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Overview

PwC’s Asset and Wealth Management practice is pleased to publish the results from our Asset and Wealth Management
(AWM) Benchmarking Insights Series.

Our benchmarking series is designed to gather, analyze and share information about key industry trends and metrics.
This report summarizes industry practices and recent data related to Emerging Products and Trends.

The information reflected in this report leverages the data, knowledge and experience garnered from providing audit services
to leading alternative asset management firms. Our emerging trends report captures information from 20 asset
management firms across various product types and strategies representing approximately $7 trillion of assets under
management (AUM). Participants primarily have calendar year-ends and include a combination of hedge funds, private
equity funds, credit funds and other alternative fund types such as interval funds and tender offer funds. As a result, the
dataset also includes input from certain traditional managers with semi-liquid offerings.

Because of the diverse nature of alternative asset managers, these results should not be considered representative of
all alternative asset management firms. Furthermore, many of the concepts in this report are influenced by the specific
facts and circumstances of each participant. Accordingly, these results should be viewed as directional, rather than
authoritative, and do not necessarily represent practices that are applicable in all situations.

Should you have any questions about the data herein we encourage you to reach out to our team. Refer to the back of the
report for our contact information.

We hope that you find this report interesting and useful as you evaluate your organization on the topics highlighted herein.
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Emerging Products & Trends — Report Highlights

Included in this report are details about emerging trends
within the alternative investment space. As demand for more
flexible and innovative investment models is growing,
investment advisers are launching more semi-liquid fund
structures to meet client needs. In response, this report
explores perspectives on how asset managers

are incorporating these different fund structures, utilizing
third-parties to manage them, and adapting their strategies to
changing regulations.

We explore the extent to which firms outsource critical
functions such as fund accounting, financial reporting, tax,
and valuation. Notably, 85% of surveyed participants
rely on third-party valuation firms.

We examined shifts in investor base in response to the
accessibility of semi-liquid products. 67% of asset
managers expect changes to their investor base.

Semi-liquid funds are attracting both traditional and
alternative asset managers. And while the survey participants
are predominantly composed of alternative managers, the
dataset also includes input from traditional managers with
semi-liquid offerings.

The report also highlights several key market developments,
including the One Big Beautiful Bill Act, market volatility,
fund fee structures and other related topics.
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Participant
Demographics
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Participant Locations

Detail of US participant locations:
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Participant Demographics

Assets Under Management Number of Funds Managed

Over $1 Trillion N Less than 10
Over 100 5%
Billion - $1 Trilli Funds
$500 Billion - $1 Trillion [l 45%
$100 Billion - $500 Billion |G
10-30
$75 Billion - $100 Billion Funds
20%
$50 Billion - $75 Billion
$1 Billion - 50 Billion [N
50 - 100
Funds
$750 Million - $1 Billion 5% ?%?1 ngg
25%
$500 Million - $750 Million
$50 Million - $500 Million
Less than $50 Million 50% of survey participants have managed SEC

regulated funds for more than 10 years

0% 20% 40% 60%
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Participant Demographics

Types of Funds Managed Presentation of data in this report

Throughout this report, data has been organized by
showing responses for all participants, which may include
responses from both alternative and traditional asset

Hybrid 20% manageljs. . . .
Alternative Funds include those managing private funds

such as private equity funds, private credit funds, venture
capital funds, etc. Alternative Funds also include closed-
end registered investment companies, such as interval
funds and tender offer funds, that are hereinafter referred
to as Semi-Liquid funds. Mutual Funds represent
traditional open-ended registered investment companies.
Hybrid represents asset managers sponsoring both
Alternative and Mutual Funds.

Alternative Funds 60%

Information has been provided in this format to allow
comparison between the various fund strategies. However,
as many participants are large institutions that sponsor

Mutual Funds - 20% more than one type of fund, responses from a given
participant may be included in more than one of these
categories.
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Investment Types Held by Participants

Derivatives 47%

Fund of Funds 79%

Credit 89%

*Percentages will not sum to 100% as respondents had the ability to select multiple options.
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Semi-Liquid Funds - Strategy

Semi-liquid alternative fund strategies are signaling a
shift toward more accessible, investor-responsive
investment models. While adoption is still growing,
this trend shows greater innovation in fund
structuring, with the potential to reshape how asset
managers balance liquidity and long-term returns.

However, 33% of survey respondents indicated
uncertainty regarding predictions of investor appetite,
competitive landscape and regulatory shifts in the
semi-liquid investment arena.

Market Presence of
Semi-Liquid Fund Structures

® Launched to Date ™ Exploring

Reasons for Launching
Semi-Liquid Fund Strategies

Operational
Flexibility
11%

|~

Competitive I
Advantage nvestor
20% demand
36%
Distribution
chzam(l)/els Diversification
07 13%
Not Currently Exploring

Closed-end Private Funds with Redemption Terms ‘
Open-ended Private Funds [V 7S

Business Development Company | =/ S
1934 Act Fund [T AN

Tender Offer Fund - |NE TN
Interval Fund | T
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Semi-Liquid Funds - Strategy

How does your organization strategically position semi-liquid in
comparison to fully private or fully liquid investment alternatives?

Strategy 35%

Complementary Offering 41%

Risk Mitigation Strategy 6%

*Percentages will not sum to 100% as respondents had the ability to select multiple options

As part of their investment strategy, a significant portion of fund managers are strategically positioning semi-liquid products primarily
as diversification tools (47%) and/or complementary offerings (41%), underscoring a growing trend to incorporate semi-liquid
products to balance portfolios. While 35% report no specific positioning strategy, the low emphasis on risk mitigation (6 %) suggests

that managers see semi-liquid products as an opportunity to enhance portfolio construction and return profiles rather than simply a
protective measure.
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Semi-Liquid Funds - Capital Base

With the launch of semi-liquid products, 67% of asset

With the launch of semi- liquid managers anticipate a change to their investor base. Of
products, what percentage of your those that anticipate a change, 64% expect less than 50%
capital base do you anticipate will be of their investor base to be institutional.
institutional?
More than Prior to the launch of semi-liquid products, 66 % of asset
75% of base

managers report having more than 75% of their
investor base as institutional.

Before launching any semi-liquid

50;375% of products, what percentage of your
ase capital base is institutional?
Less than
50% of base

Less than

0% of base
507 50-75% of

base

More than
75% of base
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Semi-Liquid Funds - Distribution Channels

As it relates to the changing investor base outlined on the previous slide, the table below outlines the
distribution channels being utilized by asset managers.

Channels asset managers primarily use for distribution and providing
support to shareholders:

Primary Channels of Distribution

Direct sales 65%

Registered Investment Advisors (RIAS) 65%

Broker-Dealers 55%

Third-Party service providers 35%

Online Account Management 15%

*Percentages will not sum to 100% as respondents had the ability to select multiple options

PwC Asset and Wealth Management Benchmarking Insights | Altematives
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Semi-Liquid Funds - Hurdles
Biggest Challenges Faced When Adopting Semi- Liquid Fund Structures

Ensuring regulatory compliance
Developing effective distribution strategies

Training staff to understand and manage the structure

Implementing new systems and technology / integrating with
existing operational policies

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

*Percentages will not sum to 100% as respondents had the ability to select multiple options

The majority of asset managers surveyed have identified operational complexities as their most significant
challenge, particularly in areas such as staff training and the integration of new technological systems. To
successfully transition to semi-liquid fund structures, firms may need to make substantial investments in both
human capital and advanced technology. This shift implies a considerable commitment of resources, underscoring
the importance of strategic planning and capability development within these organizations.
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Semi-Liquid Funds - Outsourcing

What are the key functions that are being outsourced?

Tax 70%

Financial Reporting

Fund Accounting 75%

35%

Compliance

Transfer Agency 45%

IT and Tech Support 20%

Marketing & distributions - 5%

Research & Analysis - 5%

Portfolio management (sub-advisor) 15%

*Percentages will not sum to 100% as respondents had the ability to select multiple options

100% of Traditional asset managers surveyed and 62 % of Alternative asset managers surveyed outsource fund
accounting.

Similarly, 100% of Traditional asset managers surveyed and 81% of Alternative asset managers surveyed outsource
financial reporting.

PwC Asset and Wealth Management Benchmarking Insights | Altematives
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Semi-Liquid Funds - Compliance & Governance

What unique considerations does your
organization consider when managing semi-liquid
funds compared to traditional mutual funds or
private partnerships?

Tax Liquidity
Consequences, Management,
53% 82%

Operational
Flexibility,
65%

Regul atory Valuation
Compliance, C lexi
% omplexity,
59 53%

*Percentages will not sum to 100% as respondents had the ability to select multiple options

PwC Asset and Wealth Management Benchmarking Insights | Altematives

Effective liquidity management and
valuation complexity are critical challenges
for asset managers overseeing semi-liquid
structures, demanding enhanced operational
strategies beyond those used in traditional
funds. Given that 82% of managers
highlight liquidity management and 53%
cite valuation complexity as key
considerations, robust governance—often
including independent board members—is
essential to navigate these complexities.

To meet compliance requirements and
address these challenges, many managers go
beyond the annual audit requirement by
using newsletters, earnings calls, or online
portals to keep investors informed. This
approach supports transparent
communication while effectively managing

risks.
1

oo
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Semi-Liquid Funds - Regulatory and Tax Considerations

What framework is used to screen investments for

Regulated Investment Company (RIC) What is the tolerance for investments that may

produce non-qualifying income?

qualification risks?
RIC Qualification Risk Screening Tolerance for Investments Producing
Processes Non-Qualifying Income

i Zero
Written o
22%
Willingness to
accept some non-
78%

Qualification Risks
Most asset managers utilize formalized screening processes—primarily written procedures and checklists—
' to assess RIC qualification risks. Despite this, a significant portion remain without defined frameworks.
. Additionally, the majority demonstrate a willingness to accept some non-qualifying income, reflecting a

balanced approach to managing tax compliance alongside investment flexibility. The risks associated with
failing the RIC qualification tests include loss of tax benefits that are specific to registered investment
companies which may subject the entity to regular corporate income taxation and the loss of the ability to
pass through certain favorable tax attributes to shareholders.

PwC Asset and Wealth Management Benchmarking Insights | Altematives
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Third-Party Vendor Oversight

What is most important when considering a third-party vendor and evaluating their performance?

Timeliness TSI 89%
Cost Efficiency I e 89%
Error Rates [ 8%
Innovation & Improvement [T 8%
Differences to Shadow Bookkeeping NN 26%

*Percentages will not sum to 100% as respondents had the ability to select multiple options

When evaluating third-party vendors, two factors stand out as the most crucial: timeliness and
I I J cost efficiency. This highlights the importance for vendors to consistently deliver their services
within agreed-upon deadlines while also keeping expenses under control. Meeting these
expectations is essential for maintaining strong client relationships and
enabling overall customer satisfaction. Additionally, accuracy and reliability hold significant
weight in the evaluation process. Vendors are expected to minimize errors and demonstrate
dependable performance, as mistakes can lead to disruptions, increased costs, and diminished
trust. Together, these priorities reflect a holistic approach to vendor assessment that balances
prompt delivery, financial responsibility, and high-quality outcomes.

PwC Asset and Wealth Management Benchmarking Insights | Altematives 21



Third-Party Vendor Oversight

Use of third-parties for financial reporting

Monthly

Daily NAV NAV Fund
Fund

mEYes = No mYes = No

Use of third-parties for fund accounting

Fund accounting

involves accurately
recordlng and maintaining Daily NAV
all financial transactions of Fund

a fund to calculate its net
asset value and establish
compliance with accounting
standards.

=Yes = No
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Quarterly

NAYV Fund

= Yes = No

Monthly

NAYV Fund

BYes =" No

Financial reporting
uses a fund's financial
data to produce and
distribute financial
statements and
performance reports to
investors, regulators, and
other stakeholders for
transparency and

communication purposes.

v

Quarterly
NAV Fund

" Yes

" No
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Third-Party Vendor Oversight - Valuation Process

2 \ “

11
While some participants manage the valuation process fully in-
house, many engage third-party valuation firms to assist in the
process.

The use of third-party valuation firms is often driven by an effort to
enhance internal controls but may also be a requirement as set
out in fund governing documents or side letters.

Survey participants with Fund of Funds have been less
likely (43%) to engage third-party valuation firms than survey
participants with other asset types.

However, when third parties are used for valuations of Private
Credit and Private Equity investments, a large percentage of asset
managers are using third parties for greater than 50% of their
portfolio.

* Data includes information from both traditional and alternative asset managers.
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Third-Party Vendor Oversight — Valuation Process

What is the nature of reports issued by third-party valuation firms?

Positive Assurance

Estimate of Value - Point Estimate 18%

PwC Asset and Wealth Management Benchmarking Insights | Altematives
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Third-Party Vendor Oversight — Valuation Process

Use of third-party valuations

85% of survey participants rely on third-party firms or independent valuations, regardless of fund type. This widespread
adoption highlights the industry's recognition of objective, external validation as a critical component in maintaining
transparency, managing risk, and building investor confidence.

For asset managers who sponsor funds with investments in fund of funds but have varying liquidity terms, over one third of
survey participants engage third party specialists in their valuation process.

Are third-parties utilized for the preparation of valuation models?

Private
Credit

Private
Equity

E Yes No = Yes = No
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Third-Party Vendor Oversight — Valuation Process

Reliance on third-party valuations

Third-party valuation models are used as primary valuation sources for private credit funds (56%). Private equity funds
equally use third-party valuation models as primary valuation sources (50%) and corroborating management models (50%).

When third parties are used to prepare valuations, how are third-party valuation models
used?

® Primary valuation source » Corroborating management model

Private Credit Private Equity
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Third-Party Vendor Oversight — Valuation Process

Use of third-party valuation firms for portfolio review

According to the survey, 67% of participants who utilize third-party valuation firms reported that these firms conduct reviews
covering more than 50% of their portfolio rather than individual assets alone.

Are third parties performing a review of the full portfolio?

),

Private Private

Credit Equity

= Yes, 0-25% = Yes, 0-25%

= Yes, Greater than 50% 1 Yes, Greater than 50%
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Third-Party Vendor Oversight — Valuation Process

What is the frequency at which third parties are used for valuations?

2% %

Private Private

Credit Equity

= Daily = Monthly = Quarterly = Daily = Monthly = Quarterly
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Other |
Observations

*  One Big Beautiful Bill Act (H.R.1)
* Regulatory & Tax Considerations
* Market Volatility informs Financing & Fundraising
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One Big
Beautiful Bill Act
(i.e., H.R.1 Bill)
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One Big Beautiful Bill Act (i.e., H.R.1)

The new bill aims to lower tax rates, simplify tax code, and limit
various deductions. As it relates to asset managers, 67% of survey
participants are most focused on tax rate changes and regulatory
provisions, and 56% of survey participants are focused on the
deduction/exemption provisions.

Survey participants are anticipating changes in investment
structures to gain better tax treatment (67%), while 40% anticipate
changes in the overall rebalancing of portfolios and investment
tactics, and 20% anticipate an increase in leverage usage.

The graph below summarizes what asset managers expect
to experience as it relates to challenges

Main Challenges of H.R.1

Other
12%

Positive /Negative
impacts on legacy
fund types

Interpretation of
23%

new tax rules

53%

Increased competition
compressing returns despite more
capital inflows
12%

PwC Asset and Wealth Management Benchmarking Insights | Altematives

53%

of all participants have started
preparing for changes resulting
from H.R.1 by updating their tax
planning

18% 18%

altered deal launched new
pipelines products

6%

restructured fund vehicles
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Impacts of H.R.1 Passage

Short-Term Impacts

Uptick in fund
returns over the
next 1-2 years
dueto tax
savings, 24%

Other, 290%

Increased
. . latili investor
DlS‘I‘uptIOIl /vo aotl ity inflows, 18%
impacts, 29%
PwC Asset and Wealth Management Benchmarking Insights | Altematives

Largest Predicted Impact on the Industry

Other, 11%

Various limits
on business
and individual
tax deductions,

45%

Permanent
extension, with
modifications, of

individual,
business, and
international tax

provisions, 33%

New or modified
incentives for business
investment and certain
Inflation Reduction Act
(IRA) clean energy tax

credits, 11% 32
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Regulatory & Tax Considerations

The performance of tax-related due
diligence is primarily handled by internal
tax teams (42%) or external advisers
(32%).

Internal tax teams bring a deep
understanding of the funds' specific
operations, financials, and historical tax
positions, enabling them to efficiently
identify and assess potential risks. External
advisers may provide valuable insights into
the latest regulatory developments and be
able to assist with more complex tax issues,
offering an independent perspective.

1

PwC Asset and Wealth Management Benchmarking Insights | Altematives

Who performs tax-related due
diligence?

External
Adviser

32%

Legal
Department

10%

Portfolio
Manager

16%

Internal Tax

42%
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Market Volatility
informs
Fundraising &
Financing
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Deal Flow

How has deal flow changed over the last 12 months?

Increased

33%

No change
50%

Decreased

17%
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Asset Holding Periods

Have you extended holding periods due to market
volatility or changes in exit strategies?

65%

B VYes, there have been changes
[l No, there have not been changes

PwC Asset and Wealth Management Benchmarking Insights | Altematives

Have you increased underwriting return targets
due to market uncertainty?

87%
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Valuation & International Trade Policy

Asset managers are expressing
uncertainty (50%) regarding investment

. International Trade Policies: Anticipation of
valuation and the relevant changes to Valuation Markdowns
international trade policy over the year. Yes
Those that are not uncertain express they 0%
anticipate no engagement in valuation
markdowns (44%), whereas 6% believe
they will experience markdowns. The
variation reflects differing risk
assessments and market expectations as
asset managers navigate an uncertain
global economic environment.

Uncertain

50%

No

PwC Asset and Wealth Management Benchmarking Insights | Altematives

44%
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Fundraising

What is your average fundraising cycle for flagship funds?

»

More than 18 months 1%

6-12 months 28%

Less than 6 months 5%

On average, fundraising requires over a year to complete, with 56% of asset managers noting that 12 — 18 months isa
typical timeline. However, 28% report that anywhere between 6 — 12 months is a suitable timeline for fundraising.

Flagship funds are the most prominent investment funds managed by an asset management firm, typically representing the
firm's core investment strategy, embody its brand, and often attract the largest amount of capital. Flagship fundsusually
serve as a key offering to investors and are well-established. Fundraising timelines for these funds can vary due to several
factors, including market conditions, regulatory requirements, investor relations, and fund complexity.
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Use of Financing

What kind of financing are you using for your investment products?
Hedge interest rate risk on financing lines
Delayed capital calls due to access to interim financing
Using facilities to manage fund-level liquidity or

redemptions

Facilities are subject to collateral /margin requirements

Using non-bank lenders for fund financing

HYes " No

4'};‘/.
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Use of Financing

Have you renegotiated finance terms within the
past 12 months?

No
29%
Yes
71%
PwC Asset and Wealth Management Benchmarking Insights | Altematives

Has your access to fund financing changed over
the past 12 months?

Easier

12%

No change
76%

More difficult
12%

4



Use of Financing

| Past 6 Months: How has your use of debt financing for acquisitions evolved over the past 6 months?

Future Expectations: What are your anticipated trends for the use of debt financing for acquisitions for the near
future?

60%
50%
40%
30%
20%

10%

0%
N/A - no debt financing Decrease in debt financing No changes to previous strategy Increase in debt financing

B Past 6 Months Future Expectations

‘ Y

|
2R

_
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Use of Financing

What is the maximum amount of

time allowed on borrowings for When do you typically call capital
funds that have access to line of to pay down line of credit/revolver?
credit/revolver?
6% <30 days P 26%
6% 30— 6odays NN 15%
31% 60 —18odays [N 26%
26% 180 — 365 days 0%
31% Not utilized A 33%

'

\
L =
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PwC Contacts

Joe Wiggins
Partner

Global Alternative Funds Leader
joe.wiggins@ pwc.com

Allen Minzer
Partner
allen.h.minzer@pwc.com

John Morano
Partner
john.morano@pwec.com

US_ AWM-Benchmarking-
Insights@pwec.com

Syreeta Williams
Partner
syreeta.m.williams@pwc.com

Lauren Parks
Director
lauren.parks@pwc.com

Jackie Burnett
Director
jacqueline.burnett@pwec.com

Elizabeth Burns
Director
elizabeth.c.burns@pwec.com

Daniel Bornstein
Director
daniel.bornstein@pwc.com

Danna Lauricin
Director
danna.lauricin@pwc.com

PwC has exercised reasonable care in the collecting, processing, and reporting of this information but has not independentlyverified, validated, or
audited the data to verify the accuracy or completeness of the information. PwC gives no express or implied warranties, including but not limited to
any warranties of merchantability or fitness for a particular purpose or use and shall not be liable to any entity or personusing this document, or
have any liability with respect to this document. This report is for general purposes only, and is not a substitute for consultation with professional
advisors. It is intended for internal use only by the recipient and should not be provided in writing or otherwise to any other third party without

PwC express written consent.
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member firms, and may sometimes refer to the PwC network. Each
member firm is a separate legal entity. Please see

www.pwc.com/structure for further details. This content is for general
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consultation with professional advisors.
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