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The transformation of private equity (PE) secondaries from a relatively small, underserved corner of the industry into 
an established and multi-faceted market has been well documented in recent years1. Similarly, the expansion of the 
private debt (PD) market over the past decade, fueled by the retrenchment of banks from corporate lending, has also 
been much commented upon2. Less explored, though, is the early emergence of a secondary market for PD interests, 
which is starting to see significant growth as the PD primary market matures3.

Investor interest in the PD 
secondaries market has accelerated. 
Dealflow screened by Pantheon5 
in Q1 2020 was greater than in the 
whole of 2017: $3.5 billion vs. $2.9 
billion6. 

The “turnover rate” – annual 
secondary market transaction 
volume divided by total unrealized 
value – for LP interests in PD funds 
was 1.6% in 2018 and 2019, up from 
0.5% in 2017.

By the end of 2024, we expect the 
size of the global PD market to reach 
~$1.5 trillion, with PD secondary 
market volume to grow to ~$14 billion 
p.a.7 

In this paper, we outline the driving forces behind the 
evolution of the PD secondary market and explore how 
its growth compares to that of the broader secondaries 
market that is largely dominated by PE. Many of the 
same factors that have driven capital levels higher 
in PE secondaries underpin the growing interest in 
debt secondaries: in particular, institutional investors 
proactively using the secondary market to rebalance 
portfolios.
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The background briefing centers around 
two key topics:

Key Findings4

Developments 
in PE and PD 

secondary markets

The anatomy of 
PD secondary 
transactions

Introduction
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Rising turnover rate

The pick-up in PD secondary market volume in recent 
years is reflected by a sharp rise in the “turnover rate” for 
LP interests in PD funds. This is calculated by dividing 
the annual transaction volume by total unrealized value 
across the sector. As seen in Figure 2, on page 3, the 
rate jumped sharply from 0.5% in 2017 to 1.6% in 2018, 
staying consistent around this level into 2019. 

Figure 1: Private debt secondary deal flow by fund 
type (estimate)

Source: Pantheon internal data, as at 31 August 2020. Total exposure 
inclusive of NAV and unfunded. Note: There is no guarantee that 
these trends will continue.
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The search for liquidity

While H1 2020 secondaries deal making was 
significantly disrupted by the Covid-19 pandemic, 
recent years have seen transaction volume and value 
grow rapidly. The total value of transactions completed 
in 2019 was estimated at $88 billion8 across all private 
markets. This represents a rise of 19% from a year 
earlier, keeping pace with the 20% compound annual 
growth rate since 20129.

To put this into context, it was just three years ago that 
the market surpassed $50 billion for the first time10.

We see the expansion as being driven by multiple 
factors, including:

 f More capital is now invested in private markets

 f General partner-led (GP) deals for more complex 
transactions are becoming increasingly common 

 f Secondary sales by limited partners (LPs) to 
rebalance portfolios are becoming more established, 
albeit volumes stalled in Q2 2020 amid Covid-related 
valuation uncertainty

The majority of secondary activity remains PE-related, 
however, the past couple of years have seen a turning 
point for PD becoming a notable part of the market. 
At Pantheon, for instance, dealflow screened across 
senior, mezzanine and distressed debt increased from 
less than $3 billion in 2017 to more than $9 billion in 
2019, while in Q1 2020 alone deals screened were 
worth more than $3.5 billion11. A breakdown of the 
activity Pantheon has seen since 2017 is shown in 
Figure 112.

The past couple of years have 
seen a turning point for private 
debt becoming a notable part 
of the secondaries market

Developments in secondary markets
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The PD turnover rate in 2018 and 2019 was at a similar 
level to the broader secondaries market and is above the 
broader market's 10-year mean average rate of 1.3% (as 
represented by the yellow line in Figure 3). Moreover, PD’s 
turnover rate in recent years is higher than that of the 
wider secondaries market during its early years. Combined 

with the rapid growth in the PD primary market, this could 
significantly increase the size of the secondary market in 
the years ahead. While annual PD fundraising has dipped 
slightly from 2017’s high of $129 billion, 2019 still saw 
$120 billion raised for PD funds, just ahead of the five-year 
annual average of $119 billion as at the end of last year13.

Figure 2: Private debt unrealized value vs. turnover rate

Figure 3: Private markets unrealized value vs. turnover rate
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Source: PD annual transaction volume from Greenhill Credit Secondaries Market Update January 2019. *2019 turnover rate is based on 
the $9.2 billion of PD secondaries observed by Pantheon over 2019. Private markets annual transaction volume from Greenhill Global 
Secondary Market Trends & Outlook January 2020. Transaction data are divided by unrealized value data from Preqin as at December 2019, 
accessed September 2020. There is no guarantee these trends will persist. All projections, forecasts or related statements or expressions 
of opinion are forward-looking statements. Although Pantheon believes that the expectations reflected in such forward-looking statements 
are reasonable, it can give no assurance that such expectations will prove to be correct, and such forward-looking statements should not be 
regarded as a guarantee, prediction or definitive statement of fact or probability.
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Secondary markets — a natural next step

While secondary markets for LP interests in private markets are a relatively new development, they can be a natural 
evolution of primary markets. They can enable a liquidity mechanism that has been around for decades for other 
securities, such as traditional stocks and bonds. Given the long-term horizons of private market programs, there are 
clear differences in the potential scope of these markets. However, there is an obvious option for the trading of LP 
interests in private markets, not only in equity but extending to debt – as the below examples show.

There are various factors driving the increasing volume of PD secondary transactions, which are for the most part 
consistent with the broader PE secondary market. Two are key:

Active portfolio management
Institutional investors are proactively 
choosing to use the secondary market 
to rebalance their portfolios, rather than 
being forced to market only in situations of 
distress14. This can be attributed to a variety 
of reasons, including:

f changing macro and asset allocation calls 
and subsequent strategy adjustments;

f reducing excess exposures arising as a 
result of write-downs in other areas of a 
portfolio; or merged programs requiring 
allocations to be adjusted.

GPs seeking liquidity options 
for LPs
GP-led restructurings, tenders, and fund 
re- capitalizations accounted for $26 billion 
of private markets’ secondary dealflow in 
2019, 30% of overall secondary activity15.
While these types of deals are not yet quite 
as prevalent in PD, we expect them to 
become increasingly common. They may 
potentially become a bigger driver of volume 
in the future, particularly in the wake of the 
Covid-19- related market dislocation.
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GP-Lead deals 

Traditional LP deals





Secondary transactions can vary greatly in scope but can broadly be divided into two camps: traditional sales of LP 
interests and the relatively new arrival of GP-led deals.

The anatomy of PD secondary 
transactions

In a GP-led deal, the fund manager proactively seeks a liquidity solution that all LPs may benefit 
from. This can be via tender offers, fund restructurings or new funds, known as continuation 
vehicles. Such transactions not only affect the composition of the LP base, they can also impact 
the structure and terms of the vehicle holding the assets.

These transactions can allow a buyer with a strong network of GP/LP/intermediary relationships 
to have greater influence on deals. This is not only regarding the economic terms: in the context 
of carving out assets from an existing fund, they can allow for negotiation over the mix of assets 
being acquired. This tends to increase the complexity of deals.

In LP deals, an existing investor obtains liquidity before the vehicle’s termination by selling their 
interest (unrealized value + unfunded commitment) to another LP interested in acquiring the 

position. These transactions affect the composition of the LP base, but not the structure or 
terms of the fund.

Such deals tend to be more uniform in nature and do not allow for the same level of flexibility and 
negotiation as a GP-led transaction. Strong relationships are still key to ensure visibility of, and 

access to, dealflow. Complexity is not a barrier to entry in the same way as GP-led deals.
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Possibilities for the future
When a private market reaches a certain scale and 
maturity, the emergence of a secondary market is a 
natural derivative effect. For private equity, growth 
started in the early 2000s and accelerated in the 
wake of the financial crisis later in the decade. While 
Covid-19 disrupted deal-making in Q2 2020, this appears 
temporary. Covid aside, the overall movement in recent 
years has seen deal volumes move from strength 
to strength as transacting in secondaries started to 
become regarded as a valuable option for LPs to adjust 
exposures. 

Infrastructure followed a similar timeline, with the 
catalyst being the historically low yields on traditional 
fixed income investments in the wake of the global 
financial crisis that pushed income-seeking investors into 
new asset classes.

The private debt market may be sufficiently mature to 
support a viable secondaries market, with a maturing 
stock of PD primaries set to fuel the pipeline of 
secondary deals coming to market. This is underpinned 
by a macroeconomic backdrop that is keeping yields 
suppressed on more traditional income-generating 
assets and putting alternatives in the spotlight16.

The PD market to increase to 

This projection is based on the continuation 
of the 12.2% compound annual growth rate 

(CAGR) over the 10-year period between 
2010 and 201917.

 ~$1.5 trillion

PD secondary market volume to grow to

Based on ~$1.5 trillion projected market 
size, 68% unrealized value / AUM ratio as 
of December 2019, and the 1.3% average 

turnover rate of broader private markets over 
the period 2010 to 201918.

 ~$14 billion p.a.

In the next five years, we expect
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1  Market expansion documented in the press, such as: 
https://pitchbook.com/news/articles/from-niche-to-normal-the-global-secondaries-market-commands-attention

2 Market expansion documented in the press, such as: 
https://www.bloomberg.com/news/articles/2019-09-22/how-private-credit-soared-to-fuel-private-equity-boom-quicktake

3 Preqin, ‘Private Debt Keeps Maturing through a Stuttering 2019’, https://docs.preqin.com/press/PD-Global-Feb-20.pdf
4 Pantheon opinion.
5   No representative 3rd party data on dealflow available.
6 Pantheon internal data, as at 31 March 2020.
7 Pantheon analysis of Preqin data to 30 December 2019. While recent events continue to disrupt the financial environment, this is contributing 

to demand for liquidity solutions in the credit space. We expect long-term momentum to remain strong for the secondary private debt market, 
however there is no guarantee this trend will persist.

8  Greenhill Global Secondary Market Trends & Outlook, January 2020.
9 Pantheon analysis of data from Greenhill Global Secondary Market Trends & Outlook, January 2020.
10 Greenhill Global Secondary Market Trends & Outlook, January 2020.
11 Pantheon internal data, as at 31 March 2020.
12 No representative 3rd party data on dealflow available.
13  Pantheon analysis of Preqin data, accessed September 2020.
14  Pantheon opinion.
15  Greenhill Global Secondary Market Trends & Outlook, January 2020. 
16 Private markets fundraising reached its highest annual level in 2019 at $940 billion according to data from Preqin, accessed September 2020.
17 Pantheon analysis of Preqin data to 30 December 2019, accessed September 2020.
18 Pantheon analysis of Preqin data to 30 December 2019, accessed September 2020. While recent events continue to disrupt the financial 

environment, this is contributing to demand for liquidity solutions in the credit space. We expect long-term momentum to remain strong for the 
secondary private debt market, however there is no guarantee this trend will persist.

Endnotes

https://pitchbook.com/news/articles/from-niche-to-normal-the-global-secondaries-market-commands-attention
https://www.bloomberg.com/news/articles/2019-09-22/how-private-credit-soared-to-fuel-private-equity-boom-quicktake
https://docs.preqin.com/press/PD-Global-Feb-20.pdf


IMPORTANT DISCLOSURE

This publication has been prepared solely for illustration, educational and or discussion purposes. It does not constitute 
independent research and under no circumstances should this publication or the information contained in it be used or 
considered as an offer, inducement, invitation, solicitation or recommendation to buy or sell any security or financial instrument 
or service or to pursue any investment product or strategy or otherwise engage in any investment activity or as an expression of 
an opinion as to the present or future value or price of any security or financial instrument. Nothing contained in this publication 
is intended to constitute legal, tax, securities or investment advice. 

This publication may include “forward-looking statements”. All projections, forecasts or related statements or expressions of 
opinion are forward looking statements. Although Pantheon believes that the expectations reflected in such forward-looking 
statements are reasonable, it can give no assurance that such expectations will prove to be correct, and such forward-looking 
statements should not be regarded as a guarantee, prediction or definitive statement of fact or probability. 

Pantheon has taken reasonable care to ensure that the information contained in this document is accurate at the date of 
publication. However, no warranty or guarantee (express or implied) is given by Pantheon as to the accuracy of the information 
in this document, and to the extent permitted by applicable law, Pantheon specifically disclaims any liability for errors, 
inaccuracies or omissions in this document and for any loss or damage resulting from its use. Unless stated otherwise, any 
opinions expressed herein are current as of the date hereof and are subject to change at any time. Unless stated otherwise all 
views expressed herein represent Pantheon’s opinion. 

This document is distributed by Pantheon which is comprised of operating entities principally based in San Francisco, New York, 
London, Dublin, Hong Kong and Tokyo. Pantheon Ventures Inc. and Pantheon Ventures (US) LP are registered as investment 
advisers with the U.S. Securities and Exchange Commission (“SEC”) and Pantheon Securities LLC, is registered as a limited 
purpose broker-dealer with the SEC and is a member of the Financial Industry Regulatory Authority (“FINRA”) and the Securities 
Investor Protection Corporation (“SIPC”). Pantheon Ventures (UK) LLP is authorised and regulated by the Financial Conduct 
Authority (FCA) in the United Kingdom. Pantheon Ventures (Ireland) DAC is regulated by the Central Bank of Ireland (“CBI”). 
Pantheon Ventures (HK) LLP is regulated by the Securities and Futures Commission (“SFC”) in Hong Kong. 

The registrations and memberships described above in no way imply that the SEC, FINRA, SIPC, FCA of the SFC have endorsed 
any of the referenced entities, their products or services, or this material. 

All materials published on the Site are protected by copyright, and are owned or controlled by Pantheon as the provider of 
the materials. If you download any information or software from this Site, you agree that you will not copy it without the prior 
written consent of Pantheon or remove or obscure any copyright or other notices or legends contained in any such information. 
Copyright © Pantheon 2020. All rights reserved. 
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