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Broadening access to
orivate equity

The asset class should welcome more private individual investors, but
products must be carefully tailored to their needs, say Neuberger Berman’s
Peter von Lebe, Maura Reilly Kennedy and fosé¢ Luis Gonzdlez Pastor

Where does Neuberger

Berman sit in the private
markets ecosystem and
how does that inform your
perspective on meeting the
needs of individual investors?
Peter von Lehe: Neuberger Berman
has been in the investment business
for around 80 years, and we currently
manage around $408 billion of assets,
including $134 billion of alternatives,
$105 billion of which is in private
markets. We are 100 percent employ-
ee-owned, with more than 600 of our
2,500 employees holding a share of
the business. That is a key feature of
our firm, because we think it allows us
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to take a long-term view, rather than
managing to quarterly reporting cycles.

We have been in the private markets
business for more than 35 years, part-
nering with top-tier managers around
the world. We invest in those managers
on a primary basis; we invest directly
into their portfolio companies through
our co-investment business; we buy
interests in their older or continuation
funds through our secondaries business;
and we lend money to their portfolio
companies through our credit business.
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Importantly, Neuberger Berman
as a firm, since inception in 1939, has
been managing money for private in-
dividuals. In private markets, we have
been designing and managing solutions
for individual investors for more than
15 years.

The benefits of the

democratisation of PE
have long been discussed, but
what are the impediments to
individuals accessing the asset
class?
Maura Reilly Kennedy: Private eq-
uity investors have been able to ben-
efit from the return premiums and
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diversification of the asset class for the
last 20-plus years. These beneficiaries,
however, have tended to be large insti-
tutional investors, including public and
private pension funds, endowments,
sovereign wealth funds and family of-
fices. The traditional high-net-worth
investor has not had meaningful expo-
sure to private equity, with allocations
typically being no more than a low sin-
gle-digit percentage of their portfolios,
if anything.

That is partly because there are real
barriers to entry, including high eligi-
bility requirements and high invest-
ment minimums. Even if a traditional
private equity offering has a minimum
commitment of $500,000, which may
be considered low, sometimes an indi-
vidual investor may meet the eligibili-
ty requirements but still consider that
level of commitment to a single fund
to be too high for them to maintain a
diversified portfolio.

Equally, the typical capital call,
self-liquidating, 10-year duration pri-
vate equity structure raises questions
for many individual investors about the
timing of inflows and outflows, and of-
ten presents complicated tax issues for
private individuals.

We are focused on the democratisa-
tion of private equity as an asset class,
but we are sensitive to doing that in a
way that can offer institutional quality
to individual investors.

What are some of the

newer solutions available
to individual investors seeking
access today?
PvL: Building high quality private eq-
uity portfolios means delivering them
in a way that is suitable both for each
client’s particular needs and for the
fundamental characteristics of the asset
class. That often means releasing cli-
ents from the tyranny of the traditional
LP structure; for some investors that
LP structure is fine, but it is not the
only way to do it.

We are seeking to deliver our ca-

pabilities in the asset class in a format

What should be the key considerations for individual

investors when evaluating private equity opportunities?
PvL: First, the focus needs to be on the quality of the manager and whether
that manager is good at investing in private equity.

The second question we would suggest investors ask is whether the fund
they are being given the opportunity to invest in is of the same quality as
what is being offered to institutional investors.

Third, does the manager have all the other capabilities necessary to
successfully manage and support these vehicles? They should consider
whether the manger has the right risk management in place, and if it has
the operational infrastructure and the ability to provide the education
necessary to support individual investors.

MRK: Central to this is that the democratisation of the asset class needs

to be focused on developing structures that are appropriate for individual
investors and delivering portfolios that give clients a good long-term
investor experience. This absolutely should not be about how quickly
managers can grow assets under management in private equity by tapping a
new investor base.

PvL: We are long-term believers in the democratisation of the asset class
and think the benefits of investing in private equity should be open to more
investors, beyond just institutions and ultra-high-net-worth individuals.
Over the long term, private equity shows strong performance and it can
give investors access and exposure that they cannot get elsewhere.

There is a real growth opportunity here for the industry, but we
are focused on that occurring because a broader range of people are
experiencing those positive benefits and having that build over time in a
properly risk-managed way, as opposed to it just being the ‘hot’ new thing.
This is a long-term asset class and a long-term exposure, not a trade, so
investors need to approach it accordingly.
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that meets the actual needs of investors,
rather than just echoing the way things
have always been done. In practice, that
means we do use traditional structures
but sometimes those may have shorter
or longer investment periods. We also
use open-end vehicles, with a strong
focus on risk management, which is
important when you include illiquid as-
sets in that type of vehicle. We use ex-
change-listed, closed-end funds as well.

As Maura mentioned, high eligibili-
ty requirements are one of the barriers
to entry, so we focus on understanding
local regulations across various juris-
dictions to develop solutions that offer
lower eligibility requirements in full
compliance with local laws.

It is important to recognise that, for
many investors, these vehicles may be
their only private equity investment.
While we focus on building portfoli-
os of the same quality for institutional
clients investing hundreds of millions
of dollars as we do for private inves-
tors who might be investing $10,000
or $50,000, we need to make sure the
portfolio we deliver is well diversified
and appropriate for someone with lim-
ited exposure to the asset class.

Education is a critical element of the
democratisation of private equity — in-
vestors need to fully understand what
they are investing in, not just in terms
of the asset class but also in terms of
structures, as well as risks. We believe
private equity is an asset class that
should be available to a much broader
range of investors, but we and the in-
dustry need to prioritise the education
component. Most of the time we are
partnering with intermediaries such as
private wealth firms or private banks to
reach the individual investor. We pri-
oritise education and seek to provide a
high level of support to our intermedi-
ary partners and their clients.

What are the challenges

around offering these
solutions? What capabilities
does a manager need in order
to do this successfully?
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“The traditional bigh-
net-worth investor has
not had meaningful
exposure to private
equity”

MAURA REILLY KENNEDY

“It is important to
recognise that, for
many investors, these
vehicles may be their
only private equity

investment”’

PETER VON LEHE

José Luis Gonzilez Pastor: On
the structure side, we operate multi-
ple funds across different regulatory
frameworks and jurisdictions, and it is
an incredibly complex process that en-
tails putting together many elements at
the same time. It requires deep skill and
expertise, and it requires scale in many
functions and in many areas.

On the investment side, a manager
needs to have a wide range of capabil-
ities to design the right products for
each client, to make sure they have a
good experience with the appropriate
solution. For instance, if you design
an open-end vehicle in private equity
where the client is putting all their cap-
ital in upfront, you need to design an
investment strategy that is focused on
capital efficiency, for example. In addi-
tion, because it is an open-end vehicle,
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you need to include liquid or semi-lig-
uid strategies to manage redemptions,
which goes back to the challenge of risk
management.

In addition to structure and invest-
ment, we find managing vehicles for the
individual investor to be a very resource
intensive activity. You need to navigate
different regulatory frameworks and
you need sophisticated in-house tax
and regulatory expertise, in addition
to finance and operations teams that
understand the structures and needs of
the individual investor. Operationally,
you must be able to support different
vehicles in different jurisdictions, and
you need management companies in
different jurisdictions. We have a US
manager for our US vehicle and a Eu-
ropean manager for our European ve-
hicle, for example, otherwise it would
be difficult to market those products.

The final element is providing the
support on the reporting side and de-
livering educational content when
launching the vehicle so that investors
are clear about the product and what
they need to consider.

All in all, it is incredibly complex
and requires scale and expertise in mul-
tiple areas and multiple functions.

PvL: Most private equity managers do
not manage funds with thousands of
underlying investors in them, and they
do not have the systems and capabilities
available to interact with that number
of investors. That is where we are lucky
to be part of a broader asset manage-
ment firm that has been managing cap-
ital for the individual investor for more
than 80 years across traditional equities
and fixed income. m

Peter von Lehe is head of investment
solutions for private equity, and Maura Reilly
Kennedy and José Luis Gonzélez Pastor are
managing directors at Neuberger Berman

This material is provided for educational
purposes only and should not be construed
as investment advice or an offer or solicitation
to buy or sell securities.



Neuberger Berman

Founded in 1939, Neuberger Berman is a private, independent, employee-owned investment manager, structurally aligned with the long-term
interests of its clients. The firm manages approximately $408 billion' in client assets on behalf of institutions, advisors and individual investors

globally. Managing $105 billion in commitments? NB Private Markets has a long history of offering innovative solutions across private markets to
clients globally, including deep expertise and experience in launching and managing structures created for Intermediary and High Net Worth Clients.

Launch of the NB Private
Equity Business

Ou-Row’

Co-investment capabilities
established

Neuberger Berman founded by
Roy Neuberger and Robert Berman

Launch of fund of
hedge funds business

Secondary capabilities

Inception of private established

equity emerging
managers platform

Established NB Private
Equity Partners (NBPE),
a London-listed
investment company

| - —

Neuberger Berman Group becomes
a private, independent, employee-
controlled investment management firm

Expanded private markets business
to include private debt

Launch of brand licensing business
Marquee Brands)

iy 4

Launched registered
diversified private equity program

Inception of real estate

) yo secondary business
Launch of impact investing

strategy, GP-Led secondaries

focused strategy, specialty
lending business and
Insurance-Linked Strategies

Launch of European long-term

investment business (“ELTIF") Continue to expand intermediary

focused offerings, including launching
global evergreen solution

Launch of registered evergreen
private equity business

The above timeline reflects strategies within NB Alternative Advisors LLC.

' As of September 30, 2022.

2 As of September 30, 2022. Represents aggregate committed capital since inception in 1987,
including commitments in the process of documentation or finalization.
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All information is as of September 30, 2022 unless otherwise indicated and is subject to change without notice. Firm data, including employee and assets under
management figures, reflect collective data for the various affiliated investment advisers that are subsidiaries of Neuberger Berman Group LLC (the “firm"). Firm
history and timelines include the history and business expansions of all firm subsidiaries, including predecessor entities and acquisition entities. Investment profes-
sionals referenced include portfolio managers, research analysts/associates, traders, and product specialists and team-dedicated economists/strategists. Employee
ownership includes employees, recently retired employees and their permitted transferees.

Any third-party media content is being redistributed with permission and may not be redistributed without the publisher’s consent. This material is provided for
informational purposes only and nothing herein constitutes investment, legal, accounting or tax advice. This material is general in nature and is not directed to
any category of investors and should not be regarded as individualized, a recommendation, investment advice or a suggestion to engage in or refrain from any
investment-related course of action. Investment decisions and the appropriateness of this material should be made based on an investor's individual objectives
and circumstances and in consultation with his or her advisors. Information is obtained from sources deemed reliable, but there is no representation or warranty as
to its accuracy, completeness or reliability. All information is current as of the date of this material and is subject to change without notice. Any views or opinions
expressed may not reflect those of the firm as a whole. Neuberger Berman products and services may not be available in all jurisdictions or to all client types. This
material may include estimates, outlooks, projections and other “forward-looking statements.” Due to a variety of factors, actual events or market behavior may
differ significantly from any views expressed.

Investing entails risks, including possible loss of principal. Investments in hedge funds and private equity are speculative and involve a higher degree of risk than
more traditional investments. Investments in hedge funds and private equity are intended for sophisticated investors only. Indexes are unmanaged and are not
available for direct investment. Past performance is no guarantee of future results.

This material is being issued on a limited basis through various global subsidiaries and affiliates of Neuberger Berman Group LLC. Please visit www.nb.com/disclo-
sure-global-communications for the specific entities and jurisdictional limitations and restrictions.

The “Neuberger Berman" name and logo are registered service marks of Neuberger Berman Group LLC.
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