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Private equity has long been one of the most exclusive and
difficult to access asset classes. High investment minimums,
long fund terms, future capital commitments, etc., all meant
that only the biggest institutions, with the longest investment

horizons, were invited to the table.

In addition, with the growing popularity of the asset class,
managers have become even more selective with their
investor base. Prestigious institutions had access to the best

funds, but private investors rarely made the cut.

However, more recently, certain issues have begun to surface
that could change these dynamics and allow newer investors

- private investors in particular - to benefit the most.
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Managers
Seek New
Investors
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Following several years of record fundraising activity for PE
firms, fundraising activity has since slowed considerably.

Of course, the macro backdrop - inflation, slower economic
outlook, Russia-Ukraine war, etc. - has played a big role. This
uncertainty, alongside higher interest rates, has caused many
institutions to pull back from making new investments to riskier

strategies, including private equity.

In contrast to 2021, when institutions were clamouring to get
into funds, many of these investors have gone to the sidelines
and/or are focusing on alternative strategies, such as private

credit.

V45%

Funds Closed

2022 v. 2021

For managers that were getting accustomed to raising ever
bigger funds and turning away interested investors once they

hit their hard caps, this can be a rude awakening.

Suddenly, they need to rebuild a large portion of their investor
base. Many are turning to individual investors, and wealth
management firms, to fill the gap left by the drop in demand

from institutions.

Source: Pitchbook, 2022 Annual US PE Breakdown


https://www.overbaycapital.com/

Institutions
Have Too
Much Private
Equity
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Following the strong outperformance of private equity in
the years leading up to late-2021 (numerator effect) and
the dramatic drop in value of other asset classes in 2022
(denominator effect), the asset allocation imbalance for

many is now considerable.

By Overbay’s estimate, 57% of institutions are overweight
private equity relative to their target asset allocation. This

represents ~$1.1 trillion in excess private equity exposure.

In addition, as the macro picture has deteriorated, private
equity exits have slowed and many institutions are struggling
with less cash coming from their portfolios. This has made

their allocation imbalance even more pronounced.

Institutions - PE Exposure vs. Target Allocation*

Underallocated

43%

* Overbay estimate based on Preqin data
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Secondary
Funds to The
Rescue
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Secondaries will be the private equity strategy that will
benefit from this overallocation. Secondary funds purchase
mature private equity fund commitments from investors
that want or need liquidity. Typically these transactions are

completed at a discount to the funds’ reported value.

As more and more institutions face immediate pressure to
sell, secondary funds are positioned to buy higher quality

private equity funds and/or pay lower prices for such assets.

This, in turn, affords secondary fund investors an opportunity

to buy into private equity at compelling valuations.

Unlike institutional investors, private investors have both the
appetite and the capital availability to increase their private
equity exposure. This puts private investors in the fortunate
position of ramping up their private equity programs, just as
many institutions are trying to reduce theirs.

In addition, secondary funds offer distinct benefits that come
from buying more mature funds - namely, they can provide
instant diversification and they can dramatically shorten
investment duration. On balance, secondary funds tend to be
much better suited to the risk tolerance and time horizon of

most private investors.
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Winners in
2023: Private
Investors +

Secondary
Funds

Private equity has long favoured the biggest and most
prestigious institutional investors, but times have changed.
While the fundraising environment is proving difficult for
private equity managers and institutions are looking to
pull back from PE, there is a tremendous opportunity for

individual investors.

The opportunity is two-fold: first, these dynamics allow
private investors access to better quality funds as they are
being raised (primary investing); and second, and perhaps
more excitingly, these investors can take advantage of the
dislocations in the private equity asset class by investing

through secondary funds.

The Pendulum Has Swung
Learn how Overbay delivers the
benefit of private equ1ty, while

mitigating many of its shortfalls.

We offer secondary funds in innovative structures,
designed for multi-family offices, OCIOs and
private investors.
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THIS DOCUMENT IS TO BE USED FOR DISCUSSION

PURPOSES ONLY.

This document is not and may not be relied on in any manner as legal, tax
or investment advice and does not constitute an offer to sell or a solicitation
of an offer to buy securities. This is purely for discussion purposes. Any
such offer if ever made will be made only by means of a Confidential
Offering Memorandum (the “Memorandum”) for limited partnership
interests in a potential fund or investment vehicle. In that case, prospective
investors should read the Memorandum carefully before deciding whether
to purchase interests in the potential Fund and should pay particular
attention to the information set forth under the heading “Certain Risk
Factors and Conflicts of Interest” therein. More complete information will
be contained in the Memorandum. This document and the information
contained herein is confidential and is intended solely for the information
of the person to whom it has been delivered. It is not to be reproduced,
used, distributed or disclosed, in whole or in part, to third parties without
the prior written consent of Overbay Capital Partners. Each person
accepting this document hereby agrees to return it promptly upon request.
General solicitations, prospecting by mail and advertising are strictly
prohibited. An investment in the potential fund or investment vehicle

is speculative and involves significant risks, included loss of the entire
investment. There can be no assurances that the potential fund’s investment
objective will be able to be achieved or that its investment program will be
successful. The potential fund or investment vehicle is intended for long-
term investors who can accept the significant risks associated with investing
in illiquid assets. Limited partnership interests in the potential fund or
investment vehicle may not generally be withdrawn and will be illiquid as
there will be no secondary market for such interests, and none is expected
to develop. There will be restrictions on transferring limited partnership
interests in the potential fund or investment vehicle. The potential fund or
investment vehicle may be levered and its investment performance may
be volatile with a high degree of business and financial risk that may not be
justified by the Fund’s returns. A prospective investor who has preliminary
interest in the potential fund or investment vehicle should understand
these risks and have the financial ability and willingness to accept them

for an extended period of time before considering making an investment.
Neither Overbay Capital Partners nor any principal or agent guarantees

or makes any representations as to the performance of the potential fund
or investment vehicle, the repayment of capital, income payments or any
particular rate of capital or income return. All performance and risk targets
contained herein are subject to revisions by Overbay Capital Partners and
are provided solely as a guide to current expectations. There can be no
assurance that Overbay Capital Partners’ strategy will achieve any targets or
that there will be any return on capital. The information presented herein,
including, but not limited to, Overbay
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Capital Partners’ organizational structure, investment experience/

views, returns or performance, investment strategies, risk management,
market opportunity, representative strategies, portfolio construction,
capitalizations, expectations, targets, parameters, guidelines, and positions
may involve Overbay Capital Partners’ views, estimates, assumptions,

facts and information from other sources that are believed to be accurate
and reliable and are as of the date this information is presented, any

of which may change without notice. Overbay Capital Partners has no
obligation (express or implied) to update any or all of the information
contained herein or to advise you of any changes; nor does Overbay
Capital Partners make any express or implied warranties or representations
as to the completeness or accuracy or accept responsibility for errors.

The information presented is for illustrative purposes only and does

not constitute an exhaustive explanation of the investment process,
investment strategies or risk management. This document has been
prepared from original sources and data believed to be reliable. However,
no representations are made as to the accuracy or completeness thereof.
Except where otherwise indicated herein, the information provided
herein is based on matters as they exist as of the date of preparation and
not as of any future date and will not be updated or otherwise revised to
reflect information that subsequently becomes available or circumstance
existing or changes occurring after the date hereof. Certain information
contained in the presentation constitutes forward looking statements
which can be identified by the use of forward-looking terminology such as

» o«

“may,” “will,” “should,” “expect,

» o«

anticipate,

» o«

target,

» o«

project,” “estimate,”
“intend,” “continue,” or “believe,” or the negative thereof or other variations
thereon or comparable terminology. Due to various risks and uncertainties,
actual events or results or the actual performance of the potential fund or
investment vehicle if formed may differ materially from those reflected or

contemplated in such forward-looking statements.
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Statutory Rights of Action

In certain circumstances, purchasers resident in certain provinces of Canada, are provided with a remedy for rescission or damages, or both, in addition to any other right they
may have at law, where an offering memorandum (such as this document) and any amendment to it contains a misrepresentation. Where used herein, “misrepresentation” means
an untrue statement of a material fact or an omission to state a material fact that is required to be stated or that is necessary to make any statement not misleading in light of the
circumstances in which it was made. These remedies, or notice with respect to these remedies, must be exercised or delivered, as the case may be, by the purchaser within the time

limits prescribed by applicable securities legislation.

The following summary is subject to the express provisions of the applicable securities laws, regulations and rules, and reference is made thereto for the complete text of such
provisions. Such provisions may contain limitations and statutory defences not described here on which the issuer and other applicable parties may rely. Purchasers should refer to
the applicable provisions of the securities legislation of their province for the particulars of these rights or consult with a legal advisor.

Ontario, New Brunswick, Nova Scotia and Saskatchewan

The following is a summary of rights of rescission or damages, or both, available to purchasers resident in the province of Ontario, New Brunswick, Nova Scotia and Saskatchewan.
If there is a misrepresentation herein and you are a purchaser under securities legislation in Ontario, New Brunswick, Nova Scotia and Saskatchewan you have, without regard to
whether you relied upon the misrepresentation, a statutory right of action for damages, or while still the owner of the securities, for rescission against the issuer. This statutory right
of action is subject to the following: (a) if you elect to exercise the right of action for rescission, you will have no right of action for damages against the issuer; (b) except with respect
to purchasers resident in Nova Scotia, no action shall be commenced to enforce a right of action for rescission after 180 days from the date of the transaction that gave rise to the
cause of action; (c) no action shall be commenced to enforce a right of action for damages after the earlier of (i) 180 days (with respect to purchasers resident in Ontario) or one
year (with respect to purchasers resident in Saskatchewan and New Brunswick) after you first had knowledge of the facts giving rise to the cause of action, and (ii) three years (with
respect to purchasers resident in Ontario) or six years (with respect to purchasers resident in Saskatchewan and New Brunswick) after the date of the transaction that gave rise to the
cause of action; (d) with respect to purchasers resident in Nova Scotia, no action shall be commenced to enforce a right of action for rescission or damages after 120 days from the
date on which payment for the securities was made by you; (e) the issuer will not be liable if it proves that you purchased the securities with knowledge of the misrepresentation;

(f) in the case of an action for damages, the issuer will not be liable for all or any portion of the damages that it proves do not represent the depreciation in value of the securities

as a result of the misrepresentations; and (g) in no case will the amount recoverable in such action exceed the price at which the securities were sold to you. The foregoing is a
summary only and is subject to the express provisions of the Securities Act (Ontario), the Securities Act (New Brunswick), the Securities Act (Nova Scotia) and the Securities Act
(Saskatchewan), and the rules, regulations and other instruments thereunder, and reference is made to the complete text of such provisions contained therein. Such provisions may
contain limitations and statutory defences on which the issuer may rely.

Newfoundland

The following is a summary of rights of rescission or damages, or both, available to purchasers resident in the province of Newfoundland. If this document or a record incorporated
by reference in or deemed incorporated into this document delivered to a person or company resident in Newfoundland and Labrador contains a misrepresentation that was a
misrepresentation at the time of purchase, the purchaser will be deemed to have relied upon the misrepresentation and will have a right of action for damages against the issuer
and a [[right of action for rescission against the issuer. Where the purchaser elects to exercise a right of rescission against the issuer, the purchaser has no right of action for
damages.

This right of action is subject to the following limitations: (a) no action shall be commenced to enforce these rights more than: (i) in the case of an action for rescission, 180 days
after the date of the transaction that gave rise to the cause of action; or (ii) in the case of an action, other than an action for rescission, the earlier of: (A) 180 days after the plaintiff
first had knowledge of the facts giving rise to the cause of action, or (B) three years after the date of the transaction that gave rise to the cause of action; (b) a person or company
shall not be liable where the person or company proves that the purchaser had knowledge of the misrepresentation; (c) the amount recoverable under the above provisions shall
not exceed the price at which the securities were offered under the document; and (d) in an action for damages, the defendant is not liable for all or any part of the damages that the

defendant proves do not represent the depreciation in value of the security as a result of the misrepresentation.
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