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o-gsset deals:
timate win-win

These transactions bring advantages for LPs, GPs, management teams

and secondaries buyers, say Kevin Dunwoodie and Charlotte Morris,

partners in Pantheon’s global secondaries team

How can single-asset

deals help to solve
challenges faced by LPs, GPs
and management teams?
Charlotte Morris: These deals work
for LPs because they can access li-
quidity that was either not previously
available, or that created other issues
such as loss of control or longer time
to exit —and they can do so at attractive
valuations.

This is beneficial to GPs, who above
all else want to keep their LPs happy.
At a time when managers are coming
back to market quickly, generating dis-
tributions on earlier assets can create
capacity with those LPs, allowing them
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to commit to the latest fund. The GP
can also participate in and fully realise
the continuing upside of their best in-
vestments, which otherwise would have
been sold to a third party.

Management teams, meanwhile, can
continue to work with an existing and
trusted owner and, at the same time,
have the opportunity to take some li-
quidity while offering new team mem-
bers who were not around when the
original transaction was cut a chance to
participate.
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Why might this model be

preferable to a traditional
hold followed by a trade sale or
secondary buyout?
Kevin Dunwoodie: The key is that
the GP retains control of the invest-
ment. Previously, they would have
had to sell to a competitor as the fund
reached the end of its term — and then
potentially watch that buyer generate
attractive returns from an asset that
the GP knew was high quality. With a
GP-led deal, the fund manager can
maintain the momentum of the compa-
ny and retain that positive working re-
lationship with the management team,
which may even attract greater returns
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than were possible in the first leg of the
investment.

The single-asset structure also pro-
vides the GP with the capital needed
to support the business going forward,
which may not have been available
within the original fund construct and
can be used to finance acquisitions or
other strategic initiatives.

Why are these deals

attractive for buyers?
CM: Often, these transactions involve
trophy assets. We invest alongside a
GP and a management team who know
that company inside out and have a
clear plan for creating value during the
longer hold. Ultimately, these trans-
actions are driven by an equity story
that the GP wants to capture, wheth-
er with transformational M&A, or a
change in the market environment that
could drive the next phase of growth.
These deals also have the classic feature
of a secondaries deal, in that they are
known assets that we can diligence in
detail. Our risk is therefore moderated
in contrast to blind pool capital.

What else do you look for

in a single-asset deal?
KD: In addition to the quality of the
asset, we are looking for strong align-
ment. We want to see the GP rolling
the vast majority, if not all, of its carry.
We need to be convinced the GP —and
the management team — are primarily
buyers in the transaction. The GP will
often put additional capital into the
deal, including capital from its most re-
cent fund. We also want the alignment
structure to incentivise the GP to pro-
duce exceptional returns, so tiered car-
ry is important. In short, the GP should
only do well if we do well.

CM: Another key selling point for us
would be the opportunity to work with
a GP where we have an existing rela-
tionship. We start with a strong foun-
dation of trust and can fully evaluate
the quality of the asset in which we are
already invested.

How do you manage risks

around valuation and
potential conflicts of interest?
CM: We are looking for validation that
the price is arms-length. This can come
from an external third party, or from a
competitive process. In order to assure
independent management of the pro-
cess and transparency, GPs will typi-
cally engage a secondaries adviser. This
is important for existing LPs as well,
to ensure conflicts of interest are well
managed. It is vital to have the LPAC
on board with the transaction and to
ensure that the GP is being open with
investors so that any potential conflicts
are addressed.

“As these deals
become more widely
understood, we

will continue to see
trophy assets come to

the market”

CHARLOTTE MORRIS

How competitive is the

single-asset market
today?
KD: There is certainly competition,
but less than we are seeing on the LP
side of the market. Few firms have the
capability to lead these transactions
and drive terms. Meanwhile, there are
some deals in the GP-led market that
are not getting done because there is
less capital available than there are op-
portunities to invest.

CM: We also find that middle-market
deals, in which we have significant ex-
perience, can be less efficient and less
competitive. Some secondaries buyers
would not necessarily dedicate resourc-
es to deals involving more moderate

cheque sizes, or they may not have ac-
cess to these deals because mid-market
GPs can be more restrictive in who
they approach. Mid-market assets also
typically have multiple exit routes. For
all these reasons we are finding some
interesting opportunities where we
have a competitive advantage.

What does it take to be

successful in this space?
KD: It is hugely beneficial to have a
global platform with a network of GP
relationships from which to originate
deals and gain an information advan-
tage. I also think GPs prefer to work
with groups that support them on a
primary basis. The GP ultimately de-
cides the winning bidder and it doesn’t
always come down to price alone; rela-
tionships are key.

CM: Scale and expertise of the re-
sources available to you are also impor-
tant. You need a large team to diligence
and negotiate the structuring of these
transactions and the experience nec-
essary to dig deep into the underlying
companies.

What does the future hold

for this part of the market?
KD: This is a new and important way
for GPs to consider holding and exit-
ing their assets that enables them to
retain control of their best compa-
nies and maximise potential returns.
So, I think growth in this market is a
long-term trend.

CM: This is just the tip of the iceberg.
We have already seen the impact of
GP-leds on secondaries volumes over
the past couple of years and that is just
the GPs that have entertained the idea
so far — the first movers. As these deals
become more widely understood, we
will continue to see trophy assets come
to the market. For us, that means the
opportunity to participate in some real-
ly exciting growth stories, without the
drag effect of less successful assets that
might exist in a fund. m
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Important Disclosure

The above is a reprint from the GP-led
secondaries special report, published February
2022 by Private Equity International. PEI Media
has provided Pantheon with the permission
and authority to make this report available on
Pantheon’s websites and social media profiles.

The views and opinions expressed herein by
Kevin Dunwoodie and Charlotte Morris are
their own as of the date of the publication,
and may change in response to changing
circumstances and market conditions.

Under no circumstances should these views
and opinions in this article be construed by
any reader as investment, securities, legal, or
tax advice. The information contained herein
should not be deemed as a recommendation
to purchase or sell any securities or
investments.

No representation or warranty, express

or implied, is made or can be given with
respect to the accuracy or completeness

of the information in this article. In general,
alternative investments such as private equity
involve a high degree of risk, including
potential loss of principal invested, are highly
illiquid, can charge higher fees than other
investments, and typically do not grow at an
even rate of return and may decline in value.

Information, opinions, or commentary
concerning the financial markets, economic
conditions, or other topical subject matter
were prepared, written, or created prior

to posting this article on this Site and do

not reflect current, up-to-date, market or
economic conditions. Pantheon disclaims any
responsibility to update such information,
opinions, or commentary.

In addition, past performance is not indicative
of future results, future results are not
guaranteed, and loss of principal may occur.
This article may include “forward-looking
statements”. All projections, forecasts or
related statements or expressions of opinion
are forward-looking statements. Although the
interviewees believe that the expectations
reflected in such forward-looking statements
are reasonable, they 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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