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PRIVATE EQUITY SECONDARIES:

WHY GROWTH IS
STRENGTHENING—NOT
DILUTING—OPPORTUNITY

The secondary market’s rapid expansion has sparked questions for
institutional allocators: whether record transaction volume signals crowding,
whether the surge in GP-led secondaries represents genuine opportunity,
and whether the return premium the asset class has historically delivered
can endure at this scale.

Adam Freda, Managing Director and Co-Head of Secondaries at 50 South Capital, examines these
questions and explains why secondary market growth has not necessarily diluted the opportunity
for institutional investors.

GROWTH HAS NOT DILUTED THE OPPORTUNITY

The secondary market has grown rapidly. Does that growth signal a bubble?

Most of the secondary market’s growth tracks the expansion of the private markets more broadly.
Secondaries are a derivative of the primary market: as the installed base of private markets NAV
grows, so does the supply of assets available to trade. The share of that base that actually trades each
year on the secondary market, or the turnover rate, has remained remarkably steady over time at
roughly 1.0% of private markets NAV. A speculative market would show turnover spiking well above
the underlying asset base, which the data does not support. Record dollar volume in the last year
reflects a larger denominator rather than speculative churn.

The character of demand also has matured. Allocators increasingly use secondaries deliberately—to
manage pacing, liquidity, and exposure, particularly while IPO and M&A exit windows remain narrow.
Today’s supply-demand imbalance favors buyers. More sellers are seeking liquidity on the secondary
market than there is well-capitalized buy-side capital to meet them." Based on discussions with
sell-side advisors, a significant portion of opportunities that were marketed in 2025 did not ultimately
clear the market.

1 Source: Evercore Private Capital Advisory, “2025 Secondary Market Report,” February 2026.
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EXHIBIT 1
SECONDARY VOLUME IS SCALING WITH PRIVATE MARKETS

Annual secondary transaction volume, private markets AUM and turnover rate
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Sources: Evercore Private Capital Advisory, “2025 Secondary Market Report,” February 2026. Data as of December 31, 2025. Preqin, “Private Equity in 2026,
December 2025.
Past performance is not indicative of future results.

Persistent excess supply of this kind is uncharacteristic of a bubble. At 50 South Capital, we see
thisimbalance firsthand across the deal flow we review; the volume of high-quality assets seeking
buyers continues to outpace available capital, which gives well-positioned buyers meaningful room
to be selective.

With this much capital entering the market, won’t the return premium the asset class has historically
delivered be reduced?

Return compression is a legitimate concern in most markets where capital accumulates. In
secondaries, barriers to buyer participation remain high. Access is relationship-driven, with GPs
selectively granting transfer approvals to known partners; underwriting complexity is high, involving
multi-month due diligence on illiquid, Level 3 assets with limited public comparables; and reliable
execution demands scale, meaning not just capital but fund-accounting expertise and the
operational capacity to process large transaction volumes.

The buy side remains small and concentrated. Roughly 100 dedicated secondary funds are active
globally, and the pool of buyers for any individual transaction is typically far smaller. Most GPs
approve only a handful of known counterparties to participate in a given process.

Capital scarcity remains the core dynamic. Industry dry powder represents only about a year of
purchasing capacity against available supply. With sellers consistently outnumbering buyers,
experienced managers can remain selective, prioritizing the highest-quality assets and passing on
the rest. The conditions that would erode return potential at the margin—namely abundant buy-side
capital, low barriers, and easy entry—are absent today and unlikely to materialize in the medium term.
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What are the primary sources of return, and how do they behave through a cycle?

In our view, there are three repeatable sources of return. The first is pricing: in LP secondary
transactions, buyers typically purchase fund stakes at a discount to stated NAV, and that gap
represents immediate value at entry. In GP-led transactions, pricing typically occurs at or near

par, with returns driven by the quality of the underlying assets and the sponsor’s go-forward value-
creation plan rather than from a discount. The second is seasoning: because secondary buyers
acquire assets that are already several years into their ownership cycle, capital is typically called and
returned faster, and the early-year performance drag typical of a new primary fund is largely absent.
The third, as we just talked about, is selectivity.

These three dynamics also tend to support attractive opportunity sets during market downturns.
When public markets fall and private NAVs lag, over-allocated sellers need liquidity, and buyers with
committed, undrawn capital can acquire assets at more attractive prices. In 2022, public markets sold
off sharply while private valuations held relatively steady. Sellers who needed liquidity had little choice
but to transact, and secondary buyers could acquire quality assets at discounts that reflected market
stress rather than fundamental deterioration. For institutional investors already allocated to
secondaries, those entry points proved attractive.

The median secondary fund has delivered an approximately 14% net IRR? over a multi-decade history,
atrack record we believe reflects structural advantage rather than cyclical luck.

EXHIBIT 2
MARKET DISLOCATIONS CAN CREATE ATTRACTIVE ENTRY POINTS

Secondary purchase pricing and median secondary fund performance
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Source for median secondary fund IRR: Cambridge Associates. Data as of December 31,2025.
Sources for secondary pricing: Jefferies as of December 31,2025. Greenhill as of December 31, 2020. Cogent Partners as of December 31, 2015.
Past performance is not indicative of future results.

2 Source: Cambridge Associates. Data as of December 31, 2025.
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EXHIBIT 3
SECONDARIES HAVE DELIVERED COMPETITIVE RELATIVE
PERFORMANCE OVER TIME

Historical median private equity and secondary fund performance
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Source: Cambridge Associates. Data as of December 31, 2025. Past performance is not indicative of future results.

THE GP-LED MARKET, UNPACKED

GP-led continuation vehicles now account for approximately half of secondary volume. What should
investors look for when evaluating these transactions?

The growth of GP-led secondary volume has made underwriting discipline increasingly important.
However, the market is selective by nature. A meaningful number of continuation fund opportunities
are evaluated each year, though only a subset ultimately progress to closing. Experienced buyers
transact on only a small share of those that do.

The most reliable signal of deal quality is GP behavior. Whether an asset has been taken to market
without attracting sufficient buyer interest is usually discoverable through sponsor references and
data providers. A more telling indicator is GP alignment. When a sponsor rolls its existing interest
and commits fresh capital into the continuation vehicle rather than cashing out, that signals genuine
conviction in the go-forward investment thesis.

How can an allocator be confident that pricing is fair and existing LPs are treated well?

By design, GP-led transactions involve a potential conflict, as the sponsor sits on both sides of the
deal, but the market has developed governance mechanisms to manage this. Reputable GP-led deals
typically are intermediated by an investment bank that runs a competitive process and establishes
pricing through third-party participation, rather than allowing the sponsor to set its own terms.
Because experienced secondary managers typically cap individual position sizes in their funds,
transactions must be supported by multiple independent bidders, helping anchor valuation in
market demand, without the control premiums often seen in traditional sales.
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Existing LPs are also offered a genuine choice: exit at the transaction price or roll into the new vehicle
on equivalent terms. No investor is forced to exit at a price they find unacceptable. Additional
safeguards are standard in well-governed transactions, including LP advisory committee approval
and, in many cases, an independent fairness opinion.

Don’t single-asset continuation vehicles reintroduce the concentration risk that diversified
secondaries are designed to manage?

Deal-level concentration can be managed through two levers: position sizing and asset quality.
Disciplined secondary managers typically limit any single position to around 2% of fund NAV. By
contrast, traditional buyout funds typically concentrate capital in 10 to 15 companies.

The assets are also substantially de-risked relative to new acquisitions. By the time a company enters a
continuation vehicle, the sponsor has owned it for several years, knows the management team, and
has seen the business perform across different market environments. Often, operational problems in
buyout investments surface in the early years of ownership, and that risk window has already closed
for assets entering continuation vehicles. Historical loss experience reflects this: transaction-level
losses on GP-led continuation funds have been very low, estimated at roughly 8%, compared with an
approximately 17% loss rate experienced by primary buyout funds.?

WHERE SECONDARIES FIT IN AN INSTITUTIONAL PORTFOLIO

How has the role of secondaries within institutional private equity programs evolved?

The framing among institutional allocators has shifted materially over the past decade. Secondaries
began primarily as a portfolio management tool—a way to build exposure quickly, diversify across
vintage years, and smooth the deployment curve. That is still true. But secondaries are now a
dedicated allocation within the private equity program in their own right, valued for a distinctive
return profile rather than simply as a complement to primary commitments.

The cash flow profile is a meaningful differentiator. Secondary funds typically generate positive
returns sooner and return capital faster than primary funds, which matters for pacing and for funding
future commitments. A single secondary fund can also hold exposure to hundreds, or even thousands
of underlying companies across managers, sectors, and vintages, offering a level of diversification
that can be difficult for most institutional allocators to replicate through primary commitments alone.

The growth of the GP-led market has also broadened the opportunity set available to secondary
investors. Traditional LP-led secondaries have historically delivered strong IRRs and fast capital return,
but investment multiples have tended to be more modest than in direct buyouts. GP-led secondaries
close that gap. A blended approach, pairing broadly diversified LP-led exposure with curated GP-led
positions, can now target buyout-comparable multiples in a more risk-controlled structure. The
resulting portfolio offers access to proven, de-risked compounders, with a level of diversification that
can be difficult for concentrated buyout funds to match at a comparable return target.

What are the portfolio-level implications of accessing secondaries through an evergreen vehicle
versus a committed drawdown fund?

The two structures are designed for different objectives. Evergreen vehicles offer continuous
subscriptions and redemptions, making them well-suited for investors seeking broad, diversified
exposure to the secondary market. In practice, that often leads to portfolios tilted toward more
widely-available LP portfolios, with returns that tend to track the broader private equity market.

3 Source: Morgan Stanley Private Capital Advisory, “The Case for Continuation Funds: Mid-Year Update on
Performance,” October 2025.
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Drawdown funds, by contrast, offer greater flexibility in capital deployment. Without the need to
manage ongoing inflows and outflows, managers can be more selective—concentrating capital in the
highest-conviction opportunities in a given market environment. These differences are most evident
in periods of dislocation. Evergreen funds must manage liquidity to meet potential redemptions,
which can limit flexibility when opportunities are most compelling. Drawdown funds, with committed
capital, are generally best positioned in those environments.

For institutions seeking efficient, diversified secondaries exposure, evergreen structures can be a
strong fit. For allocators focused on selectivity, cycle timing, and access to GP-led transactions, we
believe drawdown funds offer a better fit. As the secondary market has matured, the focus for many
allocators has shifted toward identifying managers with the access and discipline to capture the most
attractive opportunities.

Adam Freda brings 13 years of dedicated secondaries investing experience, developed across much
of the market’s growth and evolution. 50 South Capital has more than 20 years of secondary
investing experience, including over a decade investing in GP-led transactions. That experience is
complemented by a long history of primary investing and long-standing relationships with more
than 1,000 managers globally, supporting a highly selective approach to sourcing and underwriting
secondary investments.

ntam.northerntrust.com

IMPORTANT INFORMATION

The information contained herein is for informational and educational purposes only. It is neither an offer to sell, nor a solicitation of an
offer to buy an interest in an investment fund managed by 50 South Capital Advisors, LLC. The information is obtained from sources
believed to be reliable, and its accuracy and completeness are not guaranteed. Information does not constitute a recommendation of
any investment strategy, is not intended as investment advice and does not take into account all the circumstances of each investor.

Certain information contained herein represents or is based on forward-looking statements or information, including descriptions of
anticipated market changes and expectations of future activity. Forward-looking statements and information are inherently uncertain
and actual events or results may differ from those projected.

The opinions expressed are as of the date set forth herein, are subject to change at any time without notice and do not constitute investment,
legal, tax, accounting or professional advice. The information cannot be relied upon for tax purposes and does not constitute investment
advice or arecommendation to buy or sell any security and is subject to change without notice. Each investor should consult with their
own advisor regarding the legal, tax and financial suitability of investing in alternative investments. This document may not be edited,
altered, revised, paraphrased, or otherwise modified without the prior written permission of NTAM.

Northern Trust Asset Management is composed of Northern Trust Investments, Inc., Northern Trust Global Investments Limited, Northern
Trust Fund Managers (Ireland) Limited, Northern Trust Global Investments Japan, K.K., NT Global Advisors, Inc., 50 South Capital Advisors,
LLC, Northern Trust Asset Management Australia Pty Ltd, and investment personnel of The Northern Trust Company, The Northern Trust
Company (Singapore Branch), and The Northern Trust Company of Hong Kong Limited.

© 2026 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, lllinois 60603 U.S.A. P-080526-5802270-090426
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