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MACROECONOMIC COMMENTARY

Public markets continued their slide in the third quarter of 2022, with the S&P 500, Russell 2000 and NASDAQ
composite all falling single digits during the quarter and experiencing year-to-date losses of 24% and 25% for
the S&P and Russell, respectively, and 33% for the tech-heavy NASDAQ. After two quarters of contraction, GDP
grew modestly in the quarter, although persistent inflation appears to have slowed personal consumption
growth. The Treasury yield curve remained inverted with the Federal Reserve Bank of New York noting that “an
inverted yield curve has predicted essentially every recession since 1950 with only one “false” signal”.

The Fed and other central banks’ hawkish approach to inflation may well bring about that recession. Following
aggressive rate increases during the first three quarters of the year, in November 2022 the Fed raised its target
rate to the highest level in 15 years, extending the fastest rate-hike environment since 1981.

Broader geopolitical, economic, and market concerns began to trickle into the private equity markets in the third
quarter. While fundraising remained fairly robust on an historic basis, signs emerged that the pace will likely
slow in the fourth quarter, with GPs ‘voluntarily’ extending their fundraising timelines and LPs beginning to feel
the denominator effect due to public market declines. Investment activity in venture capital and U.S. private
equity declined year-over-year, while European private equity remained counterintuitively robust, despite
conflict in Ukraine and soaring energy prices. Given depressed public market conditions, exit activity across all
sectors contracted in the third quarter of 2022.

VENTURE CAPITAL

* Venture capital fundraising in the U.S. will reach another record high in 2022. By the end of Q3 2022,
fundraising dollars already reached $150 billion across 593 funds, which topped the full year 2021 amount
raised of $147 billion, while falling short of the 1,139 funds attracting capital in 2021.

= VYear to date, more than 60% of the capital raised went to funds over $1 billion in size, which is a
significant increase from prior years.
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Figure 2 Data Source: Q3 2022 PitchBook-NVCA Venture Monitor.

Figure 1 Data Source: Q3 2022 PitchBook-NVCA Venture Monitor.
*Data through 9/30/2022.

*Data through 9/30/2022.
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= While U.S. venture capital investment activity continued to fall quarter-over-quarter during Q3 2022, year-
to-date investment by value is the second highest full year figure, lagging only a record setting 2021. Both
value and number are similar to 2020’s quarterly activity.

= By value, VC deal activity appears to have peaked in Q4 2021. Deal value in Q3 represented only
22% of the year-to-date figure.

= Deal counts for Q3 totaled 4,074 (including estimated deals) which is the lowest quarter since Q4
2020 at 3,364 deals. Deal count appears to have peaked in Q1 2022.
= U.S. venture capital exit activity YTD by dollar volume is 89% lower than the first three quarters of 2021, but
is in line with the first three quarters of 2014, 2015, 2016 and 2017.

= Adobe's September-announced acquisition of Figma for $20 billion would, if closed, alone exceed
the quarterly closed exits for each of Q2 and Q3 2022.
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Figure 3 Data Source: Q3 2022 PitchBook-NVCA Venture Monitor. Includes estimated data of 205 exits between Q4 2021 and Q3
2022.

U.S. PRIVATE EQUITY

= U.S. private equity fundraising exhibited
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Figure 4 Data Source: Q3 2022 PitchBook-NVCA Venture Monitor.
*Data through 9/30/2022.
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U.S. private equity investment activity has tempered from 2021's frenetic pace. The $281 billion value of Q3
2022's completed deals represented a material year-over-year decline from Q3 2021's $353 billion.

= The leveraged loan market, which underpins the financing of many buyouts, has grown more
challenged over the year, given rising interest rates, persistent inflation, and gloomy economic
outlook. The third quarter’s leverage loan institutional issuance fell to levels not seen since Q3 2009.

Although overall exit volumes will likely total far below 2021's record-setting figure, the year's $293 billion
of exit value through Q3 2022 was roughly in line with the same periods in 2020 ($228 billion) and 2019
($269 billion).

= Notably, the third quarter’s exit landscape featured a palpable lack of public listings: only 1.6% of
2022’s U.S. private equity exit value was attributable to IPOs, compared with nearly 32% in 2021's

entirety.
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Figure 5 Data Source: Q3 2022 PitchBook-NVCA Venture Monitor. Includes estimated exit count of 220 and estimated
exit value of $74.2 billion between Q4 2021 and Q3 2022.

EUROPE PRIVATE EQUITY

European private equity fundraising activity remained depressed due in part to limited partner allocation
constraints and concerns about the current market environment. Through Q3 2022, 66 funds raised €37
billion in capital, representing only 41% of full-year 2021 capital raised.

*  European fundraising for 2022 is on pace for the lowest number of funds closed and lowest amount
of capital raised since 2012.

European investment activity year-to-date 2022 will surpass 2021 levels over the same period if estimates
are accurate: 5,826 transactions closing totaling €624 billion of deal value (including estimated deals)
compared to 5,145 transactions closing totaling €515 billion of deal value during the first three quarters of
2021.

European private equity exit activity continued to see a sharp decline year-over-year in Q3 2022, as 333
liquidity events totaling €48 billion of value transacted during the quarter, representing year-over-year
declines of 13% and 50%, respectively.

= |IPOs comprised 7% of exits by value through Q3 2022, down from 36% over the same period in
2021.
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Figure 6: Europe PE Exit Activity
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Figure 6 Data Source: PitchBook's Q3 2022 European PE Breakdown. Includes estimated exit count of 417 and estimated exit value
of €61.7 billion between Q4 2021 and Q3 2022.

SECONDARIES

= Secondary fundraising slowed significantly in Q3 2022, with $5.5 billion in aggregate capital raised
globally versus $13.4 billion raised in Q2 2022.

= Only three secondaries-focused funds closed in the third quarter, a drop from 12 that closed in Q2
2022 alone.

= Total fundraising for Q1 to Q3 2022 fell 32% year-over-year to $27.6 billion, well below the highs
achieved in the first three quarters of 2020 of $50.1 billion.

= While fundraising decreased in the first three quarters of 2022 compared to the first three quarters of 2021,
capital overhang, according to Jefferies’, fell only modestly below that of 2021. The first half of 2022 saw a
capital overhang multiple (ratio of available capital to LTM volume) of 1.6x, versus 1.8x for year-end 2021.

Figure 7: Aggregate Capital of Secondary Funds Raised

$100
$80
560 $35
$4O O 7
$20 / sa1 »50 $40
$24 $22 $20 $28

2016 2017 2018 2019 2020 2021 2022*

mQl-Q3 Q4

Figure 7 Data Source: Preqin historical fundraising data for secondaries and direct secondaries funds. Downloaded 11/08/2022.
*Data through 9/30/2022. Data based on total fund size at final close.

1 Jeffries: Global Market Secondaries Review - July 2022



Abbott Capital Management, LLC was founded in 1986 with the objective of
providing Llong-term continuity and accountability in private equity
portfolio management. As a leading independent investment adviser

specializing in the creation and management of private equity investment

programs, Abbott manages assets for a global investor base comprised of
public, corporate, and multi-employer pension funds, foundations,
endowments, family offices, and high net worth individuals.
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IMPORTANT INFORMATION

Past performance is not a guide to future results and is not indicative of expected realized returns.
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