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PRIVATE DEBT LENDING TO SME SECTOR

A Australia has 1.3mn SME enterprises which are the lifeblood of the urban
and rural economies.

A SME’s are broad based contributors to tax revenues at local, state and
federal levels.

A ABS figures indicate that SME sector is responsible for 60%+ of national
economic productivity.

A Many traditional non bank financiers who provided up to 35% of funding to
the sector have retreated/disappeared.

A Employment multiplier effect of sustainable funding to the SME sector is
significant.

A Global trend since 2001 for specialist funds to invest in privately negotiated
asset backed and cash flow loans to small-mid market (SME)borrowers.

A Funds are attractive to investors due to low correlation of returns from direct
lending versus investments in publicly traded securities.
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R e PRIVATE DEBT INVESTMENT
OPPORTUNITY IN AUSTRALIA

A Opportunity driven by
A ‘4 Pillar consolidated banking system in Australia/NZ.

A Rationalisation of commercial finance/NBFI sector- ‘Merchant banking back to
the future’

A Credit /liquidity crisis impact on Bank balance sheets and lending to SME sector.
A Basel Il Accord impact on capital allocation and credit risk appetite of banks.

A Other Characteristics of the Australasian SME sector include
A SME sector represents 80% of Australasian business enterprises (ABS).

A SME Sector employs more than 65% of all Australian workers (ABS).

A Overall market for SME finance in Australia estimated at AUD$425 billion in
2007- East & Partners May 2005 Survey.

A Cash flow financing market growing in excess of 28% p.a (IFD).
A Private Debt loans to SME’s are characterised by
A Senior secured exposures, limited mezzanine debt, current interest payers

A Security assets include debtors, inventory, P&E, IP, property(limited)
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ISR T PRIVATE DEBT INVESTMENT FUNDS
Global Market Size & Characteristics

A Private Debt or Asset Based Lending (ABL) Funds are estimated to manage
approximately USD 16bn across 40 different providers globally (from
$500mn in 2003).

A ABL Funds sizes have declined less than 3% in the year to April 2009
versus the broader hedge fund universe estimated at 40%+.

A ABL strategies display lower correlation to traded equity, debt and other
alternate investment strategies (ranging from 0.12-0.20)

A ABL Funds have highest correlation to distressed debt and emerging
markets funds at 0.19.

A ABL Funds have a monthly standard deviation of returns of <2% versus
CTA, FI Arbitrage and Hedge Fund Index of 6-8.5%

A Cumulative investment returns for the HFN ABL Fund index are 5.43%,
17.12% and 30.47% in USD over 1, 2 and 3 years.

A ABL Fund investors include MFO’s, Family offices, HNW'’s, FoF’s and
increasingly traditional institutional investors (pension, insurance)

(Source- HFN Strategy Focus Report-Asset Based Lending Funds-April 2009) 3
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CAUSEWAY EXPERIENCE AND CAPACITY
IN PRIVATE DEBT MARKETS

Causeway is 100% Australian owned, ASIC licensed and the management
team has been active in the SME sector for over 5 years.

The core management team combined brings over 75 years of debt and
commercial lending market experience to the business.

Causeway has reviewed up to $3billion worth of lending proposals and
invested over $300mn in private debt.

Causeway has direct access to the SME sector through an established
trusted advisory network.

Causeway has established systems, infrastructure and lending practices
focussed on the SME sector.

Causeway structures financing solutions, beyond the scope of traditional
debt and working capital providers- ‘Medieval merchant banking’

Causeway has actively managed portfolios of loans to SME borrowers on
behalf of 2 investment partners and the Causeway Private Debt
Opportunities Fund (PDOF).
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AND STRATEGY

A PHILOSOPHY

A

To identify private lending opportunities to growing businesses that are well
enough capitalised to service our loan, and provide an attractive return to
investors based on our overall assessment of the credit risk.

A STRATEGY

A

A
A

To obtain exposure primarily to a diversified portfolio of senior secured (first lien)
loans.

Secondarily, to invest in mezzanine and short dated loans.

Focus on growing companies with diverse and valuable collateral pools and/or
cash flow support.

Loan structure negotiated may also carry embedded equity optionality or
associated interest rate uplift
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INVESTMENT FEATURES AND FOCUS

‘ Loan sizes from $A3 million - $A25 million

E) Minimum borrower turnover generally $A10 million

Loan

- ‘ Terms range from 6 months to 5 years (typically 3 years)

E=) Transparent rate and fee structure to client

) Target returns of 12% + per annum (10.92% pa for the past 3 yrs)

‘ Experience of Management team and financial commitment

- Years of operation in current or former business

Borrower
Focus

‘ Transparency of information and financial reporting

‘ Value and condition of underlying assets and collateral

‘ Value proposition, drivers for growth, barriers to entry
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CAUSEWAY INVESTMENT PROCESS

INTERNAL

EXTERNAL

Loan Origination

Private Equity

Corporate Advisers

Accountants

Investment
Bankers

Legal
documentation &
Closing

Independent Credit
Due Diligence & Investment
Review
Auditors Independent

Consultants

Credit Agencies

Industry Specialists
where required

|

External Legal
Counsel

Fund Custodian
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ONGOING RISK MANAGEMENT PROCESS

Renew or Collateral
reduce Management
mexposure
Assign
in-house Active Management of _ Regular
proprietary credit quality mdependent
rating audits
Annual credit Quarterly
review financial
analysis

A Agreed reporting, valuation and

compliance conditions are actively
monitored as follows-

A Risk controls including regular
credit review of each loan

A Collateral valuation checks at
regular intervals

A Receipt of client warrants at
agreed intervals on the quantity
and type of collateral

A Consultation with independent
experts on quality and quantity of
collateral at borrower’s expense if
required
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CAUSEWAY KEY PERSONNEL

Mike Davis B Ec (Syd) ACA — Joint Managing Director

Mike is a founding director of Causeway. His experience spans over 20 years in the
financial sector in Asia Pacific, Europe and the USA. Prior to Causeway, Mike was
responsible for overall management of a proprietary Australasian Private Debt investment
portfolio for Maple Financial Group. He was also a founding partner of Asia Pacific Asset
Management — a boutique Fund of Hedge Funds. Mike cultivated his debt market and
asset management skills over 14 years at Merrill Lynch, in a variety of Australian and
international roles. Prior to Merrill Lynch, he spent 4 years with Deutsche Bank in Sydney
and London, after 4 years as a Chartered Accountant with KPMG.

Tim Martin B.A. (Macq), AIM - Joint Managing Director

Tim is a founding director of Causeway. He has 25 years financial sector experience,
including roles in Hong Kong and the United Kingdom. Prior to founding Causeway, he
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