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Valuations

Brad Hearsh, UBS

Public company
valuations in the asset
management sector
have been trading in
line with long-term
historical averages,
while M&A valuations
have been holding up

reasonably well.

NTM P/E Multiples (12 Months) 1-YrAvg  5-YrAvg  10-Yr Avg
US Traditional 13.2x 13.7x 14.3x
19.0 UK Traditional 14.4x 14.2x 13.8x
Alternatives 9.5x 9.3x 9.7x
17.0
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Asset Management M&A — Notable Recent Transactions Brad Hearsh, UBS

Large Scale

Enterprise
AnnSuncement Target Target's AUM Valus
Recent large—sca]e Dats Country Target Acquirer (Us$bn) (Us$mm)  Sellers EV/EBITDA
M&A transactions March 2017 B swsPoman  HNA 240 1788 R oLoMUTUAL . wa
St]l']‘.‘lﬂg debate March 2017 $ Marger of Aberdeen g 374 a7on  Aberdeen . 113x
¢ Janus/ Henderson
i . February 2017 % d}'nomness SoftBank 70 3,300 {‘;-mau RESS s 10.3x
Aberdeen / Standard Life,
Pioneer / Amundi -- a sign December 2016 O £ AR Arnundi 252 3757 faUniCredit ¢ 114
i 7
of things to come? October 2016 % @ oo Henderson 191 2680 (G cemuseapy . 7.3x
May 2016 % P, ARES 77 3230 |} . 11.7x
Significant activity ——
i . - March 2016 % Marger of ﬁ = Babson 280 LEI }IH}SWL:EI}?!— v s
in alternatives e —
Decamber 2015 American Century 149 2,240
¢ Real estate, real assets FrEmRE % Ivesiments: NOMURA * e
and private credit have .
P Middle Market
been important themes
. . Announcement Target Target's AUM
[ Hedge fund minority Date Country Target Acquirer (Us$bn) % Seold Sellers Target's Expartize
sta k'E'S Mardh 2017 % m-w :&Hm. 27 nfa m-w Management # Fixed Income
February 2017 % Marger of EE“R & PAAMCD 10 nia KKR + Fund-Of-Hedge Funds
IV i 7 - - [« 5 i f i 5. I I -
Private Bql]ltj’ das 1more January 2017 $ HAYFINT 9 Majority in‘:zsfar:’s”mm'” ttutional | credit
HCthB ])ll}“'EI'S a_ﬂd January 2017 % 2 Majority + Opportunistic Credit
S BHBI'S December 2016 % CN’T_\_L\"'?‘-VN:IQE Management 20 100% ':""}_L\"‘?‘-NQ % +  Multi-Strategy
November 2015 % MDGEWOITH MIRTLIS | a0 100% '“:nc'_;:;;‘:t CAPITAL o Mubtistrategy
November 2016 % &, Dolan McEniry Scuare. & Minority . Dolan McEniry + Fixed Income
Novemnber 2016 % .. A e 3 100% [l Tocites * Equity
= LR " N —
October 2016 @ Cahert 5 33 Eaton¥ance 12 100y et . A
Dctober 2015 [ Aberdeen a8 4 o Aberdeen + Fixed Income  (Abandoned)
September 2016 @ Eureka [ Pt 4 1wo%  Eureko + Real Srtate
June 2016 % KIMARATHON m 13 Minority (QBMARATHON « Distressed Debt
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Buyer Landscape for Asset Managers

Holding US Traditional Alternative
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Transactions Considerations Brad Hearsh, UBS

+ Ownership succession / iquidity neads
+ Expand distnbution into new geographies and new channels

s Access to growth capital

s AUM scale and access to new investment capabilities, particularly in niche strategies and unigue geographies

s Strategic buyers typically looking for majority ownership

- The more integration / consclidation involved, the more important majonty / 100% waill be to the buyer

How Much Sold

» Financial buyers, including private equity, more open to both majority and minority stakes

- Many financial buyers looking to acquire revenue shares

» Upfront proceeds often represent only a portion of total enterpnse value

» Deferred purchase price can be in form of earnouts or retained equity

Form and Timing - Earnouts can be simply deferred or contingent consideration

of Consideration - Pre-arranged mechanics to determine subsequent valuations / payments

- Generally 2-5 years for earnouts and 5-7 years for retained equity liguidity

s Use of cash versus stock

» Autonomy with respect to investment process / security selection and day-to-day managemeant
Culture - Consolidating transactions naturally allow for less independence

» Continuity of salary / bonus schemes (at least for a peniod of time)

» Employment contracts, including non-competes, generally in place for 3-7 years

» Client consents required in change of control

I
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Brett Gallagher

Partner, Director of

Research and Acquisition

MNILE CAPITAL GROUP
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Asset Management Deals by the Numbers Brett Gallagher,

s Nile Capital
2012-2016
1,002
Total number of deals in the last 5 years
" Average number
Average target valuation $569 Million of deals per year
$4.0 $17.9
Billion Average AUM of Deals Y
Median AUM of
A Billion
$68 Trillion current Global AUM: $100 Trillion by 2020
Asset management 10 largest public plans
ROE rank amongst percent of budget
S&P industry groups spent on asset
management fees
1st N
88%
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Potential Mutualization of Asset Management

Brett Gallagher,
Nile Capital

Asset Management Industry Ascet Management Industry
Assels Under Management Adjusied for Float

T

E Primie ® Public m Privele = Public

Administrative & Investment Expenses as a % of Total
Median of Largest Public Plans
/—I’dw' Services. 0.8%
T

‘echnology. 15%
,'% nﬂgnﬂn;qu.nu
Office Supplies &
/\ w%l
Personal Dev, 0.3%
Other 03%

Ascet Management Industry
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Median Private Equity Commitments by Industry
Largest Public Plans

Caro, 12%

Equity ownership of asset management is controlled by a small number of private investors

Source eVestment & Nile Capital Group LLC
Fund dala as of June 2014 Plan sponsor data as of most recent reported fiscal year
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Brett Gallagher,

Public vs. Private Ownership & il Canital
. Nile Capita

REVENUE SHARE BY GICS™ INDUSTRY GROUP
® Private ® Public
Software (Tech) Hardware & Equipment Food, Beverage, Tobacco
(Tech)
Net Margirt 10.2% Net Margire 112%
Pharma & Biotech (Healthcare) Household & Personal Care
{Consumer Oriented)
Net Margin 202% Net Margir: 8.0%
e
Data as of December 2013
By contrast. equity ownership of other major industries is in public hands
-
)‘(,)‘n.
SUNSTAR sratecic 12 O An Inside Look
strategic pr. inspired marketing SUNSTAR STRATEGIC Webinar Series



Valuation

Historic Deal Multiples

Brett Gallagher,
Nile Capital

* Clear differences in P/AUM exist between firms with/without an established mutual fund complex

* Firms without a mutual fund complex are consistently valued at between 1.5% and 2.5% of AUM

*  Firms with a mutual fund complex are valued at between 2.5% and 4% of AUM —

more than a 50% premium
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Historical Trend in Median Price as % Assets under Management (with and without funds)
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Brett Gallagher,
Nile Capital

Asset Growth vs. Performance

Performance Decile of Top 20 AUM Increment Funds
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Aver age Performance Decile
S = N W & VW 0N

19%6 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 1013

Exhibit 1 Average trailing 3 year performance decile of the fop 20 funds with the highest net AUM increase in Intemational
Equily funds. 1996-2013.

AUM Increment Rank of Top 20 Performing Funds

L L L L L T T P T Ty

E AL AR DL LR R I R R L R R P R R A R R R R R R P R R R ]

Average AUM Incement Decile
L I

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 1007 2008 2009 2010 2011 2012 2013

Exhibit 2: Average net ALUM increment decile of the fop 20 performing funds in Infernational Equity. 1096-2013.

Nile Capital Group LLC, derved basad on data from Mutual Fund Data database 201312 from the
for Ressearch in Securities Prices (CRSPER), The University of Chicago Booth School of Business
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Neil Hennessy
CEO

H

HENNESSY

ADVISORS, INC.
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Depart of Labor Fiduciary Rule Q Neil Hennessy
‘ Hennessy Advisors

What it means to the Registered Investment
Advisor/Investment Professional Community

whether it is instituted, modified, or revoked.

DOL

"
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Hennessy Advisors

Passive Investing vs. Active Management Q Neil Hennessy

Implications of that debate for the

Mutual Fund/Investment Management Industry

Passive
vs. Active
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Mergers & Acquisition Activity Q :eil Hennij_
ennessy VISOrS

What it will look like in 2017 and 20187

Outlook

"
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How to Neil Hennessy
Hennessy Advisors

Making an acquisition in the

Mutual Fund/Investment Management Industry

M&A
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Please type your questions into the question box
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Thank you for participating in

An Inside Look
SUNSTAR STRATEGIC Webinar Series

Copies of the presentation, a recording and
report will be made available on our website.
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UBS Disclosures

Pages 5-8 of the presentation have been prepared by UBS AG and/or a subsidiary and/or an affiliate thereof ("UBS") for the exclusive use of the party to whom UBS delivers this
presentation (together with its subsidiaries and affiliates, the “Client”) using information provided by the Client and other publicly available information. UBS has not independently verified the
information contained herein, nor does UBS make any representation or warranty, either express or implied, as to the accuracy, completeness or reliability of the information contained in this
presentation. Any estimates or projections as to events that may occur in the future (including projections of revenue, expense, net income and stock performance) are based upon the best
judgment of UBS from the information provided by the Client and other publicly available information as of the date of this presentation. There is no guarantee that any of these estimates or
projections will be achieved. Actual results will vary from the projections and such variations may be material. Nothing contained herein is, or shall be relied upon as, a promise or
representation as to the past or future. UBS expressly disclaims any and all liability relating or resulting from the use of this presentation.

This presentation has been prepared solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. The
Client should not construe the contents of this presentation as legal, tax, accounting or investment advice or a recommendation. The Client should consult its own counsel, tax and financial
advisors as to legal and related matters concerning any transaction described herein. This presentation does not purport to be all-inclusive or to contain all of the information that the Client
may require. This presentation does not express an opinion as to whether any Client should enter into any swap or swap trading strategy that has been described herein by UBS. UBS is not
undertaking to act in the best interests of the Client or to act as the advisor to any Client that is a Special Entity as defined under Section 23.440(a) of the Commodity Exchange Act. No
investment, divestment or other financial decisions or actions should be based solely on the information in this presentation.

This presentation has been prepared on a confidential basis solely for the use and benefit of the Client; provided that the Client and any of its employees, representatives, or other agents
may disclose to any and all persons, without limitation of any kind, the tax treatment and tax structure of the transaction and all materials of any kind (including opinions or other tax analyses)
that are provided to the Client relating to such tax treatment and tax structure. Distribution of this presentation to any person other than the Client and those persons retained to advise the
Client, who agree to maintain the confidentiality of this material and be bound by the limitations outlined herein, is unauthorized. This material must not be copied, reproduced, distributed or
passed to others at any time without the prior written consent of UBS.

UBS specifically prohibits the redistribution or reproduction of this presentation in whole or in part without the prior written permission of UBS and UBS accepts no liability whatsoever for the
actions of third parties in this respect.

© UBS 2017. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.

SunStar Inc. Disclosures

M&A and Private Equity Investments
in the Asset Management Industry

April 17,2017

Opinions express in this webinar and Q&A session are the opinions of the speakers as of the date of this presentation, are subject to change, are not guaranteed and should not be considered
to buy or sell any security.

SunStar Inc. has not independently verified the information contained herein, nor does SunStar Inc. make any representation or warranty, either express or implied, as to the accuracy,
completeness or reliability of the information contained in this presentation. Any estimates or projections as to events that may occur in the future (including projections of revenue, expense, net
income and stock performance) are based upon the best judgment of the speakers shown in the information provided and other publicly available information as of the date of this presentation.
There is no guarantee that any of these estimates or projections will be achieved. Actual results will vary from the projections and such variations may be material. Nothing contained herein is,
or shall be relied upon as, a promise or representation as to the past or future. SunStar Inc. expressly disclaims any and all liability relating or resulting from the use of this presentation.

© SunStar Inc. 2017.
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