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HgCapital at a glance 
Sector expert private equity investor in European mid‐market

OVERVIEW Established 1990, independent since HgCapital spun out of Merrill Lynch in 2000 (formerly Mercury Private Equity)

£3.6 billion client assets managed 

5 dedicated sector teams across 3 funds:

− Mid-market, control buyouts in Northern Europe in 4 sectors (services, healthcare, industrials, TMT) - Hg6 fund

− Lower mid-market, control buyouts in TMT sector in Northern Europe - HgCapital Mercury Fund

− Mid-market, control renewable energy infrastructure in Europe - RPP2  fund

Offices in London and Munich - pan-European coverage via sector focus

Wholly owned by partners and staff

c. 90 employees including c. 50 investment executives in well resourced sector and portfolio support teams

15 Partners with 15 years average private equity experience

Strong returns across the cycle since 1990 with 107 investments, 88 fully or substantially realised producing gross 

returns of 2.4x original cost

HgCapital
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Three elements ‐ all in place for more than a decadeOur Strategy

SECTOR EXPERT INVESTORS

Large portfolio support team to bring significant support

Cultural alignment with European management teams

Sector expertise key to becoming right partner for management

Focused only on five sectors 

Deep sector teams operating across Europe

Accumulated expertise from repeated activity in certain sub-
sectors (Thematic Investing)

SUPPORTING MANAGEMENT

GROW INDUSTRY CHAMPIONS

Mid market focus offers volume of small/medium size businesses

Origination focus on growth subsectors (Thematic Investing)

Toolkit and resources to both spot and support the growth of 
the very best companies within industry niches (‘champions’)
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Sector expert investorsOur Strategy

WHY?

Much more relevant as partners to management teams

Differentiates us

Accumulated experience increases the chance of success

Makes us better judges of how to invest our clients’ money

We invest exclusively in five sectors

HOW?

Dedicated sector teams of 6+ investment professionals immersed 
in a sector

Broad industry networks

Accumulate expertise across multiple investments in recurring 
investment Themes

HEALTHCARE

INDUSTRIALS

RENEWABLE ENERGY

SERVICES

TMT
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Supporting ManagementOur Strategy
Large Portfolio Support team

A supportive and knowledgeable investor is more than 
cultural fit, we bring significant support in two areas: 

− Board support

− Project support

Board Members - tried and tested non-execs:  

− industry experienced

− real-world experience of operational and management 
challenges

− with significant prior private equity experience

Project Support: - execution teams to work for company 
management: 

− target specific value creation projects (e.g. pricing, 
product development, sales force) across investments 

− sharing best practice and techniques across the portfolio

BOARD SUPPORT PROJECT SUPPORT

Commercial and 
strategic

Business planning

M&A planning, financing 
decisions

Hiring, team 
development

Operational support

Revenue growth

“Functional 
Champions” supporting 
specific value creation 
streams

IN-HOUSE PORTFOLIO SUPPORT TEAM

(8 professionals including 4 partners)
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Growing Industry ChampionsOur Strategy

INDUSTRY CHAMPIONS

Those small and medium sized companies that have 
established a strong position within an industry niche, but 
which have the potential to grow further - to become the 
clear market leader within their region or scale 
internationally - creating a true industry champion

FINDING POTENTIAL CHAMPIONS

Identifying European companies worth between €20m-
500m (‘mid-market’) within Investment Theme subsectors 
and developing a meaningful relationship well before any 
transaction

EFFICIENT EVALUATION

Consistent review of business model characteristics which 
define a strong industry position and potential for 
growth/performance improvement

Experience gained from multiple prior investments in the 
same sub-sectors is crucial - rapid, well-informed 
judgments and not wasting your (or our) time

TARGETED EXECUTION

Very significant resources committed behind opportunities 
where we are the right investment partner for the next 
stage in company development
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Four Sources of Value‐CreationOur Strategy

FINANCIAL LEVERAGE

(debt)

MULTIPLE EXPANSION
(exit vs. entry)

OPERATIONAL IMPROVEMENT

–increase margin

OPERATIONAL  IMPROVEMENT

- revenue growth

Financing skills: 1990’s

M&A skills: 2000’s 

⇒ “Sector expert with operating experience”

⇒ SUSTAINABLE GROWTH FROM 
BUILDING GREAT COMPANIES

“Operating skills”: 2011 current vogue, but 
BLUNT INSTRUMENT / ONE OFF GAIN?

Niche firms e.g. small buyouts, local 
experts, distressed debt etc.

Turnaround firms or shorter-term 
“IRR-driven” larger buyout firms

- Growth-orientated buy-out firms 
with operating support 

- Driving “higher CoC multiples”  
with long term IRR

-

HgCapital within the wider scope of Private Equity activity
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Growing Industry Champions
Consistent with this strategy, historical value creation has been driven by growth and 
operational improvement

Our Strategy
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1.5x performance improvement

SOURCE OF RETURN – ALL buyout realisations to date from 2002 and 2006 funds
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Thematic Investing emerges from deep sector expertise plus 
established toolkits targeted on a high volume market segment

Sector focused strategy since 1997 

Large sector teams operating across Europe

Firm-wide annual Business Planning process to identify new investment 
themes

TOP DOWN
SECTOR FOCUS

CONSISTENT TOOLKITS:
e.g. 4Ps

Trusted toolkits for evaluating companies - quickly filter to attractive 
business models

Long refined processes for diligence and value-creation theses

Deliver sustainable quality across market cycles

Identified macro-growth sector themes that will support multiple 
investments over several years and growth through the cycle

Prioritised business models

Multiple investment opportunities per annum

Reinvest “learning curve” effect across multiple deals

THEMATIC INVESTING

Thematic 
Investing
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Necessary Skills and Resources
Thematic 
Investing

THEMATIC INVESTING

BRING BENEFIT OF 
LEARNING CURVE
Prior experience across 

multiple deals in the 
same sub sector

BEHAVE MORE 
TRADE THAN 

FINANCIAL BUYER
Decades of sub-sector 

understanding

BRING INTERNATIONAL 
INDUSTRY PERSPECTIVE

but with local knowledge

THEMATIC 
SECTOR 

INVESTING

SUSTAINABLE 
GROWTH 
SUBSECTORS

Pick sustainable growth sub-sectors based on 
years of bottom up research and expertise

Established processes to constantly challenge 
and refine which sub sectors

WELL 
RESOURCED

Favourable ratio of staff to deals - team of c. 90 
staff, c. 50 investment executives 

5 large, dedicated sector teams:  at least 6 
executives dedicated to each sector

Partners with average 15 years of private 
equity experience

New team members are trained in the 
‘playbook’ from day one

DEEP MARKET 
SPACE

Focus only on European mid-market where 
volume of deal activity allows such a strategy

REPEATABLE 
INVESTMENTS

Seek to make multiple investments in high 
quality companies in thematic subsectors

Learn more each time
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How to identify attractive ‘themes’ over timeThematic 
Investing

IDEA GENERATION
(typically 10 – 15 ideas p.a.)

TESTING
(typically 4-6 per team p.a.)

REFINING
(typically 1-2 per team p.a.)

INVESTING
(typically 1 new theme/sub-sector every 2-3 years)

REJECTING
(potentially on the radar for selective deals)
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Technology sector example
Thematic 
Investing

In 2002, HgCapital identified regulatory-driven SME software 
market as an attractive Investment Theme, based on: 

− Sector growth ahead of GDP, driven by:

− SME numbers grow faster than GDP in Europe

− Software on a long term penetration trend among 
SME users

− Red-tape/ regulation typically ‘grows’ faster than GDP

− No “tech” risk - business enjoy long-term contracted 
revenue and high cash conversion, based on level of 
service performance

Using this analysis, Hg sought out leading European software 
companies within this Theme, leading to six investments 
across six years

Learning Curve effect across multiple deals becomes a 
powerful enabler in later deals

COMPANY DESCRIPTION GEOGRAPHY YEAR

Accounting, legal and 
business software

UK 2004

Tax and accounting 
software

Germany 2005

Business SME software 
and BPO services

Nordic 
Region

2006

Accounting, legal and 
business software

UK 2007

Strategic HR software Across 
Europe

2010

Accounting, legal and 
business software

Italy 2010
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DisclaimerHgCapital 
Trust plc

This document accompanies the Interim Report and Accounts for the six months ended 30 June 2011 and contains a summary of the information set out in that document. Reference should be made to the full Report and
Accounts rather than relying on this summary. It does not constitute an advertisement and is not a prospectus. It does not constitute an offer to sell or a solicitation of an offer to buy any securities described herein in the
United States or in any other jurisdiction, nor shall it, by the fact of its distribution, form the basis if, or be relied upon, in connection with any such contract. No offer, invitation or inducement to acquire shares or other
securities in HgCapital Trust plc (“Shares”) is being made by or in connection with this document.

The information presented herein is not an offer for sale within the United States of any equity shares or other securities of HgCapital Trust plc. HgCapital Trust plc has not been and will not be registered under the US
Investment Company Act of 1940, as amended (the Investment Company Act"). In addition, the Shares have not been and will not be registered under the US Securities Act of 1933, as amended (the "Securities Act") or any
other applicable law of the United States. Consequently, the Shares may not be offered or sold or otherwise transferred within the United States, or to, or for the account or benefit of, US Persons, except pursuant to an
exemption from the registration requirements of the Securities Act and under circumstances which will not require HgCapital Trust plc to register under the Investment Company Act. No public offering of the Shares is being
made in the United States. The Shares may only be resold or transferred in accordance with the restrictions set forth in the Prospectus to be published in connection with any proposed offering and related subscription
documents. This communication should not be distributed, forwarded, transferred, reproduced, or otherwise transmitted, directly or indirectly, to any persons within the United States or to any US Persons unless it is lawful
to do so.

This document is being issued by HgCapital to accompany the Interim Report and Accounts. The information and opinions contained in this document are for background purposes only, do not purport to be full or complete
and do not constitute investment advice. Subject to HgCapital's regulatory requirements and responsibilities, no reliance may be placed for any purpose on the information and opinions contained in this document or their
accuracy or completeness and no representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the information or opinions contained in this document by HgCapital or any of its
members or employees and no liability is accepted by such persons for the accuracy or completeness of any such information or opinions.

HgCapital’s communications are only directed at eligible counterparties and professional clients. HgCapital acts for HgCapital Trust plc and for no one else in relation to HgCapital Trust plc. It will not advise, provide services
to or be responsible for providing customer protections to investors or any other person.

This information is not intended to provide, and should not be relied upon, for accounting, legal, tax advice or investment recommendations. You should consult your tax, legal, accounting or other professional advisors about
the issues discussed herein. The descriptions contained herein are summaries and are not intended to be complete and neither HgCapital nor any of its affiliates undertakes any obligation to update or correct any errors or
inaccuracies in any of the information presented herein. The information in these materials and any other information discussed at the presentation is subject to change. This document does not constitute or form part of any
offer to issue or sell, or any solicitation of any offer to subscribe or purchase any investment nor shall it or the fact of its distribution form the basis of, or be relied on in connection with, any contract thereof.

The distribution of these materials in certain jurisdictions may be restricted by law and persons into whose possession these materials come should inform themselves about and observe any relevant restrictions. In particular,
these materials are not for publication or distribution, directly or indirectly, in, into or from the United States of America, Canada, Australia, Japan, New Zealand or the Republic of South Africa. Any failure to comply with the
above restrictions may constitute a violation of such securities laws. This document is and may be communicated only to (and is directed only at) persons to whom such communication may lawfully be made.

These materials include statements that are, or may be deemed to be, "forward-looking statements" which are based on current expectations and projections about future events. In some cases, these forward-looking
statements may be identified by the use of forward-looking terminology, including the terms "targets", "believes", "estimates", "anticipates", "expects", "intends", "may", "will" or "should" or, in each case, their negative or other
variations or comparable terminology. They appear in a number of places throughout these materials and include statements regarding the intentions, beliefs or current expectations of HgCapital and/or its members or
employees concerning, among other things, the trading performance, results of operations, financial condition, liquidity, prospects and investment policy of HgCapital Trust plc. By their nature, these forward-looking
statements as well as those included in any other material discussed at any presentation involve risks and uncertainties because they relate to events and depend on circumstances that may or may not occur in the future.
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DisclaimerHgCapital 
Trust plc

Forward-looking statements are not guarantees of future performance. A number of important factors could cause actual results or outcomes to differ materially from those expressed, projected or implied in any forward-
looking statements. No one undertakes publicly to update or revise any such forward-looking statement. In light of these risks, uncertainties and assumptions, the events or circumstances referred to in the forward-looking
statements may not occur. None of the future projections, expectations, estimates or prospects in this document should be taken as forecasts or promises nor should they be taken as implying any indication, assurance or
guarantee that the assumptions on which such future projections, expectations, estimates or prospects have been prepared are correct or exhaustive or, in the case of the assumptions, fully stated in the document. No one
undertakes to publicly update or revise any such forward-looking statement, whether as a result of new information, future events or otherwise. As a result of these risks, uncertainties and assumptions, you should not place
undue reliance on these forward-looking statements as a prediction of actual results or otherwise.

Return targets are targets only and are based over the long-term on the performance projections of the investment strategy and market conditions at the time of modelling and are therefore subject to change. There is no
guarantee that any target return can be achieved. Investors should not place any reliance on such target return in deciding whether to invest in HgCapital Trust plc . Past performance is not necessarily a reliable indicator of
future results.

To the extent available, the industry, market and competitive position data contained in these materials come from official or third party sources. Third party industry publications, studies and surveys generally state that the
data contained therein have been obtained from sources believed to be reliable, but that there is no guarantee of the accuracy or completeness of such data. The contents of this document have not been independently
verified, are not comprehensive, does not contain all the information that a prospective purchaser of securities may desire or require in deciding whether or not to offer to purchase such securities and do not constitute a due
diligence review and should not be construed as such. Subject to HgCapital's regulatory requirements and responsibilities, no undertaking, representation, warranty or other assurance, express or implied, is made or given by
or on behalf of HgCapital or any of its members, employees, agents or advisers or any other person as to the accuracy, completeness or fairness of the information, forward-looking statements or opinions contained in this
document and no responsibility or liability is accepted by any of them for any such information, forward-looking statements or opinions or in respect of any omission, and this document is distributed expressly on the basis that
it shall not give rise to any liability or obligation if, for whatever reason, any of its contents are or become inaccurate, incomplete or misleading and neither HgCapital nor any such persons undertakes any obligation to provide
the recipient with access to additional information or to correct any inaccuracies herein which may become apparent.

HgCapital is the trading name of HgCapital LLP and Hg Pooled Management Limited.

Registered office: 2 More London Riverside, London SE1 2AP.

Authorised and regulated by the Financial Services Authority.


