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The Survey covers both domestic and international investors’ views of
private equity in Latin America, based on responses from 103 private
equity investors (Limited Partners or LPs) from around the world.
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LPs plan to increase target
allocations to PE and private
debt

54% of Latin American LPs and 42% of
international LPs plan to increase their target
allocations to PE in the next 12 months.

Appetite for private debt maintains the
upward trend we have seen over the last few
years, with 52% of Latin American LPs and
43% of international LPs expecting to increase
their exposure to this asset class in the next

12 months.

Almost half of Latin American LPs plan to
increase their allocations to real estate, and
the percentage of international LPs looking
to do the same increased from 13% in the
previous year to 22% in 2017. Appetite for
infrastructure investments remained relatively
stable compared to 2016.

Investor sentiment towards hedge funds is
neutral overall but less negative than in 2016,
with 21% of international LPs and 5% of
Latin American LPs planning to decrease
their target allocations to the asset class.

Latin American LPs favor
domestic PE

44% of Latin American LPs are planning

to increase their commitments to PE in their
home markets. Roughly a fifth of Latin
American LPs also plan to increase their
exposure to other Latin American countries
and/or outside of the region.

International LPs” pace of new commitments
to Latin American PE is expected to be
balanced in the next 12 months, with a similar
number of LPs indicating increases and
decreases in their commitments to the region.
Given the cyclicality of the industry and the
record US$17.6b raised for Latin American
PE in 2014 and 2015, we may see increases in
international LPs commitments to the region
in the next big fundraising cycle.
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Entry valuations are no
longer seen as a deterrent
for prospective LPs

Entry valuations are no longer seen as a
deterrent, with only 12% of LPs considering
a first-time commitment to Latin American
PE citing it as a factor, versus the 47% that
did in 2016.

53% of LPs considering a first investment
in the region view currency volatility as the

biggest impediment to investing in the region.

Respondents also cited the risk-reward
balance and perceived difficulties in exiting
investments.

Pan-regional funds remain
the preferred route to access
Latin American PE, while
international interest in pan-
Andean funds is on the rise

54% of all LPs plan to gain exposure to
PE investments in Latin America through
pan-regional funds.

39% of LPs expect to access the region via
Brazil-focused funds or global funds with

some Latin American exposure.

41% of international LPs and 24% of Latin
American LPs will invest in Latin American
PE through pan-Andean funds, a significant
increase from the 8% of LPs that cited this
route in 2016.
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Challenges facing PE in Latin America — views of LPs considering
a first investment in Latin American PE
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The risk/return equation for Latin American PE — LP views
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LPs’ annual net return expectations for Latin American PE over the
next 3-5 years (in LPs’ local currency)
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|Ps see positive PE returns LPS’ annual net return expectations for Latin American PE over the next
scenarios for Brazil 3-5 years (in LPs’ local currency)

Colombia, and Argentina pgenting o o | o

54% of LPs expect to see annual net returns
of 16%+ from their PE portfolios in Brazil, Brezi 1 9% 29% 29% 1%

a slight increase compared to the 45% that

expressed the same in 2015. Colombia 109, a9, 260, - 5o,
PE return expectations for Colombia, Peru,

and Chile have remained stable since 2015, I - o _— - -
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expect to obtain net annual returns of 16%+ Peru 5% I 1% 41% 16%
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the 23% of LPs that indicated the same in
2015. LPs looking to future fund offerings (Figure 7)
and investment opportunities in Argentina

are bullish on that country, but fundraising

and investment PE activity today remains

limited compared to opportunities in more

established PE markets in the region.
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LPs’ anticipated exposure to Latin American-focused PE strategies
in 3 years’ time
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Consumer/retail remains top
sector for Latin American PE

Two thirds of Latin American LPs and half of
international LPs think that consumer/retail
will be the most attractive sector for PE
investments in Latin America in the next three
years. The region’s favorable demographics
and rising middle class have led this sector

to be ranked first among survey respondents

since 2011.

56% of LPs view agriculture/agribusiness

as the second most attractive sector for Latin
American PE in the coming years. Recent
interest in this sector suggests that strategies
targeting export-oriented investments in
markets with volatile currencies are attractive
to investors.

Consistent with the demographics and
middle-class themes above, half of Latin
American LPs are bullish on the financial

and educational services sectors, whereas 51%
of international LPs demonstrate interest in
life sciences/healthcare.

Trend of more LPs planning
direct and co-investment
exposure continues

Over 80% of LPs will have some
co-investments or direct investments in Latin
American PE within the next three years, an
increase from the 78% and 68% of LPs that
indicated the same in 2016 and 2015,
respectively.

Regarding direct PE investments outside of
Latin America (data not shown), 47% of all
LPs plan to allocate 21%¢+ of their portfolios
to these investments over the next three years,
a sizable increase from the 27% of the LPs
with that exposure currently.
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LP views of attractive sectors for Latin American PE over the next 3 years
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Co-investments and direct investments in Latin America as a proportion
of LPs’ Latin American PE exposure in 3 years’ time
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Factors preventing LPs from making more co-investments and direct
investments
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Favorable entry multiples,
margin improvement, and
growth seen as main drivers
of PE returns

82% of LPs singled out favorable entry
multiples (in local currency) as the most
important driver of PE returns in Latin
America.

EBITDA margin improvement and revenue
growth were both cited by 76% of LPs as the
next most important drivers of PE returns

in Latin America.

LPs consider exit multiple expansion due
to strategic/operational improvements

a more important PE return driver than
exit multiple expansion due to overall
economic conditions.

Strong and relevant track
record is the most important
factor LPs look for in GPs

Investment teams with strong and relevant
track records that execute an investment
strategy consistent with the market
opportunity are the main attributes LPs look
for when evaluating commitments to GPs.

Managers that have a history of investing
together across previous cycles are cited
by LPs as the next most important factor
when selecting GPs.
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Important drivers of Latin American PE returns in the next three years —
% of investors citing factor “highly important”
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Factors LPs consider when evaluating commitments to GPs — % of LPs
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Impact of environmental, social, and governance (ESG) considerations
on LPs’ fund selection processes in Latin America
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(Figure 15)
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Cambridge Associates/LAVCA

Latin American Private Equity
Limited Partners Opinion
Survey

Research methodology

The Survey researched the plans and opinions
of 103 investors in private equity funds. These
investors, based in Latin America, North
America, Europe, and Asia-Pacific, form a
representative sample of the LP population
worldwide. Fieldwork for the Survey was
conducted by LAVCA and Cambridge
Associates in June—July 2017, with assistance
from the Institutional Limited Partners

Association (ILPA).
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Respondents by region
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About Cambridge Associates

Cambridge Associates is a global investment firm founded in 1973. The firm helps more than 1,000
endowments, foundations, pension plans, and private clients maximize their impact on the world by
building custom investment portfolios aimed at generating outperformance across all asset classes.
Working alongside its early clients, among them leading university endowments, the firm pioneered the
strategy of high-equity orientation and broad diversification, which since the 1980s has been a primary
driver of performance for institutional investors. Cambridge Associates delivers a range of services,
including outsourced CIO; investment consulting; and access to investment research and tools across
the continuum of global asset classes.

Cambridge Associates has more than 1,200 employees and maintains offices in Boston; Arlington, VA;
Beijing; Dallas; London; Menlo Park, CA; New York; San Francisco; Singapore; Sydney; and Toronto.
Cambridge Associates consists of five global investment consulting affiliates that are all under common
ownership and control. For more information, please visit www.cambridgeassociates.com.

About LAVCA

The Latin American Private Equity & Venture Capital Association (LAVCA) is a not-for-profit
membership organization dedicated to supporting the growth of private capital investors in Latin America
and the Caribbean. LAVCA’s membership is comprised of over 180 firms, from leading global investment
firms active in the region to local fund managers from Mexico to Argentina, in addition to institutional
investors such as pension funds, sovereign wealth funds, and family offices. Member firms control assets
in excess of US$65b, directed at capitalizing and growing Latin American businesses. LAVCA’s mission

is accomplished through programs of research, networking forums, investor education seminars, and
advocacy of sound public policy.
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