








Latin America remains attractive
vs other emerging markets, but exits
are challenging

Macroeconomic growth, availability of deal flow and entry
valuations continue to look attractive to investors with Latin
American PE exposure when compared with PE in other emerging
markets. However, the climate for exits has become more

challenging since last year.

Attractiveness of Latin American PE vs other emerging PE markets — views of LPs currently invested in Latin American PE
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The limited number of established
GPs remains the main issue for
prospective LPs

Investors considering a first commitment to Latin American PE
within the next five years continue to see the limited number
of established GPs as the main obstacle to investing. However,
existing investors in Latin American PE view the region as slightly

better than other emerging markets in this regard.
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The risk/return equation for Latin
American PE is improving, LPs think

Half of LPs think the overall risk/return equation is improving
in Latin America — with similar views expressed by both Latin
American and international LPs. For Mexico, Colombia and
Peru, significantly more LPs see this equation improving rather

than worsening.

On the other hand, investors overall see the risk/return ratio
worsening in Brazil (although international investors are more

optimistic about Brazil than Latin American LPs).

The risk/return equation in Latin America — LP views

In Latin America
In Mexico

In Colombia

In Peru

In Chile

In Brazil

T T T T T
-50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50% 60% 70%

Respondents (%)
Worsening M Improving

(Figure 6)

2014 :5




Domestic and international LPs
favour the consumer/retail
sectors, but differ on some
other industries

A majority of Latin American and international investors believe
the consumer goods/retail sector offers attractive investment
opportunities for GPs in Latin America over the next three
years. The biggest change in view over the year has been
an improving outlook for the agriculture/agribusiness sector
and a less attractive outlook for financial services and the

IT/ media/entertainment sectors.

However, the views of domestic and international investors on the
attractiveness of some sectors differ significantly. Latin American
LPs find PE real estate and infrastructure more attractive than
international LPs, while international LPs find the financial services

and oil & gas sectors more attractive than Latin American LPs.

LPs set to increase investment
in country-specific PE funds

Pan-regional funds remain the most popular method of accessing
Latin American PE for both domestic and international LPs, with
63% of LPs currently investing this way and 73% expecting to

do so within three years.

As opportunities appear in newer markets, country-
specific PE funds are becoming more important, with both
international and Latin American LPs expecting to increase
their commitments to country-specific PE funds over the next

three years.
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LP views of attractive sectors for Latin American PE over the
next 3 years — 2013 vs 2014
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Proportion of LPs accessing Latin American private equity via particular
routes — now and in 3 years’ time
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