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1. Foreword

November 2022

We are pleased to release the March 2022 edition of the
RisCura-SAVCA South African Private Equity Performance
Report. This report tracks the performance of a representative
basket of South African private equity funds and is published
quarterly. The purpose of the report is to provide stakeholders
in South African private equity with insight into industry returns,
and to establish and maintain an authoritative benchmark far
the measurement of private equity performance in this market.
Since its inception in September 2010, this report has become
a vital component in the marketing of the private equity
industry. We would like to thank SAVCA members for making
their performance data available, and for their commitment to
this project.
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Head of Alternative Investment Services: RisCura
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2. Market Commentary

Implications of the Russia-Ukraine conflict
on financial markets

The Russia-Ukraine dispute - the most noteworthy conflict
in Europe since World War Il - comes at a delicate time
for the global economy. It has shattered hopes of global
economic recovery fram the ravages of Covid-19, at least
in the short term.

On 24 February 2022, Russian President Vladimir Putin
ordered the invasion of Ukraine, releasing Russian air forces
and sending troops into the country. Preceding these
developments, global economic uncertainty had already
been elevated. Fears of higher inflation and official interest
rates resulted in falling share prices and higher bond yields.
Share prices fell further with the outbreak of hostilities, and
investors considered the safety of gold and government
bonds, driving bond prices higher and vields lower.

Global capital markets experienced the initial drop on
24 February, stabilising and rebounding the following
trading day (25 February). The day after the invasion and
initial plunge, the three major US stock indexes closed on the
upside following the rebound, with the Dow Jones Industrial
Average, the S&P 500, and the Nasdaq up 2.51%, 2.24%,
and 1.64%, respectively. European stocks followed suit,
with Russia's RTS Index up 26.12% after tumbling more than
50% during the previous session, while the UK's FTSE 100,
France’s CAC 40, and Germany’s DAX rose more than 3%.

Oil prices increased due to fears that Russia, the world's
second-largest oil producer, would either restrict supply or
be locked out of an already tight world oil market. US stocks
rose during the early days of the war. Although markets have
turned volatile since the Russian military entered Ukraine,
that volatility echoes uncertainty about US monetary
policy rather than Russian military policy. To date, the
markets' reaction to the war is consistent with what history
suggests: geopolitical crises do not typically have long-term
consequences for investors.

Volatile markets can be discouraging for investors and
recessions can result in some companies cutting back on
labour costs, causing job losses. The war in Ukraine is
a tragedy of many lives lost and many more profoundly
disrupted. As a result, the World Bank's Board of directors
made USD489%m available on 7 March 2022 to help stem
a food security crisis threatened by Russia’s invasion of
Ukraine. This financing was approved as a support package
for Ukraine called Financing of Recovery from Economic
Emergency in Ukraine - or FREE Ukraine. The World Bank
estimates warn that for each percentage point increase
in food prices, 10 million people are thrown into extreme
poverty worldwide.

Due to the lagging nature of the private financial markets
and alternative investments, the effects of the war will be
visible in the medium to long term. However, the International
Private Equity and Venture Capital Valuation Board issued

further guidance following the disruptions in the geopolitical
and macroeconomic environment.

The Board reiterated the need for additional considerations
in the fair valuation of alternative investments, including:

« Theimpact of sanctions directly and indirectly on investee
companies.

« The impact of the significant increases in the prices of
commodities, raw materials and energy; and potential
supply chain shortages on the performance of investee
companies.

« Reduction in future profits due to the withdrawal of the
investee company from a specific region.

In this report, we note an uptick in the five-year IRR from
1.8% in Q4'21 to 2.6% as funds continue moving up the
j-curve, The three-year and five-year USD pooled IRR have
shown improvement from -1.8% to 0.6% and -1.3% to 0.6%,
respectively.

Ntokozo Mkhize
Junior Associate, RisCura
Alternative Investments Services
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3. Private equity in South Africa

Private equity is an asset class which differs in nature from
most other assets, including listed equity. Typically, private
equity fund investments show low correlation to quoted
equity markets and are relatively illiquid, particularly in the
early years.

Private equity will normally show a drop in net asset value
before showing any significant gains. This is often the effect
of management fees and start-up costs on the relatively small
capital base of a new fund. Private equity funds in South Africa
typically follow a commitment and draw-down model, which
means that investors commit a certain total of capital at the
start of a fund, but are only requested to transfer cash to the
private equity manager as investments are identified or costs
are incurred. These funds typically return capital during the
course of the fund’s life as investments are realised.

South African private equity offers institutional investors
the opportunity to invest in an asset class which has
historically outperformed listed equity over the long term. It
does, however, have a different nature from quoted equity
and it is crucial that an institutional investor considers the
appropriateness of private equity to its particular objectives.
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4. Methodology

Methods of measuring performance

The most widely accepted method for calculating returns of
private equity funds is the annualised internal rate of return
(IRR) achieved over a period of time. As a sense check to the
IRR measure, we also use the Times Money performance
measure. This report measures performance in two ways: by
'since inception’ and 'end-to-end' (over three, five and ten years.
The IRR calculated in this report is net of fees over all periods.

IRR since inception

This is the most widely used IRR measure of private equity
performance. It measures the return of PE funds based on all
cash flows in and out of the fund, as well as the remaining net
asset value of the fund. This therefore mast closely reflects
the return an investor would achieve if they invested at the
start of the fund. This is the most likely scenario in South
Africa where investors in private equity funds are locked in
for the life of the fund, and must catch up initial fees when
joining a fund after the initial investors.

End-to-end IRR

End-to-end IRRs allow the computation of the return of groups
of private equity funds which do not necessarily have the same
inception date. This calculation also allows a better
comparison of private equity returns to those of other
asset classes over similar periods. While this method has
advantages, it must be noted that it allows the returns
of funds at different life cycle stages to be combined.
Where the period selected contains more new funds than
older funds, the return will likely include a higher balance

4 | METHODOLOGY 5| PERFORMANCE IN
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of fees than a time period with more older funds. The
longer term IRRs are considered to be the most indicative
of private equity performance across different stages
of the economic cycle, and are considered to be the
headline measures. Shorter term returns should be viewed
with caution as private equity is a long term investment.
However, shorter period returns may be indicative of the
general performance of private equity over this short period.

Times Money

Times Money is the ratio of total capital invested to total
capital returned and remaining value. This is a useful cross-
check of IRR measures, and is easily understandable. While
IRR calculations are heavily dependent on the length of time
that capital has been invested, Times Money does not take
time into account. A Times Money in excess of 1 means that
value has been created for the investor,

Public market equivalent (PME)

This measure seeks to equate the heavily timing-dependent
returns of private equity funds with the returns of public
market indices. The measure is a ratio of the net outflows
from PE funds re-invested into the public index to the end of
the fund's life, divided by the inflows into a PE fund invested
in the public index until the end of the fund’s life. A ratio of
above 1 reflects outperformance of private equity, while a
ratio under 1 reflects under performance.
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5. Performance in South African Rands (ZAR)
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6. Performance in US Dollars

Pooled IRR by time period Pooled IRR by vintage year Pooled IRR by fund size
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7. Listed equity comparison (ZAR)

CAGR Performance compared to listed equity markets
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8. Private equity returns over time

SA PE pooled rolling IRR year on year returns (ZAR)
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9. How to use this report

Useful Information

Returns of cash flow and portfolio value data from private
equity managers are the primary source for information
included in this Report.

The IRR performance calculation solves for the discount rate
that makes the Net Present Value of a set of cash flows equal
to zero. The calculation is based on cash-on-cash returns over
equal periods, modified for the residual value of the fund's
equity (NAV). The residual value attributed to each respective
group being measured is incorporated as its ending value.

The database accounts for cash flows on a daily basis
wherever possible otherwise a monthly basis, and NAVs on
a quarterly basis.

The End-to-End performance calculation is similar to the
since inception IRR, however, it is measuring the return
between two points in time. The calculation takes into
account the opening NAV, the in-period cash flows and the
closing NAV. Returns are then annualised for comparability.

The pool of funds has been split into subsets where this
would enhance the user's understanding of returns. However,
this has been balanced with confidentiality considerations,
and no such subsets include fewer than four funds.

Most funds included in this Report have unrealised
investments, and therefore rely on the valuation of these
investments to determine returns. All participating fund
managers are members of SAVCA and apply the International
Private Equity and Venture Capital Valuation Guidelines to

determine these valuations. RisCura has not verified that
these Guidelines have been adhered to.

Only South African Rand denominated funds have been
included in this Report, and therefore none of the returns
included are affected by exchange rate movements.

Definitions

CAGR is the compound annual growth rate.

Committed capital is the value of dedicated investment funds
pledged by the investors of a private equity fund and available
for investment. This is a proxy for the size of the fund.

Fund Size is determined by the committed capital of a fund.

IRRs are money-weighted returns that should be compared
to time-weighted returns with caution. Time-weighted
returns are used to measure returns in most asset classes
where frequent valuations are available.

PME Public Market Equivalent is a measure that determines
whether private equity returns have exceeded or under-
performed a public market. A PME score of more than one
indicates outperformance of private equity.

Pooled IRR aggregates or "pools” all cash flows and ending
NAVSs to calculate a money-weighted return.

Realised Times Money is the ratio of cash returned to
investors divided by total cash invested.

Total Times Money is the sum of the Realised and Unrealised
Times Money.

Unrealised Times Money is the ratio of the carrying value of
portfolio investments not yet returned to investors divided
by total cash invested.

Vintage Year is defined as the year in which a fund first draws
down capital from its investors.
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10. About

About RisCura

RisCura is a purpose-driven investment firm that offers
investors unigue insights, advice, and investments on their
journeys to achieving exceptional performance, while still
meeting their broader investment goals. Today RisCura
advises clients and manages investments with combined
assets of more than R2.5 trillion.

A global leader in emerging and frontier markets, RisCura
is known for its investment expertise and offers services to
asset owners, investment managers and service providers
across the industry. Through constantly exploring new ways
to invest with care and meet the needs of clients, RisCura
has helped to bring about impactful investment opportunities
in the markets we operate in, while steering global capital
towards investments that benefit society and the planet in
the long run.

RisCura has won numerous industry awards and has a
footprint in South Africa, the United Kingdom, the US, China,
Hong Kong. Botswana, Kenya, Mauritius, Namibia, Nigeria,
Zambia and Ireland.

For more information about its investment services and
approach, visit www.riscura.com.

About SAVCA

The Southern African Venture Capital and Private Equity
Assaociation (SAVCA) is the industry body and public policy
advocate for private equity and venture capital in Southern
Africa, representing about R165 billion in assets under
management, through 150 members. SAVCA promotes
Southern Africa private equity by engaging with regulators
and legislators an a range of matters affecting the industry,
providing relevant and insightful research on aspects of the
industry, offering training on private equity and creating
meaningful networking opportunities for industry players.

For more information visit www.savca.co.za.
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