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NB PRIVATE EQUITY PARTNERS

NB: adding value in attractive co-investment sector

In our /nitiation, we highlighted that NBPE is uniquely focused in the co-investment
sector of PE. Our report underlined why this sector has especially appealing return,
cashflow, asset selection, risk management, and GP access characteristics. In this note,
we review how the manager, NB, adds value in this attractive market. /nter alia, NB has
i) the resources to understand the investee company dynamics, ii) excellent GP
relationships and iii) experience/skills that add value to the GPs. Its success is
evidenced by the growing deal flow in a subdued PE market. Also, NB is focused on
the mid-market, which, in our view, has more value creation options than large deals.

>

Evidence of value added: We highlight NBPE’s i) growing number of co-
investment opportunities (3x the level of 10 years ago, in a slowing market), ii)
above-peer investee company revenue and EBITDA growth in 2023, iii) broad
spread of this growth, and iv) above-average 5-/10-year shareholder returns.

NB'’s value added to co-investments: NB's platform is large (NB Private Markets
$115bn of active capital commitments, incl. $37bn in co-investments and over
400 PE staff), generating the scale to optimise the co-investment process. The
deal completion rate (ca.8% of opportunities presented) shows great selectivity.

Valuation: The 25% discount is slightly below most direct peers (average 28%,
exc. HGT), but it rose sharply in 2022, to well above historical levels (10%-15%).
In this note, we review what may lead to a reversion to these levels. The discount
appears absolutely and relatively anomalous with a resilient, conservative NAV.

Risks: Sentiment to costs, the cycle, residual positions in highly rated listed
companies following IPOs in 2020-21, the duration of the discount and valuation
are the key issues for NBPE, as they are across the whole listed sector. In our
view, they are sentiment issues, and do not reflect reality, as we see it. The
benefits from the current strategy may not yet be fully appreciated.

Investment summary: With 97% of the portfolio invested in direct equity, co-
investments, NBPE is the most focused listed vehicle in the low-cost, attractive co-
investment subsector of the market-beating PE sector. The company and GP
selection have proved resilient in downturns, and consistent, large premiums on exit
should give investors comfort in the NAV. Its portfolio is diversified by name, sector,
GP, geography and size, but it has enough concentration for individual investments
to add value. The discount is anomalous with long-term, market-beating returns.

Financial summary and valuation

Year-end Dec ($m) 2020 2021 2022 2023 2024E  2025E
Interest and dividend income 10 6 5 7 13 13
Net fin. assets/liab. gains (FVTPL) 224 532 (76) 58 198 225
Total expenses 48 75 38 38 47 51
Net asset change from ops. 185 463 (109) 27 164 186
PE invest. 1,255 1,569 1,401 1,321 1,497 1,643
Net debt (incl. ZDP) (189) (46) (66)  (120) (52) (55)
NAV per share ($) 22.49 31.65 28.38  28.07 30.88 33.96
NAV per share (£) 16.45 23.37 2359 2202 2432 26.74
S/P prem./disc. (-) to NAV* -29% -21% -33% -24% -32% -38%
Dividend p/sh ($) 0.58 0.72 094 094 0.94 0.94
Yield 2.7% 3.4% 5.0% 4.7% 4.5% 4.5%
Year-end exch. rate (£:$) 1.367 1354 1203 1275 1.339 1.339

*2024-25E NAV to current s/p; Source: Hardman & Co Research

Disclaimer: This research has been paid for by the company. Please read the important disclaimers at the end of this document.
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NBPE disclaimer

THE MATERIALS CONTAINED HEREIN ARE NOT FOR RELEASE, PUBLICATION OR
DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN WHOLE OR IN PART, TO US.
PERSONS OR IN OR INTO THE UNITED STATES, AUSTRALIA, CANADA, JAPAN OR
ANY OTHER JURISDICTION WHERE TO DO SO WOULD CONSTITUTE A
VIOLATION OF THE RELEVANT LAWS OR REGULATIONS OF SUCH JURISDICTION.

The views expressed in this document are solely those of Hardman & Co and may not reflect
the views of NBPE. None of the information contained in this report constitutes an offer to
sell or invitation to purchase any securities of NBPE or any other entity and no such
information is intended to form the basis of any contract of sale, investment decision or any
decision to purchase any securities. The information contained in this report is subject to
updating, revision and amendment. No reliance may be placed for any purpose whatsoever
on the information or opinions contained in this report or on its completeness, accuracy or
fairness. The contents of this report have not been verified or approved by any competent
regulatory or supervisory authority.

The report is exclusively intended for persons who are not residents of the United States and
who are not physically present in the United States. The information contained herein and on
the pages that follow do not constitute an offer of securities for sale or a solicitation of an
offer to purchase securities in the United States or in any jurisdiction or jurisdictions in which
such offers or sales are unlawful. The securities referred to herein and on the pages that follow
have not been nor will they be registered under the US Securities Act of 1933, as amended
(the “Securities Act”), or with any securities regulatory authority of any state or other
jurisdiction of the United States and may not be offered, sold, resold, taken up, exercised,
renounced, transferred, delivered or distributed, directly or indirectly, within the United States
or to or for the account or benefit of U.S. Persons (as defined in Regulation S of the Securities
Act) except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act and applicable state securities laws. The Company will not
be registered under the U.S. Investment Company Act of 1940, as amended, and investors
will not be entitled to the benefits of that Act.

Subject to certain exceptions, the securities referred to herein and on the pages that follow
may not be offered, sold, resold, taken up, exercised, renounced, transferred, delivered or
distributed, directly or indirectly, in Australia, Canada, Japan or to any resident or citizen of
Australia, Canada or Japan. The offer and sale of the securities referred to herein and on the
pages that follow have not been and will not be registered under the applicable securities laws
of Australia, Canada or Japan. Recipients of this information in any other jurisdiction should
inform themselves about and observe any applicable legal requirements in their jurisdictions.

The distribution in the United Kingdom of the information on the pages that follow is restricted
by law. Accordingly such information is directed only at (a) persons outside the United
Kingdom to whom it is lawful to communicate it, or (b) persons having professional experience
in matters relating to investments who fall within the definition of “investment professionals”
in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (as amended) (the “Financial Promotion Order”), or (c) high net worth companies,
unincorporated associations and partnerships and trustees of high value trusts as described in
Article 49(2) of the Financial Promotion Order provided that in the case of persons falling into
categories (b) or (c), the communication is only directed at persons who are also “qualified
investors” as defined in section 86 of the Financial Services and Markets Act 2000 (each a
“Relevant Person”). Any investment or investment activity to which the information in this
report relates is available only to, and will be engaged in only with, such Relevant Persons.

NBPE is established as a closed-end investment company domiciled in Guernsey. NBPE is
authorised by the Guernsey Financial Services Commission as an authorised closed-ended
collective investment scheme under the Protection of Investors (Bailiwick of Guernsey) Law,
1987, as amended.

The information on the pages that follow may contain forward-looking statements. Any
statement other than a statement of historical fact is a forward-looking statement. Actual
results may differ materially from those expressed or implied by any forward-looking
statement. Hardman & Co, Neuberger Berman nor any of its Agents undertakes any obligation
to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise. You should not place undue reliance on any forward-looking
statement, which speaks only as of the date of its issuance.

Please read our full disclaimer, which is contained at the end of this report.

8 October 2024
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Evidence of value added

In the later sections of this note, we discuss how NB adds value. In the paragraphs
below, we provide the evidence of it.

NB originating 3x number of deals of 10 » The evidence of NB's perceived value as a co-investment partner can be seen
in the chart below, which shows the opportunities originated per week. In
1H24, 10.6 opportunities per week were reviewed, up 45% on pre-pandemic
2019 levels and nearly 3x the number seen 10 years ago. NB'’s scale and
presence in the co-investment market means it can participate in all types of
co-investment, most recently having been active in co-underwriting and mid-
life deals (see page 8). The high levels of activity seen in the past couple of years
is in marked contrast to the PE market as a whole, which has seen a significant
slowing in activity (2023 and 1H'24 annualised PE capital invested just over half
2021 levels (see slide 26 of NBPE's interim results investor presentation,). In our
view, this is especially powerful in proving the platform’s traction.

Average co-investment opportunities originated per week

years ago and is well up on 2021,

despite overall PE market nearly halving

12
10
8
6
4
0
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
YTD
2024 YTD to end-August 2024; Source: NBPE interim results investor presentation, slide 33),
Hardman & Co Research
Bottom-line result is superior growth » The result of this selection process is a portfolio of companies that show

revenue and EBITDA growth well ahead of the non-PE market. Looking at the
available disclosure, NBPE's portfolio also showed faster-than-listed-peer
average EBITDA growth in 2023 (on in-line revenue growth) with a lower-than-
average PEG valuation and this has continued into 2024. We see these numbers
as supportive of NBPE's investee companies delivering better-than-PE
averages, with the caveat that company disclosures vary, the timing of specific
acquisitions or exits and which companies are included in the reporting can all
distort specific period numbers.

from NB-backed co-investments

Some key portfolio metrics

Revenue growth  EBITDA growth EV/EBITDA Debt/EBITDA PEG Period-end
NBPE 10.6 16.2 15.2 5.4 94% Jun-24
ICGT 9.4 13.9 14.9 4.4 107% Jul-24
HVPE 10.9 14.6 14.3 4.6 98% Jan-24
Apax 8.7 15.6 171 4.3 110% Jun-24
OClI n/d 14 16.4 117% Jun-24
HGT
HGT 19 26 25.9 7.4 100% Jun-24

Note: Growth rates over LTM, OCI disclosure is organic only. Source: Company Report and Accounts, Hardman & Co Research
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NBPE delivered superior shareholder

returns over five and 10 years

With co-investment carrying lower risk
profile, risk-adjusted returns even
better

Notably, the distribution disclosure from NBPE shows that its growth is well
spread across the companies. Importantly, the concentration of the portfolio,
given the co-investment approach, means that NB has good visibility on the
drivers of both revenue and EBITDA growth, and the potential risks to them in
the future.

Assuming NBPE is in an above-average-attractiveness sector, and NB is adding
value, this, in our view, should feed through to superior shareholder returns. 3i
and HGT have specific business concentrations, and scale, which have been
more highly valued by investors in recent years. Of the remaining listed PE
vehicles, shown in the chart below, NBPE has delivered the second-best total
return over five years.

Total shareholder return, over five years
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Source: LSEG, dated 8 October 2024, Hardman & Co Research

As we note in the attractiveness of co-investment table on the next page, in our
view, NBPE’s chosen segment carries fewer blind-pool, liquidity, underlying
company performance and cash drag risks. By way of example, without the
multi-year commitments made to primary funds, NBPE's real leverage is much
lower than other listed vehicles. The risk-adjusted returns, therefore, look even
better than the unadjusted total shareholder return chart.

8 October 2024
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Why co-investment sector is
especially attractive

In our initiation (pages 18-22), we detailed why co-investments offer such attractive
opportunities. The table below gives a summary of these benefits.

Benefits of co-investments

Factor

Rationale

Financial returns

Better cash management

Asset selection standard

No blind-pool risk
Robust deal flows/sensitivity

Diversification
Double layer of due diligence

Access to inaccessible GPs

Flexibility on type of co-
investment

Co-investments, typically, have no/low GP management fees or carried interest. Analysis by Cambridge
Associates indicates 0.5% incremental portfolio returns for every 10% of PE allocated to co-investment
over primary funds. Blackrock analysis indicates a 2.9% higher IRR from co-investment.

Cashflow attractions include i) co-investment does not require five-year commitments and associated cash
drag effect, and ii) the pace of investment can be tailored rapidly to market conditions.

There is unlikely to be an adverse asset selection (where GPs could try to offload underperforming assets),
because co-investment is good for GPs - they can do more deals, it deepens relationships with LPs and
builds their own franchises. Academic research confirms that there is no asset-selection bias.
Co-investors are buying into known companies. With a primary PE fund investment, there is blind-pool
risk, as the investor is committing to a fund but not knowing what underlying assets it will eventually buy.
NB saw 10.6 deals per week in 1H'24, 3x the level of 10 years ago and up 45% on pre-pandemic levels,
despite recent PE market slowing - evidence of strong deal flow and access.

Diversification is chosen by the end-investor, not a GP managing its fund.

Co-investments are reviewed in great detail by both the GP and co-investor. While it is uncommon for a
major new issue to be identified, the extra pair of eyes gives comfort that target returns are achievable.
Co-investments give the opportunity to access deals led by the best GPs, whose heavily oversubscribed
funds may see only limited allocations, even to the closest LPs.

There are three main types of co-investment deal. A co-sponsor/co-underwrite transaction is where a GP
will approach a sophisticated investor like NB before final terms are agreed. In our view, it is evidence of
the closest partnership between GP and LP. A traditional/syndicated co-investment is when the GP has
already negotiated the final terms of the transaction, and the investment opportunity is on a “take it or
leave it” basis from the co-investor perspective. The third type is mid-life co-investment, which offers
potentially quicker realisations and a track record of the GP adding value. NB'’s platform accesses all these
types of deal.

Source: Hardman & Co Research

NBPE’s unique focus on co-investment In our view, NBPE's focus is also an encouraging sign of good corporate governance.

sign of good corporate governance and

independence from the manager

NBPE's board has chosen what it sees as the best asset class available on the NB
platform. The trust itself does not need to invest in the whole range of primary,
secondary and co-investments to build GP relationships, as the manager’s platform
delivers that with 380+ unique GP relationships. The board’s decision to focus on
just one area shows its independence from the manager.

8 October 2024
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NB has a substantial presence and
experience in the PE market, and co-

investment specifically

Co-investment requires incremental
skills to investing in primary PE deals

alone and NB has such resources

Actual investment made in only ca.2%-

3% of potential deals originated

Only a larger investor with significant

resources, such as NB, can execute well

NB positioned to do all types of co-
investments, including higher-margin

co-underwriting

NB value added to co-investment

We believe NBPE not only benefits from being in an especially attractive part of the
PE market (which we see as value added as a whole), but it also benefits specifically
from what NB, the manager, adds in that area. Inter alia, NB has scale and
consequently i) the resources to understand investee company dynamics, ii)
excellent GP relationships, and iii) experience/skills, which add value to the GPs.

Neuberger Berman, an employee-owned asset manager, operates across 39 cities
and 30 countries with $481bn AUM™ and nearly 3,000 staff. Within this, NB Private
Markets, has a team of more than 410 private markets professionals. Since inception
in 1987, the PE team has made $115bn+ in active capital commitments (as of June
2024), including $37bn to co-investments.? It has active commitments to over 770
active PE investments and sits on 420+ advisory board seats. The PE team operates
from 17 offices, and includes 77 senior investment professionals with an average of
over 22 years of experience (more details on the manager can be found here).

Scale brings resources for co-investment selection

Primary PE fund investing is driven by the expectation that the manager will deploy
well, over many years, in unknown investments the committed capital it receives
from investors. Primary fund investors thus have a “blind pool” risk in that they do
not know what the underlying investments will be and the skill lies in identifying the
right managers. In a time of increasing dispersion between top- and lower-quartile
performance (a trend we expect over the medium term), this is especially important.
With co-investment, you not only need to identify the best managers but also assess
the specific investment characteristics of the target companies. It requires significant
resources to understand both businesses and the GP managers, and to build the co-
investment relationships with leading GPs. With the scale and teams identified
above, we believe NB has such a presence in the co-investment market.

NB focuses on businesses which exhibit i) sound business models, with sustainable
competitive advantages, ii) multiple and clear options for value creation, and iii) a
prudent capital structure. The selection process means that, in a typical year,
potential deals are quickly screened down with a platform-wide conversion rate of
ca.8%.

Scale assists deal execution across all co-investment
types

Co-investments are not the easiest asset class for PE investing. It is important to
recognise that there are different types of co-investment, and NB’s scale means its
platform is able to access all types of co-investment. The chart, below, shows how
co-investment deal flow has evolved with less than a fifth of NB’s 2023-YTD'24
investments being traditional deals, where the GP syndicates a position after final
terms have been agreed and where, for investors, it is a “take it or leave it” situation.
Over the past couple of years, GPs have been less willing to syndicate deals given
the market environment; however, when they do, they prefer to partner with trusted
managers such as NB. Given the expertise and market knowledge of the NB Private
Markets team, NB is often brought in early in a transaction where there may be only
a small number of potential co-investors. Just over a fifth of concluded investments,
over the more recent period in the chart, have been where NB is co-underwriting
the deal and has all of the pre-acquisition due diligence material. From these deals,

T https://www.nb.com/en/global/who-we-are
? Source: September investor presentation
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NB'’s scale means it can review multiple
deals simultaneously giving GPs better

service

Scale and NB's culture mean it is a

consistent investor

we believe NB can better understand the GP’s approach and this may allow a greater
size of investment than on a syndicated deal. The biggest growth in 2023-24 YTD,
and where NB has been proactively targeting deal flow, leveraging the benefits from
its large platform, is with respect to mid-life deals where NB makes an investment
after the initial deal, often to finance bolt-on acquisitions or help support continued
value-creation plans. At this stage, the progress made under PE ownership is often
visible, and the duration to exit significantly reduced. Accessing these deals requires
a close relationship with GPs on an ongoing basis.

Mix of deals by type, 2009-22 and 2023-YTD'24

70%
60%
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30%
20%
0%
Mid-Life Co-underwrite/ Non- Traditional
syndicated

m2009-2022 m2023-ytd 2024

Source: NBPE, Hardman & Co Research

We also note that NB’s resources mean it can review multiple deals simultaneously,
giving GPs a faster decision (for the importance of this, see section on co-investment
relationships below). NB's processes are designed to meet both its and a GP’s needs.
Initial applications see a deal team assembled with the relevant experience for the
deal (this does not always have an NB employee responsible for the GP relationship).
The application is reviewed by a small screening committee in order to give an initial
indication to the GP as to whether the opportunity is of interest. GPs want certainty,
and a quick “no” with feedback is much better than prolonged procrastination (for
more detail, see our initiation).

Consistent market presence

In good economic times, NB faces co-investment competition from many PE
investors. When economic conditions become more challenging, less experienced
and more short-term-orientated investors tend to withdraw. In contrast, NB has
been a consistent investor through economic cycles. By way of example, the 2020
cash used by NBPE to purchase, and make contributions to, PE investments was
$126m, against $121m in 2019. We believe GPs value a partner who is consistent
in making investments, who they trust and who can add value, rather than one who
is in and out of the market. GPs have their relationships with NB and, across the
whole platform, further through-cycle investments are being made, giving a
presence NBPE would not have as a standalone entity. Inter alia, NB’s scale means
that it can be, and has been, a consistent investor through cycles.

8 October 2024
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PE has broad distribution of returns -
so picking the right GP is core.

NBPE currently invested alongside 53
GPs out of 380+ NB relationships.

GPs invite in co-investors, so GP

relationships are key to deal access

Flexibility of bite size, certainty of
finance being available and intent are
important considerations in capital

provided

GP selection

PE can see sharp variances between the quartile performances. The McKinsey
Global Private Market Review® noted that the 2012-21 average inter-quartile
spread of returns was 34% (2022 was still 22%, 2023 not yet available), making GP
selection critical. Neuberger Berman's co-investment strategy focuses on partnering
with the right GP, whose experience matches the opportunity. To put the intensity
of the selection into perspective, NBPE is invested alongside 53 GPs, with NB having
380+ unique GP relationships.

NB filters its GPs for a number of factors, which often include i) deep sector
expertise, such as technology, industrials or financial services, ii) geographical focus,
iii) the ability and track record of investing in complex transactions, iv) prior track
record of generating strong returns across economic cycles, and v) generating value
through accretive bolt-on acquisitions. This does not exclude GPs whose funds it
has not yet invested in, but NB has advised that such GPs are likely to face a greater
degree of caution than ones that it knows well.

GP relationship management unique to co-investment

The importance of GP relationships in co-investments is absolute. A LP, like NB
Funds/NBPE, has to be invited into a deal. GPs can pick from a range of finance
providers, and, so, it is important to understand NB's competitive advantages in
being selected by GPs for co-investment. In our view, they are often looking for
more than commoditised finance, and a partner who can bring professionalism, rapid
decision-making, certainty in finance and often expertise and solutions, to the table.

Some of NB'’s key advantages include:

» Providing capital:

o Across NB's platform, there is a broad spectrum of deal sizes, but it can be
involved in opportunities as large as several hundred million dollars. Not all
co-investors can match this range.

o Certainty of intent is important. Hamilton Lane data (2016-18) showed
that, for half the GPs it surveyed, less than a quarter of LPs who asked for
co-investment opportunities were actually transacting on them. This is a
huge potential waste of resource for the GPs who engage with those LPs.
NB has deep relationships, and very quickly lets GPs know whether or not
it has a genuine interest in a project and does not waste a GP’s time at a
critical point of the deal.

Shttps://www.mckinsey.com/industries/private-capital/our-insights/mckinseys-private-markets-
annual-review-2023#/
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GPs wanting supportive partner, in

addition to just commodity finance

Rapid decision-making important

Can be input into deal structuring,
providing sellers with comfort of

credible finance and market information

Clear and transparent processes, and
mandate to ensure rapid deal

progression, also help the GP

Post-investment input leveraging all the
information flows and resources from

its strong platform

NB not a competitor to GPs

» GPs are often looking for more than just finance.

o At the point of seeking co-investors, GPs are often time-constrained, and
so are looking for quick feedback on proposed transactions. As noted
above, NB has established procedures to deliver exactly that.

o GPs may look for their co-investors to help with deal solutions, as well as
finance. As noted above, nearly half of NB's co-investments are co-
underwriting/non-syndication deals, when such support is of most value.

o They are looking for partners who can be integrated in their process and
give potential sellers of businesses comfort that the proposed offer is
credible. This requires a large, long-established, consistent and expert co-
investor, such as NB, who has been active in co-investments since 2006.

o They are also often looking for market information that may affect the deal
and its terms. NB's broad reach across the whole PE market, large team and
specialist research analysts mean that it can provide input into deals that
the GP may not have.

o Most GPs want an investor whose processes and portfolio demands are
well-known and proven to limit execution risks. It is a two-way flow, as
involvement in such deals provides NB with invaluable insight into the
workings and mindsets of its GPs.

» While GPs operationally manage the portfolio company, NB currently has 420+
LPAC seats on funds across its platform. Many of the information flows we
identified above are relevant post-investment. NB also prides itself on the way
in which its ESG controls can add value. Individual GPs in the mid-market space
often do not have a dedicated ESG resource, and, without interfering in the
management of the business, NB can add value post-investment.

NB is not a competitor to its GPs. The financial rewards from any potential
investment do not help a GP’s competitor’s performance. NB has no aspirations to
manage the investee companies. It is a more attractive co-investor than another GP.
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NB brings bias to mid-market

Portfolio selection important value add,

especially in diversifying risk

In our view, NB has a conservative

culture

Additional NB value added to
NBPE

Mid-market focus

NB has a bias to mid-market deals. We believe this is an especially attractive
segment, as there are more tools to improve the business. For example, GPs can
bring in marketing or technology expertise, which an investee company may not
have the resources to do in-house. Bolt-on deals are more likely to be enhancing,
and, when it comes to exit, there are more options, including larger buyout funds
and trade buyers.

Portfolio management

NB also adds value to NBPE in its portfolio construction. Key metrics in this include
the diversification by GPs, sectors and geographies that we noted above. Within the
overall portfolio constraints, each deal is considered on its own merits, and the
portfolio is managed by deal size and the pacing of investments. We give more
details in the Portfolio section below.

Culture

In our view, judging the management culture is an extremely important part of the
investment process. In particular, the management appetite for risk
taking/conservatism is important to both short-term investment and the long-term
investment decisions. It is also one of the hardest things to quantify. In our view,
inter alia, i) the asset allocation, returns, ii) 100% employee ownership of NB, and iii)
relatively low PEG valuation ratings of NBPE investment companies are all indicative
of a conservative management culture. This is also consistent with this analyst’s
dealings with NB in previous roles.

8 October 2024
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Portfolio summary (Aug'24)

The charts, below, show some of the trends in the portfolio. There has been a
continuation of trends, rather than anything dramatic, which is not surprising, given
the long-term nature of NBPE’s investments.

Geographical mix of assets (% portfolio value) Largest holdings (% Fair Value)
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Action, 5.4% ] . Beyond
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. ,
20% Others, 64.8% ~\ % oo
0% True
2017 2018 2019 2020 2021 2022 2023 Aug24 Potential,
GFL 27%  2.8%

BN America ™ Europe Asia/ROW Kroll 2.5%

Source: NBPE Report and Accounts and August 2024 factsheet, Hardman & Co Research
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Source: NBPE Report and Accounts and August 2024 factsheet, Hardman & Co Research
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Source: NBPE Report and Accounts and August 2024 factsheet, Hardman & Co Research
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Interim results

On 25 September, NBPE published its interim results (to end-June) and its August
factsheet. The portfolio update from the latter is included on the page above. In
terms of the interim results. we believe the key highlights are:

> Netassets were $1.3 bn - NAV per share of $27.87 (£22.05), a return of 1.0%
in the six months.

» Performance was driven by a 4.3% increase in private company valuations (ex-
FX), which has been partially offset by continued volatility in quoted holdings
and foreign exchange headwinds. Of the private companies, the biggest
increases in value were driven by a number of positive underlying company
developments, including organic growth driven by new store rollouts or
customer wins, strong renewals and bookings activity, and by M&A. The
weakest performances were attributed to highly specific factors in some
consumer, technology, and business services companies, but broadly the result
of an overall operating environment that remained difficult, particularly for
companies with large consumer end-markets or an ultimate reliance on
consumer demand.

» Positive operating performance continues with 11% aggregate weighted
average LTM revenue growth and 16% aggregate LTM EBITDA growth from
private companies. Approximately 20% of the portfolio by fair value grew LTM
revenues in excess of 20%, with 41% of the portfolio by fair value growing LTM
EBITDA in excess of 20%.

» Asof 30 June 2024, the weighted average EV/LTM EBITDA multiple was 15.2x.
Multiples have declined by approximately two turns since 2021; however, they
now appear to have stabilised, with the aggregate multiple increasing slightly
compared with December 2023.

» Robust investment activity: $72m invested in new and follow-on investments
in the six months.

> $126m of proceeds received during the first six months of the year.
» 1H'24 dividend of $0.47 per share paid in February 2024.

> Well positioned to take advantage of investment opportunities, with $386m of
cash/liquid investments and undrawn credit line available.

The key points from the August 2024 factsheet were i) NAV per share was $27.44
(£20.88), a total return of 0.1% in the month, ii) performance was driven by a 1.4%
quarterly uplift in private company valuations (ex-FX), offset by negative FX
adjustments of 0.2%, iii) YTD NAV TR of 1.2%, iv) $73m invested YTD, and v) $390m
of available liquidity, as at 31 August 2024.

8 October 2024
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Discount is below most direct investing

PE names

Valuation

As the chart below shows, NBPE’s current reported discount to NAV (25%) is slightly
below the average of the direct investing listed PE trusts, excluding HGT. lIts
dividend yield is appreciably above the sector average.

Current share price discount to latest NAV (LHS, %), and dividend yield (RHS, %) for narrow and wider peers
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Source: Company websites, factsheets and presentations, Hardman & Co Research, priced at 8 October 2024

First element is sector rerating, which,

arguably, has already started

Second element is final 10%-15% of the
discount to par. NBPE requires delivery

of returns but may take more time.

Sector-wide concerns about the validity of the current NAV and its resilience have
been addressed in previous notes and appear to be more sentiment issues than
reality. If NBPE were a trading company, we would use a GGM model to reflect the
value added by management. Using this model, it should trade on a multiple
appreciably above NAV, given returns are a long way above cost of capital and that
it has grown strongly over the medium term.

What could lead to a rerating?

We reviewed in detail, in our initiation, our view that there are two possible elements
to a rerating.

The first element of a rerating would be a reversal of the 2022-1Q'23 increase in
sector-wide discounts. This requires more confidence in NAV and economic
resilience, driven by i) continued exit uplifts and returns, which could give investors
this confidence, and ii) a risk-on rather than risk-off environment, which will help.
This may coincide with further confidence that a US recession has been avoided or
a market view that interest rates have peaked.

At the end of 2018, the discount was 21%, falling to 16% at the end of 2019. This
rose to 29% at the end of 2020 on COVID-19, before falling again, at end-2021, to
21%. The group’s transition to being a co-investment vehicle has evolved (end-2017
nearly a third of PE investments were in income investments and funds, against just
7% at end-2023), so a migration from a fund-of-fund comparative valuation to a
direct one has also been seen. Within this noise, and adjusting for the current
business mix overall, we would characterise the trust as having a historical steady
state discount of around 10%-15%. Given the returns in underlying companies
driving market-beating investor returns, and the strong capital structure inherent in
a co-investing vehicle, any discount appears to be a fundamental anomaly. In our
view, eliminating it over the longer term is about delivery of returns, which, at some
stage, is likely to be recognised by the market.

8 October 2024
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Profit and loss

Financials

Following the results, our forecasts are broadly unchanged:

Year-end Dec ($m) 2018 2019 2020 2021 2022 2023 2024E 2025E
Interest and dividend income 17.4 12.5 9.5 57 4.5 7.1 13.0 13.0
Expenses
Inv. mgt. and services 14.3 15.3 16.7 22.5 21.1 20.5 19.3 21.9
Carried interest - 6.9 15.2 37.2 - 7.4 8.4
Finance costs

Credit facility 4.5 8.5 6.3 4.1 6.0 8.9 13.0 13.0

ZDP shares 4.8 6.0 6.4 6.9 6.0 3.3 2.4 2.4
Administration and professional fees 3.6 3.7 3.5 4.3 4.5 4.9 52 5.6
Total expenses 27.3 404 48.1 751 37.7 37.6 474 51.3
Net investment income (loss) (9.9) (27.9) (38.6) (69.3) (33.1) (30.5) (34.4) (38.3)
Tax expense (2.3) (0.7)
Net investment income (loss) after tax (9.9) (27.9) (38.6) (69.3) (35.4) (31.3) (34.4) (38.3)
Net realised gain (loss) on inv. and fx 64.4 33.8 90.2 212.4 53.4 82.5 66.1 74.9
Net change in unrealised loss (7.8) 721 133.3 319.7 (127.1) (24.1) 132.1 149.7
Net realised and unrealised gain (loss) 56.6 105.9 223.5 532.1 (73.7) 58.4 198.2 224.6
Net change in net assets from ops. 46.6 78.0 184.9 462.7 (109.1) 27.1 163.8 186.2
Non-controlling interest - (0.1) (0.4) (0.5) 0.1 (0.1) (0.5) (0.5)
Net change in net assets 46.6 77.9 184.6 462.2 (108.9) 271 163.3 185.7
Average no shares (m) 48.8 47.5 46.8 46.8 46.8 46.5 46.4 46.2
EPS ($) 0.95 1.64 3.95 9.88 (2.33) 0.58 3.52 4.02
DPS (p) 0.53 0.57 0.58 0.72 0.94 0.94 0.94 0.94

Source: NBPE, Report and Accounts, Hardman & Co Research
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Disclaimer

The views expressed in this document are solely those of Hardman & Co and may not reflect the views of NBPE Hardman & Co provides professional independent
research services and all information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable.
However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the accuracy, adequacy or completeness of the
information contained in this research and they are not responsible for any errors or omissions or results obtained from use of such information. Neither Hardman
& Co, nor any dffiliates, officers, directors or employees accept any liability or responsibility in respect of the information which is subject to change without notice
and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or wilful misconduct. In no event will Hardman & Co, its
dffiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages or any other damages of any kind even if Hardman
& Co has been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute
investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full
list  of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at
http://www.hardmanandco.com/legals/research-disclosures. Hardman may provide other investment banking services to the companies or legal entities
mentioned in this report.

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal
entities covered by this document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no
scheduled commitment and may cease to follow these securities, companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or
use would be contrary to law or regulation or which would subject Hardman & Co or its dffiliates to any registration requirement within such jurisdiction or country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate
for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be
subject to future change. Each investor's particular needs, investment objectives and financial situation were not taken into account in the preparation of this
document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this
document various information constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is
suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for
them in the light of their investment needs, objectives and financial circumstances.

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and
accordingly has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of
Capital Markets Strategy Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies
House with number 8256259.

(Disclaimer Version 8 - Effective from August 2018)

Hardman & Co's research is paid for by the companies, legal entities and issuers about which we write and, as such, falls within the scope of ‘acceptable minor
non-monetary benefits’, as defined in the Markets in Financial Instruments Directive.

The FCA Handbook (COBS 2.3A.19) states: ‘An acceptable non-monetary benefit is one which:/...] (5) consists of: [...] (b) written material from a third party that
is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the third party firm is contractually
engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in the material and that the material
is made available at the same time to any firms wishing to receive it, or to the general public.’

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.
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