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Key points

»  Historically low interest rates and high stock market
valnations have triggered unprecedented investment
Sflows into private markets.

»  Private market investments provide exposure to asset
classes, such as  private equity, private debt,
infrastructure, private real estate and real assets.

w  They have demonstrated their ability to offer further
diversification in a portfolio by lowering volatility while
generating Superior returns.

»  Private markets can potentially provide investors with
attractive recurring returns and capital gains.

»  UBPJ approach to private markets is to select niche,
under-the-radar  strategies — with — compelling
performances.

»  Due diligence and understanding of the risks are
paramonnt in the investiment process.

What are the main benefits of private market investing?

“Private markets” refers to assets that are not traded on public
equity exchanges; they are illiquid, and are spread across
different market segments, such as real estate, private equity,
private debt, and investments in tangible assets and
infrastructure. Private market investments represent a much
broader investment universe than public markets, and
therefore offer a wider net to capture opportunities over the
long term.

“Institutional investors, including pension funds, endowments
and family offices, have been allocating aggressively to
private market investments. Individual investors have been
lagging behind with only 5% of their portfolios allocated to
private market investments, due to them generally only being
open to institutional investors. At UBP we pride ourselves on
providing access with a lower minimum investment,” says
Brice Thionnet, Head of Private Markets Group, UBP.

With investors seeing historical return drivers — falling bond
yields, tightening credit spreads, and accelerating profit
growth — beginning to come under pressure, investors will
need to seek out alternative return drivers to compensate, and
private markets provide just such an alternative, as they
improve the risk and return profiles of a portfolio.

Private market assets offer additional drivers to augment the
total returns available to investors across the risk spectrum.
Key amongst these drivers is the significant illiquidity premium
they offer relative to public markets’ expected returns. This
illiquidity premium, which is the excess return investors earn
for committing capital over the medium-to-long term, can
reach 3-5% depending on the private asset class.

In absolute terms, private markets generate higher returns
than public markets. For example, between 2000 and 2021,
the average yearly performance in private equity reached
12.1% (CAGR) compared with 7.7% for the S&P 500. This
outperformance is linked to the robustness of private markets
across multiple market cycles. In particular, private markets
have demonstrated increased resiliency during market
downturns. One reason for this is the fact that private market
investments focus on long-term value creation, which is why
they avoid cyclical industries.

Private market investments play an important role in portfolio
diversification. They are unaffected by market noise and the
correlation between private assets and public market assets
is low. As a result, private assets help reduce the volatility of
an overall portfolio. This is an important consideration given
the prospect of heightened uncertainty ahead in financial
markets.
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What are private markets composed of?
Private equity

Investing in private equity means taking stakes in non-listed
companies to finance their growth and then exiting at a later
stage through a trade sale, a buyout, or an initial public
offering (IPO). UBP’s Private Markets Group (PMG) team
provides access to exclusive private equity strategies
implemented either through strategic partnerships with
experienced managers or through co-investments. Private
equity investors take an active ownership interest in their
investments, allowing them to influence strategy with an
objective of proactively seeking to increase the value of the
investment over its lifecycle. This may be achieved by
recruiting talent, entering into partnerships to accelerate
business growth and development, identifying operational
improvements and synergies, providing access to new
geographies or markets, or even changing the mix of capital
deployed in a business. The long-term approach usually fits
with impact investment, and most private equity firms now
insist on environmental, social and governance matters.

Infrastructure

Infrastructure assets are the backbone of an economy: they
provide essential services for our modern daily life, for
example, toll roads, renewable energy facilities, utilities, such
as water and waste management, and even data centres.
Core infrastructure investments can serve as a source of
steady income supported by regulated pricing and long-term
contracted revenues from governments. These essential
assets are inflation-linked and have high barriers to entry.
Governments and corporates are seeking out capital to
address new secular trends, such as decarbonisation,
digitalisation and new means of mobility, as well as population
growth and ageing. With the pandemic and the increasing
incidence of extreme weather around the world, growing
infrastructure  spending  should present investment
opportunities in the post-pandemic era.

Private debt

One consequence of the increased regulatory oversight for
the financial system following the global financial crisis has
been the growth and maturing of the private credit market. As
banks were discouraged from lending, companies needed to
find alternatives. In many cases, the private credit market
offers floating-rate exposures that may benefit from rising
interest rate environments. Indeed, private debt investors
should benefit from higher short-term rates that will probably
accompany rising inflation.

Venture capital

This provides the opportunity to finance innovation. The
median age of tech companies that went public in 2020 was
roughly 12 years versus 4.5 years in 1999. Most of a start-up’s
value is generated while it is still private. Venture capital
investments through funds or pre-IPO direct investments
enable investors to gain some exposure to that value creation.

Private real estate

Government real estate is another of the PMG team’s
favoured thematics. In this category, the PMG targets net
yields of 7-8%" in USD and a wide spread over government
bonds. In addition to attractive yields, the appeal of
government real estate lies in the low counterparty risk:
investments are backed by the “full faith and credit” of a
government, and government spending tends to be

1 Target returns are targets only and may not be achieved. The
potential for profit is accompanied by the possibility of loss.
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countercyclical to economic trends. The focus on mission-
critical assets goes hand in hand with a high probability of
renewal.

Real assets

Real assets are tangible assets which focus on niche sectors.
Each category of real asset has its own properties and
requires specific expertise. Music royalties are one particular
area of interest according to the PMG team, as they give
investors access to the recurring cash flows associated with
the music catalogues of popular artists. Royalties come from
many sources, such as CD sales, radio broadcasts and film
soundtracks, but it is streaming that leads the way. Streaming
generates resilient cashflows, as people listen to music
irrespective of the economic cycle or financial market
conditions. Another aspect is that fund managers manage
their song catalogues with the aim of growing their value
through active marketing; this opens up the possibility of an
investor benefiting from significant capital gains upon the
conversion of the fund into a publicly traded company.

The PMG team has built a competitive advantage in private
markets

Building and maintaining a well-diversified private market
portfolio is a dynamic process that requires highly specialised
technical and investment expertise, as well as strong legal,
compliance, structuring and accounting skills. The PMG
team’s offering is guided by the economic environment and
favourable macroeconomic trends. The first step in the
investment process consists of identifying the most promising
long-term investment trends and themes. The search for ideas
is carried out by UBP's PMG team through banking
relationships and a proactive approach.

Second, the PMG team conducts in-depth screening to select
best-in-class managers to implement the investment strategy.
A typical PMG deal has the following characteristics: exclusive
access, easy-to-understand business models, visibility into
underlying assets, and strong teams and governance.

The PMG team’s competitive advantages

Proprietary origination: proactive, off-market origination by the
senior management team.

Structuring expertise: this enables transactions to be executed
across jurisdictions and borders.

Geographic reach: a broad scope across Western Europe and
North America.

Sector expertise: active in build-to-rent, social/affordable
housing and student housing, where there is substantial
demand.

Strong manager-selection team: the dispersion of returns
between top-performing and lower-performing managers is 10
times wider in private markets than in public markets, where
investors can seek to eliminate the risks of underperformance
associated with active management by increasing allocations
to passive strategies. Given the structure of private markets,
the investor cannot take a passive approach; instead,
manager selection requires expertise, but it is paramount to
secure illiquidity premiums in the private market space.
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The PMG team’s monitoring activities, which cover the entire
lifespan of the investments, aim to ensure that investments
remain in line with the initial business plan, that distributions
are paid to investors on time, and that investors are provided
with material information in a timely manner, with strategies
being adapted as necessary.

Risks

As with any investment strategy, certain risks must be
considered when investing in private markets, such as the risk
of loss of capital (the value of a private market investment may

Case study

In March 2019, UBP clients invested in the existing portfolio of
Cambridge Innovation Capital (CIC), a holding company set
up by the University of Cambridge in 2013 to bring private
capital to rapidly growing intellectual-property-rich businesses
in Cambridge. The target return was three times the equity
invested, and the investment horizon was 5-7 years.

Contrary to a “blind pool” investment, which involves allocating
capital to a strategy without knowing exactly how it will be
deployed, these companies were identified as being some of

the most rapidly growing technology and healthcare
businesses emerging from the Cambridge ecosystem.

rise or fall) and the performance risk (there can be no
assurance that the performance will equal or exceed the
target).

By June 2021, the portfolio consisted of 25 companies and the
Private market inflows tend to go into illiquid investments, share price had increased by 45% since UBP clients first
making them harder to exit from or price regularly. They also invested.
have more complex structures than traditional investments.
Further, as there are more and more investors chasing
opportunities in the private market space, there is a risk of
stretched valuations and poor-quality deals in some
segments. It is therefore crucial to work with specialists when
investing in private markets.

The added value of investing alongside the University of
Cambridge stems from its unique environment: it is the most
successful university innovation ecosystem in Europe, with
more than 4,700 knowledge-intensive companies employing
over 60,000 people. Over 85% of research groups are
classified as world-leading or internationally excellent, and
107 Nobel Prize winners are associated with the university.
Particular strengths include artificial intelligence, big data,
next-generation biologics, genomics and epigenetics.

Disclaimer

This document is a marketing communication containing GENERAL INFORMATION on the financial services and/or financial instruments, and
reflecting the sole opinion of Union Bancaire Privée, UBP SA and/or any entity of the UBP Group (hereinafter “UBP”) as of the date of issue. It may
contain generic recommendations but it is not and should not be deemed an offer nor a solicitation to enter into any transaction with UBP, buy,
subscribe to, or sell any currency, product, or financial instrument, make any investment, or participate in any particular trading strategy in any
jurisdiction where such an offer or solicitation would not be authorised, or to any person to whom it would be unlawful to make such an offer or
solicitation. This document is meant only to provide a broad overview for discussion purposes, in order to determine clients’ interest. It does not
replace a prospectus, KID, KIID or any other legal document relating to any specific financial instrument, which may be obtained upon request free of
charge from UBP or from the registered office of the issuer of the instrument concerned, where applicable. The opinions herein do not take into
account individual clients’ circumstances, objectives, or needs.

In this document UBP makes no representation as to the suitability or appropriateness, for any particular client, of the financial instruments or services
described, nor as to their future performances. Clients who wish to obtain more information about any specific financial instruments can request it
from UBP and/or their Relationship Manager. Where an investment is considered, the information on the risks linked to each financial instrument shall
be provided in good time by separate means before the investment decision is taken. In any case, each client must make their own independent
decisions regarding any securities or financial instruments mentioned herein and regarding the merits or suitability of any investment. Before entering
into any transaction, clients are invited to carefully read the risk warnings and the regulations set out in the prospectus or other legal documents and
are urged to seek independent, professional advice from their financial, legal, accounting and/or tax advisors with regard to their investment objectives,
financial situation and specific needs.

UBP performs analysis on the financial instruments based on market offer and may maintain and/or seek to develop business affiliations with third
parties for that purpose; furthermore UBP may create its own financial instruments. This generic information is therefore not independent from the
proprietary interests of UBP or connected parties, which may conflict with the client’s interests. UBP has policies governing cases of conflicts of
interest and takes appropriate organisational measures to prevent potential conflicts of interest.

The information contained in this document is not the result of financial analysis within the meaning of the Swiss Banking Association's “Directives on
the Independence of Financial Research” or of independent investment research as per the EU's MiFID or other regulations. EU regulation does not
govern relationships entered into with UBP entities located outside the EU.

The investments mentioned herein may be subject to risks that are difficult to quantify and to integrate into the valuation of investments. Generally
speaking, products with a high degree of risk, such as derivatives, structured products or alternative/non-traditional investments (such as hedge funds,
private equity, real estate funds, etc.) are suitable only for clients who are capable of understanding and assuming the risks involved. The value of
any capital investment may be at risk and some or all of the original capital may be lost. The investments are exposed to currency fluctuations and
may increase or decrease in value. Fluctuations in exchange rates may cause increases or decreases in the client’s returns and/or in the value of the
portfolio. The client may be exposed to currency risks if a financial instrument or the underlying investment of a financial instrument is denominated
in a currency different from the reference currency of the client’s portfolio or from the currency of their country of residence. For more information on
risks, the brochure called “Characteristics and risks of certain financial operations” should be consulted.

When providing investment advice or portfolio management services, UBP considers and assesses all relevant financial risks, including sustainability
risks. Sustainability risks are defined by the EU’s Sustainable Finance Disclosure Regulation (2019/2088) as “an environmental, social or governance
event or condition that, if it occurs, could cause a negative material impact on the value of the investment”. For further information on our sustainability
risk management approach please visit [www.ubp.com].
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Reasonable efforts have been made to ensure that the content of this document is based on objective information and data obtained from reliable
sources. However, UBP cannot guarantee that the information the Bank has gathered in good faith is accurate and complete, nor does it accept any
liability for any loss or damage resulting from its use. Circumstances may change and affect the data collected and the opinions expressed at the time
of publication. Therefore information contained herein is subject to change at any time without prior notice. UBP makes no representations, provides
no warranty and gives no undertaking, express or implied, regarding any of the information, projections or opinions contained herein nor does it accept
any liability whatsoever for any errors, omissions or misstatements in the document. UBP does not undertake to update this document or to correct
any inaccuracies which may have become apparent after its publication.

This document may refer to the past performance of financial instruments. Past performance is not a guide to current or future results. The value of
financial instruments can fall as well as rise. All statements in this document, other than statements of past performance and historical fact, are
“forward-looking statements”. Forward-looking statements do not guarantee future performances. The financial projections included in this document
do not represent forecasts or budgets, but are purely illustrative examples based on a series of current expectations and assumptions which may not
happen as forecast. The actual performance, results, market value and prospects of a financial instrument may differ materially from those expressed
or implied by the forward-looking statements in this document. The projected or targeted returns are inherently subject to significant economic, market
and other uncertainties that may adversely affect performance. UBP also disclaims any obligation to update forward-looking statements, as a result
of new information, future events or otherwise.

Any performance data included in this document does not take into account fees, commissions, expenses charged on issuance and redemption of
securities, or any other costs, nor any taxes that may be levied. The tax treatment of any investment depends on the client’s individual circumstances
and may be subject to change in the future. This document does not contain any tax advice issued by UBP and does not reflect the client’s individual
circumstances.

This document is confidential and is intended to be used only by the person to whom it was delivered. This document may not be reproduced, either
in whole or in part. UBP specifically prohibits the redistribution of this document, in whole or in part, without its written permission and accepts no
liability whatsoever for the actions of third parties in this respect. This document is not intended for distribution in the US and/or to US Persons or in
jurisdictions where its distribution by UBP would be restricted.

Switzerland: UBP is authorised and regulated in Switzerland by the Swiss Financial Market Supervisory Authority (FINMA).

UK: UBP is authorised in the United Kingdom by the Prudential Regulation Authority, and is subject to regulation by the Financial Conduct Authority
(FCA) and limited regulation by the Prudential Regulation Authority.

Dubai: This marketing material has been communicated by Union Bancaire Privée (Middle East) Limited, a company regulated by the Dubai Financial
Services Authority (“DFSA”). It is intended for professional clients and/or market counterparties only and no other person should act upon it. The
financial products or services to which this material relates will only be made available to a client who meets the professional client and/or market
counterparty requirements. This information is provided for information purposes only. It is not to be construed as an offer to buy or sell, or a solicitation
for an offer to buy or sell any financial instruments, or to participate in any particular trading strategy in any jurisdiction.

Hong Kong: UBP is a licensed bank regulated by the Hong Kong Monetary Authority (HKMA) and a registered institution regulated by the Securities
and Futures Commission (SFC) for Type 1, 4 & 9 activities only in Hong Kong. The securities may only be offered or sold in Hong Kong by means of
documents that (i) are addressed to "professional investors" within the meaning of the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) and any rules made thereunder (the "SFQ"); or (ii) are defined as "prospectuses" within the meaning of the Companies Ordinance
(Chapter 32 of the Laws of Hong Kong) (the "CO") or constitute offers to the public within the meaning of the CO. Unless permitted to do so under the
laws of Hong Kong, no person may issue or have in their possession for the purpose of issuing, whether in Hong Kong or elsewhere, any
advertisement, invitation or document relating to the securities, directed at, or likely to be accessed or read by, the public in Hong Kong, except where
the securities are intended to be disposed of only to persons outside Hong Kong, or only to "professional investors" within the meaning of the SFO.
Singapore: UBP is a bank regulated by the Monetary Authority of Singapore (MAS), is an exempt financial adviser under the Financial Advisers Act
2001 of Singapore to provide certain financial advisory services, and is exempt under section 99(1) of the Securities and Futures Act 2001 of Singapore
to conduct certain regulated activities. This document has not been registered as a prospectus with the MAS. Accordingly, this document and any
other document or material in connection with generic recommendations may not be circulated or distributed, whether directly or indirectly, to persons
in Singapore other than (i) to institutional investors under Section 274 of the Securities and Futures Act 2001 of Singapore ("SFA"), (ii) to relevant
persons pursuant to Section 275(1), or any person pursuant to Section 275(1A) of the SFA, and in accordance with the conditions specified in Section
275 of the SFA, or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. This advertisement
has not been reviewed by the Monetary Authority of Singapore.

Luxembourg: UBP is registered by the Luxembourg supervisory authority the Commission de Surveillance du Secteur Financier (CSSF).

Italy: Union Bancaire Privée (Europe) S.A., Succursale di Milano, operates in Italy in accordance with the European passport — held by its parent
company, Union Bancaire Privée (Europe) S.A. — which is valid across the entire European Union. The branch is therefore authorised to provide
services and conduct business for which its parent company, Union Bancaire Privée (Europe) S.A., has been authorised in Luxembourg, where it is
regulated by the Luxembourg financial supervisory authority, the Commission de Surveillance du Secteur Financier (CSSF).

Monaco: This document is not intended to constitute a public offering or a comparable solicitation under the Principality of Monaco's laws, but might
be made available for information purposes to clients of Union Bancaire Privée, UBP SA, Monaco Branch, a regulated bank under the supervision of
the Autorité de Contréle Prudentiel et de Résolution (ACPR) for banking activities and under the supervision of the Commission de Contréle des
Activités Financiéres for financial activities.
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