Abbott Capital Management, LLC
2019 Year-End Market Review
What a difference a year makes; after a volatile end to 2018, 2019 both began and closed with a bang, as the global economy
and public equity markets demonstrated resiliency amid a myriad of uncertainties. The S&P 500 appreciated almost 30% in
2019, its highest yearly gain since 2013, while the tech-heavy NASDAQ produced even more impressive gains of approximately
35%. Growth outside of the U.S. was attractive, but more modest; the MSCI ACWI (global ex-U.S.) and MSCI Emerging Markets
Index appreciated approximately 24% and 15%, respectively.
With respect to private equity, venture capital and growth equity, the levels of fundraising, investment, and exit activity of
the recent past largely persisted in 2019. Capital raised across all segments remained elevated at or near record levels as
investor demand for venture capital and private equity, two asset classes perceived to have alpha-generating return potential,
continued. Elevated public and private market valuations caused a slowdown in new investment activity as private equity
practitioners, in general, were disciplined deploying capital. Exit activity declined as well, likely a result of financial and
strategic acquirers exercising caution and robust exit activity in the preceding years. With regard to the secondary market,
general partner-led transactions remained prevalent; the continued maturation and institutionalization of the asset class has
led both general and limited partners to seek eloquent liquidity solutions.
The following commentary provides an analysis of 2019 private equity, venture capital and growth equity, and secondary
market activity.
Private Equity
U.S. and European fundraising activity reached record levels in 2019. Over the past year in the U.S., 202 funds raised $301
billion compared with $198 billion raised by 214 funds in 2018, with 95% of new funds raised larger than their predecessor
vehicles. Across Europe, 89 funds raised €86 billion compared with €70 billion raised by 80 funds during the prior year. Global
fundraising was driven by technology-focused funds, which have demonstrated the greatest outperformance relative to
public markets during the current cycle, in
U.S. PE Deal Activity by Year
addition to larger funds with over $5 billion in
Through December 31, 2019
total commitments as limited partners
$900
6,000
5,345
5,133
continued to consolidate their number of
4,778
general partner relationships.
$750
5,000
4,470
4,446

4,258

New investment activity in both the U.S. and
Europe was strong in 2019, although it fell
3,164
2,788
short of 2018 levels as robust fundraising only
$450
3,000
partially offset concerns about market pricing
1,903
and the current stage of the economic cycle.
$300
2,000
In 2019, U.S. private equity firms executed
5,133 investments, representing $678 billion
$150
1,000
in deal value, versus 5,345 investments
representing $730 billion in deal value in
$0
0
2018. Average median purchase price
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
multiples in the U.S. also remained elevated,
Deal Value ($B)
Deal Count
but were down slightly year-over-year, at
10.9x EV/EBITDA in 2019 compared with
Data Source: PitchBook 2019 Annual US PE Breakdown
11.5x in 2018. New investment activity also
fell slightly across Europe, with a total of
3,867 investments representing €454 billion in deal value versus 3,995 investments representing €465 billion in deal value in
2018. As mentioned previously, software and other technology-related investments continued to gain share, with sectorfocused and generalist firms alike pursuing investments in these sectors.
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Private equity-backed exits in both the U.S. and Europe were down meaningfully in 2019, likely a result of significant exit
activity and resulting distributions in prior years, as well as a general level of cautiousness with respect to capital deployment
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by financial and strategic acquirers alike. In 2019, U.S. private equity-backed exits totaled $318 billion across 1,035
transactions versus $442 billion across 1,240 transactions in 2018. European exit activity was also lower, with €202 billion in
exit volume across 900 transactions versus €260 billion across 1,182 transactions in 2018. Approximately 50% of private
equity-backed exits, by value, were secondary acquisitions by other financial sponsors, which includes a significant number
of recapitalizations whereby existing investors take partial liquidity and roll-over into the new transaction. These investments
allow existing investors to generate partial liquidity for their limited partners, while also serving as a potential new investment
opportunity in a company where the private equity firm has intricate knowledge of the company and thus seemingly lower
team risk.
Venture Capital and Growth Equity
While overall investment activity in 2019 remained consistent with 2018 levels, activity during the second half of 2019
decelerated meaningfully when compared to the same time period last year. At the same time, venture capitalists were
rewarded handsomely with record-breaking exit values, mostly the result of headline IPOs, although subsequent trading
performance for many of these IPOs has been more challenged. Fundraising decreased year-over-year per numerous data
sources, a slightly misleading statistic given the record fundraising market of 2018. Many venture capital and growth equity
firms have deployed these funds faster than anticipated, and as a result fundraising in 2020 is once again expected to be
robust.
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market conditions and robust limited
partner demand. Further highlighting the trend towards larger funds, micro-funds, or funds with less than $50 million in
commitments, declined to the lowest levels since 2011. Furthermore, as smaller funds have declined, funds with committed
capital between $50 million and $250 million increased to 43% of the overall fund count in 2019, 35% greater than during
2018.
According to the NVCA, venture capitalists deployed over $100 billion for the second year in a row, having deployed
approximately $137 billion across 10,777 investments in 2019. Not surprisingly, later stage deals accounted for roughly 62%
of the total deal value as high-growth companies continued to attract significant capital at higher valuations. This trend was
driven by mega-deals, or deals that raised greater than $100 million; 181 such investments were executed in 2019 for yearover-year growth of approximately 10%. Later stage, pre-money valuations also continued to rise, with the median valuation
growing to $88 million, or 16% above 2018. As discussed in numerous past market reviews, companies are staying private
longer and seeking financings from later stage venture capitalists or other non-traditional venture capital investors. In fact,
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85% of the completed mega-deals across all stages in 2019 saw participation from non-traditional investors, such as family
offices, hedge funds, strategic investors and mutual funds. While later stage investments commanded most of the aggregate
dollars and the largest valuations, pre-money valuations continue to increase across all stages. Median pre-money valuations
grew 14% and 18% year-over-year across seed and early stage investments, respectively.
Venture-backed exit activity increased 97% year-over-year; in fact, full-year 2018 activity was surpassed during the first two
quarters of 2019 alone, driven largely by Uber’s high-profile IPO during the second quarter. Notably, industry data typically
reports venture-backed IPOs as exits, although in most cases venture capitalists continue to own public shares and therefore
performance remains unrealized from a limited partner perspective. Even though exit activity moderated during the second
half of the year, 2019 still saw 882 exits generate $256 billion. After years of pent-up demand, venture-backed IPOs were the
principal driver behind the record year. There were 80 venture-backed IPOs in the U.S. with a total value of just under $200
billion in 2019, a marked increase of 204% in value from 2018. In addition to Uber’s offering, 2019 also saw IPOs from Lyft,
Slack, Pinterest, DataDog, Peloton, and Cloudflare, among many others. However, post-IPO trading performance has been
mixed for many of these companies over the second half of the year as public investors focused on operating metrics, most
notably profitability, rather than top-line growth. This performance, as well as the highly publicized challenges and failed IPO
of WeWork, has given pause to numerous technology companies that were in consideration for an IPO during Q4 2019. Of
the resulting 13 IPOs in Q4 2019, nine were healthcare or life sciences businesses. Public market investors proved to have
different price expectations for some of the highly-valued, venture-backed technology businesses.
Secondaries
As predicted in Abbott’s mid-year market review, 2019 represented the third straight record year in the secondary market as
volume grew 19% from 2018, reaching $88 billion. However, 2019 was a year of two halves; while the first half experienced
a record-breaking high of $46 billion in deal volume, a 56% increase year-over-year, second half activity was softer than
expected at $42 billion, or a 2% year-over-year decline. Historically, second half volume represented close to two-thirds of
the total for the year, compared with the roughly 50-50 split witnessed in 2019. Abbott believes the decline in second half
activity was due to several reasons, first and foremost that the unprecedented volume of activity during the first half of 2019
allowed buyers to be more selective and opportunistic over the latter six months of the year. Similarly, there were fewer full
portfolio solutions during the latter half of the year, thereby increasing the number of mosaic transactions. These deals
generally have a lower likelihood of transacting given the mix of attractive and lower quality assets in a portfolio.
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Fund recapitalizations, otherwise known as
continuation or extension fund deals,
represented 76% of GP-led transactions,
according to Lazard. A notable shift in 2019
was the prevalence of portfolio company
concentration within such deals. According to
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Lazard, single assets made up more than one-third of fund recapitalizations in 2019, which was more than double the relative
volume share from the prior year. In theory, these transactions allow general partners to continue to own a trophy asset
despite an expiring fund term, and potentially generate even larger returns through an extended hold period. A cynic would
also note these deals allow sponsors to reap additional fees and potentially future carry, while also crystalizing carried interest
in their existing vehicles. As a result, it is imperative that limited partners fully scrutinize these deals to make sure both limited
and general partners are fully aligned in these transactions.
Contrary to popular opinion of elevated secondary market valuations, secondary pricing fell across the board in 2019, as the
average high bid declined by 400 basis point, to an average of 88% of NAV. Pricing remains higher for younger fund vintages,
or funds raised in 2013 or later, but only modestly at 89%. These vintage year funds represented 51% of total transaction
volume in 2019. In addition, venture funds, on average, continue to show larger discounts compared to their buyout brethren
given the relative difficulty of underwriting high growth rates in less mature businesses. Overall, discounts of 20% or greater
are generally required to entice buyers in pre-GFC funds given the concentrated nature of many of these remaining funds.
However, such vintages still represented 35% of funds sold in 2019, by number of transactions.
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Summary
The financial markets started and ended 2019 on a high note, as market conditions remained accommodative for sustained
economic growth leading to significant public market appreciation. However, conditions changed drastically in Q1 2020 given
the coronavirus pandemic and resulting uncertainty and disruptions it has caused. The true impact of this virus on the global
economy and private equity industry cannot yet be quantified, but this is surely a development that is top of mind for many
investors over the coming months.

SOURCES CONSULTED
With respect to private equity information, information was sourced through: Pitchbook 2019 Annual US PE Breakdown and Pitchbook 2019 Annual European PE
Breakdown.
With respect to venture capital information, information was sourced through: Q4 2019 Pitchbook-NVCA Venture Monitor.
With respect to secondary investment information, information was sourced through: Greenhill, Global Secondary Market Trends & Outlook – January 2020; Greenhill,
Global Secondary Market Trends & Outlook – July 2019; Lazard Private Capital Solutions, 2019 Financial Sponsor Secondary Market Review.
The views expressed are Abbott’s opinion as of March 2020 and are subject to change without notice.
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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.
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-networth 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.
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