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Real Estate

Major Trends

Valuations have stabilised (Exhibit 1). Valuations in most
Real Estate sectors began to stabilise in 2024. REITs rose c.+5%
during the year, while private real estate, which typically lags
public markets, declined c.-5% Valuations across public and
private markets look comparable today. Traditional public real
estate sectors trade at a 5.2% cap rate, compared to a 5.4% cap
rate for private real estate. By comparison, 12 months ago,
REITs were valued at an aggregate cap rate of 6.0%, while
private real estate was estimated to be valued at 5.5%?

Exhibit 1

Green Street Commercial Property Price Index
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Transaction volumes remain low, but some signs indicate
that they may improve in 2025. Transaction volumes remain
significantly below peak levels in 2021 (Exhibit 2)." Several
factors contribute to this trend. Many traditional buyers of Real
Estate such as REITs and core funds remain out of the market.
More than half of REITs trade at a discount to NAV, making
equity issuance a challenge, while most core funds are
managing redemption queues, though REITs and core funds
focused on the industrial and data centre sectors have been
notable exceptions. The average discount to NAV for REITs
was -5% in January 20257 For core funds in the ODCE Index,
the redemption queue equates to c. 20% of aggregate NAV?
Most funds are managing redemption queues equal to 5-10% of
their NAV, and certain outliers such as the UBS Trumbull
Fund, are managing larger queues. Additionally, Private Equity
Real Estate fundraising is down c. -47% over the past two years.*

1  REIT returns sourced from FTSE NAREIT, Private Real Estate from
Cambridge Associates Real Estate Index

2 CenterSquare REIT Cap Rate Perspective Reports, Q4 2024 and Q3 2024
3 Green Street Real Estate Alert January 2025
4 Pitchbook H1 2024 Global Real Estate Report

While there are few signs of recovery in aggregate transaction
volume data, we note two potential indicators that 2025 may see
growth in deal activity. Firstly, investor sentiment has improved,
and for the first time in three years, most Real Estate investors
believe values are likely to be stable or increase over the next

12 months. Secondly, 2024 saw the return of certain large
opportunistic investors, most notably Blackstone, which made
several sizable real estate acquisitions across residential,
industrial, data centers, and retail. Examples include
Blackstone’s take-private of Tricon a single-family rental REIT,
in Q1, and their take-private of Retail Opportunity Investments
Corp, a grocery-anchored retail REIT, in Q4. These
opportunistic buyers are often the first movers following
periods of volatility.

Exhibit 2

Real Estate Transaction Volume: 2024 vs. 2021
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Exhibit 3
% of Investors Expecting Cap Rates to Increase
(CBRE Semi-Annual Survey)
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Operating performance has exceeded expectations.
Although capital markets are challenged, most Real Estate
sectors continue to perform well on an operating basis. Vacancy
rates are ¢. 6% or lower in all major sectors except office. Strong
occupancy is likely to be supported by the sharp drop in new
construction over the past 24 months. This can be seen in the
data for net operating income growth. Green Street data shows
positive net income growth in 2024 for all asset classes
excluding office and self-storage.

Exhibit 4

Vacancy rates by sector: 2020 vs. 2024
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LP sentiment remains weak, potentially creating
opportunities for investors with disciplined deployment
across vintages. Capital flows to real estate are sharply down.
Private Equity Real Estate fundraising declined c. -47% over
the past two years and real estate construction is down -30-40%
in most sectors. Although lending markets have improved, the
capital markets environment remains challenging for most real
estate owners, particularly those that acquired assets with high
leverage at peak valuations in 2020 and 2021. Many of the
loans for those transactions will mature over the next

24-36 months. In evaluating partners for this environment, we
look for managers with strong sourcing networks, a track
record of disciplined deployment and both capital markets and
operating expertise.

Exhibit 5
Real estate fundraising activity
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Golden Rules

1. Aim to build Real Estate portfolios at stabilised unlevered
yields 1-2% above prevailing market cap rates. This can be
achieved through acquisition discounts and/or identified net
income growth during the hold period. This creates upside in
normal market environments and provides a margin of safety
against declining market valuations and rising debt costs.

2.Partner with vertically integrated managers with excellent
operational capabilities and local knowledge.

3.Focus on a “Buy, Fix, Sell” approach within Private Equity
Real Estate. For a core-plus, pursue a “Buy, Fix, Hold”
approach in high-conviction markets.

4.Focus on sectors and regions with the strongest
fundamentals, where institutional demand creates liquid
property markets; be wary of tertiary and emerging markets.

S.Be prudent on the level and structure of leverage.

6. Consider tax benefits or disadvantages, depending on
investor type and market.
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Sub-Strategy Attractiveness
By Strategy

Private Equity Real Estate (PERE’): Favourable view.
For new investments in real estate in 2025, we believe
making new acquisitions remains more able than entering
an existing portfolio at appraised valuations. Although
appraised values for private real estate are generally in-line
with public real estate valuations, our PERE managers
have been acquiring assets at cap rates 100-200bps wider
than the market. Due to their structure, PERE funds

can typically take on more complex business plans,
including distressed loan workouts or portfolio
acquisitions. We believe this flexibility and ability to lean
into stressed and distressed situations is valuable in the
current real estate environment.

\_

Infrastructure: Favourable view. We believe there are
compelling opportunities in several areas of the
infrastructure market. While we have not previously
broken out infrastructure as a distinct asset class, we have
built conviction in several infrastructure sub-sectors over
the past 18-24 months, in particular digital infrastructure
and power/energy infrastructure, resulting in several
fund commitments and co-investments on behalf of our
clients. These sectors have many of the attributes we
target: 1) strong secular demand tailwinds, 2) supply
constraints, 3) a high degree of specialization and 4)
durable and inflation-protected cash flows. We are most
focused on ‘value-added’ infrastructure investments that
target higher opportunistic real estate returns and take

some development risk.

-

~

Core and Core-Plus Real Estate: Neutral view.
While we believe core-plus funds serve an important role
in our strategic asset allocation, for investors making new
commitments to Real Estate in 2025, we recommend
prioritising new acquisitions through PERE funds over
investing in core funds. While valuations for core funds
have moved in line with public REITs, the capital
position of these funds, whereby most funds are
managing redemption queues, means they are net sellers
as opposed to net buyers of assets today. We think the
current environment, with more limited availability of
real estate capital, s buyers over sellers.

By Industry

~

Industrial: Favourable view. Vacancies remain at or
below 6% in most major markets. Ongoing e-commerce
penetration growth and ‘near-shoring” supply chains
continue to drive demand. Our preferred method of
accessing the space is through owner-operators executing
a portfolio roll-up strategy in small (100-250K square
feet) last-mile assets. There is an opportunity for those
operators to create additional value by re-positioning and
re-leasing older properties. While the sector is not
immune to the challenging capital markets environment,
our managers have had success sourcing financing from
insurance companies. In certain cases, our managers have
opted to acquire assets on an unlevered basis where they
believe unlevered returns of 14-16% IRR are achievable.

\_

Hypothetical return expectations do not represent actual
trading and are based on simulations with forward-looking
assumptions, which have inherent limitations. No

representation is being made that any investor will or is likely to
achieve returns similar to those shown. Such forecasts are not a

reliable indicator of future performance.
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Digital Infrastructure: Favourable view. The rapid
growth in data consumption driven by internet usage
and cloud adoption is set to further accelerate as AI
adoption becomes more widespread. Hyperscalers, the
largest users of data center assets, have made several large
scale capex announcements over recent months;
Microsoft announced plans to spend $80B while Meta
announced plans to spend $60B+. While demand drivers
are well understood, supply remains constrained due to
challenges accessing appropriate sites with ability to
secure the right zoning and sufficient access to power.
We believe there is an opportunity to partner with
experienced managers, with the network and execution
capabilities to take advantage of long-term secular
growth, driven by growing demand for compute and
storage. We are seeing the opportunity to develop assets
at unlevered yields on cost of 8-11%, which compares to
private market cap rates of ¢.5.5% and public market cap
rates of ¢.4.8% (Exhibit 6).

) )

Sustainable Energy and Power Generation: Favourable
view. Power demands are growing due to data consumption
growth, reshoring of industrial manufacturing, and
adoption of EVs. The Syr forecasted electricity growth in the
US is now +16%, after being essentially flat for the past 15
years (+0.2% CAGR from 2010-2022).> We believe there is
an attractive opportunity to acquire and develop assets
which generate or transmit sustainable power. These assets
offer an attractive risk/return profile with good downside
protection (generating stable, inflation-linked cashflows,
often used for essential services), strong market growth and
scope to drive upside through clear levers such as
development, M&A growth and building platform value.

Multifamily: Favourable view. Multifamily has
outperformed expectations over the past two years. Due to
strong investor sentiment and low cost of debt, multifamily
development spiked in 2021/22. We have seen these

developments completing and coming to market over the

Exhibit 6

Strong demand and finite supply in data centers is
creating the opportunity to generate attractive yields
for experienced developers
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past 12-18 months, and we believe supply is likely to remain
elevated for a further 12 months. Against this backdrop,
most expected rents in multifamily to decline, and while
certain of the most oversupplied markets, such as Nashville
and Phoenix, have seen declines, at the national level, rents
have been flat. This was due to stronger-than-expected
demand, driven in part by a more robust economy and the
sharply rising cost of home ownership. We expect long-term
supply-demand fundamentals to remain positive.
Additionally, we view multifamily as a compelling sector for
investors, given the defensive nature of the cash flows, and
the repeatability of business plans. This is an attractive
set-up for sector specialists with strong operating expertise
and in-house asset management capabilities.

Real Estate Credit: Favourable view. As described more
tully in our Private Debt section, we have a favourable view
on the opportunity set in real estate lending, driven by
ongoing capital constraints in the market. Financing and
refinancing options are more limited for real estate owners
today, due primarily to the pullback of regional banks. Exit
options are also reduced in an environment with low
transaction volume, reduced fundraising activity, and
limited core capital being deployed. This creates attractive
opportunities for specialist lenders with ability to provide
flexible capital solutions.

-

S Source S&P IQ, EIA

135



PARTNERS CAPITAL INSIGHTS 2025

Real Estate
continued

Retail: Neutral view. Having been a difficult asset
class for many investors for the past 10 years, the
environment for retail has improved. Capital flows out
of retail and into other sectors have resulted in valuations
declining, increasing going-in cash yields, and vacancy
rates falling, due to the limited development pipeline.
On that basis, large investors are becoming more active
in retail again. Notable transactions include Blackstone’s
c.$4B take-private of Retail Opportunity Investments
Corp., a portfolio of 93 grocery anchored retail
properties. While the environment has improved, we do
not see the same opportunity for rent growth as we see in
our preferred sectors, and we believe there remains the
risk of further e-commerce disruption.

Office: Negative view. Vacancy rates in the US are at
or above 20% in most major US markets. Sentiment has
marginally improved, in part due to back-to-office
mandates from large companies such as Amazon and JP
Morgan. Nonetheless, leasing remains highly
concentrated in a small number of trophy properties.
There remains significant uncertainty around achievable
market rents in most office properties. While there may
be selective opportunities for conversions, this is a narrow
opportunity set. Moodys estimated that of the 1,100
office buildings they track, only 35 were viable candidates
for conversion based on structural and cost
considerations. The relative strength of the trophy office
market is well-understood by the market and that
segment has been stable, meaning opportunities to invest
at attractive valuations are limited.

Hospitality: Negative view. Hospitality is the most
economically sensitive Real Estate sector, reflecting its
short-dated income profile, and correlation to business
and leisure travel. An economic slowdown in consumer
spending would create headwinds for hospitality,
particularly in an environment where inflation remains
sticky, impacting expenses and interest rates remain high,

impacting borrowing costs.

\_

~

2025 Strategic Priorities

6

Invest in digital and power infrastructure
opportunities. As described in the section above, we believe
there is a compelling opportunity set in these sectors today.
We made several commitments and co-investments in these
sectors in 2024, and we expect to identify at least one high
conviction opportunity in each sector in 2025.

Partner with experienced opportunistic GPs. We believe
the next three years will be an attractive environment for
opportunistic real estate managers. We expect certain capital
markets challenges to remain, in particular access to and cost
of debt capital. Against this backdrop, fundamentals in many
real estate sectors remain solid and are likely to further
improve given the limited development pipeline. In
partnering with managers for this environment, we look for
several critical criteria: 1) strong sourcing networks with a
broad top-of-the-funnel, 2) a track record of disciplined
deployment in past cycles, 3) capital markets expertise,
required for complex transactions with debt issues and 4)
operating expertise, as the most attractive buying
opportunities may be from less sophisticated owners who
undermanaged assets.

Continue to drive fee discounts, co-investments, and
other able economics. Fundraising in real estate declined c.
-47% in 2023-24 compared to 2021-22, with many LPs taking
a broad-brush approach to reducing their exposure.® Despite
headwinds, we believe there are attractive opportunities to
deploy capital, and with a relative scarcity of LP capital, we
are in a strong position to drive fee discounts and other able
economics. For investments made in 2023, we secured a
weighted average management fee discount of 0.4%.

Pitchbook
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Disclaimer

Copyright © 2025, Partners Capital Investment Group LLP

Within the United Kingdom, this material has been issued by
Partners Capital LLP, which is authorised and regulated by the
Financial Conduct Authority of the United Kingdom (the
“FCA”), and constitutes a financial promotion for the purposes
of the rules of the Financial Conduct Authority. Within Hong
Kong, this material has been issued by Partners Capital Asia
Limited, which is licensed by the Securities and Futures
Commission in Hong Kong (the “SFC”) to provide Types 1, 4
and 9 services to professional investors only. Within Singapore,
this material has been issued by Partners Capital Investment
Group (Asia) Pte Ltd, which is regulated by the Monetary
Authority of Singapore as a holder of a Capital Markets Services
licence for Fund Management under the Securities and Futures
Act and as an exempt financial adviser. Within France, this
material has been issued by Partners Capital Europe SAS, which
is regulated by the Autorité des Marchés Financiers (the
“AMF”).

For all other locations, this material has been issued by Partners
Capital Investment Group, LLP which is registered as an
Investment Adviser with the US Securities and Exchange
Commission (the “SEC”)and as a commodity trading adviser
and commodity pool operator with the Commodity Futures
Trading Commission (“CFTC”) and is a member of the
National Future’s Association (the “NFA”).

This material is being provided to clients, potential clients and
other interested parties (collectively “clients”) of Partners
Capital LLP, Partners Capital Asia Limited, Partners Capital
Investment Group (Asia) Pte Ltd, Partners Capital Europe SAS
and Partners Capital Investment Group, LLP (the “Group”) on
the condition that it will not form a primary basis for any
investment decision by, or on behalf of the clients or potential
clients and that the Group shall not be a fiduciary or adviser
with respect to recipients on the basis of this material alone.
These materials and any related documentation provided
herewith is given on a confidential basis.

This material is not intended for public use or distribution. It is
the responsibility of every person reading this material to satisfy
himself or herself as to the full observance of any laws of any
relevant jurisdiction applicable to such person, including
obtaining any governmental or other consent which may be
required or observing any other formality which needs to be
observed in such jurisdiction. The investment concepts
referenced in this material may be unsuitable for investors
depending on their specific investment objectives and financial
position. This material is for your private information, and we
are not soliciting any action based upon it. This report is not an
offer to sell or the solicitation of an offer to buy any investment.
While all the information prepared in this material is believed
to be accurate, the Group, may have relied on information
obtained from third parties and makes no warranty as to the
completeness or accuracy of information obtained from such
third parties, nor can it accept responsibility for errors of such
third parties, appearing in this material. The source for all
figures included in this material is Partners Capital Investment
Group, LLP, unless stated otherwise.

Opinions expressed are our current opinions as of the date
appearing on this material only. We do not undertake to update
the information discussed in this material. We and our
affiliates, officers, directors, managing directors, and
employees, including persons involved in the preparation or
issuance of this material may, from time to time, have long or
short positions in, and buy and sell, the securities, or derivatives
thereof, of any companies or funds mentioned herein.

Whilst every effort is made to ensure that the information
provided to clients is accurate and up to date, some of the
information may be rendered inaccurate by changes in
applicable laws and regulations. For example, the levels and
bases of taxation may change at any time. Any reference to
taxation relies upon information currently in force. Tax
treatment depends upon the individual circumstances of each
client and may be subject to change in the future. The Group is
not a tax adviser and clients should seek independent
professional advice on all tax matters.
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Within the United Kingdom, and where this material refers to or
describes an unregulated collective investment scheme (a
“UCIS”), the communication of this material is made only to
and/or is directed only at persons who are of a kind to whom a
UCIS may lawfully be promoted by a person authorised under
the Financial Services and Markets Act 2000 (the “FSMA”) by
virtue of Section 238(6) of the FSM A and the Financial Services
and Markets Act 2000 (Promotion of Collective Investment
Schemes) (Exemptions) Order 2001 (including other persons who
are authorised under the FSM A, certain persons having
professional experience of participating in unrecognised
collective investment schemes, high net worth companies, high
net worth unincorporated associations or partnerships, the
trustees of high value trusts and certified sophisticated investors)
or Section 4.12 of the FCA’s Conduct of Business Sourcebook
(“COBS”) (including persons who are professional clients or
eligible counterparties for the purposes of COBS). This material
is exempt from the scheme promotion restriction (in Section 238
of the FSMA) on the communication of invitations or
inducements to participate in a UCIS on the grounds that it is
being issued to and/ or directed at only the types of person
referred to above. Interests in any UCIS referred to or described
in this material are only available to such persons and this
material must not be relied or acted upon by any other persons.

Within Hong Kong, where this material refers to or describes an
unauthorised collective investment schemes (including a fund)
(“CIS”), the communication of this material is made only to
and/ or is directed only at professional investors who are of a
kind to whom an unauthorised CIS may lawfully be promoted
by Partners Capital Asia Limited under the Hong Kong
applicable laws and regulation to institutional professional
investors as defined in paragraph (a) to (i) under Part 1 of
Schedule to the Securities and Futures Ordinance (“SFO”) and
high net worth professional investors falling under paragraph (j)
of the definition of “professional investor” in Part 1 of Schedule
1 to the SFO with the net worth or portfolio threshold
prescribed by Section 3 of the Securities and Futures
(Professional Investor) Rules (the “Professional Investors™).

Within Singapore, where this material refers to or describes an
unauthorised collective investment schemes (including a fund)
(“CIS”), the communication of this material is made only to
and/or is directed only at persons who are of a kind to whom an
unauthorised CIS may lawfully be promoted by Partners
Capital Investment Group (Asia) Pte Ltd under the Singapore
applicable laws and regulation (including accredited investors or
institutional investors as defined in Section 4A of the Securities
and Futures Act).

Within France, where this material refers to or describes to
unregulated or undeclared collective investment schemes (CIS)
or unregulated or undeclared alternative Investment Funds
(AIF), the communication of this material is made only to and/
or is directed only at persons who are of a kind to whom an
unregulated or undeclared CIS or an unregulated or undeclared
AITF may lawfully be promoted by Partners Capital Europe
under the French applicable laws and regulation, including
professional clients or equivalent, as defined in Article D533-11,
D533-11-1, and D533-13 of the French Monetary and Financial
Code.

Certain aspects of the investment strategies described in this
presentation may from time to time include commodity
interests as defined under applicable law. Within the United
States of America, pursuant to an exemption from the US
Commodity Futures Trading Commission (CFTC) in
connection with accounts of qualified eligible clients, this
brochure is not required to be, and has not been filed with the
CFTC. The CFTC does not pass upon the merits of
participating in a trading program or upon the adequacy or
accuracy of commodity trading advisor disclosure.

Consequently, the CFTC has not reviewed or approved this
trading program or this brochure. In order to qualify asa
certified sophisticated investor a person must (i) have a
certificate in writing or other legible form signed by an
authorised person to the effect that he is sufficiently
knowledgeable to understand the risks associated with
participating in unrecognised collective investment schemes
and (ii) have signed, within the last 12 months, a statementin a
prescribed form declaring, amongst other things, that he
qualifies as a sophisticated investor in relation to such
investments.
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This material may contain hypothetical or simulated
performance results which have certain inherent limitations.
Unlike an actual performance record, simulated results do not
represent actual trading.

Also, since the trades have not actually been executed, the
results may have under- or over-compensated for the impact, if
any, of certain market factors, such as lack of liquidity.
Simulated trading programs in general are also subject to the
fact that they are designed with the benefit of hindsight. No
representation is being made that any client will or is likely to
achieve profits or losses similar to those shown.

These results are simulated and may be presented gross or net of
management fees. This material may include indications of past
performance of investments or asset classes that are presented
gross and net of fees. Gross performance results are presented
before Partners Capital management and performance fees, but
net of underlying manager fees. Net performance results include
the deduction of Partners Capital management and performance
fees, and of underlying manager fees. Partners Capital fees will
vary depending on individual client fee arrangements.

Gross and net returns assume the reinvestment of dividends,
interest, income and earnings. The information contained
herein has neither been reviewed nor approved by the referenced
funds or investment managers. Past performance is not a
reliable indicator and is no guarantee of future results.
Investment returns will fluctuate with market conditions and
every investment has the potential for loss as well as profit. The
value of investments may fall as well as rise and investors may
not get back the amount invested. Forecasts are not a reliable
indicator of future performance.

Certain information presented herein constitutes
“forwardlooking statements” which can be identified by the use

» «

of forward-looking terminology such as “may”, “will”,

» o«

“should”, “expect”,

» «

anticipate”,

”? “continue” or

project
“believe” or the negatives thereof or other variations thereon or

comparable terminology.

Any projections, market outlooks or estimates in this material
are forward —looking statements and are based upon
assumptions Partners Capital believe to be reasonable. Due to
various risks and uncertainties, actual market events,
opportunities or results or strategies may differ significantly
and materially from those reflected in or contemplated by such
forward-looking statements. There is no assurance or guarantee
that any such projections, outlooks or assumptions will occur.

Certain transactions, including those involving futures,
options, and high yield securities, give rise to substantial risk
and are not suitable for all investors. The investments described
herein are speculative, involve significant risk and are suitable
only for investors of substantial net worth who are willing and
have the financial capacity to purchase a high risk investment
which may not provide any immediate cash return and may
result in the loss of all or a substantial part of their investment.
An investor should be able to bear the complete loss in
connection with any investment.

All securities investments risk the loss of some or all of your
capital and certain investments, including those involving
futures, options, forwards and high yield securities, give rise to
substantial risk and are not suitable for all investors.

Copyright © 2025, Partners Capital Investment Group LLP
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Private Investment

Fund Risk

Investors should be aware that investments in private
investment funds involve a high degree of risk. Investors
could lose the entire amount of their investment or recover
only a small portion of their investment if the fund suffers
substantial losses. The principal risk factors associated
with an investment include the following. Please refer to
Private Placement Memorandums of funds for full
disclosure of risk factors:

Market & Economic Risk — Changes in factors like interest
rates, inflation, monetary policy, economic growth, investor
sentiment, time horizons and exogenous events (like terrorism
or pandemic) can undermine the investment strategy
temporarily or for a long period.

Currency Risk — Investors will be subject to currency market
risks associated with fluctuations in the value of the foreign
currencies in which their investments are denominated.
Dramatic fluctuations could have an adverse impact on the
profitability of the client account.

Availability of Investment Opportunities — Identification
of investment opportunities involves a high degree of
uncertainty and is based on a subjective decision making
process and there is a risk that opportunities will not achieve
targeted rates of return.

Counterparty Risk — Investor’s assets may be exposed to the
credit risk of the counterparties with which, or the dealers,
brokers and exchanges through which, Partners Capital deals,
whether in exchange-traded or off-exchange transactions.

Limited Operating History — Certain private funds have no
operating or performance history for investors to consider and
there is no guarantee the fund’s investment strategy will be
successful.

Limited Diversification — Private funds are not limited in the
amount of capital that may be invested in one industry, sector,
geography or similar category of asset class. Non diversification
would increase the risk of loss if there was a decline in the
market value of any security or category of asset class in which a
private fund has invested a large percentage of their assets.

Limited Liquidity Risk — Many investments are not readily
liquid, and may lock up capital for several years. Investors may
be unable to dispose of investments at the most advantageous
time because of limited withdrawal rights, which could result in
significant loss of capital.

Limited Regulatory Oversight — Private companies are not
likely to be Regulated Investment Companies. Investors may
not be provided various protections offered to more regulated
or registered funds.

Management Fraud — Investment managers can commit fraud
Itis our job to try and avoid those that appear to have the
potential to commit fraud or otherwise misappropriate client
funds but it is not always ascertainable from any amount of due
diligence.

Operational and Organisational Risk — All asset managers
bring some risk that they will fail to execute their investment
strategies effectively. Past performance is not indicative of
future results.

Multiple Level of Fees Risk — Paying excessive fees is a
significant risk in any asset class. Investment management fees
and performance fees are sometimes charged by both Partners
Capital and the Manager used. Investors might bear multiple
levels of fees.
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Valuation Risk — Valuation of the securities and other
investments may involve uncertainties or judgmental decisions.
Independent pricing information may not always be available.

Side Letters — Private funds may enter into agreements (“Side
Letters”) with certain prospective or existing investors, under
which those investors receive advantages.

Hedging Transactions — While the use of hedging techniques
can reduce the risks associated with particular investments, the
transactions themselves entail risks. If there is an imperfect
correlation between a hedging instrument position and a
portfolio position that is intended to be protected, the desired
protection may not be obtained, and result in greater risk of loss.

Derivatives — Risks include but are not limited to: changes in
the market value of securities held, and of derivatives relating to
those securities, might not correlate perfectly; the market to sell
a derivative could be illiquid; certain derivatives magnify the
extent of losses incurred; and derivatives traded over the counter
are subject to counterparty credit risk.

Small Capitalisation Stocks — Securities of small
capitalisation/financially distressed companies tend to be more
volatile than the securities of larger and more stable companies.
The securities of such companies are generally less liquid.

High Yield Securities — Funds may invest in high yield bonds
that are more risky than investment grade bonds. Yields and
prices of high yield securities may be more volatile. Lower rated
securities may include securities that have the lowest rating or
are in default, so involve risks in addition to those associated

with higher-yield securities (i.e. high degree of credit risk).
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