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03

Secondaries have quietly moved
from niche to mainstream, with
steady momentum in recent
years. The stage is now set for
them to play an even greater
role in shaping the private equity
ecosystem.

Welcome to our updated 2025 secondaries report. Secondaries are nearly
as old as private equity itself, but their role has significantly evolved over the
years. Once considered a backdoor exit for underperforming assets,
today's secondary market is an increasingly sophisticated space offering a
range of potential benefits. Existing private equity investors use it to prune
their portfolios and manage liquidity.

Meanwhile, fund managers can leverage the secondary market to extend
ownership of their prime assets and may provide an opportunity to
enhance value. Indeed, secondaries have established themselves as one
of the key exit routes, particularly in times of market dislocation.

This report dives into the current state of the secondary market. It breaks
down the key forces shaping this space and the evolving appetite for these
investments. It outlines the compelling advantages of secondaries, such as
immediate diversification, potentially quicker distributions and the
opportunity to acquire assets at a discount. The report also highlights
different transaction types and their complementary traits, essential for
building a well-rounded portfolio.

Finally, we look towards the future. The ascent of secondaries has been
steady and accelerating in recent years. We believe that the foundation is
laid for an ever-larger role these investments might play in the broader
private equity ecosystem.

We hope you enjoy this report. If you have any questions or thoughts,
please feel free to send them my way.

Best wishes,

Sanjay Gupta
CIO Proprietary Funds and CEO USA
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Secondaries continue to rise

Despite strong secondaries fundraising the
increased demand for liquidity and portfolio
management tools continues to outstrip available
capital, making it an attractive buyer's market.?

Under the hood:
GP-led versus LP-led deals

The dynamics driving GP-led and LP-led deals
may be similar, but they have different investment
characteristics. Find out how these transactions
have evolved and what they bring to an investor
portfolio.

Investing in secondaries —
the lowdown

Secondaries can provide investors with exposure
to more mature portfolios, faster distributions
and potentially lower risk than primary fund
commitments.34°® We give you an outline of their
benefits and risks.

Looking ahead: What's next
for secondaries?

Secondaries are still playing catch-up with the
broader private markets and could have plenty of
scope to continue growing over the coming year
and beyond as both supply and demand
momentum builds.5”
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Market conditions have boosted private equity
secondaries market growth over recent times, while
secular trends suggest it will continue its upward
trajectory for years to come.

Just 15 years ago, secondaries were a small niche of the private equity
market, largely focused on buying assets from distressed sellers. Fast-
forward to today and they have become a powerful tool for limited partners
(LPs) and general partners (GPs) to manage their private equity portfolios
and to provide liquidity opportunities in a range of situations.

Once a market that thrived mainly in challenging environments,
players can now invest consistently across cycles to take advantage of
an ever-broader set of opportunities.

Resilience during turbulence

The secondaries market was already growing steadily, but a series of
dislocations over recent years - including the pandemic, public market
volatility and significant declines in M&A activity - led to a step change
in the way secondaries have developed.

Back in 2017, annual secondary market transaction volume stood at $58
billion, according to Jefferies.2 Now, in 2025, despite significant market
turbulence following Liberation Day, secondary volumes have recorded
their highest half-year record to date,® and analysts project them to breach
$210 billion by the end of the year, subject to market conditions.' This
builds upon the pattern of consistent nine-figure volumes achieved since
2021 (see Figure 1).

Similarly, the first half of the year demonstrated positive signs for
fundraising. The first half of 2025 recorded almost $81 billion in fund
collection, making up roughly 87% of last year’s annual total (see Figure 2)."
In addition, dry powder is predicted to reach record highs if large-scale
fundraising initiatives go to plan (subject to market conditions), highlighting
the growing importance of secondaries funds' role in private equity. Over
the 12 months succeeding June 2025, $218 billion of additional dry powder
is predicted to build upon the current available $171 billion.'?

Notable recent fundraises include the closing of the Ardian secondary fund
IX, raising $30 billion of capital, making it the world's largest secondary
fundraise to date,” and the closing of the ICG Strategic Equity Fund,
amassing $11 billion. Despite the former solely contributing roughly one
third of the statistic for H1 2025, this year's first-half total without the Ardian
fundraise would have still surpassed the previous record in 2021."



Figure 1: Private equity secondaries’ activity has accelerated
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Secular tailwinds

With a strong supply of capital and robust
demand from both LPs and GPs, the
secondaries market has both deepened and
broadened over the past few years. And while
external forces — such as the slowdown in
distributions — have created strong conditions
for recent growth, secular forces within the
industry have the potential to drive further
expansion.

These include the growth of the overall market
that supplies secondary transactions - private
markets assets under management (AUM)
grew annually by 12% between 2020 and
2024, reaching $22 trillion, according to
Mckinsey.” There's also a growing demand
from both LPs and GPs for secondary market
solutions that could mitigate liquidity pressures
and help them manage their growing private
markets portfolios.
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The GP-led market in particular has grown
rapidly over recent years as it offers GPs the
opportunity to keep investing in some of their
strongest assets, while also providing a liquidity
option for LPs that want it (see chapter 2 for
more detail). We see further growth potential
for this part of the market now it has become
an alternative exit route for some of the
strongest performing companies.

And, as we discuss in chapter 4, the amount of
capital available for secondaries is yet to catch
up with the growing demand from LPs and GPs
for liquidity solutions. This is creating an
attractive buyer’'s market.



Figure 2: Fundraising for secondaries at record levels o9
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| P-led and GP-led deals both provide opportunity "
for liquidity and a means to manage portfolios, but they
are different transaction types. How do they work?

With a history stretching back to the early 1980s, the private equity
secondaries market has evolved considerably over the past decade.
Originally established as a way for LPs to sell fund portfolios in what is an
illiquid market, secondaries were previously perceived as a transaction of
last resort.

Yet since the aftermath of the Global Financial Crisis in 2007/2008,
perceptions have changed markedly as the secondary market has
innovated and as increasingly sophisticated investors have taken a more
active approach to managing their private equity portfolios.

LP-led shifts

Traditional LP fund portfolio sales (LP-led deals) remain the bedrock of
the secondaries market and today offer LPs a way of re-shaping their
ever-larger private equity portfolios.

As LPs with mature portfolios seek to manage the number of GP
relationships they maintain, and as many have developed more
sophisticated investment strategies, they are turning to the secondaries
market to help them prune the number of funds in their portfolios and
fine-tune their exposures.

For example, in more challenging times — such as 2023 when investors
placed greater emphasis on the importance of liquidity — just 38% of
investors sought a secondary market transaction in order to manage their
portfolio, according to a Lazard survey, whilst the maijority did so for
liquidity purposes (44%).®

Whereas, in 2024, as market pressures eased, the predominant rationale
for selling LP fund positions was portfolio management (cited by 51%), with
just 33% doing so for liquidity. This recent switch illustrates how the
secondaries market has adapted in recent cycles.”

These portfolios of fund investments tend to be highly diversified, often
containing several hundred portfolio companies. This means distributions
from secondaries funds are smooth over time, but the quality of businesses
can be more variable than with GP-led deals.



Figure 3: Slower exit environment brought continuation funds

into spotlight
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GP-led evolution

GP-led deals were similarly considered to be
fire-sale situations just over a decade ago.
They were often fund restructurings that saw
the sale of troubled portfolios or companies
remaining in a portfolio at the end of a private
equity fund’s ten-year life, often at heavily
discounted valuations.

Yet today’s GP-led deals are usually quite
different. They tend to be situations where GPs
want to hold on to their best performing assets,
so they can continue to create value and
benefit from future upside. This is often an
attractive alternative to selling to a trade buyer
or another buyout fund and, as a result, they
have become an established exit route

(Figure 3).

In GP-led deals, one or more portfolio
companies roll over into a separate fund,
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known as a continuation vehicle. Through these
transactions, GPs can offer investors in the
original fund the choice of selling and gaining
liquidity, rolling their investment into the new
vehicle or a combination of the two. In return for
a stake in the continuation fund, secondaries
investors provide capital to buy out the selling
LPs and to finance further value creation
initiatives.

Unlike LP-led deals, these transactions tend to
be more concentrated, with investments either
in one company (single-asset deals) orina
small handful of companies (multi-asset deals).
They are therefore less diversified and more
akin to M&A transactions. However, this does
allow for more in-depth due diligence into
individual company performance and
prospects.



Figure 4: GP-led deals are gaining momentum ®
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A useful tool at any point in the cycle, GP-led
deals have become even more relevant during
recent challenging exit and new transaction
markets. They provide a creative solution for
distributing capital to LPs that prefer this option
while allowing other LPs to continue investing
in the asset(s). As a result of this, GP-led
transactions have grown to account for 13% of
all private equity exits, as of 2024."®

Meanwhile, these transactions allow GPs to re-
invest in an asset they know well. They can
therefore potentially be a lower risk move than
making a new investment in uncertain times.

Indeed, while traditional LP-led deal volumes
have charted a relatively steady growth over
the years, the GP-led market's expansion has
significantly contributed to secondary market
volume increases. GP-led volume rose from $14
billion in 2017 (or 24% of activity) to $75 billion in

% of total secondary volume

2022 2023 2024 H1
2025

2024 (or 41% of activity), and is projected to
breach $100 billion by the end of 2025, per
Jefferies figures (Figure 4)."° This makes GP-leds
the fastest driver of growth for the secondary
market.?°



Gaining secondaries exposure =

There are many well established secondaries investors in the private
markets arena, including some with track records spanning decades.
And while some long-standing players focus exclusively on LP-led deals,
many invest in a combination of LP-led and GP-led deals from the same
fund.

Over recent times, however, the market has seen some established
secondaries investors raise separate pools of capital for GP-led deals to
meet the demand for capital and capitalise on the opportunity. For example,
Neuburger Berman raised over $4 billion in commitments for its NB
Strategic Capital Fund Il, which was focused on CV deals — overshooting
their initial target of $2.5 billion.?

We expect the market to continue to be dynamic, with some players
segmenting and adopting specialist approaches, while others continue to
provide access to a broad range of secondary investment types.
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The value of secondary portfolios is dynamic and
putting a price on unlisted assets is not a straightforward
exercise, but most deals are completed at some level

of discount to the GP's most recent valuation.

Valuing secondaries transactions is both art and science, given that deals
occur privately and involve stakes in underlying portfolio companies that
are not publicly traded and therefore do not have a ready market price.

Secondaries portfolio valuations can vary considerably depending on the
prevailing conditions, such as the supply of deals and/or capital in the
market, public markets movements and the economic outlook, which can
affect underlying companies’ future trading performance and exit
prospects.

In 2022, for example, average LP fund portfolio valuations fell to a decade
low, according to Jefferies, reflecting public market volatility and buyers’
projections that realisations would be difficult in 2023. Contrary to this, in
2024, amidst rejuvenated demand from secondary buyers, increased
availability of capital and rising public market valuations, LP portfolio
pricing rebounded to 89% of NAV.?

Pricing also naturally takes account of buyer and seller motivations. A
vendor may accept a lower than market value in return for speed or
certainty that the deal will complete, while a buyer may pay more if it is
seeking exposure to a specific strategy, region or GP. However, most
secondary deals are completed at a discount to the common reference
point of net asset value (NAV). This is often one of the secondary market's
key attractions for investors.

Secondary factors

There are other factors at play that determine pricing and these are more
specific to the secondary market.

One of these is the fund’s vintage year. In LP-led deals, older funds, for
example, tend to trade at lower valuations — and therefore at higher
discounts — than more recent vintages. This is because the underlying
companies would normally have been exited by this stage. An LP may be
selling to clean up its portfolio, while the buyer has a new investment
horizon and can wait for exit, while acquiring the assets at an attractive
price.

In 2024, for example, buyout funds that were 11 or more years old priced
between 55% and 75% of NAV, according to Jefferies, as buyers expected
limited upside and delayed exits, given the market environment.



Figure 5: The older the fund, the greater the discount
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Average buyout pricing by age of fund (% of NAV)
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By contrast, buyout funds with plenty of runway for value creation and
upside — those with a vintage year post-2017 — traded between 85% and
100% of NAV.?®

Asset quality also clearly plays into valuation methodology, as do asset
types, including sectors and private market segments. In H12025, the
average buyout fund priced at 94% of NAV, while the average venture
capital fund traded at just 78% of NAV, which displays considerable growth
from the 68% in 2023. This jump in prices reflects a shift in investor
confidence surrounding venture capital, moving from caution to optimism.

Over recent years, some secondaries funds have broadened their expertise
beyond traditional private equity deals and their strategies now include
infrastructure, real estate and private credit. Secondaries valuations here
tend to be lower than for buyout funds, partly because they are typically
lower returning strategies, but also because the buyer universe for these
funds is smaller and arriving at a valuation can be a more complex exercise
than for more traditional private equity funds.

Average buyout funds priced at 94% of NAV,
while VC funds reached 78% of NAV.



Figure 6: Buyout prices are relatively stable, while VC can still

offer bargains
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An investor’s familiarity with a GP can also be a
factor. If a buyer knows a GP and their portfolio
well, for example, this allows for a more
informed investment decision. It's similar for the
geography of the portfolio since buyers will
have a view of the economic and exit
prospects in different markets.

A note on GP-led pricing

While LP-led deals can contain several hundred
underlying portfolio companies, the more
concentrated nature of GP-led deals can make
for more accurate pricing. The fact that most
GP-led deals today involve some of the fund
manager’s best performing companies means
that some transactions price at par — or even
at a premium — to NAV.

While many deals do still trade at some level of
discount, single-asset transactions generally

fetch higher pricing than multi-asset deals, in
part because investors can conduct more in-
depth due diligence on one company, but also
because of the asset quality. In 2024, around
87% of single-asset continuation funds priced
at or above 90% of NAV, according to Lazard,
while 71% just of multi-asset deals reached this
level of pricing (Figure 7).7

While single asset secondaries may offer
tailored investment opportunities, investors
should be mindful of the concentration risks
inherent in such investments.
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Figure 7: Strong appetite for trophy assets

GP-led pricing (by volume)

7% |

44% i
23%

12% i

%

22% 26%
0
16% 16% [2ee
0,
30/0 3% 40/0 50/0 6 /0 . l
——n 1 N
<70% 70-79% 80-89% 90—94% 95-99% 100% >100% : Prlced ator
i above 90%
@ Single-asset @ Multi-asset
Source: Lazard estimates 2025 Notes: Pricing percentage is expressed by reference to portfolio / asset

NAV as of the reference date.






21

Secondary fund investments offer an entry point
for investors new to private markets, while for those
with existing exposure, they can provide attractive
complementary features.

Among the attractions for investors is the immediate exposure to assets
that secondaries provide. Unlike in a primary fund investment, in which
investments are made — and exposure built — over a typical five-year
period, LP-led secondaries deals give access to potentially hundreds of
underlying company investments in a single transaction.

This is especially pertinent in today’s market when slower M&A markets
and uncertainty have been dampening dealmaking pace. It also gives
investors in the secondary fund instant diversification across a range of
dimensions, including geography, company size, fund strategy and vintage
year.

These features can be complementary to the portfolios of any investors
but are particularly attractive for new investors to the asset class: they can
build rapid exposure to a diversified mix of private markets investments.

Increased visibility and faster route to liquidity

Reduced blind pool risk is another important feature of secondaries
investments. Secondary funds buy assets that are already in a portfolio; in
contrast to investors in primary funds, which back a manager to make
future investments. As a result, secondaries investors know what they are
acquiring at the point of investment and can price accordingly.

Secondaries investments also provide a faster route to liquidity in
comparison to primary funds. The assets in a portfolio are naturally more
mature and closer to exit than the new investments a primary fund would
make.

In LP-led deals, distributions to investors sometimes start almost
immediately and cash flows are steady over the life of the investment. In
GP-led deals, in contrast, the distributions may be more chunky because
they involve fewer companies, but the time to exit should still be shorter
than in a primary fund.

The fact that most deals trade at a discount to NAV is a particularly
attractive characteristic of the secondaries market. Investors in
secondaries funds can gain exposure even to some of private markets’
best performing funds at attractive pricing.



Potential investment opportunities 22

Historical returns for secondaries strategies have typically been strong in
what is usually a lower-risk strategy than primary fund investing, given their
shorter duration, faster return of capital and higher visibility on the assets
acquired.

Over a three-year horizon, secondaries funds were the third highest
performer of all private markets strategies, with a 3-year horizon IRR of
6.9%, per Pitchbook Q4 2024 figures.?® Over a 10-year horizon, they came
out second, behind just private equity.?

As part of a private markets portfolio, secondaries have therefore generated
a consistent risk-return profile, with potentially less volatility. Secondaries
are the only alternative asset class in which even the lowest quartile
performers generate a positive return, according to a recent Bain &
Company report (figure 8).%°

Relative to the strong performance of public markets, secondary funds
have also done well. As Pitchbook notes, secondary funds have seen their
5-year annualised returns compete with public markets.®'

Secondaries funds emerged as the
second-best performing private market
strategy over a ten year period, per
Pitchbook's Q4 2024 figures.



Figure 8: Consistent returns with less volatility
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Since the evolution and expansion of the GP-
led market is relatively recent, much of the
secondaries market track record is based on
traditional LP-led deals. However, as exits from
some of the early continuation funds start to
come through, there are signs that the returns
for GP-led deals will be at least as robust.

Evercore reported that a basket of 10 singular-
asset continuation vehicles from 2020-2024
consistently outperformed 2020 vintage
buyout funds, with mean TVPIs of 1.53x and
1.34x respectively. 3

The risks of secondaries investments

As with any investment strategy, secondaries
carry some risks that investors should consider.
One of these is poor underwriting of the
secondary positions, which may stem from
over-valuing the assets or from insufficient data
or due diligence.

Venture capital
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75%-95%
Note: Past performance is not a reliable indicator
of future results.

Another is that valuing assets in the secondary
market is complex and requires a high level

of skilland expertise. Even highly experienced
secondary market players can experience
valuation contraction or a weakened macro-
economic outlook, which would have an impact
onreturns.

Added to these risks is the fact that investors
are paying an additional level of fees on top of
those charged by the underlying fund manager.

There is one other point that is particularly
pertinent to secondaries investing. A buyer
needs good relationships with GPs to be able to
complete deals successfully. Relationships are
always important in private markets, but the fact
that many GPs can restrict access to certain
investors and/or have a say in who acquires a
stake in their fund means that strong networks
and reputation are vital for secondary buyers.



This is why secondary fund manager selection is so important. Just as 24
in the primary private markets space, investors need to analyse carefully
the strategy, team, experience and track record of a secondary fund
manager to gain comfort that it has the capacity to perform well through
different parts of the cycle.

The inherently diversified nature of assets in LP-led deals may provide

a buffer against some of the risks outlined above. In GP-led deals,
meanwhile, managers need strong portfolio management skills to ensure
the overall portfolio is not too concentrated in specific industries or
markets.



What secondary investors

can expect.

yi

Investing in secondaries requires a good understanding of
both the benefits and the potential risks of the asset class.

THE BENEFITS OF SECONDARIES

KEY CONSIDERATIONS TO KEEP IN MIND

Efficient deployment

Secondary transactions can allow for a
quicker deployment of capital.

Market volatility

As with all investments, market fluctuations
and economic cycles may also impact private
equity secondaries.

Discount

Secondaries typically give investors the
opportunity to acquire assets at a discount
to NAV.

Complexity

Valuing specific assets in the secondary
market is challenging and requires a high level
of skill and expertise.

Diversification

Secondary transactions can allow for a
quicker deployment of capital.

Lack of access

Strong relationships with secondary fund
managers, particularly with those from the top-
tier segment, is essential to access best deals.

Faster returns

Investing in a secondary transaction can
result in faster distributions.

llliquidity

Secondaries may help sellers rebalance their
portfolios. However, investing in secondaries is
still an illiquid asset compared to public equities.

Asset visibility
Investors buy into already known assets,

mitigating or even completely removing blind
pool risk as is the case with GP-led transactions.

Risk of loss

Although, historically, secondaries produced
consistent returns with less volatility than the rest
of private markets,*® individual investments are
not immune to loss.






The secondaries market looks set to build further o
on recent expansion as demand from both LPs and
GPs continues to gather steam.

The secondaries market has grown strongly over recent years, and the
signs are that this will continue over the coming period.

With fundraising displaying consistent growth since 2023, secondaries
funds today have plenty of firepower to capitalise on opportunities through
2025 and beyond, although demand for that capital may well be higher
than we've seen to date.

Demand continues to rise

The need for liquidity and ongoing portfolio rebalancing continues to drive
LP-led activity in 2025. Distributions from GPs in 2024 remained below
long-term averages due to muted exit markets,* prompting many LPs to
seek secondary sales to free up capital for new commitments.3® In H1 2025,
LP-led transactions accounted for 54% of the record $103 billion in global
secondary volume, the highest first-half total ever recorded.*® Improved
pricing, particularly for high-quality buyout portfolios trading at single-digit
discounts to NAV, has encouraged sellers who had held back during
weaker valuation periods.*® With dry powder at historic highs and demand
for secondary capital exceeding supply,®*® market conditions have the
potential to remain favourable for LP-led deal flow in the second half of
2025 and beyond.

GPs, meanwhile, will also seek secondary market solutions. Ina
challenging exit market, they need to find ways of returning capital to their
investors to improve one of the key metrics prospective LPs consider
when committing to a new fund: the distributed capital to paid-in ratio
(DPI).

GP-led deals can therefore continue to be a strong option for achieving
this, in particular as they offer existing LPs the choice of staying invested or
receiving a return of capital.

In addition, GP-led deals have an added advantage over new deals in a
higher interest rate environment: they do not result in a change of control
and so debt packages agreed in a more benign environment roll over into
the new continuation vehicle, keeping costs down for the company or
companies involved.

Even with M&A and IPO activity rebounding through 2024 and into 2025,
GP-led continuation vehicles have retained their appeal. They enable fund
managers to hold onto high-conviction assets and extend the value-
creation runway rather than sell them outright in potentially sub-optimal
market conditions.
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Figure 9: Ample dry powder may support further activity
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GPs are increasingly using continuation structures as a deliberate
portfolio-management strategy, not just as a fallback when exit markets
are weak.*°

Pick-up in deal flow

As of H12025, there is an estimated $302 billion of capital available for
secondaries investments, according to Jefferies, equivalent to 1.5x of last
year's total deal volume (Figure 9). Yet Jefferies, as mentioned above, is also
predicting deal volume of more than $200 billion for 2025, which would be
a potential record period (subject to market conditions).*!

And secondaries players are rushing to meet that demand. Analysts
forecast a potential record-breaking period for secondaries fundraising.
This is backed by a recent Lazard survey of secondary firms, which found
that around 83% are currently raising flagship funds.

Around $300 billion is available for secondaries
investments, according to Jefferies.



Longer-term trends 29

Even beyond the current market conditions, there are sound reasons to
expect strong growth in the secondary market in the years to come.
Secondary transactions currently account for only a small proportion of
overall private markets activity totals. Today, around 2% of the markets’
NAV is traded annually. There is significant scope for this percentage to
grow as GPs become more accustomed to accessing the secondary
market as an alternative exit route and as LPs take an increasingly
sophisticated approach to portfolio management

Yet it's also true that private markets as a whole have expanded rapidly
over recent years, which makes the universe of opportunities much larger
for secondaries funds.

While AUM in private markets have grown by a compound annual growth
rate of 20% since 2018, in secondaries, it has only increased by 17% a
year.*? This all means that, not only is the potential pool of investments
larger, but also that secondaries are under-capitalised relative to the
broader private markets industry - the market still has some catching up to
do.

Secondaries are therefore a market in motion that benefits from strong
tailwinds. And, as it continues to grow, possibly upwards of $500 billion by
2030, we expect to see further innovations from secondaries players as
they devise new liquidity solutions for LPs and GPs in private markets and
offer new products to their investors.

The secondary market has been highly dynamic over the past 15 years —
and we expect to be even more so over the next decade and beyond.
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