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Merchant Banking
A powerful and cohesive multi-strategy platform across the capital structure

€14.0bn
assets under
management

9%
from the Rothschild & Co Group

155 professionals
24 nationalities

5 offices
Paris, London, Luxembourg, New York, Los Angeles

Discount
Private

Equity

€6.2bn

Corporate private equity, secondaries,
multi-managers funds, co-investments

Discount
Private

Debt

€7.8bn

Direct lending, credit management
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Private Equity offering
Mid-market focus through directs, secondaries, co-investments and multi-managers

Corporate Private Equity

€3.6bn

Multi-Strategies (FAMS)

€2.6bn

FAPI

FAGC

FACP

FASO

FAMI

FAPEP

Five Arrows Principal
Investments

Five Arrows Growth
Capital

Five Arrows Capital
Partners

Five Arrows Secondary
Opportunities

Five Arrows Minority
Investments

Five Arrows Private
Equity Programme

Mid-market
buyout

Small-cap buyout

Mid-market
buyout

Mid-cap direct
Secondaries

Co-investments

Multi-managers &
fof platform

FAPI I (2010): €583m
FAPI II (2015): €781m
FAPI III (2019): €1.3bn

FASO III (2012): €259m
FAGC (2020):
fundraising

FACP (2018): $655m

FASO IV (2016): €459m
FASO V (2019): €1.0bn

FAMI I (2013): €100m
FAMI II (2016): €155m

FAPEP I (2017): €195m
FAPEP II (2019):
fundraising

33 investments in 10 countries

15+ years track record across more than 50 transactions

36 investment professionals

21 investment professionals

3
Public

Private Debt offering
Credit solutions across the capital structure for mid-cap and large companies

Direct Lending

€1.2bn

Credit Management

FACS

FADP

Oberon

Elsinore

GLI

CLO

Five Arrows
Debt Partners

& managed accounts

& managed accounts

Five Arrows Global
Loan Investments

management

Unlevered senior
secured credits

Senior,
subordinated and
CLO credits

CLO Equity

CLO vehicles

FADL

Five Arrows
Five Arrows
Credit Solutions Direct Lending

Debt financing solutions to privatelyowned businesses across the European
mid-market
FACS: €415m (2014)
FADL: €657m (2018)
FADP III: fundraising

€6.6bn

Oberon I-III (2013-17): €965m

Oberon IV (2018): fundraising
Oberon USA (2018): openended

€3.5bn
Elsinore I (2018):
fundraising
Managed Account: €100m

31 investments across Europe

Managed Accounts: €1.8bn

11 investment professionals

23 investment professionals

FA GLI (2019):
fundraising

Europe: 6 CLOs
(Contego)
North America: 4 CLOs
(Ocean Trails)
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The Group’s synergies
Leveraging the Group’s unique market edge and sourcing capabilities

Global presence in
40+ countries

Broad
network of
operators

Deep sector
expertise

Leading advisory
network
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A disciplined investment philosophy
We base our asset selection on stringent criteria centred on risk-adjusted returns

Our core
sector focus

Our key investing principles
⚫

Attractive and durable returns on invested capital

⚫

High and sustainable barriers to entry

⚫

Strong free cash flow conversion and yield

⚫

Superior long-term organic growth

⚫

Multiple value creation levers and active portfolio engagement

Key product & company
themes
⚫
⚫
⚫
⚫
⚫

“Mission critical” products
“Installed base” of customers (recurring sales)
“Asset-lite” businesses with disproportionate
profit scaling
Secular growth prospects driven by sustainable
tail winds
Dominant domestic franchises and/or export
champions

Healthcare

Views on managing risks
⚫
⚫
⚫
⚫

Input price volatility can be a killer
Understand business performance through
several cycles
Operating leverage and financial leverage is a
dangerous combination
Awareness of the impact of regulatory change

Data &
Software

TechnologyEnabled
Business
Services
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Our portfolio diversification
Bias towards our core sectors
Portfolio exposure by sectors
March 2015 (NAV= €426m)

December 2019 (NAV=€527m)

46% on core
sectors focus

58% on core
sectors focus
6%

25%

19%

42%

Healthcare
Data & Software

H…
54%

Business Services
20%

21%

Other
13%

Result of a more mature, focused and higher quality investment style
Note
Based on NAV, excluding carried interest shares
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Our business model: long-term and scalable

Disciplined
investment
strategy

delivering attractive
returns with low
volatility for our
investors

Recurring and
increasing
revenue streams

Trust from our
investors

Management fees
Performance fees
(carried interest)
Capital gains

Loyal and growing
investor base driving
the increase in AUM

Growing profits for
Rothschild & Co

driven by AUM
growth, increasing
revenues, leveraging
a fixed cost base
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Our revenue model: a mix of investment and management
profit
Our revenue mix
2015-2017 average

Investment
gains
49%

2017- 2019 average
Recurring
revenue
(Management
Fees)
37%

Investment
gains
36%

Recurring
revenue
(Management
Fees)
42%

Performance
fees
(Carried
Interest)
22%

Performance
fees
(Carried
Interest)
14%

Balanced mix between fees, carried interest and investment gains
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Our revenue mix vs. European peers
The quality of our revenue is superior to most of our peers

2019 revenue mix

Competitor A
3%

Competitor B

Competitor C

Merchant Banking

Competitor D
5%

7%
32%

46%

48%
68%

90%

18%

30%

46%

24%

0%

77%

5%

Management fees

Performance fees

Investment gains

Note
Peers represent multi strategies listed private equity competitors
Sources Companies’ public annual reports
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Our target performance across strategies

Private Equity
Corporate Private
Equity

Private Debt
Multi Managers

Gross Multiple

Gross Multiple

2.25x – 2.75x

1.50x – 1.70x

Gross IRR

Gross IRR

18% - 20%

14% - 20%

Junior

Unitranche

Senior

Gross IRR

Gross IRR

Gross IRR

12%

8%

4%

Notes
The above contains targets and assumptions and there is no guarantee that these will be achieved
Please see the Disclaimer slide at the end of this presentation for information regarding the use of target returns

11
Public

The future of private markets
Private vs. public assets: a systemic switch?

Secular growth drivers
• Superior returns than public equities

• Better resilience of private equity over economic cycles
• Retrenchment of banks driving growth in private debt
• Continued scrutiny on public markets
• Increasing allocations towards alternatives

A deep addressable
market of private
companies

Increase of investors’
allocations to private
equity and private debt

Unprecedented flow of
capital into the private
markets
12
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Superior returns of private equity
Superior returns compared to public equities
Europe
Net IRR (%)

Net IRR (%)

U.S.
20%
15%

20%
15%

10%

10%

5%

5%

0%

0%
1 year

Buyout

5 years 10 years 20 years
Investment horizon

Listed (S&P 500 PME)

1 year

Buyout

5 years 10 years 20 years
Investment horizon

Listed (FTSE 100 PME)

Notes
IRR corresponds to end-to-end pooled IRR i.e. performance of the asset class as a whole over the last 5, 10 and 20 years; data for US calculated in US dollars; data for Europe
calculated in euros; Europe includes developed economies only; Indexes are based on Cambridge Associates’ mPME proprietary private-to-public comparison methodology that
evaluates what performance would have been had the dollars invested in private equity been invested in public markets instead; the public index’s shares are purchased and
sold according to the PE fund cash-flow schedule

Sources Cambridge Associates / Bain & Co Global Private Equity Report – figures as of June 2019. US listed equivalent = S&P 500, Europe listed equivalent = MSCI
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Better resilience of private equity

Performance of the PE asset class across cycles
CAGR
00-03

CAGR
00-09

Index Return

600
(Rebased to 100 as of 31-Dec-2000)

659

+517bps p.a.
compared to the
S&P 500

500

470

400

The S&P 500 has
generated an
annual return of
6% while buyout
funds have
returned c.11%
annually since
2000

279

300
-13%

200

-12%
-9%

100

-14%
-21%

-17%

0
01

02

03

04

05

06

Preqin Private Equity

07

08

09

10

11

Preqin Buyout

12

13

14

S&P 500

15

16

17

18

Down cycles

Source Preqin Index: Private Equity and Buyout vs. S&P 500 (Rebased to 100 as of 31 December 2000)
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Bank lending remains subdued with further penetration
potential expected in Europe
Share of leveraged loan market held by fund investors and European Bank Lending Growth
100%

90%

80%

71%

60%

40% 42,0%

20%

13,4%
11,2% 13,1%

10,4% 9,9%
5,9%
0%

4,2%

3,9% 2,0% 3,0%

6,0%

2,5%

0,0% 0,2% 1,3%

1,0%
(2,3%)

(1,1%) (5,1%) (2,8%)

(0,0%)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
(20%)

Annual European Bank Lending Growth

Fund Investors Europe

Fund Investors US

Source S&P LCD News, European Commission
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Unprecedented flow of capital into private markets
A deep addressable market of private companies
European companies with €100m+ of revenue

48 000
3 000
Listed companies

Private companies
European private equity backed companies1

European listed companies

7 816

6 512

-29%

4 622

+18%
6 631

2008

2018

2008

2018

Sources: Capital IQ, World Federation of Exchange / Worldbank, Invest Europe
Note
1. Number of companies backed by a PE sponsor during the year
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The amount of buyout capital raised is in line with the
growth in new investment activity

$bn

Global Private Equity buyout capital raised
400
300

Fundraising cycle
continues to be
strong…

200

100
0

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Years

Average duration of buyout dry powder
4.6

5

4.7
4.0

4

3.5

3
2
1

2.4

3.1
2.5

2.6

1.9
1.3

2.3

2.5
2.1

1.8

2.6

2.0

1.0

… however the
average time to use
dry powder
remains less than 3
years

0
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Sources Bain & Co Global Private Equity Report 2020 (Preqin, Dealogic, S&P Capital IQ)
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Increasing investor appetite for private equity and private
debt
Institutional investors’ plan
Reduce allocation

Increase allocation

13%

PRIVATE EQUITY

40%

12%

PRIVATE DEBT

39%

27%

REAL ESTATE
16%

28%

INFRASTRUCTURE

26%

HEDGE FUNDS

36%
23%

Source: Preqin Investor Outlook: Alternative Assets H2 2019
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Merchant Banking continues to scale across all our
strategies
Merchant Banking Assets Under Management

€19.0bn

€14.0bn
x4.8

€8.2bn

€4.9bn
€2.9bn

2013

2015

Corporate Private Equity

2017
Multi Strategies

2019
Direct Lending

2022
Credit Management

Note
For illustrative purposes only. The above information is based on a variety of assumptions including that fundraising efforts will reach multi-year targets. Actual results may differ.
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Disclaimer

This presentation has been prepared in connection with the release of 2019 annual results by Rothschild & Co SCA (together with its subsidiaries, “Rothschild & Co”; the “Group”; “we”; “us”; “our”).
Information is as of December 2019, unless otherwise indicated. This presentation is for informational purposes only and does not constitute an offer to sell, or a solicitation of any offer, or an
invitation, or a general solicitation to subscribe for or purchase, or to make any commitments for or in respect of any interests or securities or to engage in any other transaction or any jurisdiction. The
information contained herein is not intended to provide, and should not be relied upon for, accounting, legal or tax advice or investment recommendations.
This presentation may not be referenced, quoted or linked by website, in whole or in part, without the prior written consent of Rothschild & Co.
Rothschild & Co makes no representation or warranty, express or implied, with respect to the accuracy, reasonableness or completeness of any of the information contained herein, including, but not
limited to, information obtained from third parties.
Information contained herein may include information with respect to prior investment performance of one or more Rothschild & Co funds or investments including gross and/or net internal rates of
return (“IRR”). Information with respect to prior performance, while a useful tool in evaluating investment activities, is not necessarily indicative of actual results that may be achieved for unrealised
investments. Gross IRRs are calculated prior to giving effect to management fees, carried interest and expenses; net IRRs give effect to management fees, carried interest and expenses. Target IRR
information is provided as an indicator as to how funds will be managed and is not intended to be viewed as an indicator of likely performance returns. Target IRR is based upon estimates and
assumptions which include but are not limited to, recent performance data and current market conditions that a potential investment will yield a return equal to or greater than the target. There can be
no assurance that targeted performance will be achieved, that the funds will achieve comparable results, that the returns generated by the funds will equal or exceed those of other investment
activities of Rothschild & Co or that it will possible to implement it and that it will achieve its investment objectives. Any estimate of potential return from an investment is not a guarantee or
representation as to the quality of the investment or a representation as to the adequacy of the firm’s methodology for estimating returns.
Certain statements made in this presentation may contain forward-looking statements. Forward-looking statements may be identified by the use of terminology including, but not limited to, “may,” “will,”
“seek,” “should,” “expect,” “anticipate,” “target,” “project,” “estimate,” “intend,” “continue” or “believe” or the negatives thereof or other variations thereon or comparable terminology. Any such forwardlooking statements are based on assumptions that Rothschild & Co believes are reasonable, but are subject to a wide range of assumptions, risks and uncertainties and, therefore, there can be no
assurance that actual events or results or the actual performance will not differ materially from those expressed or implied by such forward-looking statements. Rothschild & Co does not undertake any
obligation to update or revise the forward-looking statements contained in this presentation to reflect events or circumstances occurring after the date of the initial distribution of this presentation or to
reflect the occurrence of unanticipated events.

Important Notes Regarding the Use of Index Comparisons: Index performance and yield data are shown for illustrative purposes only and have limitations when used for comparison or for other
purposes. There are significant differences between the funds and the indices described herein. For instance, funds may use leverage and invest in securities or financial instruments that have a
greater degree of risk and volatility, as well as less liquidity than those securities or financial instruments contained in the indices. It should not be assumed the funds will invest in any specific
securities that comprise an index nor should it be understood to mean there is a correlation between the funds’ returns and any indices' performance.
Index descriptions: S&P 500 Index is a free-floating capitalization-weighted index of the prices of 500 large-cap common stocks actively traded in the United States. MSCI EAFE Index is designed to
represent the performance of large and mid-cap securities across 21 developed markets, including countries in Europe, Australasia and the Far East, excluding the U.S. and Canada. It covers
approximately 85% of the free float-adjusted market capitalization in each country.
Past performance is not indicative nor a guarantee of future returns. Losses may occur.
Additional information may be available upon request.
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