Why & How to invest in Private
Equity Funds in
Eastern and Central Europe ?
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European cartography
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Sources : European Union Portal, European Council, OSCE, Robert Schumann Fundation

Collective bargaining has only started with Turkey & Croatia * Former Yugoslavia Republic of Macedonia
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Dynamic environment (us)

e Large population, emergence of a middle class and the recent rise of the way of living standards
led to a growing domestic dermand*
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Global population in CEE market : 105 million consumers (out of 495min EU)

Russian population : 145 million

Poland, Ukraine & Romania are the most populated and the greatest economies in Central Europe
e |ndisputably, Poland is CEE's leading econormy

* Cf EcoWeek BNIP Paribas 19th september 2008 & Natixis Flash Economy— Inception of GDP growth in emering economies as of 30th septermber 2008
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Dynamic environment (2ss
e National demand and intemational trade (especially with EU) led to unprecedented growth in
emerging economies

* ' 3JWRZ\W H SRUBIRY/  GRP HAIF G-P OG5 9ROPH * URZ\M HP SB\ PHOADM ~ SURGRIVIW JOIQV1Q( DWMD( XURSH

Q( DARDD( XURSH FR{QUEY
2% (IFAMH*" 3 | (PSR PHQV | 8QPSB PHQWV (II%UR?H%/IQ
- JBZW \\ | *BZW \\ | 5DM onmy 1\

15% Bulgaria 57 2¢ 6,8 28

\
N\ A A VA Rorreri - a2 o -

o \V \/ W/ e |thuenie 78 08 45 82

e S Estonia 86 1€ 41 71

%4 | Polang 41 04 9€ 37

% % O B W 00 O 2 G 04 6 6 07 0§ |JOKS 56 1 1.z 4

Hungary 4 04 72 3€

| _ Coech Ren. 45 04 54 41

— — GDP —— Exportations Domesticdemand  [govena 43 15 4¢ 28
Source : Eurostat 2008, CIA Source : EBRD Transition Report update 2007

factbook 2008

e Strong GDP growth from 2000 to 2008 in the area (4 to 8,8%): 5%in average
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Dynamic environment (zs

e Economic reforms boost entrepreneurial business. ..
— Transition from state-controlled to liberal economies
— Perceptible drop in the influence of state-owned businesses
— Growing competition
— Less regulated labour market than in EU-15
— Deregulation in the administrative system dedicated to the entrepreneurial business

— Simplified tax systems
IXPEHR 60( WRAMBY IR \R PSR HV 0 IGO0 DNHBEMHAY HPS®\ HV
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Q@ m Ukraine 14 -
g 1500 - Romenia @ 15 |
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Source : Eurostat yearbook 2006-2007, estimations BNP Paribas Private Equity
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Dynamic environment (4

e ...thanks to afinancial and legal frameworks improved over 15 years...

[ IEFHDDONRY  3UWYDIVDIRQ SMHNV HMURPHWV AP SHMR)
S S e European standardization of legal
.. [ I
Wage Regulation) ~ Tradibility of land mm“’“ sotvercy | Sec”i:)e:m coporae | @ regulatory frameworks (law
aw | T govemancelaw| Obedience, case law.. )

Bulgaria Yes full within EU yes mediur advanced medium
Czech Rep. no full except foreigners yes mediur inefficient medium

Estonia no full yes mediur inefficient medium

Hungary no full except foreigners yes mediur advanced high : :

Latvia no full except foreigners yes low advanced high ® Gradual acceptance Of Internatlonal

Lithuania no full except foreigners yes low advanced high accounting standards, secured

Moldavia yes full except foreigners Yes high some defects high .

Poland o ful except foreigners ves mediur inefficient high transaction and corporate governance

Romania yes full within EU Yes high advanced low |aVVS

Russia na limited de facto yes mediunr malfunctioning haute

Slovakia no full except non-EU foreigners yes mediur advanced medium

Slovenia Yes full except non-EU foreigners yes low inefficient medium

Ukraine no restricted Yes low some defects very low

Source : EBRD Transition Report update 2007
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Dynanic environment [5/5] Merchand ise trade between EUZF, CEE 8IS oo untries ($bn)

e el trained workforce, access to the educational systemwes one of the _:;S:":M
) ) — er bHurpe
pillars of the communist system " ;—f;’f/ EUTELT £

| —CREUT

e The return of young experienced managers, educated in westemn " -
universities, eager to adapt and replicate “business models” . .

203 20g a0t

World Trade Organization, April 2009

e Anti-corruption compliance programs are becoming efficient despite [0Cal 4, o 1510 2576 per year of merchoncses rade between these regions
troubles in Bulgaria and Romania

e Stable democracies have adopted the European Union legal and
regulatory framework. They offer a reliable and predictable

6KOHR WHH SRWR WH&(( &6

macroeconomic and investing environment and are fully integrated within FROEV IQWHJ GECOMGH
European markets
9,00%
e Public debts (excepting Hungary, 73.8% of GDP) are lower than the EU - M
average (see appendix) 3100%‘ S —
e The CEE corporate sector is modern and competitive, as shown by the SELESES
rising share of its exports in global trade (especially for merchandises) —— Services —— Merchandise
e Trend of CEE countries converging to EU has for consequence to lower “Bosnia, Buigaria, Croatia, Czech Repubic,
their political, legal and economic risks Poerc, Romora R, S Sovain

Slovenia, Turkey, Ukraine
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CEE facing the crisiS (12

e Lack of liquidity and rise in risk aversion to emerging economies lead to a
drop in foreign direct investments and a depreciation of floating currencies

e CEE countries are open economies and suffer fromthe slump in external
demand

e Higher differentiation risk in between countries (current account deficits,
corporate and public delot levels and refinancing demands)

e The labour markets current conditions temporally impact the domestic
dermrﬂs —+—EUR/CZK —8—EUR/PLZ EUR/ HUF EUR/RON‘

e Despite large downward revisions, CEE countries are still groning faster
than developed European countries

e Domestic demand will remain underpinned by an expanding middle class
and the rise in the way of living standards (financial services, constructions, -

equipment ¥4) ;
+ Despite the current troubles the middle class is facing, the convergence process
will indisputably lead the latter to a strong development on the mid and long term ™ ™ ™ ™ = =% 7% = e o e e -

e \Weak exchange rate will improve competitiveness
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CEE facing the crisiS 2z

Dramatic falls in stock exchange virtually eliminate IPOs as exit route but trade sales have emerged as the
dominant exit strategy in the region

A precarious situation in terms of external liquidity but international institutions as the EBRD, IMF and
European Union have already reacted and are up to be active lenders to this area :

Lack of liquidity is an international phenomenon, it is not specific to the area

Large mgjority of countries remain investment grade

+
+ International institutions will probably prevent sovereign defaults and a capital stop (ex: $20 bn for Romania and
Hungary, $7 bn for Latvia,Vs)

I+

Protectionismrisk is low.
+ Recent investments in modern equipment have been made in a long term perspective
+ CEE countries are still an opportunity for \Western Europe to produce at low cost

The proven ahility to reform, adapt (to the EU) and get through multiple crisis across decades make CEE
countries potentially more flexible and able to meet an economical upturn in a shorter termthan elsewhere
in EU-12

Strategic geographical pasition, economic growth potential, quality of the workforce, flexibility of the

economees, stabilization of the democracies, international institution support and progressive integration in
EU drive us to believe that growth stop is temporary, and might revive sooner and stronger than elsewhere
in Europe
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Local Situations

I Riskiest Situationsi|

Baltic countries are open economies, thus the drop of external demand deeply impacted their trade balance
and the labour market. Previous growth was mainly due to a large leveraging of the corporate households
sector. Countries facing the deepest recession of the area

Hungary has switched from a loose to an on leash budget policy in 2006 which explains the economic
slowdown since 2007

Currency systems have to be differenciated: euro/peg/ floating currencies:
+ Peg/Euro protect against the drop of the currencies, thus a more important debt cost
+ Whereas depreciation of a currency improves competitiveness (Poland, Hungary,Y)

Romania has been increasing its deficits for years, especially for 2008 & 2009. Appeal to IMF will likely
change its policy. Romania is less dependant from exportations than its peers but has to face a significant
outburst of the credit bubble (as for the Baltic countries and Hungary), the credit had tripled in 3 years.

Czech Republic, Slovenia and Slovakia are particulary exposed to the automotive sector and thus suffer
froma slump in external demand

Poland is a large domestic market and a robust econommy, less impacted by the economic turmoil than its
peers. Poland is making efforts to enter the Euro-zone by 2012 (Slovakia entered the Euro Zone with an
over evaluated parity which led to a loss of competitiveness regarding labour costs)

Romania, Bulgaria, Latvia and Hungary have experienced some ponctual corruption troubles lately ;;a;;_'
Slight local social troubles (Hungary, BalticsYs) o
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2. Features of the Private Equity market
in Central & Eastern Europe
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CEE Private Equity Market Features (u3

e Agrowing and maturing industry, however it does not noticeably impact the raised amounts in the
Emerging Markets' area
+ Hrst launching of funds in the early 90's
+ PE industry characterised by a soaring learning slope
+ Significant number of GPs which raised their 2nd, 3rd or even 4th fund.
+ Plenty of skilled and experienced teams able to present a track-record

200
180 -
160 = Global e Global amount raised in 2007
| m Afica US$ 15 bn.
100 1 L Arerica Top raised in 2007
o nErope TP amounts in ;
60 - m Asia e Mid Europa lll : €1,5bn
40
0 | e Baring Vostok IV : €1bn (Russia)

2003 2004 2005 2006 2007 2008 In
(YTD) market

(1} Prvate Equity Inteligence Ltd. www preqin.com.
(2} Amounts include certain funds with a global focus that opportunistically target emerging markets.
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CEE Private Equity Market Features (23 ) XQADMY IRUE( ( SUYDMHTW

4253

o &l established Private Equity industry with steady increase in 4o
fundraising until subprime crisis: 25t
+ 66% from European investor . 7 - 106 =
+ 23.5%fromfund of funds
2003 2004 2005 2006 2007
PEREP_Analytics, EVCA 2007

e Y allocating mainly towards buyout segment: ASHR 2

+ with an average entreprise value target of €25.5 million (43.2 in Europe) 2 Seedg 02 10/(0 (

+ Buyouts and expansion capital transactions are at very similar levels in Europe ' Start-up0,8%

whereas seed and start-up are at much lower levels
Expansion

e 4 but remain underinvested 129% | umaroud 0.2%

+  Investing activity reported to GDP is far below European ratio although the gap Buyout

continues to shrink (40%in 2006 to 57%in 2007 of the Europe-wide average) 772% 8.8%
+ 203 CEE companies received private equity financing in 2007
| SUYDMHNXW QMM HQVDV DSHRHQMIHR * ' 3
PEREP_Analytics, EVCA 2007
III|I||II|IIIIIIIIIIIIIIII “
. % © g gg_.g.m 'g.cg. . Eg . .ég,&,m.g
NN HEH DL L LR UL

PEREP_Analytics, EVCA 2007

‘/( A BNP Paribas Investment Partner o~ BNP PAR] BAS
k. | PRIVATE EQUITY




. _ ([IVIQ&( (
CEE Private Equity Market Features (a3 30000 - PEREP Aralics, EVCAZIT

. . . 300000
e Divestments by trade sales remains the most common exit route: 250000 -

53% of the total value in 2007, higher percentage than in Europe (28%) — Zlgg |

Bxit by public market temporally out of the scope of exit routes 100000 -
Sales to private equity houses represent 30% of the whole, lower percentage 5000(_) |
than Europe

+ H+ I+

|

Trade Sale
Public Offering
Buy-back
Other

e Marketis less concentrated than in Western EuropeY
+ Poland, Bulgaria, Hungary, Romania are the favorite destinations

e Y, andwell diversified by sector
+  Communication is the largest sector with 24% of investments

share/loans
Sale to private equity house
Sale to financial institution

Repayement of preference

:
:
:

e Vi withlocal heterogenous situations : A | Rormia ) s
Bulgaria (communication, business and industrial products) 58
Hungary (chemicals and materials)

Poland (business and industrial products, financial services, transportation)
Lithuania (communication)

Latvia (computer and consumer electronics)

54% 0

Baltic States,
12,3%

+ + + H+ I+

&( (- SUYDMHXWIQHR HYER VHRRU PEREP _Analytics, EVCA 2007

PEREP_Analytics, EVCA 2007

M Agriculture M Chemicals & materials Life sciences )

B Eectronics | H Communications Il Consurmer goods & retail

Il Consumer services: other Business & industrial products B Business a industrial services
M Construction O Transportation Construction B Energy & environment

B Financial services [ Real estate @ Unknown



Mapping of the main funds within Central Europe

1500 Larger funds
Mid-sized funds
1000 — Smaller, specialized and regional funds
=
800 -

Polish Entreprise
Fund IV

Trend
700 - Mid Europa \ \
Fund II
600 N \

AIG Europe e Successors funds are bigger
Fund Il
%7 N e Conmpetition is harsher in the greatest

----------------------------------- funds sector than in the mid market's

400 - Advent CEE Il SEUVE((
Polish Entreprise
Fund V Royalton
300 - Partners Il
Argus Capital Partners Il
200 Innova 4
Bedminster Eastern Arx
GED Eastern Fund Il Europe CEE Il
100 - Fund
Arx (ex SGAM
DBG) Adwent CEE |l Nova Polonia Natexis Il
0 T T T T T 1

2003 2004 2005 2006 2007 2008 2009



PE Opportunities in CEE

Potential economic growth is significant thanks to the ongoing catch-up race with the Western world in terms of
infrastructure and the way living standards

Declining valuations in the CEE (groing number of distressed sellers seeking liquidity) area will enable the
investors to buy companies at an attractive price

Under-banked economies driving Private Equity industry to be an important source of capital growth
Fewer competitors are willing to make new investments in the forecoming year

Romania & Poland are the most likely to offer the best opportunites in PE in the upcoming years.

+ Generally small size deals, such markets offer potentially high returns in a number of sectors (Financial services, real estate,
infrastructure,%4). Few PE players established with a local presence means less competition than in other regions.

Levels of leveraged in CEE buyout transaction have always been more conservative than in US and Europe. For
CEE portfolio companies owned by PE funds, financing risk is lower than expected

Fund managers successfully operating in the region today have gone through their learning curve, have weathered
difficult markets. They can demonstrate Track Record and at least one investment cycle and are raising their Il to V
fund

With more active LPs and GPs in the region, it is easier to carry out due diligence and get information



How to make the right selection



How to make the right selection?

e Byimplementing methods previously experienced in mature countries

+  Feedback of the team inception and its birth
e culture,
e experience,
« ability in fund management

+ Strategy grasping, management style, competition environment¥

I+

Managers integrity & reputation checks

I+

Carry out a detailed due diligence (“spill over effect” is significant in the area)



How to make the right selection?

by complying to local rules & patterns
+ Consider cultural difference

I+

Assess the managers’ personal & professional network capacities
o abroad (handover to strategic investors)
« with other PE funds (2nd hand cession)

and gauge them regarding the location ex :in Russia, ability to deal with the oligarchic network, Poland, to
deal with ranking officials

I+

I+

Refuse any non-alignment interests with other LPs

I+

Several due diligence aspects turn out to be decisive in this area, specific attention has to be drawn to
books auditing

taxation & social look over

real estate origin and registration

& setting up key controls dedicated to the investment feedback



How to make the right selection ?

e \\hat are our main assets to succeed in that selection ?

+

+  Strength of the network and reputation of BNP Paribas company

I+

Experience of the BNP Paribas Private Equity team dedicated to Emerging Markets

I+

Fund of fund team's network and experience

I+

Our networks within the financial institutions of the area : EBRD, World Bank (IFC) & transaction players (auditors,
attorneys, M&A boutiques, consultants, banksl/a)

I+

Our experience in direct investments

I+

Our cultural and linguistic knowledge in the Eastern Europe area

I+

Qur contacts with the main Private Equity players in the area



Why CEE?

e Potential of growth higher than elsewhere in Europe:

Hexibility will lead to a stronger and sooner economic upturn compared to \Western Europe
Growing middle class and rise in the way of living standards

Qualified workforce

Recent investments made on a long term perspective

+ + + I+

e Investment area with moderated risks:

Thanks to the progressive integration in EU (legal, palitic, economic risks)

For the countries facing difficulties regarding the lack of liquidity, international institutions will underpin these
econonies

Social troubles are localised and weak so far

Protectionismrisk is pretty weak

+ I+

+
+

e Private Equity industry shows multiple opportunities specific to the area

+ Low competition

+ Under-banked economies leading Private Equity industry to be an important source of capital growth

+ High growth potential of specific sectors (financial services, housing, equipement,4) due to the rise of the way of
living standards and the emergence of a middle class

Current attractive prices for portfolio companies

+

I+



Appendix

Snapshot of CEE economies



Macro-Economic Characteristics

CIA World Factbook;

BNP CIB Economic Research Department-Courtry Risk- April 2009
BNP Paribas Private Equity research

Standards & Poors



LLocal focus

e Converging Europe
+ The baltics (Estonia, Latvia, Lithuania): small but open economies; exposed to important macro-economic
imbalances and corrections in 2008-2009; investment opportunities generally small and limited in number

I+

Central Europe (Poland, Czech Republic, Hungary, Slovakia, Slovenia): highest degree of economic
integration with EU15; sustained economic growth track record lower than Baltics but superior to EU15;
important differences between countries with Hungary and Czech Republic most expased to the recession,
most likely to all have adopted the Euro by 2012/2013; all countries investment grade; continuous and
diverse flow of investment opportunities

I+

South East Europe (Croatia, Romania, Bulgaria, Serbia, Turkey): started EU-convergence process later;
generally dynamic; vulnerability to macro-economic imbalances (current account and forex); the largest
economies sub-investment grade; continuous and diverse flow of investment opportunities

e Adjacent countries
+ Ukraine and Romania: high macro-economic vulnerability and inherent political challenges, absence of EU-
convergence process as driver, fiscal and politcal reforms; high dependence on commodities; political
sovereign risk in Ukraine or autocratic government (Russia); slected investment opportunities depending on
point in economic cycle and mainly with strong PE sponsors.



CENTRAL EUROPE & EUROZONE
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Disclaimer

This presentation (the “Presentation”) is for confidential distribution by BNP Paribas Private Equity to a limited number of potential Quilified Investors, solely for the purpase of
providing preliminary information relating to investments in BNP Paribas European Private Equity 11l (the “Fund’). The Fundis a ) RIB/&RP P XQGH3OHP HYY 5D+ @&35@
(French venture capital fund) under French law. This Presentation may be neither distributed, published nor reproduced, in whole or in part, and the information contained herein can
not be disclosed by its recipients to any third party. By acknowledging receipt of this presentation, every potential investor accepts the aforementioned terms and conditions and
undertakes to return this Presentation to BNP Paribas Private Equity if he or she does not invest in the Fund.

The Fund® management company, BNP Paribas Private Equity, has been approved by the French financial markets authority ($XRIYWG/0 DBKpV) IDAHY+ @MF@under no.
GP97-107. The Fund will be an) &35 ' YHXHFDAMMOXG \EWRAR\KH VP STIHG SBRAHSH IQCHRREIH Z W $ WIFRBY / HAHT R \KH) WK PRARY DG IICQRADD
FR3H &R3H0 RP\BIUHHY ICDEHHY

The subscription, purchase, sale or transfer of the FCPR's units, directly or via an intermediary, is only allowed by @ophisticated investors@{, QHMMAHY $YHW) in accordance

with $SUFBI/ R \KH ) LK PRAMY DG ICQPAADOARGH . &R3H 0 RP\BILH HAY IQDCAHD. The Fund does not require the AMF® prior approval and may adopt specific
investrment rules.

Potential investors must rely on their own assessment of the legal, fiscal, financial and other consequences of investing in the Fund, including the merits thereof and the risks
incurred. Potential investors should not regard this Presentation as legal or tax advice, or an investment recommendation, and should consult their usual advisers with regard to
buying, holding or selling the Fund®units.

Some of the information that appears in this Presentation is drawn from publications produced by third parties. Neither BNP Paribas Private Equity nor any other person assumes
any liability whatsoever as to the accuracy or completeness of this information.



Disclaimer (cont.)

Any statements of opinion and/or estimates that appear in this Presentation, all views expressed and the projections, forecasts and statements made in respect of the outlook for
future events or the Fund's performance reflect BNP Paribas Private Equity's own analysis and interpretation of the information that it has at its disposal on the date of this
Presentation. No representation can be made nor any guarantee given that these statements, views, projections or forecasts are accurate or that the Fund will achieve its objectives.
Potential investors must decide for themselves to what extent they should rely on these statements, views, projections or forecasts and BNP Paribas Private Equity shall accept no
liahility in this regard. Potential investors are strongly advised to carry out their own prior diligence, especially with regard to the legal and tax consequences of investing in the Fund.

Given the economic and market risks, there can be no assurance that the Funds will achieve their investment objectives. Past performance is not a guide to future performance and
the value of the investments in the funds may go down as well as up.

This Presentation may be updated and amended up until the last day of the Fund's subscription period.

The potential investor’s attention is drawn to the fact that the Fund is likely to undertake long term, illiquid investments in funds whose units are not listed or traded on any market.
These investments may be difficult to value and tend to incur a higher than average level of risk. Similarly, there is no market on which the Fund® units can be traded and it is not
expected that such a market will develop in the future.

This Presentation does not constitute and cannot be used for the purposes of formulating an offer of the units or an invitation to apply for a stake in the Fund by any person in any
country in which such an offer or invitation is unauthorised, or in which any person making such an offer or invitation is not authorised to do so, or to any person to whom it is
unlawful to make such an offer or invitation. It is the responsihility of potential investors in all jurisdictions to ensure that they comply with the applicable laws and regulations in their
jurisdiction with regard to any application to invest in the Fund, which includes obtaining any necessary governmental or other approval, and complying with any other formelity
required in such a jurisdiction.



