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Private assets: Making the retail

revolution a reality

ELTIF 2 has opened the door, it is up to the financial sector to
help retail investors walk through it.

Most retail investors have traditionally
been locked out of private markets,
not only because of regulatory limits,
but because of a lack of knowledge
and investments structured entirely

to suit large organisations. There

are good reasons for this: the asset
classes are more complex, the amounts
invested are much higher and the
transactions take place in private,
based on trust and an ability to act
fast. But it also represents a massive,
missed opportunity. Something recent
regulation seeks to redress.

As Nicolas Audhoui-Darthenay, head
of private asset product at Natixis
Investment Managers (Natixis IM)
points out, “The reality is that more
than 80% of the economy is made up
of companies which are not quoted

or traded on public markets. This is a
huge chunk of assets which individual
investors haven't been able to access
until now. That's a missed opportunity,
not only for those investors, but also for
economic development.”

Why private assets should be in
investors’ crosshairs

Innovations, including those addressing
ESG challenges, are often driven by

fast-growing and dynamic companies
that are privately-held. These
companies are typically only accessible
by institutional and, to some extent,
ultra-high-net-worth investors, through
private asset funds.

“While the risks are higher, these kinds of
companies often offer higher returns?’
says Audhoui-Darthenay. In addition to
rapidly-growing companies, this higher
return profile can be attributed to a
complexity premium (additional yield
required to place complex products due
to the lower number of potential buyers)
and an illiquidity premium (additional
yield required to place illiquid products
due to the lower number of potential
buyers). The addition of private

assets to a portfolio can also provide
diversification benefits, reducing overall
volatility and downside risk.

The challenges of offering
private assets to individual
investors

While some family offices and high-net-
worth individuals (to a lesser extent)
have allocations to private assets, retail
exposure (including mass affluent) is
statistically zero.

1,2. Flexstone Partners, Pregin Pro, November 2023. Capital at risk. Past market experience is no guarantee of
future results. Private markets investments involve risks including loss of principal.
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Highlights:

- Retail investors have

traditionally been excluded
from private markets, even
though these markets
represent more than 80% of
the economy and offer higher
long term returns’ on average
than publicly-listed assets.

+ With the introduction of

ELTIF 2.0 in 2024, there's

now an efficient route for
retail investors to tap private
markets for the first time, with
the potential for evergreen
funds, which are closer to

the UCITS structures retail
investors are familiar with.

+ Retail investors expect a

range of different private
asset types and strategies

to diversify their allocations.
But few investment firms can
offer the right combination
of specialised and highly
focused management teams,
or centralised structuring
capabilities that can address
the diversity of retail demand
over a vast spectrum of private
asset classes.



Global wealth by investor type, 2022

Mass affluent ($0.1M-$1M)

High-net-worth individuals ($1M-$5M)

Very-high-net-worth individuals (S5M-$30M)
Ultra-high-net-worth individuals and family offices ($30M+)
Other institutional investors

Insurance companies

Endowments and foundations
Sovereign wealth funds

Corporate/private pension funds

Public pension funds

M Alternatives allocation

Sources: Preqin, GlobalData, Bain analysis

Audhoui-Darthenay says: “That is
incredible. If you put all pension and
institutional money together, it's the
same as the sum of all private wealth.
That means that half of the world’s
capital is effectively being forced to sit
on the sidelines, unable to invest in the
companies that make up the bulk of the
economy.”

Education is a significant challenge,

as most individual investors
understanding of both the risks and
opportunities afforded by private
assets is low. But the other key hurdle
has been the lack of funds adapted

to individual investors. Among the
deterrence are closed-ended structures,
capital calls and minimum tickets.

For instance, mass affluent investors
prefer to retain some access to their
savings “just in case” — even for their
long-term investments — but typical
closed-ended private asset funds do
not meet this requirement. Similarly,
high minimum tickets has been a
barrier.

Another deterrence is that money
earmarked for private assets is often
not deployed immediately. Instead,

it is only called to fund a project or
asset purchase when the opportunity
arises. “Individual investors are not
set up to get a stream of significant
capital calls at short notice,” says
Audhoui-Darthenay.

Asset managers have a central role to
play to offer suitable solutions, with
evergreen funds for mass affluent and/
or closed-ended structures fitted for
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Private wealth: $140T-$150T

Institutional capital: $135T-$145T
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Other institutional allocation

high-net-worth individuals, to drive
this enormous financing capacity to
innovative projects and companies,
helping to solve challenges such

as re-industrialisation or social and
environmental impacts.

The changing private assets
landscape

The landscape is changing with
regulations and fund structures moving
in favour of individual investors.

An eye-catching shift is the relaunch

of the EU’s European Long-Term
Investment Funds (ELTIFs). ELTIF 2.0
provides a way for retail investors to
tap private markets on a large scale for
the first time.

ELTIFs originally appeared in 2015, with
the aim of financing the real economy
by channelling non-institutional capital
to long-term projects and SMEs.
However, they have raised less than
10 billion Euros to date from individual
investors and were marketed in just a
handful of EU countries. In particular,
the requirement for ELTIF to be
close-ended without any exit, even in
exceptional circumstances, combined
with harsh guidelines, made the ELTIF
1.0 fail its initial target.

ELTIF 2.0, which went live in January
2024, solved for most of these issues.
The €10,000 threshold was removed, as
was the 10% exposure cap for investors
with less than €500,000 in financial
assets, which made it more complex for
distributors.
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In principle, retail investors can invest
in private assets without any minimum
ticket, while the strong investor
protections of ELTIF 1.0 are still in
place, since ELTIF 2.0 aligns to the
investor protection tenets established
in MiFiD II.

The new and improved ELTIF regime
allows for the launch of evergreen
funds, which are closer to the UCITS
structures retail investors are familiar
with. Unlike traditional close-ended
private asset vehicles, evergreen
funds have more liquidity windows
and regularly updated NAVs, meaning
investors have frequent opportunities
to invest and withdraw money — in a
similar vein to UCITS funds. With an
evergreen fund, investors’ capital is
also at work from day one, without
having to wait for burdensome capital
calls. Track record and historical
performance are also easier to read,
which is a key success factor for a
category of investors requiring both
education and simplicity.

Towards a UCITS-like
experience

Distribution of private asset funds

to retail investors requires careful
consideration. High-net-worth
individuals are often served by private
banks and financial advisors, which
assess the suitability and allocation,
and provide access to strategies. As
such, they have a key role to play, in
particular in bringing innovation from
asset managers to their client together



The HUB

with advice and education on private
assets, structures and potentially tax
breaks available.

It is incumbent on asset managers to
ensure that the retail segment also
benefits from a process which is largely
frictionless and efficient: liquidity
windows, money at work immediately,
simplicity of subscription and
redemption, transparent and synthetic
reporting...

“The aim is to provide a UCITS-like
experience,” says Audhoui-Darthenay.
“Investing in private assets should be

a simple process: the investor pays
cash and immediately gets exposure to
the targeted private asset class”. Any
complexities like deployment, cash
drag, liquidity and flow management are
to be managed by the asset manager,
leveraging its expertise, access to
transactions (buy or sale), its modelling
capabilities and the pooling of assets
and investors which makes it all
possible.

3 Preqin Global Data ; Bain Analysis.

MARKET INSIGHT

Retail investors demand range
of asset types

Alongside their UCITS investments, retail
investors expect a range of different
private asset types and strategies in
order to diversify their allocations.

“The emergence of retail investors as a
major allocation force in private markets
will benefit investment houses that

can package a range of private assets
and offer diversified portfolios,” says
Audhoui-Darthenay.

Multi-affiliate investment firms like
Natixis IM will have an advantage, he
believes. Audhoui-Darthenay points to
Natixis IM’s expertise in global private
equity, private debt, infrastructure, real
estate or nature-based projects.

‘As an asset manager, you need
technical excellence in each of the
private asset classes, with access to the
selected opportunities and a network

of trusted partners and providers. This
is exactly what Natixis IM bring with
their strong focus and identity in each
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of their respective strategies. You also
need the structuring and modelling
skills to design the right cash-flow and/
or liquidity profile, together with in depth
tax, legal and regulatory knowledge”

Next wave is on the way

For those wondering when retail
investors can finally allocate to private
assets, the answer is: now.

The last two or three years® have seen
an increase in high-net-worth investors
allocating to private assets, Audhoui-
Darthenay says, and asset managers
such as Natixis IM are ready for the next
wave.

“High-net-worth allocations are still in
their formative stages. In the next five
years, we expect these allocations to be
turbo-boosted by cash from mass retail
investors, who are likely to be the drivers
of private markets for decades to come.”

Published in April 2024
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This communication is for information only and is intended for investment service providers or other Professional Clients. The analyses and opinions referenced herein represent the subjective views of
the author as referenced unless stated otherwise and are subject to change. There can be no assurance that developments will transpire as may be forecasted in this material.

Additional notes

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when required by local regulation, only
at their written request. This material must not be used with Retail Investors. It is the responsibility of each investment service provider to ensure that the offering or sale of fund shares or third party
investment services to its clients complies with the relevant national law.

Please read the Prospectus and Key Information Document carefully before investing. If the fund is registered in your jurisdiction, these documents are also available free of charge and in the official
language of the country of registration at the Natixis Investment Managers website (im.natixis.com/intl/intl-fund-documents).

To obtain a summary of investor rights in the official language of your jurisdiction, please consult the legal documentation section of the website (im.natixis.com/intl/intl-fund-documents).

In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. Natixis Investment Managers International is a portfolio management company authorized by
the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and Companies Register
under no. 329 450 738, Registered office: 43 avenue Pierre Mendés France, 75013 Paris. Germany: Natixis Investment Managers International, Zweigniederlassung Deutschland (Registration number: HRB
129507). Registered office: Senckenberganlage 21, 60325 Frankfurt am Main. Italy: Natixis Investment Managers International Succursale Italiana (Registration number: MI-2637562). Registered office:
Via San Clemente 1, 20122 Milan, Italy. Netherlands: Natixis Investment Managers International, Dutch branch (Registration number: 000050438298), Registered office: Stadsplateau 7, 3521AZ Utrecht,
the Netherlands. Spain: Natixis Investment Managers International S.A., Sucursal en Espafia (Registration number: NIF W0232616C), Registered office: Serrano n°90, 6th Floor, 28006 Madrid, Spain.
Luxembourg: Natixis Investment Managers International, Luxembourg branch (Registration number: B283713), Registered office: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg.
Belgium: Natixis Investment Managers International, Belgian branch (Registration number: 1006.931.462), Gare Maritime, Rue Picard 7, Bte 100, 1000 Bruxelles, Belgium. In Switzerland: Provided for
information purposes only by Natixis Investment Managers, Switzerland Sarl (Registration number: CHE-114.271.882), Rue du Vieux College 10, 1204 Geneva, Switzerland or its representative office in
Zurich, Schweizergasse 6, 8001 Ziirich. In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority (FCA firm
reference no. 190258) - registered office: Natixis Investment Managers UK Limited, Level 4, Cannon Bridge House, 25 Dowgate Hill, London, EC4R 2YA. When permitted, the distribution of this material is
intended to be made to persons as described as follows: in the United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional investors
only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed at only
financial services providers which hold a license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors
only; in the Isle of Man: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services Authority or
insurers authorised under section 8 of the Insurance Act 2008. In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is regulated
by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience and understanding to participate in financial markets within the DIFC, and qualify
as Professional Clients or Market Counterparties as defined by the DFSA. No other Person should act upon this material. Registered office: Unit L10-02, Level 10 ,ICD Brookfield Place, DIFC, PO Box
506752, Dubai, United Arab Emirates In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise regulated by
the Financial Supervisory Commission of the R.0.C. Registered address: 34F,, No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.0.C.), license number 2020 FSC SICE No. 025,
Tel. +886 2 8789 2788. In Singapore: Provided by Natixis Investment Managers Singapore Limited (NIM Singapore) having office at 5 Shenton Way, #22-05/06, UIC Building, Singapore 068808 (Company
Registration No. 199807044D) to distributors and qualified investors for information purpose only. NIM Singapore is regulated by the Monetary Authority of Singapore under a Capital Markets Services
Licence to conduct fund management activities and is an exempt financial adviser. Mirova Division (Business Name Registration No.: 53431077W) and Ostrum Division (Business Name Registration No.:
53463468X) are part of NIM Singapore and are not separate legal entities. This advertisement or publication has not been reviewed by the Monetary Authority of Singapore. In Hong Kong: Provided by
Natixis Investment Managers Hong Kong Limited to professional investors for information purpose only. In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786
289) (AFSL No. 246830) and is intended for the general information of financial advisers and wholesale clients only. In New Zealand: This document is intended for the general information of New Zealand
wholesale investors only and does not constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand
investors who have certified that they meet the requirements in the FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New
Zealand. In Colombia: Provided by Natixis Investment Managers International Oficina de Representacion (Colombia) to professional clients for informational purposes only as permitted under Decree
2555 of 2010. Any products, services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and is addressed to
less than 100 specifically identified investors. In Latin America: Provided by Natixis Investment Managers International. In Chile: Esta oferta privada se inicia el dia de la fecha de la presente comunicacion.
La presente oferta se acoge a la Norma de Carécter General N°336 de la Superintendencia de Valores y Seguros de Chile. La presente oferta versa sobre valores no inscritos en el Registro de Valores o
en el Registro de Valores Extranjeros que lleva la Superintendencia de Valores y Seguros, por lo que los valores sobre los cuales ésta versa, no estan sujetos a su fiscalizacion. Que por tratarse de valores
no inscritos, no existe la obligacion por parte del emisor de entregar en Chile informacién publica respecto de estos valores. Estos valores no podrén ser objeto de oferta publica mientras no sean inscritos
en el Registro de Valores correspondiente. In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V,, which is not a regulated financial entity, securities intermediary, or an investment manager in terms
of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comision Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services
or investments referred to herein that require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema Internacional de Cotizaciones
(SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy of this information has not been confirmed by the CNBV. Natixis Investment Managers is an entity
organized under the laws of France and is not authorized by or registered with the CNBV or any other Mexican authority. Any reference contained herein to “Investment Managers” is made to Natixis
Investment Managers and/or any of its investment management subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican authority. In Uruguay: Provided by Natixis
Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar 1491, Montevideo, Uruguay, CP 11500. The sale or
offer of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. In Brazil: Provided to a specific identified investment professional for information purposes
only by Natixis Investment Managers International. This communication cannot be distributed other than to the identified addressee. Further, this communication should not be construed as a public offer
of any securities or any related financial instruments. Natixis Investment Managers International is a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial
Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue
Pierre Mendes France, 75013 Paris.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of specialised investment management and distribution entities
worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from the jurisdictions in which they are licensed or authorised. Their
services and the products they manage are not available to all investors in all jurisdictions. Although Natixis Investment Managers believes the information provided in this material to be reliable, including
that from third party sources, it does not guarantee the accuracy, adequacy, or completeness of such information. The provision of this material and/or reference to specific securities, sectors, or markets
within this material does not constitute investment advice, or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the
investment objectives, risks and expenses of any investment carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein represent the views
of the individual(s) as of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change and cannot be construed as having any contractual value. There can
be no assurance that developments will transpire as may be forecasted in this material. The analyses and opinions expressed by external third parties are independent and does not necessarily reflect
those of Natixis Investment Managers. Any past performance information presented is not indicative of future performance.

This material may not be redistributed, published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.

Natixis Investment Managers may decide to terminate its marketing arrangements for this fund in accordance with the relevant legislation

Natixis Investment Managers
RCS Paris 453 952 681

Share Capital: €178 251 690

43 avenue Pierre Mendes France
75013 Paris
www.im.natixis.com
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