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Your guide to navigating
the secondary market

Amid rising geopolitical tensions and a global softening in M&A and IPO activity, global GP-led

secondary market volumes are predicted to surpass $67 billion in 2024, higher than the previous

record volume set in 2021.

Our recent survey of over 80 participants highlights the key trends driving the rapid growth, including key

focus areas and strategies being utilized to optimize portfolios and realize returns.*

DC Advisory’s global Secondary Advisory team summarizes the findings from our international survey to
provide market insights into the GP-led segment of the secondary market, including the following topics:

+  GP-led secondary market overview

+  Continuation vehicles

+  Fund financing

+  Key factors of a successful GP-led transaction
+ The evolution of the competitive landscape

«  What we can expect in 2025

GP-led secondary market overview

*  Uncertainty remains in markets pertaining to traditional exit routes (i.e. M&A and IPO)', driving GPs
to re-valuate their portfolio management strategies

+  LPliquidity constraints are putting pressure on GPs, with secondaries, once a niche market, rapidly
becoming more widely accepted as an attractive portfolio management tool'

+  Amid rising geopolitical tensions and a global softening in M&A and IPO activity, the global GP-led
secondary market is poised to surpass the previous record volume levels of $66 billion set in 2021
(see Fig. 1)

+ This optimistic forecast is supported by positive sentiment among active market players: almost
half of survey respondents expect global volumes to exceed $70 billion in 2025, while almost 20%
of respondents expect volumes to exceed $80 billion

Fig.1: GP-led transaction volume ($bn)
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Source: DC Advisory analysis based on Preqin-led data & industry analysis reports, across 2024

*Unless otherwise indicated, all tables, data and statistics provided in this report, including with respect to deal activity, have been
collected via the August 2024 DC Advisory Secondaries survey, subject to the limitations of the survey. Please see “Sources” for more
details regarding the survey.

DC Advisory has prepared this material solely for informational purposes and it is not a research report. This material does not constitute
or form part of, and should not be construed as, an offer to sell, or a solicitation of any offer to buy, or any recommendation with respect
to, any securities. For other important information, please read our Insights & Publications disclaimer >
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Save the date! wednesday, 2zoth November

Join our global Secondary
Advisory team at our live
webinar to hear real-time
market insights on the GP-
led secondary market

egister here to watch live or receive recording >



https://www.dcadvisory.com/insights-publications-disclaimer/
https://dcadvisory.zoom.us/webinar/register/WN_3DbFP7iiSJa90R1zBwTCbw#/registration

Continuation vehicles are
driving GP-led deal activity

Continuation vehicles (CVs), particularly
single-asset CVs, remain the dominant
solution driving GP-led secondary market
activity, with nearly 70% of survey respondents
noting that they are likely to consider utilizing a
CV solution in the next 18 months

Of those survey respondents who executed
CVs in the past, almost 60% had indicated
having executed a single asset CV, illustrating
its popularity in the market

Over time, there has been a growing
recognition of CVs by GPs as a reliable,
structured exit strategy, as these transactions
offer alternative liquidity options mitigating
some of the risks associated with selling via a

667

of survey respondents
noted they are likely to

consider a CV solution in
the next 18 months

traditional exit in uncertain markets; this
is supported by almost 40% of survey
respondents stating liquidity generation as
one of the key objectives of executing a
CV

CVs also offer GPs and existing LPs
flexibility to retain their assets during
uncertain periods, positioning them to
capitalize on valuation increases when
market conditions improve

CVs provide optionality throughout the
economic cycle, making them especially
attractive in today’s challenging market
conditions

58%

of continuation vehicles

executed by survey respondents

were single assets

When executing continuation vehicle solutions, what are

your primary objectives?

To extend the hold
period of asset(s)

To generate liquidity for
existing LPs

® To raise additional

SRR
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capital for the asset(s)
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Navigating fund
o financing options

* As interest rates stabilize, GPs are
increasingly turning to fund financing, with
over 30% of survey respondents considering
a fund financing solution in the next 18
months

* Fund financing has become an important tool
by which GPs can raise additional capital
to fund new acquisitions and follow-on
investments into existing assets, as illustrated
by 45% and 27%, respectively of our survey
respondents

*  Our survey results indicate almost 20% of
respondents also noted liquidity generation
for existing LPs as a primary objective for
executing fund financing

Among types of fund financing solutions
executed, NAV facilities were the most
popular, with 60% of survey respondents that
had executed a fund financing solution in the
last 18 months to have done so through a
NAV facility

s
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0%

executed a NAV facility among
survey respondents that had
executed a fund financing
solution within the last 18 months

When executing financing solutions, what are
your primary objectives?

To fund existing assets in the fund

= To fund acquisition of new assets
for the fund

= To generate liquidity for existing
LPs

® Other
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Momentum in GP-led deals continue to be driven
by strong alienment between GPs and secondary
investors, asset quality and market-based pricing

»  Secondary investors highlighted asset quality as the most important factor when evaluating * GP-led secondary transactions can be the most important ‘public’ private transaction a GP
the pursuit of CVs. Where traditional exit routes (i.e. M&A and IPO) have been challenging, we completes, as they are public with arguably the most important constituent of a GP's franchise,

have seen the presence of high-quality assets become more prevalent in the GP-led market their existing LPs, and this often prompts GPs to inform their LPs well ahead of the launch of a

* Valuation was highlighted as a key consideration for investors. Over 50% of survey trangaction in the fmarket , , : o . .. :
respondents who executed CV deals noted that their deals closed with minimal or no mark- + The importance of addressing LPs’ concerns is becoming increasingly prioritized, together with

ups to entry price, reflecting a shared commitment among GPs, existing LPs, and secondary clear articulation of the rationale and motivation of a contemplated transaction ahead of the

investors to achieve market-based pricing for the underlying assets — which we believe will PrObRPS L - o . . ,
continue to be a key aspect of successful CV deals going forward *  Our survey results mcﬁcate eX|st|n_g .I_.Ps views tq have been the most important consideration
 As secondary solutions become more widely accepted by GPs as an attractive portfolio for GPs when assessing the possibility of executing a CV, and as a reslt, we have seen

renewed attention from GPs on maintaining their strong relationships with existing LPs
through a transparent and efficient transaction process. This is anticipated to be strategically
advantageous for GPs as many existing LPs likely would have secondary capabilities as well
Please rank thelollowing Mithaopderof mportiicticn *  Our survey found that over 60% of respondents did not see an immediate mark-up in valuation
assessing GP-led transactions post close of a CV transaction, suggesting that deals had been closed at a market-based price

management tool, we expect to see continued strong demand for high-quality assets among
investors, even as markets pertaining to traditional exit routes recover

In the order of importance, please rank the following when
Assel quality evaluating the possibility of a continuation vehicle

Valuation
Existing LP's views

GP quality
S
Return profile Pricing

GP alignment

Certainty of transaction

Seclor exposure

of survey respondents
GP relationship did not see a mark-
up in valuation for the

ﬁI‘St SiX mOIlthS p OSt ChallcnginrgogticiiLional exit
bortfolio concentration/diversification transaction close

Secondary market sentiment

Potential for near term mark-up post transaction

Time/resource requirement

Other
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The evolution of the
competitive landscape

Secondary investors surveyed indicated

a notable increase in competition within
the secondary market, particularly from
GPs setting up their own secondary
capabilities. To stay competitive,

investors are increasingly leveraging their
established strong relationships with GPs
to be involved early in the shaping of a
transaction, and to secure deal flow and
allocations in competitive processes

The growing presence of new entrants,
particularly GPs with deep sector
expertise and more defined strategic
focus compared to existing secondary
investors, has resulted in a shift in focus
toward asset quality in deal evaluation. As
a result, investors are prioritizing deals with
strong underlying assets and potential for
outperformance in a competitive market
Secondary investors also expect the
growing sophistication of the market to
drive further specialization. Historically,
investors have tended to be more

open to a wider range of sectors in

their commingled secondary programs.
However, this trend is likely to change as
the market matures, resulting in a deeper
and more efficient market, where investors
can capitalize on their specific expertise
to identify attractive opportunities which
they can underwrite with an edge over their
competitors

58%

of survey respondents
believe the most
prominent new entrants
in the secondary market
are GPs expanding into
secondary strategies

Amid the increased competition, how do you differentiate from your
competitors, in a transaction with a GP?

Through longstanding relationship with GP

By sourcing the transaction proprietarily with GP

Through access to primary capital

By providing a differentiated transaction structure

oter F
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Market outlook - What can we expect in 2025

GPs and investors anticipate the
global GP-led market volume to

exceed $70bn in 2025;

We anticipate further meaningful growth in the
space, considering approximately half of our
respondents have not executed a GP-led deal in
the past five years, but are open to doing so in the
next twelve months

4970

of survey respondents believe
global GP-led transaction
volumes will exceed $70bn in 2025

A more specialized, adaptable market

in 2025:

As the secondary market continues to evolve, we anticipate further
specialization among new investors, especially GPs with secondary
capabilities, also encouraging established secondary investors to
hone their expertise in specific asset classes. Larger players are
further contributing by venturing into new areas such as the credit
secondary market, demonstrating the market's continued growth
and adaptability™

Continued adoption of GP-led solutions by
GPs as well as new entrants investing in the
GP-led market will drive the market in 2025:
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Propelled by continued supply in GP-led solutions driven by wider

Continued importance of GP/investor
relationships in 2025:

GPI/LP relationships remain a key feature of the secondary market.
GPs expressed their existing LPs’ views on contemplated secondary
solutions as being the most important consideration when evaluating
a possibility of a transaction. Likewise secondary investors cited the
advantage of an existing GP relationship as being key in the ability to
source a transaction and successfully position themselves in a highly
competitive market

AL

acceptance as a portfolio management tool by GPs, and growing
demand for GP-led deals, especially CVs, by secondary investors,
given the asset quality and market-based pricing, the GP-led market
is well-positioned to continue growing into 2025
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4 . A more transparent market in 2025:
To successfully execute GP-led transactions, GPs will need to

continue to address the requirements of their existing LPs for
transparency and clear transaction rationale




Should you have any questions or wish to discuss the secondary market
outlook in more detail, please contact our team.

Your global Secondary Advisory team

Michael Wieczorek

Managing Director
michael.wieczorek@dcadvisory.com

Sabina Sammartino

Managing Director
sabina.sammartino@dcadvisory.com

Ludovic Douge
Managing Director
ludovic.douge@dcadvisory.com

sources

The August 2024 DC Advisory Secondaries survey

*Unless otherwise indicated, all tables, data and statistics provided in this report, including with respect to deal activity, have been collected via the
August 2024 DC Advisory Secondaries survey, subject to the limitations of the survey.

DC Advisory’s independent survey of 88 GPs and LPs in the European and US market, which was completed in August 2024 (referred to herein
as the “August 2024 DC Advisory Secondaries survey 2024” or the “survey”). Any data sourced from the survey is limited to the data provided by
the survey participants and is not meant to constitute definitive market data. The GPs and LPs selected for the survey are based on those that
are most active in the secondaries market, and that DC Advisory interacts with the most. Accordingly, the survey participants do not constitute an
exhaustive list of GPs and LPs who may have been active during the period addressed by the survey

Other sources

i.  Financial Times, Sep 2024: Private equity is doing badly — however you measure it
ii. PEI, Jan 2024: More players to embrace secondaries in 2024 amid liquidity crunch
jii. Collier Capital, Oct 24: Collier Capital, https://www.collercapital.com/new-pc-secondaries-sicav-fund/
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DC Advisory Hong Kong
Daiwa Securities Co. Ltd -
representative office

One Pacific Place, 88 Queen-
sway, Hong Kong

Tel: +852 2525 0121

E: enquiries@dcadvisory.com
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Tel: +34 91 524 11 23

E: spain@dcadvisory.com

DC Advisory US

300 North LaSalle Drive,
20th Floor, Chicago, IL
60654

Tel: +1 (312) 948-5300
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Dc An international investment
bank committed to
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DC Advisory is an international investment bank committed to
making a difference. As part of an established global business,
we offer access to over 750 professionals in 24 locations
throughout Asia, Europe and the US. Across 11 industry focused
teams, we offer tailored, independent advice on M&A, debt
raisings and restructurings, private capital, secondary advisory
and access to unrivalled Asia investment knowledge. For more
information, visit https://www.dcadvisory.com/aboutus >

Predicting future activity is an art and not a science and this analysis is not scientific. It is informed
judgement — much like the best M&A advice.

Additionally; this article does not constitute or form part of, and should not be construed as, an offer to sell,
or a solicitation-ofiany offer to buy, or any recommendation with respect to, any securities. You should not
base any investment decision on this article; any investment involves risks, including the risk of loss, and

you should not invest without speaking to a financial advisor. For additional important information
regarding this article, please read Insights & Publications disclaimer >

www.dcadvisory.com © DC Advisory 2024
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