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How has the private equity secondaries market evolved into a critical portfolio management 
tool?
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The Private Equity (PE) secondaries 

market continues to evolve, driven by 

heightened competition among 

consolidated firms and subdued IPO 

activity. General Partners (GPs) 

increasingly leverage secondaries to 

retain high-performing assets and 

extend value creation timelines, while 

Limited Partners (LPs) utilise 

secondaries to unlock liquidity, 

rebalance portfolios, and reallocate 

capital to alternative opportunities. This 

dynamic elevates secondaries from a 

reactive strategy for distressed 

situations to a proactive, strategic 

portfolio management tool.

Unlike primary investments, secondaries 

focus on established assets, often 

acquired at discounts, offering a clearer 

performance trajectory and a favourable 

risk-return profile. Compared to other 

alternative asset classes, secondaries 

exhibit historically tight dispersion and 

frequently positive lower-quartile returns. 

The maturation of the secondaries 

market has transformed it into an 

essential component of private markets. 

As investors prioritise operational 

improvements in portfolio companies, 

beyond simple multiple expansion, the 

demand for secondary deals has surged. 

This evolution reflects a broader focus 

on optimising value creation and 

adapting to changing market conditions, 

further solidifying secondaries as a 

critical driver of PE industry growth. 

In 2024, the private equity secondaries 

market experienced a landmark year, 

with transaction volumes surging to 

$162bn, reflecting sustained investor 

demand for liquidity solutions and 

portfolio optimisation. Against a 

backdrop of elevated interest rates, 

subdued IPO activity, and a slower M&A 

environment, secondaries cemented 

their role as a core portfolio 

management tool for both GPs and LPs.

While LP-led transactions remained a 

dominant force, GP-led deals, particularly 

continuation vehicles, continued their 

steady rise, driven by sponsors seeking 

to retain high-performing assets and 

extend value-creation timelines. 

Secondary buyers, recognising the 

stability and predictable cash flows of 

mature assets, capitalised on favourable 

pricing, while LPs leveraged secondaries 

to rebalance allocations and unlock 

capital for new commitments.

Despite macroeconomic headwinds, the 

resilience of the secondaries market 

stood out. Tighter return dispersion, 

lower volatility, and a superior risk-

adjusted profile relative to other 

alternative asset classes further 

underscored its attractiveness. As 

fundraising cycles remain elongated and 

liquidity constraints persist, secondaries 

are no longer a niche play but a 

structural feature of private markets.

The PE secondaries 
market has become 
a key portfolio 
management tool, 
offering liquidity, 
superior risk-return 
profiles, and diverse 
transaction options 
for both GPs and 
LPs
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What are the key trends and transaction volumes shaping the secondaries market?
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Figure 1: Return dispersion by alternative asset class (vintage years 2000-19, as of Q2 2023) 1
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Figure 2: Secondaries market transaction volumes (2017-2024, $’bn)

Source: Jefferies

[1]  Lower quartile = 5% - 25%, Upper Quartile = 75% - 95%

While LP-led transactions dominated prior years, GP-led volumes have become a significant contributor as of late, 

reflecting the rising use of continuation vehicles and bespoke liquidity solutions by GPs. The continued high 

transaction volume, even during uncertain periods (e.g., 2020-2023), highlights the robustness of the 

secondaries market as a liquidity and portfolio management tool for both LPs and GPs. 2024 has been a record 

year for the secondaries market with total transaction volume of $162bn.

Secondaries exhibit the tightest dispersion of returns among alternative asset classes, with a consistently positive 

lower quartile. This reflects the stability and predictability of outcomes in the secondaries market, making them 

particularly attractive for investors seeking to mitigate the J-curve effect. By focusing on established assets with 

proven performance, secondaries allow investors to bypass the initial underperformance typically associated with 

primary investments, delivering more immediate and reliable returns. Even underperforming secondaries tend to 

generate positive outcomes, reinforcing their role as a reliable component of an investment portfolio.



Strategic drivers of the secondaries 
market  

The secondaries 
market has become 
a vital tool for 
liquidity, risk 
diversification, and 
navigating economic 
uncertainty, with 
over $100 billion in 
annual deal volume
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What macroeconomic and industry-specific factors are driving growth in the secondaries 
market? 
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Figure 3: Average buyout pricing by age of fund (% of NAV) 

Source: Jefferies

Buyout funds aged 0–3 years and 4–6 years typically trade closer to or above NAV, reflecting their greater growth 

potential, lower risk of underperformance, and the likelihood of remaining uninvested capital. In contrast, funds 

aged 10+ years are often priced at significant discounts, frequently trading below 94% of NAV. These discounts 

are driven by several factors: diminished growth prospects, higher portfolio concentration risk as fewer assets 

remain, potential operational inefficiencies in ageing portfolio companies, and the looming pressure of fund 

liquidation as the end of the lifecycle approaches. 

The secondaries market has surged, with deal volumes exceeding $100 billion 

annually. Key drivers include:

▪ Liquidity Demand:. LPs, such as pension funds and endowments, use 

secondaries to unlock liquidity, rebalance portfolios, and reallocate capital 

toward high-priority vintages or new opportunities. GPs leverage secondaries to 

extend asset management timelines, retain high-performing assets, and attract 

fresh capital, making it a critical tool for liquidity solutions across stakeholders

▪ Competitive Primary Markets: With fierce competition for primary investments 

driving up entry valuations, secondaries provide an appealing alternative. By 

focusing on established assets with proven performance records, investors can 

lower risk exposure while benefiting from clearer growth trajectories

▪ Economic Uncertainty: Macroeconomic factors prompt investors to prioritise 

assets with discounted valuations and predictable cash flow profiles. The 

secondaries market offers a haven amid broader economic volatility, enabling 

investors to mitigate risks while maintaining exposure to attractive returns
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How are investors navigating liquidity constraints and portfolio rebalancing in a challenging 
exit environment?
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As traditional exit routes remain constrained—due to muted IPO markets, prolonged hold periods, and 

macroeconomic uncertainty, investors across the private equity ecosystem are turning to a growing set of liquidity 

solutions to meet short- and medium-term capital needs. These solutions provide flexibility for both LPs seeking 

to reallocate capital and GPs seeking to hold onto high-performing assets while addressing LP liquidity demands.

▪ Traditional LP Portfolio Sales remain the most common route for investors seeking early liquidity, enabling 

portfolio rebalancing, regulatory de-risking, or capital reallocation without disrupting the underlying fund’s 
operations

▪ Preferred Equity Structures allow LPs to retain upside exposure while extracting near-term liquidity via 

structured cash flow waterfalls

▪ NAV-Based Lending offers credit against the net asset value of fund interests, enabling LPs to access liquidity 

without selling at a discount, though at the cost of leverage and complexity

▪ Tender Offers provide partial or full exits to existing LPs while rolling select investors or assets into new 

vehicles

▪ Fund Restructurings consolidate tail-end assets into new structures to optimize cost efficiency and unlock 

trapped value

▪ Continuation Vehicles are now the most high-profile GP-led option, offering targeted liquidity on prized assets 

while extending the investment horizon

LP-Led Liquidity Solutions

GP-Led Liquidity Solutions

Liquidity solutions offer flexibility but introduce new decision-making dynamics, especially around pricing, 

information asymmetry, and investor alignment.

Regulatory scrutiny and fiduciary obligations mean transparency and fairness are increasingly under the spotlight.

As the secondaries ecosystem becomes more institutionalised, bespoke solutions will proliferate—tailored by fund 

size, investor profile, and asset characteristics.
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How will the market for continuation vehicles fare in 2025 and beyond? Will continuation 
vehicles become the preferred exit route for private equity sponsors? 
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GPs have grown increasingly comfortable with the use of continuation vehicles as an exit route, recognising the 

dual benefit of retaining ownership of their most valuable assets while offering liquidity to LPs through a process 

that is often less cumbersome than traditional auction-based exits. This shift has been driven by a slowdown in 

traditional exit avenues, such as strategic M&A and IPOs, alongside the pressing need to provide liquidity to LPs. 

Although a revival of conventional exit markets is anticipated in H2 2025 and beyond, the use of CVs is expected 

to maintain its upward trajectory, solidifying their role as a critical exit mechanism for GPs. This sustained growth 

is fuelled by increasing investor demand and a broader adoption of CVs, particularly among mid-market private 

equity managers.

The investor ecosystem surrounding CVs is also undergoing rapid evolution. For LPs in the original funds, the 

compressed decision-making timelines required to either remain invested or opt for liquidity can pose significant 

challenges, limiting their ability to thoroughly evaluate the implications of participating in a CV. 

Meanwhile, secondary investors are actively raising dedicated funds targeting GP-led transactions, with many 

focusing exclusively on CVs, including single-asset structures. In parallel, traditional private equity sponsors are 

increasingly exploring secondary investment strategies for CVs, leveraging their primary market expertise to 

create synergies. Institutional fund managers are attracting growing capital commitments from LPs drawn to the 

prospect of enhanced risk-adjusted returns and shorter holding periods.
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Figure 4: Continuation vehicle transaction volume ($’bn)  and % of CVs in sponsor-backed exits

Given the array of benefits CVs offer to all stakeholders, LPs, GPs, investors, and portfolio companies, we 

anticipate their role as a preferred exit strategy will continue to expand. By the end of 2025, CVs are expected to 

account for a record share of total sponsor-backed exit activity, reflecting their rising prominence within the 

private equity landscape.

Source: Dealogic and Jefferies
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What do continuation vehicles actually look like, and how are they structured to meet 
sponsor and investor needs?
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In 2024, single-asset CVs accounted for nearly 48% of GP-led secondaries, up from 39% the year prior. Some 

estimates, such as Houlihan Lokey’s, put the figure closer to 58%, highlighting the growing preference for these 
vehicles in high-conviction scenarios. These structures are particularly attractive for assets in sectors like 

software, healthcare, and infrastructure, where long-duration value creation is typical, and near-term exits may be 

suboptimal due to market timing.

Multi-asset CVs, while still significant, are generally used when a fund holds several assets nearing maturity. 

These provide diversified exposure and smoother pricing dynamics but come with increased underwriting 

complexity. The vast majority of CVs centre around direct investments, where the GP maintains operational 

control and familiarity with the asset. 

Despite CVs offering a rollover option, 85–92% of LPs in 2025 chose to sell their stakes rather than remain 

invested. This figure has risen from ~75–80% in 2023–24, reflecting greater caution around valuation, 

alignment, and opportunity cost. 

CVs remain most prevalent in sectors with high asset stickiness, long investment runways, and predictable cash 

flows. In 2025:

▪ Software, healthcare, and business services accounted for a large share of CV activity

▪ GP sentiment has continued to shift, with 40%+ of managers viewing CVs as a viable and preferred exit 

route—driven by flexibility, control retention, and alignment with their value creation timelines

Asset Composition: Rise of Single-Asset CVs
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What key themes do we expect to dominate the private equity secondaries market for 2025 
and beyond?
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The private equity secondaries market enters the second half of 2025 at a pivotal moment. While record levels of 

continuation fund activity have provided a pressure valve for exit overhang, investor sentiment remains divided. 

With traditional exit routes still constrained and commitment pacing proving challenging for some managers, 

secondaries are set to remain a structural feature of private markets, but not without evolution. 

Looking ahead, we anticipate:

▪ Continued growth in continuation vehicles

▪ Managers are increasingly turning to CVs as a solution for liquidity in the face of muted traditional 
exits

▪ Single-asset and concentrated portfolios will remain the driving force, with strong demand for 
high-conviction assets

▪ LP acceptance is rising, but perceptions vary, many still differentiate between interim liquidity 
tools and true exit routes

▪ Market resilience, with the key risk being a major credit event

▪ Secondary activity has proven robust across cycles, supported by record fundraising and pricing 
stabilisation

▪ The primary threat to this growth trajectory is a systemic credit event that could dampen 
fundraising, liquidity, and valuations

▪ In its absence, we expect steady momentum through H2 2025 and beyond, underpinned by LP 
liquidity needs and GP demand for exit optionality

Structuring for launch and market positioning: We assess and shape fund structures ahead 
of launch, ensuring competitive positioning and alignment with evolving secondary market 
dynamics

Options for underperforming or legacy funds: We support managers in evaluating 
alternatives for challenged vehicles, benchmarking against precedent transactions, and 
identifying the most viable restructuring or continuation solutions

Investor communications and transaction support: We prepare tailored investor relations 
and marketing materials that clearly articulate the rationale, structure, and benefits of 
continuation or secondary transactions to stakeholders

1

2

3

Alpha’s support across secondary solutions
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Jon leads the Strategy & Deals Practice 
globally. His primary focus over the last 15+ 
years has been to define and lead large 
scale Enterprise Transformation initiatives 
in global businesses, helping them achieve 
an operating model and cost base that will 
support their strategic objectives. Jon 
oversees a team that focus on corporate 
strategy & business model, maximising the 
value of strategic capabilities, laying 
operational foundations & capturing 
efficiency, and targeted M&A.

Goutham is a Senior Associate at Alpha with 4 
years of experience in deal advisory for clients 
in Asset & Wealth Management, Insurance, and 
Private Equity. His expertise covers the entire 
transaction lifecycle, including target search, 
CDD/VDD, separation planning and post-
merger integration.
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If you would like to know more about our 
services, please contact:

Jon Reed
jon.reed@alphafmc.com
+44 7774 012779

The Alpha Group provides a comprehensive range of 
services across the asset and wealth management industry. 
Our team of 1000+ consultants work around the globe to 
help our clients solve their business, operational and 
technology challenges. This report is based on Alpha 
knowledge and industry experience. We would like to 
thank all our colleagues for their expert contributions.

All personas are fictional and no identification with actual 
persons or organizations is intended or should be inferred. 
Alpha FMC shall not be liable in respect of any loss, 
damage or expense which is caused by any party’s reliance 
upon the contents in this report except, in each case, as 
agreed otherwise in writing.
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