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Private equity is resilient and has been innovative in how it invests a large amount of dry
powder. However, as we enter an uncertain market, what are the biggest factors that will

impact how private markets raise and form their funds? Aranpreet Randhawa, Sean

Spence, Chris Elson, and Cameron Roper address this question, reflecting on what lies

ahead in 2023.

Q&A: What will be the biggest trend or issue impacting the European private
funds market in 2023?

Chris Elson: “We will likely see a broader range of products coming to market as the
macroeconomic environment changes. Sponsors will also continue to seek to broaden the
universe of investors that participate in their funds, including continuing to push into the
retail market, despite the broader macroeconomic picture being less than stellar. For

some within the private funds industry, 2023 will be a year of opportunity.”

Aranpreet Randhawa: “A steadier fundraising market will lead GPs to look at
alternative sources of capital in 2023. Fund managers will need to consider new
relationships - perhaps with new classes of investors or across broader geographies - as
well as working harder to emphasise their differentiating factors, including increasingly
important ESG considerations. | also expect to see GPs continuing to address liquidity
constraints for their existing portfolios through GP-led transactions and continuation

funds.”
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Cameron Roper: “The search for new sources of liquidity is likely to increase in 2023, as
fund managers grapple with slower fundraising timelines and a challenging market for
asset sales and IPOs. Alternative lenders are well placed to capitalise on this demand:
there are a number of well-established players with big balance sheets to deploy, as well
as an array of new entrants to the market. In particular, | expect to see demand for NAV
loans, preferred equity and other innovative financing solutions increase, whether to
provide support for portfolio companies, to release distributions to investors or to shore

up liquidity for opportunistic investments.”

Sean Spence: 2022 marked a very significant shift in the US regulation of private funds,
with the SEC making clear departures from its traditional disclosure-based framework to
prescriptive rulemaking, as best seen in the several restrictions for private fund advisers
outlined in the SEC’s proposed Advisers Act reforms. With this trend expected to
continue in 2023, we will see additional SEC rulemaking and guidance, in addition to a
more rigorous enforcement regime. Advisers will likely face additional regulatory
disclosure obligations and administrative burdens. As a result, any adviser, and that
includes advisers in the UK and in Europe, who expects to solicit US capital in 2023 would
be wise to actively engage with US regulatory counsel as part of their fundraising

process.
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