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When you think about owning a company, what comes
to mind? A scroll of stock tickers and prices? The opening

bell ringing on an exchange floor?

That's only part of the story. In this guide to private equity
investing, we'll share our perspective on investing in

private companies.
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First Things First: What Is Private Equity?

Investing in Private Companies
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A Typical Structure for Private Equity Investments

One of the most common ways
investors get exposure to private
companies is through a private equity
fund. In a traditional private equity
fund, a group of investors known as
limited partners pool their money, and
a professional manager known as the
general partner is responsible for:

« finding companies to investin or buy,
 negotiating the terms of the investments,
* managing or advising executive teams,

« working with management to make
changes that increase the value of
the business,

 playing an oversight role by sitting
on the board, and

¢ either selling or taking the company
public at the appropriate time.

General
Partner

The general partner is the manager
of the fund, taking care of day-to-day
obligations and liable for the fund’s

financial obligations.

Private Equity Firm

(General Partner)

Portfolio
Company

—0—0—

ooo
ooo

Limited o=
Partners

Limited partners are not involved in
day-to-day operations. Their only
financial obligation to the fund is the
money they have committed to invest
or have already invested.
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The Size of the Private Equity Opportunity

Publicly traded stocks get a lot of | Public Company Universe Shrinking; Private Company Universe Growing

media attention, but they represent
only a small fraction of the world’s
companies. Using the United States
as an example, there are many The Number of

more private companies than public Private U.S. Firms Public U.S. Firms

ones, and the gap has been growing
over time (Exhibit 1). 6 4X
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Source: U.S. Bureau of Labor Statistics, World Bank, KKR. As of October 28, 2022.
Note: The number of private firms includes those firms with more than 50 employees.
For more information, please see “Regime Change: The Role of Private Equity in the ‘Traditional’ Portfolio.”



https://www.kkr.com/global-perspectives/publications/regime-change-role-private-equity-traditional-portfolio

Private Equity Strategies in Focus

When investors decide to invest in private equity, they can choose from a variety of strategies (Exhibit 2).
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Venture Capital

Minority investments in startups, which typically
have unproven business models that may not yet
generate revenue or profits. Funds investin many
businesses and rely on a small number of major
successes to make up for high failure rates.

Growth Equity

Minority investments in companies that are
more mature than a startup, but less established
and faster-growing than a typical buyout target,
and need capital to grow, commercialize,

or professionalize.

Buyout

Traditionally, make majority investments in mature
companies and restructure their finances, gover-
nance, operations, or some combination of those
factors to maximize returns for fund investors.

Strategic Investments
Provide companies with financing that may have
elements of both debt and equity.




A Closer Look: Types of Buyouts

Buy-and-Build: Transformative MGA:

A private equity fund buys a company ) Acquisitions that fundamentally change
with established businesses or capabilities the nature of the acquirer’s business
and builds the enterprise by acquiring model or operations.

additional companies with knowledge,
expertise, or capabilities that managers
believe can add value.
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! | Public-to-Private: Q Corporate Carveouts/
, , : Non-Core Divestitures:
Buying a public company and taking

@ it private, meaning that its shares no Buying a single business unit from
longer trade on a public exchange. a larger company and operating it

as a standalone business.




Strengthening
the management team

Developing
and launching
new products

Acquiring new
businesses that allow

the company access to
new technology, product
offerings, regional markets,
or expertise

Streamlining
and improving
operations

annnnin

Shaping business
strategy to position
the company for
future growth

Optimizing capital
structure (the amount
of debtand equity a
company has)







L earn More

The information contained herein is provided for educational purposes only and is not intended to constitute
investment advice.

To find out more about private eqUity, The information in this presentation is only as current as the date indicated, and may be superseded by
p|ease contact your financial prOfeSSionaI. subsequent market events or for other reasons. Nothing contained herein constitutes investment, legal, tax

or other advice nor is it to be relied on in making an investment or other decision. This presentation should not
be viewed as a current or past recommendation or a solicitation of an offer to buy or sell any securities or to
adopt any investment strategy.

The information in this presentation, including statements concerning financial market trends, is based on
current market conditions, which will fluctuate and may be superseded by subsequent market events or for
other reasons.

General discussions contained within this presentation regarding the market or market conditions represent
the view of either the source cited or KKR. Nothing contained herein is intended to predict the performance
of any investment. There can be no assurance that actual outcomes will match the assumptions or that actual
returns will match any expected returns. The information contained herein is as of March 16, 2023, unless
otherwise indicated, is subject to change, and KKR assumes no obligation to update the information herein.
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