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Private equity investors have had a rocky ride in 2025. The Trump administration’s tariffs and rising geopolitical risks

have created uncertainty and emphasised the importance for investors to be aligned with the best private equity GPs.

HSBC Alternatives’ Kutty Dutta (KD), Head of Secondaries and Patrick Sixsmith (PS), Head of Co-Investments provide
their views on the outlook for private equity.

Q: How would you evaluate the state of private equity in the first half of 2025?

KD: It's been quite a bifurcated year so far. Private equity deal flow started well in the first quarter, continuing the 2024
trend of rising dealmaking and exits. The anticipation had been that a pro-business Trump administration could provide
a further boost to private equity activity.

However, the introduction of the 2 April ‘Liberation Day’ tariffs and the general unpredictability of policymaking from
the Trump administration has put pressure on dealmaking. Preliminary second quarter figures show that estimated deal
value is down 15.3% compared to the first quarter and marginally down year-on-year?.

Meanwhile, exits have been challenged by a quieter M&A and IPO market, traditional exit routes for privately held
companies. Holding periods have increased and distributions as a proportion of NAV are low by historical standards.

The slowdown in dealmaking and exits has meant LPs are not able to recycle distributions into new allocations.
Fundraising in Q1 2025 was down 12% compared to the previous quarter and almost 30% on a year-over-year basis.
The number of funds raising has also fallen by 11% compared to the previous quarter and has almost halved compared
to a year prior?.

On a positive note, the exits that we are seeing are happening at attractive multiples highlighting GPs" ability to
continue to generate value despite market challenges.

PS: Yes, we shouldn’t lose sight of the bigger picture — there are positive signs on the horizon. Despite the headwinds,
many of the GPs in which we invest are creating value in sectors with secular tailwinds, such as technology
(particularly enterprise software), services, and healthcare. These sectors have so far been less affected by market
turbulence, though we are closely monitoring developments in the US healthcare market on the back of the ‘Big,
Beautiful Bill".
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Importantly, though, private equity has historically achieved strong returns after downturns, such as after the global
financial crisis and the COVID pandemic. GPs can often purchase companies at lower valuations and then benefit from
rebounds in the macroeconomic environment. There is dry powder waiting to be deployed — especially with the best
GPs, who also tend to be our partners — once market conditions settle, confidence returns, and valuation gaps narrow.
With further clarity around tariffs (of which there is ever more, despite some new Trump administration curveballs), we
should see a resurgence of activity.

So, while the recent market conditions have been challenging, when we step back, we see the longer-term outlook for
private equity is brighter.

Q: Do you have examples of sponsors creating value and achieving attractive exits in your portfolios?

KD: Yes, despite the market challenges, the GPs in our portfolios have conducted some great deals and achieved
attractive exits this year:

In 2021, GP 1 acquired the business-to-consumer gaming businesses of a multinational gaming products and services
company. The GP received approximately US$596m proceeds from the company (relative to ~152.0% of invested
capital for this position). As of Q4 2024, Gross IRR stands at 92.0% and the gross MOIC stands at 6.7x. Over five years,
the GP transformed the company from a primarily retail-based gaming operator into Italy’s leading omnichannel
gaming champion. This transformation was driven by a strategic series of acquisitions executed at attractive multiples
and structured creatively to minimise equity outlay. The GP capitalised on deep sector expertise, market
misperceptions, and regulatory clarity in Italy. Value creation was sustained through disciplined M&A, proprietary tech
integration, and proactive financing strategies.

In June 2025, GP 2 signed an agreement to sell a multinational digital entertainments company for an enterprise value
of $1.1 billion. The transaction will bring total distributions from the company to $1.8 billion following earlier non-core
divestments and refinancings and deliver a final return of a 2.8x gross multiple on invested capital (MOIC) and a 24%
gross IRR. The GP privatised the company from the Tokyo Stock Exchange in 2019 and completed a wholesale
transformation of the business by disposing of more than 10 non-core subsidiaries and refocusing on its core
automotive technologies. This final sale to a strategic player demonstrates the successful transformation of the
company under the GP’s ownership from a distressed and disorganised business into an institutionalised global
automotive technology company with a clear path for long-term growth.

In April 2025, GP 3 sold a data-driven, national video platform, to an affiliate of another GP for a $550 million purchase
price. Under GP, the company completed several major strategic initiatives, including recruiting key additions to the
company'’s management team; scaling the sales and marketing teams; expanding analytics capabilities; completing a
strategic merger; investing in programmatic capabilities; and diversifying revenue sources. In total, the consideration
represents a 4.9x Gross MOIC and 29% Gross IRR.

GP 4 acquired a revenue cycle management organisation servicing healthcare provider in 2019. Following a
competitive sale process, the GP signed an agreement to sell the company at a gross MOIC of 4.7x and a 29% gross
IRR, materially higher than the Q1 2025 valuation. The sale is expected to close in Q3 2025. The prospective sale
underscores growing interest in healthcare-related business process outsourcing and technology services, amid digital
transformation and cost pressures across US healthcare systems.

Any forecast, projection or target when provided is indicative only and is not guaranteed in any way. Any views expressed were held at the time of
preparation and are subject to change without notice. For illustrative purposes only and does not constitute any investment recommendation in the
above-mentioned companies. This example is historic, contains information that is not current and should not be construed as an offer to sell or a
solicitation of an offer to purchase or subscribe to any investment.’ References to companies mentioned above are presented to illustrate the application
of HSBC Asset Management investment process only and should not be considered as a recommendation to invest.
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Q: These are great examples, but many GPs and LPs are struggling to exit investments. How are investors
reacting to an environment of lower exits and distributions?

KD: GPs have turned to a broad array of alternative liquidity strategies to address the exit challenge — either returning
capital directly to investors or reducing capital calls. In 2024, there was record secondary deal volume at $160bn and
we expect this to continue in 2025.

A recent survey?® found that 40% of investors view selling assets into the secondaries market as a top priority — the
highest reading recorded since the survey's inception in 2020. This is had long been a key tool for an LP to manage its
portfolio.

Much of the growth in the secondary market has been from GP-led secondaries, which commonly involve the transfer
of assets to a continuation vehicle to extend the ownership period of certain portfolio companies. LPs have the option
to roll over their interest into the vehicle and maintain exposure or to liquidate.

LPs can use secondaries to address the so-called 'denominator effect’ when an investor’s relative allocation to private
assets increases beyond their target allocation ranges. These LPs may look to the secondary market to reduce their
private fund exposure to bring their portfolios into balance.

There are also benefits for secondary buyers. LP-led secondaries (in which LPs sell their stake in a private equity fund or
portfolio of funds to another investor), allow secondary buyers to invest in proven assets that have a track record,
avoiding the blind pool risk associated with primary investments (though with commensurately reduced return
expectations on a money multiple basis). Secondaries can also provide relatively early liquidity and allow quicker exits
as the assets are more mature.

GPs are also using debt to create liquidity, through dividend recapitalisations and net asset value (NAV) financing.
These solutions can help return funds to investors but are only a temporary solution to the scarcity of organic exits.

Q: Co-investments have become attractive for many LPs. What is their role in investor portfolios?

PS: Co-investments can offer several clear benefits for LPs. Traditional private equity funds typically charge a 2%
management fee and 20% carried interest, whereas co-investments are usually structured without these fees (although
some other fees may be present). Co-investments also offer the potential for higher returns. A 2023 study found that
multi-manager co-investment funds generated higher returns (net IRR) and lower dispersion than other types of private
equity funds®. Clearly, performance can vary based on deal selection and market conditions so thorough due diligence
is key.

LPs can also have more control and visibility with co-investments. They are often involved in analysis of specific deals
and managers, alongside the GP. Co-investments allow greater flexibility in capital deployment than blind pool
investments, particularly important in volatile market conditions. Risk sharing and alignment between GPs and LPs
inherent in co-investments is also beneficial in the current environment.

All this explains why co-investment activity was strong in 2024 and the first quarter of 2025. Following the
announcement of US tariffs, we are still seeing deals but not at the same pace. However, we expect activity to pick up

This example is historic, contains information that is not current and should not be construed as an offer to sell or a solicitation of an
offer to purchase or subscribe to any investment.

3 Adams Street Partners’ 2025 Global Investor Survey: Offloading stakes a top consideration for 40% of LPs in 2025 — report
4 GSAM: The-Case-for-Co-Investments.pdf
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again shortly. Presently, at HSBC Alternatives, we are evaluating fifteen live co-investment deals, and we expect this
number will increase as clarity emerges on US trade policy.

Overall, we believe co-investments have a key role to play in many LP portfolios, but LPs should carefully consider the
risks and whether co-investments are appropriate for their needs and objectives. A significant level of LP governance
and resources is required to conduct due diligence and monitoring of deals effectively.

Q: Recent years have seen evergreen funds rising in popularity. Could you outline your views on this trend
and the risks for retail investors?

KD: In general, we support the rise of semi-liquid evergreen funds in the context of the democratisation of private
equity. The recent creation of new structures like ELTIFs (European long-term investment funds) and UK LTAFs (Long-
Term Asset Funds) promise to expand long-term private markets access beyond traditional institutional investors.

The opportunity set is huge. Research shows that individuals globally hold roughly the same amount of financial assets
as institutions ($150 trillion), yet they have a fraction of the allocation to private markets®.

Evergreen funds possess features that make them particularly attractive to high-net-worth investors, including smaller
investment minimums, continuous fundraising, and periodic, partial liquidity. They also offer faster deployment,
mitigating the J-curve effect.

Given these benefits, evergreen funds are gaining in popularity among private wealth investors. Pitchbook estimates
that approximately $2.7 trillion is currently managed in various indefinite-life formats globally and this is projected to
reach $4.4 trillion by the end of 2029, of which $1.1 trillion will come from wealth-focussed evergreen funds®.

PS: Yes, new evergreen private equity funds can be seeded with mature portfolios acquired through secondary
transactions or transferred from a GP’s balance sheet. This provides a mature and diversified base, which can be scaled
with co-investments and primary fund commitments.

However, investors should be aware of the risks, which generally fall into three categories. First, as the name suggests,
‘semi-liquid’ funds offer partial, rather than full liquidity. Investors can redeem their funds up to a limit each quarter.
Second, evergreen funds are more operationally complex for a GP to run than closed-end funds, requiring oversight of
both portfolio management and fund operations, and adherence to regulatory requirements. Given the nascent nature
of the space, these structures have not been tested in times of serious market dislocations. Third, is the wide dispersion
of returns among GPs managing evergreen products. Many GPs market their ability to capture the illiquidity premium
associated with closed-end drawdown funds, but even over shorter timeframes, return dispersion has been wide’.

So, caveat emptor — or buyer beware — is particularly advisable for evergreen funds. Investors should do their research
before allocating, bearing in mind the risks, and that asset mix, portfolio construction, and strategy focus all play a key
role in shaping outcomes. As these fund structures grow, they will benefit from institutionalisation, particularly the
introduction of standardised and relevant return benchmarks.

This example is historic, contains information that is not current and should not be construed as an offer to sell or a solicitation of an
offer to purchase or subscribe to any investment.

5 3: “How Tokenization Can Fuel a $400 Billion Opportunity in Distributing Alternative Investments to Individuals,” Bain & Company, Tyrone Lobban,
et al., December 2023.

62029 Private Market Horizons Forecasting”, Pitchbook (May 2025)
7 Pitchbook (May 2025)
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This document provides a high level overview of the recent economic environment. It is for marketing purposes
and does not constitute investment research, investment advice nor a recommendation to any reader of this
content to buy or sell investments. It has not been prepared in accordance with legal requirements designed to
promote the independence of investment research and is not subject to any prohibition on dealing ahead of its
dissemination. The views expressed above were held at the time of preparation and are subject to change
without notice. Any forecast, projection or target where provided is indicative only and is not guaranteed in any
way. HSBC Asset Management accepts no liability for any failure to meet such forecast, projection or target.
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Key Risks

L 4

Alternatives Risk: There are additional risks associated with specific alternative investments within the portfolios; these investments may
be less readily realiable than others and it may therefore be difficult to sell in a timely manner at a reasonable price or to obtain reliable
information about their value; there may also be greater potential for significant price movements.

Equity risk: Portfolios that invest in securities listed on a stock exchange or market could be affected by general changes in the stock
market. The value of investments can go down as well as up due to equity markets movements.

Interest rate risk: As interest rates rise debt securities will fall in value. The value of debt is inversely proportional to interest rate
movements.

Counterparty risk: The possibility that the counterparty to a transaction may be unwilling or unable to meet its obligations.

Derivatives risk: Derivatives can behave unexpectedly. The pricing and volatility of many derivatives may diverge from strictly reflecting the
pricing or volatility of their underlying reference(s), instrument or asset.

Emerging markets risk: Emerging markets are less established, and often more volatile, than developed markets and involve higher
risks, particularly market, liquidity and currency risks.

Exchange rate risk: Changes in currency exchange rates could reduce or increase investment gains or investment losses, in some cases
significantly.

Investment leverage risk: Investment leverage occurs when the economic exposure is greater than the amount invested, such as when
derivatives are used. A Fund that employs leverage may experience greater gains and/or losses due to the amplification effect from a
movement in the price of the reference source.

Liquidity risk: Liquidity risk is the risk that a Fund may encounter difficulties meeting its obligations in respect of financial liabilities that
are settled by delivering cash or other financial assets, thereby compromising existing or remaining investors.

Operational risk: Operational risks may subject the Fund to errors affecting transactions, valuation, accounting, and financial reporting,
among other things.

Style risk: Different investment styles typically go in and out of favour depending on market conditions and investor sentiment.

Model risk: Model risk occurs when a financial model used in the portfolio management or valuation processes does not perform the
tasks or capture the risks it was designed to. It is considered a subset of operational risk, as model risk mostly affects the portfolio that
uses the model.

Sustainability Risk: Sustainability risk means an environmental, social or governance event or condition that, if it occurs, could cause
an actual or a potential material negative impact on the value of the investment.
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Important Information

For Professional Clients and intermediaries within countries and territories set out below; and for Institutional
Investors and Financial Advisors in the US. This document should not be distributed to or relied upon by
Retail clients/investors.

The value of investments and the income from them can go down as well as up and investors may not get
back the amount originally invested. The performance figures contained in this document relate to past
performance, which should not be seen as an indication of future returns. Future returns will depend, inter
alia, on market conditions, investment manager’s skill, risk level and fees. Where overseas investments are
held the rate of currency exchange may cause the value of such investments to go down as well as up.
Investments in emerging markets are by their nature higher risk and potentially more volatile than those
inherent in some established markets. Economies in Emerging Markets generally are heavily dependent upon
international trade and, accordingly, have been and may continue to be affected adversely by trade barriers,
exchange controls, managed adjustments in relative currency values and other protectionist measures
imposed or negotiated by the countries and territories with which they trade. These economies also have
been and may continue to be affected adversely by economic conditions in the countries and territories in
which they trade.

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or
in part, for any purpose. All non-authorised reproduction or use of this document will be the responsibility of the user and
may lead to legal proceedings. The material contained in this document is for general information purposes only and
does not constitute advice or a recommendation to buy or sell investments. Some of the statements contained in this
document may be considered forward looking statements which provide current expectations or forecasts of future
events. Such forward looking statements are not guarantees of future performance or events and involve risks and
uncertainties. Actual results may differ materially from those described in such forward-looking statements as a result of
various factors. We do not undertake any obligation to update the forward-looking statements contained herein, or to
update the reasons why actual results could differ from those projected in the forward-looking statements. This document
has no contractual value and is not by any means intended as a solicitation, nor a recommmendation for the purchase or
sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The views and opinions expressed
herein are those of HSBC Asset Management at the time of preparation and are subject to change at any time. These
views may not necessarily indicate current portfolios' composition. Individual portfolios managed by HSBC Asset
Management primarily reflect individual clients' objectives, risk preferences, time horizon, and market liquidity. Foreign
and emerging markets. Investments in foreign markets involve risks such as currency rate fluctuations, potential
differences in accounting and taxation policies, as well as possible political, economic, and market risks. These risks are
heightened for investments in emerging markets which are also subject to greater illiquidity and volatility than developed
foreign markets. This commentary is for information purposes only. It is a marketing communication and does not
constitute investment advice or a recommendation to any reader of this content to buy or sell investments nor should it
be regarded as investment research. It has not been prepared in accordance with legal requirements designed to promote
the independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination. This
document is not contractually binding nor are we required to provide this to you by any legislative provision.

All data from HSBC Asset Management unless otherwise specified. Any third-party information has been obtained from
sources we believe to be reliable, but which we have not independently verified.

HSBC Asset Management is the brand name for the asset management business of HSBC Group, which includes the
investment activities that may be provided through our local regulated entities. HSBC Asset Management is a group of
companies in many countries and territories throughout the world that are engaged in investment advisory and fund
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management activities, which are ultimately owned by HSBC Holdings Plc. (HSBC Group). The above communication is

distributed by the following entities:

In Australia, this document is issued by HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 232595, for HSBC
Global Asset Management (Hong Kong) Limited ARBN 132 834 149 and HSBC Global Asset Management (UK)
Limited ARBN 633 929 718. This document is for institutional investors only and is not available for distribution to
retail clients (as defined under the Corporations Act). HSBC Global Asset Management (Hong Kong) Limited and
HSBC Global Asset Management (UK) Limited are exempt from the requirement to hold an Australian financial
services license under the Corporations Act in respect of the financial services they provide. HSBC Global Asset
Management (Hong Kong) Limited is regulated by the Securities and Futures Commission of Hong Kong under the
Hong Kong laws, which differ from Australian laws. HSBC Global Asset Management (UK) Limited is regulated by
the Financial Conduct Authority of the United Kingdom and, for the avoidance of doubt, includes the Financial
Services Authority of the United Kingdom as it was previously known before 1 April 2013, under the laws of the
United Kingdom, which differ from Australian laws;

in Bermuda by HSBC Global Asset Management (Bermuda) Limited, of 37 Front Street, Hamilton, Bermuda which is
licensed to conduct investment business by the Bermuda Monetary Authority;

in Chile: Operations by HSBC's headquarters or other offices of this bank located abroad are not subject to Chilean
inspections or regulations and are not covered by warranty of the Chilean state. Obtain information about the state
guarantee to deposits at your bank or on www.cmfchile.cl;

in Colombia: HSBC Bank USA NA has an authorized representative by the Superintendencia Financiera de Colombia
(SFC) whereby its activities conform to the General Legal Financial System. SFC has not reviewed the information
provided to the investor. This document is for the exclusive use of institutional investors in Colombia and is not for
public distribution;

in France, Belgium, Netherlands, Luxembourg, Portugal, Greece, Finland, Norway, Denmark and Sweden by HSBC
Global Asset Management (France), a Portfolio Management Company authorised by the French regulatory authority
AMF (no. GP99026);

in Germany by HSBC Global Asset Management (Deutschland) GmbH which is regulated by BaFin (German clients)
respective by the Austrian Financial Market Supervision FMA (Austrian clients);

in Hong Kong by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the Securities and
Futures Commission. This video/content has not be reviewed by the Securities and Futures Commission;

in India by HSBC Asset Management (India) Pvt Ltd. which is regulated by the Securities and Exchange Board of
India;

in ltaly and Spain by HSBC Global Asset Management (France), a Portfolio Management Company authorised by the
French regulatory authority AMF (no. GP99026) and through the Italian and Spanish branches of HSBC Global Asset
Management (France), regulated respectively by Banca d'ltalia and Commissione Nazionale per le Societa e la Borsa
(Consob) in Italy, and the Comisién Nacional del Mercado de Valores (CNMV) in Spain;

in Malta by HSBC Global Asset Management (Malta) Limited which is regulated and licensed to conduct Investment
Services by the Malta Financial Services Authority under the Investment Services Act;

in Mexico by HSBC Global Asset Management (Mexico), SA de CV, Sociedad Operadora de Fondos de Inversién,
Grupo Financiero HSBC which is regulated by Comisién Nacional Bancaria y de Valores;

in the United Arab Emirates, Qatar, Bahrain & Kuwait by HSBC Global Asset Management MENA, a unit within HSBC
Bank Middle East Limited, U.A.E Branch, PO Box 66 Dubai, UAE, regulated by the Central Bank of the U.A.E. and
the Securities and Commodities Authority in the UAE under SCA license number 602004 for the purpose of this
promotion and lead regulated by the Dubai Financial Services Authority. HSBC Bank Middle East Limited is a member
of the HSBC Group and HSBC Global Asset Management MENA are marketing the relevant product only in a sub-
distributing capacity on a principal-to-principal basis. HSBC Global Asset Management MENA may not be licensed
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under the laws of the recipient’s country of residence and therefore may not be subject to supervision of the local
regulator in the recipient’s country of residence. One of more of the products and services of the manufacturer may
not have been approved by or registered with the local regulator and the assets may be booked outside of the
recipient’s country of residence.

* in Peru: HSBC Bank USA NA has an authorized representative by the Superintendencia de Banca y Seguros in Peru
whereby its activities conform to the General Legal Financial System - Law No. 26702. Funds have not been
registered before the Superintendencia del Mercado de Valores (SMV) and are being placed by means of a private
offer. SMV has not reviewed the information provided to the investor. This document is for the exclusive use of
institutional investors in Perd and is not for public distribution;

* in Singapore by HSBC Global Asset Management (Singapore) Limited, which is regulated by the Monetary Authority
of Singapore. The content in the document/video has not been reviewed by the Monetary Authority of Singapore;

* In Switzerland by HSBC Global Asset Management (Switzerland) AG. This document is intended for professional
investor use only. For opting in and opting out according to FinSA, please refer to our website; if you wish to change
your client categorization, please inform us. HSBC Global Asset Management (Switzerland) AG having its registered
office at Gartenstrasse 26, PO Box, CH-8002 Zurich has a licence as an asset manager of collective investment
schemes and as a representative of foreign collective investment schemes. Disputes regarding legal claims between
the Client and HSBC Global Asset Management (Switzerland) AG can be settled by an ombudsman in mediation
proceedings. HSBC Global Asset Management (Switzerland) AG is affiliated to the ombudsman FINOS having its
registered address at Talstrasse 20, 8001 Zurich. There are general risks associated with financial instruments, please
refer to the Swiss Banking Association (“SBA”) Brochure “Risks Involved in Trading in Financial Instruments;

* in Taiwan by HSBC Global Asset Management (Taiwan) Limited which is regulated by the Financial Supervisory
Commission R.O.C. (Taiwan);

* in Turkiye by HSBC Asset Management A.S. Turkiye (AMTU) which is regulated by Capital Markets Board of Turkiye.
Any information here is not intended to distribute in any jurisdiction where AMTU does not have a right to. Any views
here should not be perceived as investment advice, product/service offer and/or promise of income. Information
given here might not be suitable for all investors and investors should be giving their own independent decisions.
The investment information, comments and advice given herein are not part of investment advice activity. Investment
advice services are provided by authorized institutions to persons and entities privately by considering their risk and
return preferences, whereas the comments and advice included herein are of a general nature. Therefore, they may
not fit your financial situation and risk and return preferences. For this reason, making an investment decision only
by relying on the information given herein may not give rise to results that fit your expectations.

* in the UK by HSBC Global Asset Management (UK) Limited, which is authorised and regulated by the Financial
Conduct Authority;

* andin the US by HSBC Global Asset Management (USA) Inc. which is an investment adviser registered with the US
Securities and Exchange Commission.

* In Uruguay, operations by HSBC's headquarters or other offices of this bank located abroad are not subject to
Uruguayan inspections or regulations and are not covered by warranty of the Uruguayan state. Further information
may be obtained about the state guarantee to deposits at your bank or on www.bcu.gub.uy.
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