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Macroeconomic Commentary
After a relatively smooth first two months of 2020, the global economy and financial markets changed markedly due to the
rapid global spread of the novel coronavirus (COVID-19). Daily life was upended for much of the world, as shelter-in-place
orders and business closings became the norm across the globe. Subsequently, the April unemployment rate has spiked to
nearly 15% in the U.S., while unprecedented fiscal and monetary policy responses have been enacted1. The short-term impact
of these actions has helped stabilize the equity and credit markets, at least in the U.S., although economic data in Q2 will
likely paint a bleak picture and potentially indicate a recession.
The venture capital and private equity markets were also impacted by the novel coronavirus in Q1 2020. Fundraising statistics
across the industry were respectable during Q1, although many of those capital raising processes commenced in late 2019 or
early 2020 and thus were less impacted by the spread of the virus. Similarly, the first two months of the year were basically
a continuation of 2019 with respect to transaction activity. As the quarter wore on, new investments and divestments slowed
meaningfully as practitioners focused more on managing their existing portfolios rather than executing new investments in
such volatile and uncertain times.
U.S. Private Equity
U.S. fundraising activity remained consistent in terms of capital raised year-over-year; $45.2 billion was raised by 46 funds in
Q1 2020, compared with $45.6 billion raised by 29 funds during the same period last year. However, it is expected that 1H
fundraising levels will fall meaningfully year-over-year. Private equity firms that commenced fundraising pre-COVID-19 have
largely remained on track and successfully closed new partnerships, particularly those with established brand names and
strong historical track records. However, others that previously planned to raise capital in 2020 have begun to postpone the
timing of their fundraises, and in some cases delay them entirely until 2021. Abbott projects fundraising to be more subdued
throughout the balance of the year, or at least until managers have more clarity on the economy. In the meantime, many
limited partners are focusing on funding outstanding capital call obligations and managing current asset class allocations.
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impediment to private equitybacked investments. Anecdotally, the spread between buyer and seller expectations remains wide at this point. In the
coming quarters deal types may shift to more opportunistic transactions, including distressed buyouts, private investments
in public equity (“PIPEs”), minority investments, corporate carve-outs, and add-on acquisitions.
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Similar to the trend observed during 2019, private equity-backed exits in the U.S. remained down pre-COVID-19. In the first
quarter of 2020, U.S. exits totaled $61 billion across 265 transactions with the number of exits flat and the value down 37%
year-over-year. Exit activity is expected to diminish significantly as private equity firms hold investments rather than sell at
reduced market multiples. Larger deals dependent on the syndicated bank market or reliant on exits via the public markets
are expected to be more limited relative to smaller deals financed by the private credit market.
European Private Equity
European PE fundraising declined significantly in Q1 2020 with €10.9 billion raised across 20 vehicles. Travel restrictions
related to COVID-19 made it difficult for LPs to perform onsite due diligence from late February onwards, as the social
response to the virus took hold earlier in Europe than in the U.S. However, Abbott expects fundraising activity to tick upwards
during the remainder of the year as several larger European managers such as CVC, Ardian, and EQT Partners hold closes on
their current offerings.
European private equity deal activity spiked in Q1 as a result of a significant number of deals negotiated in a pre COVID-19
environment. One thousand twenty-five deals with total deal value of €132.9 billion closed during the quarter, representing
year-over-year increases of 6% and 40% in deal number and total value, respectively. Subsequent to Q1, however, deal
activity declined sharply given lockdowns across Europe. Also, the broader European economic situation is tenuous at best,
with the Eurozone's two largest economies, France and Germany, already officially in a recession.
Lastly, private equity exit activity in Europe continued its declining trajectory in Q1 2020, totaling €35.7 billion across 210
liquidity events, representing year-over-year declines of 17% and 22%, respectively. Similar to the levels of new investments
that closed, many of the exits in Q1 were from deals that were negotiated prior to the full outbreak of COVID-19 in Europe.
Sale processes that were started in Q1 were by and large postponed until later in the year or when there is more clarity with
respect to the true impact of the crisis.
Venture Capital and Growth Equity
Many of the trends noted in past market reviews held true during the first quarter of 2020, as momentum established in the
venture capital and growth equity markets before the coronavirus pandemic largely continued. Although this segment of
the private equity ecosystem appears to have been less affected to date, Abbott expects overall activity to decline as the
full effects of the pandemic are more known.
U.S. VC Fundraising Activity by Size
Through March 31, 2020
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Fundraising remained robust in Q1 2020 and is on pace
to again surpass $50 billion. Overall, $21 billion was
raised across 62 funds, far exceeding the $9.6 billion
raised across 37 funds during the same time period last
year. The increase in amount raised can be attributed to
several mega-funds ($1 billion or more in size) that were
raised during the quarter. These funds represented
approximately 50% of total capital raised during the
quarter, which if annualized, would be the highest
percentage on record. Conversely, first-time fundraising
had a more challenging start to the year. Abbott expects
first-time fundraising to remain depressed due to
COVID-19.
At the same time, venture capitalists invested $34.2
billion in Q1 2020, which puts the year on an early pace
to match the last two years’ record levels in terms of
deal value. Valuations across all stages of deals
remained elevated and 49 late-stage mega-deals ($100
million+) closed in 2020 through Q1. While large rounds
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continued to dominate and increase aggregate deal volume, deal count declined 27% in Q1 2020 with 2,298 closed versus
3,612 in Q1 2019. Before COVID-19 hit, round sizes and valuations were getting larger and more expensive. While valuations
have not shifted much yet, early indications from the NVCA suggest that aggregate deal volume and valuations for companies
seeking capital are likely to be affected in the coming quarters.
Coming off an outlier year for exits, 2020 started off at a slower pace. Exit conditions largely remained favorable in Q1 2020,
which saw total exit volume at $19.3 billion across 183 transactions. In contrast to the last couple of years, acquisitions, not
IPOs, made up the majority of capital exited during the quarter. This was largely driven by Visa’s $5.3 billion acquisition of
Plaid and Google’s $2.6 billion acquisition of Looker. The slowdown in public listings observed in Q4 2019 continued in 2020
and was further hampered by the volatility in the public markets due to the ongoing COVID-19 crisis. Ten venture-backed
IPOs raised $5.6 billion in Q1 2020, compared with 14 that raised $26.1 billion during the same period last year. Public market
volatility and the current economic climate is expected to put a damper on VC-backed exits through the short- to mediumterm.
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Secondaries
The turbulent times that began in March 2020 also had a significant impact on the secondaries market. Statistics from Preqin
show a strong first quarter in terms of fundraising, with approximately $19 billion of capital closed by secondaries funds.
However, this number is skewed by a single mega fund that closed on $14.4 billion in early January 2020. Since the beginning
of March, only two funds were able to hold final
Aggregate Global Secondaries Fundraising by Quarter
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buyers were predominantly focused on
managing their portfolios and less focused on evaluating new deals. At the same time, headline discounts widened since
transactions were priced based on high Q3 or Q4 2019 valuation marks. Lazard expects that volumes may continue to be
depressed until Q1 or even Q2 2020 valuations have been published and buyers have more visibility regarding the long-term
impact of COVID-19 on the respective portfolios. Deal volume is expected to rebound during the second half of the year as
more supply should come to market, driven by denominator effect concerns coupled with a slowdown in distributions, as
well as continuously strong demand from secondary funds that have significant dry powder and are looking to deploy
through the cycle.
$0.0

A recent trend relates to younger vintages being brought to market as sellers aim to reduce the amount of unfunded
commitments in their portfolios. In some of these cases, strip sales offer a valuable alternative to a full sale since a seller
can realize partial liquidity while maintaining the GP relationship. In addition to strip sales, buyers and sellers are exploring
other alternative liquidity structures including preferred equity solutions, senior debt financing, and structured joint
ventures. In contrast, GP-led deals that involve the sale of assets into a continuation SPV have been largely paused since
the start of the pandemic. Many transactions that were launched prior to the outbreak were priced off of Q3 or Q4 2019
valuations, and for most of these deals a significant re-repricing has proven to be difficult. In general, buyers and sellers

3

Abbott Capital Management, LLC
First Quarter 2020 Private Equity Market Overview
appear to be in a holding pattern until Q1 or Q2 2020 valuations become available and there is more visibility regarding the
long-term outlook of the underlying businesses.
In terms of leverage, the recent events will likely lead to pressure on existing portfolios that secondary buyers acquired with
significant transaction-based leverage. As Secondaries Investor pointed out back in September 2019, some secondaries funds
employ fund‐level leverage, additional transaction‐based leverage, and operate with an LP credit facility. The result is a
complex picture of five intertwined leverage levels when adding these three forms of secondary acquisition financing on top
of the debt burden at the underlying company level and a PE manager’s own capital call facility. While the magnitude of the
impact is difficult to predict, the shakeout from the pandemic will likely expose differences between secondary funds that
relied too heavily on financial engineering compared to those that are more focused on generating returns through capital
appreciation from high-quality assets.

SOURCES CONSULTED
With respect to private equity information, information was sourced through: Pitchbook Q1 2019 US PE Breakdown; Pitchbook Q1 2020 US PE Breakdown;
Pitchbook Q1 2019 European PE Breakdown; Pitchbook Q1 2020 European PE Breakdown.
With respect to venture capital information, information was sourced through: Q1 2019 Pitchbook-NVCA Venture Monitor; Q1 2020 Pitchbook-NVCA
Venture Monitor.
With respect to secondary investment information, information was sourced through: Secondaries Investor, Secondaries: Avoiding the Hidden Risks
(September 2019); Preqin; Elm Capital USA Limited, Private Markets Review (May 2020); Lazard, Impact of Covid-19 on the LP Secondary Market
The views expressed are Abbott’s opinion as of May 2020 and are subject to change without notice.
IMPORTANT INFORMATION
Past performance is not a guide to future results and is not indicative of expected realized returns.
This material is for informational purposes only and is not an offer or a solicitation to subscribe to any fund and does not constitute investment, legal,
regulatory, business, tax, financial, accounting or other advice or a recommendation regarding any securities of Abbott, of any fund or vehicle managed by
Abbott, or of any other issuer of securities. Interests in the Abbott Funds have not been and will not be registered under the U.S. Securities Act of 1933,
as amended, any U.S. State securities laws or the laws of any non‐US Jurisdiction. None of the Abbott Funds are registered as an Investment Company
under the U.S. Investment Company Act of 1940, as amended nor is it expected that they will be in the future. Interests in the Abbott Funds, and information
provided herein, have not been approved or disapproved by the U.S. Securities and Exchange Commission (“SEC”) or by any securities regulatory authority
of any U.S. State or non‐U.S. jurisdiction and neither the SEC nor any such authority has passed upon the accuracy or adequacy of this communication or
the merits of Abbott or any Abbott Fund, nor is it intended that the SEC or any such authority will do so. Investment in the Abbott Funds may not be
suitable for all investors; investors should carefully consider risks and other information and consult their professional advisers regarding suitability, legal,
tax and economic consequences of an investment. Abbott’s registration as an investment adviser under the Investment Advisers Act of 1940, as amended
to date, does not imply any certain level of skill or training.
Private equity investments are highly illiquid and are not suitable for all investors. All investments are subject to risk of loss, including the loss of principal.
Private Equity performance is volatile and the value of investment(s) will fluctuate. Additional risks include, among others, those associated with the use
of leverage, illiquidity and restrictions on transferability and resale of private equity investments, dependence on the performance and judgment of
underlying portfolio investment managers over which Abbott has no control, Abbott’s ability to access suitable investment opportunities sufficient to satisfy
each client’s investment objectives, and the speculative nature of private equity investments in general. Diversification will not guarantee profitability or
protection against loss. There is no assurance that any Abbott Client's objective will be attained.
The views and information provided are as March 11, 2020 unless otherwise indicated and are subject to frequent change, update, revision, verification
and amendment, materially or otherwise, without notice, as market or other conditions change. There can be no assurance that terms and trends described
herein will continue or that forecasts are accurate. Certain statements contained herein are statements of future expectations or forward-looking
statements that are based on Abbott's views and assumptions as of the date hereof and involve known and unknown risks and uncertainties (including
those discussed below and in Abbott’s Form ADV Part 2A, available on the SEC’s website at www.adviserinfo.sec.gov) that could cause actual results,
performance or events to differ materially and adversely from what has been expressed or implied in such statements. Forward-looking statements may
be identified by context or words such as “may, will, should, expects, plans, intends, anticipates, believes, estimates, predicts, potential or continue” and
other similar expressions. Neither Abbott, its affiliates, nor any of Abbott’s or its affiliates' respective advisers, members, directors, officers, partners,
agents, representatives or employees or any other person (collectively “Abbott Entities”) is under any obligation to update or keep current the information
contained in this document.
No representation or warranty, express or implied, is given by or on behalf of the Abbott Entities as to the accuracy, fairness, correctness or completeness
of third party sourced data or opinions contained herein and no liability (in negligence or otherwise) is accepted by the Abbott Entities for any loss
howsoever arising, directly or indirectly, from any use of this document or its contents, or otherwise arising in connection with the provision of such third
party data.
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Copyright© Abbott Capital Management, LLC 2020. All rights reserved. This material is proprietary and may not be reproduced, transferred or distributed
in any form without prior written permission from Abbott. It is delivered on an “as is” basis without warranty or liability. All individual charts, graphs and
other elements contained within the information are also copyrighted works and may be owned by Abbott or a party other than Abbott. By accepting the
information, you agree to abide by all applicable copyright and other laws, as well as any additional copyright notices or restrictions contained in the
information.
To UK Investors: If communicated by Abbott Capital (Europe), Ltd, this material may be distributed to, or directed at, only the following persons: (i) persons
who are “investment professionals” as defined in article 14(5) of the FSMA 2000 (Promotions of Collective Investment Schemes)(Exemptions) Order 2001
(the “PCISE Order”); (ii) persons who are high-net-worth companies, unincorporated associations, partnerships or trusts falling within any of the categories
of persons described in article 22 of the PCISE Order; and (iii) any other person to whom it may otherwise lawfully be made in accordance with the PCISE
Order or rule 4.12.4 of the Conduct of Business Sourcebook of the FCA Handbook (all such persons together being referred to as “Relevant Persons”).
Persons who are not Relevant Persons must not act on or rely on this material or any of its contents. Any investment or investment activity to which this
material relates is available only to Relevant Persons and will be engaged in only with Relevant Persons. Recipients must not distribute, publish, reproduce
or disclose this material, in whole or in part, to any other person. Abbott Capital (Europe), Ltd, is authorized and regulated by the UK Financial Conduct
Authority.
If communicated by Abbott Capital Management, LLC, this material may be distributed to, or directed at, only the following persons: (i) persons who have
professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the “FP Order”), (ii) high-net-worth entities falling within Article 49(2) of the FP Order, and (iii) any other persons to whom it may otherwise
lawfully be communicated (all such persons together being referred to as “FPO Relevant Persons”). Persons who are not FPO Relevant Persons must not
act on or rely on this material or any of its contents. Any investment or investment activity to which this material relates is available only to FPO Relevant
Persons and will be engaged in only with FPO Relevant Persons. Recipients must not distribute, publish, reproduce or disclose this material, in whole or in
part, to any other person.
Coronavirus Outbreak Risks. The recent global outbreak of the 2019 novel coronavirus (“COVID-19”), together with resulting voluntary and U.S. federal
and state and non-U.S. governmental actions, including, without limitation, mandatory business closures, public gathering limitations, restrictions on travel
and quarantines, has meaningfully disrupted the global economy and markets. Although the long-term economic fallout of COVID-19 is difficult to predict,
it has and is expected to continue to have ongoing material adverse effects across many, if not all, aspects of the regional, national and global economies.
In particular, the COVID-19 outbreak has already, and will continue to, adversely affect many private equity investments and many of the industries in
which private equity managers operate. The ability to operate effectively, including the ability of personnel or service providers and other contractors to
function, communicate and travel to the extent necessary to carry out investment strategies and objectives and business, has been, and will continue to
be, impaired. Markets are experiencing very high levels of volatility and generally stressed conditions. Businesses across the United States and the world,
and across most sectors, are experiencing significant challenges to their revenues and business, which could make it difficult for businesses to continue as
a going concern. Unemployment is likely to rise significantly and reduced revenues may reduce profits or lead to losses. Many governments--federal, state,
local, and non-United States--have imposed limitations on businesses and intervened in markets in an effort to ensure they continue to function. It is
unclear how long these conditions will continue and, the longer these conditions continue, the risk of a long term adverse effect increases. The extent of
COVID-19’s impact will depend on many factors, including the ultimate duration and scope of the public health emergency and the restrictive
countermeasures being undertaken, as well as the effectiveness of other governmental, legislative and financial and monetary policy interventions
designed to mitigate the crisis and address its negative externalities, all of which are evolving rapidly and may have unpredictable results. Even if and as
the spread of the COVID-19 virus itself is substantially contained and economies are able to “re-open”, it will be difficult to assess what the longer-term
impacts of an extended period of unprecedented economic dislocation and disruption will be on future macro-and micro- economic developments, the
health of certain industries and businesses, and commercial and consumer behavior.
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