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Blossoming New Era
of Secondaries

The Secondary market vaulted to a record year in 2024 and is poised for another record-breaking year in 2025.
Secondary market growth is constrained by both a lack of investable and human capital. The rise of the ‘40 Act funds,

the increase in GP-led funds, and the robust LP market are driving volume increases.



Blossoming New Era of Secondaries

According to Evercore, there is approximately $216 billion
of dry powder among buyers and the expectation is that all
of it will be used to fund deals in 2025." The increasing size
of the Secondary market provides Limited Partners (“LPs")
with optionality, allowing for better portfolio management
and increased liquidity. With market demand as well as
the sources of capital continuing to expand, the Secondary
market is entering an exciting new era.

LP VOLUME

In the wake of a softened exit environment, the LP Second-
ary market recorded its largest year on record in 2024. In
fact, the $87 billion of LP volume in 2024 would represent

SECONDARY TRANSACTION VOLUME
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the 6" largest year on record for the entire Secondary
market.? Of this transacted volume, ~40 percent of sell-
ers were first time participants in the market, signaling

the increasing significance of secondaries as a portfolio
management tool.? Twenty-seven LP transactions greater
than $1billion closed in 2024, a meaningful increase on the
19 such transactions that closed in 2023.2 Moreover, aver-
age pricing has ticked up by 400bps from 85 percent of Net
Asset Value (“NAV") to 89 percent.? Despite this increase,
pricing still remains below historical highs. The increased
pricing has helped to bridge gaps between buyers and
sellers. It is exciting that the LP market could surpass $100
billion of volume in 2025.
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PRICING

2024 pricing is still below peak levels seenin 2017 and
2021.2 We believe NAVs in buyout funds are more fairly
valued today. This should lead to more exits in 2025, as
sponsors will be able to exit more of their investments at or
above their holding values. The potential liquidity is much
needed given that the exit backlog is the worst it has been
since 2005.3

HISTORICAL SECONDARY PRICING (PERCENT OF NAV)
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EXIT ENVIRONMENT

Over the last couple years, the global private equity market
has been plagued by a challenging M&A environment and
a muted IPO market, resulting in slowed distribution activ-
ity when compared to the highs of 2020 and 2021.% This
has driven investors to proactively seek liquidity through
secondary sales. In fact, looking at historical secondary
volume as a percentage of global private equity exit activity
shows that the Secondary market has been an increasingly
important and central source of liquidity for investors. In
2024, secondary volume represented ~20 percent of total
global PE exit activity.* This is a staggering increase from
the 10-year average of 10.4 percent and underscores the
increasingly important role of secondaries in the broader
private equity market.?#

SECONDARY VOLUME AS PERCENT OF PE EXITS
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GP VOLUME

Much like its core counterpart, the GP-led market has
continuously grown and saw a record $75 billion of transac-
tion volume in 2024.2 This represents a 44 percent increase
from 2023 and a 10 percent increase over the previous
record high in 2021.2 As this market segment has continued
to expand, it has seen many new market entrants including
an increasing number of traditional buyout managers. This
interest from traditional sponsors is unsurprising given that
Continuation Vehicle (“CV") exits accounted for ~13 percent
of all sponsor-backed exit volume in 2024.2 There are two
segments to the CV market - single asset and multi-asset
transactions. Single asset CVs have an investment profile
more similar to co-investments. Multi-asset CVs more
closely resemble traditional LP secondary transactions,
where carry is cross collateralized. As this market grows, we
believe more traditional LPs, co-investment funds, buyout
funds and other investors will participate in the single asset
CVs. These single asset transactions are very prolific today.
The multi-asset transactions are more likely to be capital-
ized by secondary funds.
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GP-LED TRANSACTION VOLUME
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‘40 ACT FUNDS

The ‘40 Act funds have entered the Secondary market

with a splash. Evercore reported that of the 28 LP trans-
action processes they advised on that had a ‘40 Act fund
participating in 2024, 24 were won by the ‘40 Act fund at

an average price of 5 percent above the rest of the bidder
universe.' For there to truly be liquidity within ‘40 Act funds,
the vehicles themselves need to be trading at or near par.
As such, these investors will need to target assets which

will offer more capital appreciation, such as younger vintage
secondaries or even CV transactions, as opposed to back-
filling vintages through tail-end secondaries at significant
discounts. Traditional primaries in top-tier managers may be
even more suitable.

CONCLUSION

While we believe that we are still years away from an
efficient Secondary market brokered through an exchange,
the continuously increasing volume and dedicated capital
flowing into secondaries is allowing for better portfolio
management and greater access to liquidity. Private Equity
is no longer a buy and hold strategy. The LP market is poised
for continued growth as a key source of liquidity for inves-
tors. The GP market offers an attractive opportunity set and
alternative exit path for sponsors. The blossoming new era
of secondaries is just beginning. Liquidity and returns are
ever-present in the minds of fund managers and investors,
and they need to focus on all three metrics: ROI, IRR and DPI.
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Important Notes

Certain information contained herein has
been obtained from or is based on third-party
sources and, although believed to be reliable,
has not been independently verified. Such
information is as of the date indicated, if
indicated, may not be complete, is subject to
change and has not necessarily been updated.
No representation or warranty, express or
implied, is or will be given by The Common
Fund for Nonprofit Organizations, any of

its affiliates or any of its or their affiliates,
trustees, directors, officers, employees or
advisers (collectively referred to herein as
“Commonfund”) or any other person as to the
accuracy or completeness of the information
in any third-party materials. Accordingly,
Commonfund shall not be liable for any direct,
indirect or consequential loss or damage
suffered by any person as a result of relying
on any statement in, or omission from, such
third-party materials, and any such liability is
expressly disclaimed.

All rights to the trademarks, copyrights, logos
and other intellectual property listed herein
belong to their respective owners and the use
of such logos hereof does not imply an affili-
ation with, or endorsement by, the owners of
such trademarks, copyrights, logos and other
intellectual property.

To the extent views presented forecast market
activity, they may be based on many factors
in addition to those explicitly stated herein.
Forecasts of experts inevitably differ. Views
attributed to third-parties are presented to
demonstrate the existence of points of view,
not as a basis for recommendations or as
investment advice. Market and investment
views of third-parties presented herein do not
necessarily reflect the views of Commonfund,
any manager retained by Commonfund to
manage any investments for Commonfund
(each, a "Manager") or any fund managed

by any Commonfund entity (each, a “Fund"”).
Accordingly, the views presented herein may
not be relied upon as an indication of trading
intent on behalf of Commonfund, any Manag-
er or any Fund.

Statements concerning Commonfund's views
of possible future outcomes in any investment
asset class or market, or of possible future
economic developments, are not intended,
and should not be construed, as forecasts or
predictions of the future investment perfor-
mance of any Fund. Such statements are also
not intended as recommendations by any
Commonfund entity or any Commonfund
employee to the recipient of the presenta-
tion. It is Commonfund'’s policy that invest-
ment recommendations to its clients must
be based on the investment objectives and
risk tolerances of each individual client. All
market outlook and similar statements are
based upon information reasonably available
as of the date of this presentation (unless an
earlier date is stated with regard to particular
information), and reasonably believed to be
accurate by Commonfund. Commonfund
disclaims any responsibility to provide the
recipient of this presentation with updated
or corrected information or statements. Past
performance is not indicative of future results.
For more information, please refer to Import-
ant Disclosures.
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