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Tightened liquidity and a volatile economic outlook will
continue to drive the market forward, according to Rakesh (Rick) Jain,
partner and global head of private credit, and Toni Vainio, partner and

head of European private credit, at Pantheon

Credit secondaries pipeline
as robust as ever

What are the current

drivers of demand in
private credit secondaries and
how is the market shaping up
for 2025?
Rakesh (Rick) Jain: We are continu-
ing to see increased market acceptance
from sellers in using the secondar-
ies market to facilitate liquidity, risk
management and general portfo-
lio management needs. Historical-
ly, liquidity needs have been driven
primarily by market factors like
the denominator effect or a regulatory
issue.

Today, in addition to those his-

torical-use cases, demand for liquid-
ity can be a portfolio management
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consideration as well. For example,
some LPs may want a more opportun-
istic bent to their portfolios, while oth-
ers may want to reduce the number of
GP relationships offering similar expo-
sure to yield-orientated strategies.

In terms of the market outlook, we
originated approximately $36 billion
of dealflow last year and Pantheon in-
vested close to $3 billion of private
credit capital. We continue to see our
pipelines as robust as they have ever
been. We expect that continued drags
on liquidity in the market, along with

market uncertainty, will drive demand
going forward.

Toni Vainio: When we consider the
market outlook, we have seen larg-
er and larger transactions coming to
market. Five years ago, it was one or
two funds in a deal sized on aggre-
gate at less than $100 million; now, it
is large single-fund stakes or portfolios
of funds across senior as well as oppor-
tunistic credit funds.

We also see another layer of deal-
flow coming from general partners
looking to proactively accelerate dis-
tributions back to their LPs, whether
that is via continuation vehicles, trans-
fers of separately managed accounts to
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a secondaries buyer, or balance sheet
liquidity transactions. There is a lot
more of that activity taking place at
scale, with deal sizes often in the $100
million to $1 billion range.

There are few scaled players out
there, but those that have the scale and
the platform are seeing bigger transac-
tions to meet the liquidity needs of the
market.

What about the buyside - is

the market undercapitalised
at this point and how do you see
that changing?

RJ: From a supply-demand perspec-
tive, it depends on where you play in
the market as a secondaries buyer. For
smaller transactions, particularly small-
er LP trades, there are numerous choic-
es for buyside capital.

At the larger end of the market,
for more complex deals with bigger
deal sizes, the buyer universe is not as
deep. That is why the scale, depth and
breadth of a platform, plus track record
and relationships in the market, are so
important. Undercapitalisation does
exist, but it depends on where you play
and what your edge is.

What are your predictions for growth in credit

secondaries moving forward?
RJ: We are incredibly optimistic about growth because the primary asset
class is large and expanding. There are clear trends driving the growth of
private credit even further, such as the demand for yield, for asset class
performance and for capital efficiency. As the primary market continues to
scale, there will be accelerated demand for secondaries market liquidity.

We expect to see another $140 billion of deals cumulatively over the

next three years and everyone is going to have an opportunity to participate
in different parts of that market over time.

TV: The $1.7 trillion private credit market figure really only includes
primary closed-end funds, but you also have other evergreen vehicles,
SMAs and balance sheet credit exposures that add to that. So, the market
is actually quite a lot larger than people fully appreciate. In periods of
heightened liquidity need or in periods of rebalancing due to macro events
or uncertainty, our type of capital is in high demand.

For investors coming into an illiquid asset class, we are providing
that opportunity for rebalancing and tapping liquidity that is a feature
of a robust and healthy market moving forward. That is what drives our
optimism about future growth trends.

T'V: To put that in context, in private
equity secondaries, there is generally
one-and-a-half to two years’ worth of
dry powder available to service annu-
al liquidity needs in the market, with
more than 100 players.

In private credit, because market
participants focus on different strate-
gies, geographies and types of deals,
generally we see less than a handful of
players and there’s a lack of consisten-
cy in market or deal participation. We
think the dedicated dry powder availa-
ble is closer to six months to a year. In
specific instances, where there is scale
and complexity, we’ve distinguished
ourselves as the go-to player in the
market.

How are LPs viewing the

asset class - what benefits
are they getting beyond the
obvious?
TV: There are two strands to the ben-
efits. First is the investor experience,
with higher velocity of capital, faster
deployment, immediate uplift due to
discount reversals and immediate yield
meaning this is a complementary way
to get access to the asset class.

Second is the risk profile, with vis-
ibility into high-quality diversified
credit portfolios meaning the probabil-
ity of getting an attractive risk profile is
high, given the lack of single loan con-
centrations.

How do risks and returns
in credit secondaries
compare with other parts of the

secondaries market?

RJ: Fundamentally, the drivers of re-
turn are different in private credit
compared with other asset classes. Our
investment philosophy in credit is fo-
cused on capital protection, buying
high-quality portfolios or assets where
we have an edge in terms of informa-
tion, sector or company knowledge, or
GP relationship. We are then captur-
ing value through coupon/contracted
yield, purchase price, structuring and
identifying embedded value. In other

May 2025 e Private Debt Investor 27



28 Private Debt Investor e

Secondaries

words, there are multiple ways to drive
value and compelling outcomes.

We bring value to the table through
active portfolio management, whether
through governance on recycling, in-
creasing GP alignment on portfolios
or through better structuring of fund
terms. We are less interested in buying
portfolios that are significantly trou-
bled from a performance perspective,
are heavily mismarked or have binary
outcomes. Our clients are focused on
predictability, consistency and stability
in terms of performance.

That means we also avoid or dis-
count certain sectors that are more cy-
clical or capital-intensive in nature. We
avoid strategies that depend on high
levels of leverage to achieve returns,
for example, and large single loan ex-
posures.

TV: One thing we try to do is identify
pockets of attractive valuation from a
‘pull to par’ perspective on these loan
books. That may be where there is a
technical reason why loans are not held
at par and we can identify pockets of
value, or there may be some small eq-
uity exposures that lenders mark con-
servatively.

We can find pockets of value in a dif-
ferent way than in private equity, which
is much more geared to underwriting
earnings growth and multiple arbitrage
on exit as opposed to underwriting in-
come generation and some ‘pull to par’
in the book.

Where are the biggest

areas of growth and
innovation in credit secondaries
today?
RJ: Thematically, it has been around
GP liquidity solutions. This is an area
we have deep expertise in, having com-
pleted 40-plus transactions over the
last five years, but that is a category
that continues to experience meaning-
ful growth.

The penetration of those types of

opportunities is still extremely low,
but GPs are recognising the benefits
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to them and their investors. We are
seeing several multi-billion-dollar as-
set portfolios coming to market where
GPs are looking to simplify their fund
complexes, drive liquidity back to their
clients and use the credit secondaries
market to grow their platforms or stay
incumbent in portfolios.

Another area of innovation on the
capital formation side is related to in-
surance interest in the asset class. We
have a large insurance client base and
they are increasingly attracted to rated
and capital efficient structures to access
private credit secondaries and the ben-
efits of those portfolios.

TV: A lot of the initial focus in credit
secondaries was around the senior se-
cured direct lending space. We have
started now to see more activity and li-
quidity needs coming out of opportun-
istic credit, asset-backed lending and
special situations strategies. The need
for liquidity is growing substantially
there, so that is gaining more attention.

The other growth area is around
evergreen vehicles from a fundraising
perspective. We have seen the growth
in capital formation for secondaries-fo-
cused private equity evergreen funds

“At the larger end of
the market, for more
complex deals with
bigger deal sizes, the
buyer universe is not

as deep”

RAKESH (RICK) JAIN

and we believe there is a role to provide
investors with credit secondaries as an
evergreen product as well. We see in-
terest from wealth channels in particu-
lar, and we think this is an area for us to
be relevant as a provider of interesting
vehicles and products.

What are the dynamics in

GP-led versus LP portfolio
deals and how are volumes
changing over time?
TV: Five years ago, this was mostly an
LP liquidity market. These days, from
the top of the funnel, there is almost as
much coming from GPs as LPs. That
is either GPs calling us because they
have an LP that needs liquidity or they
are looking at the existing vehicles they
manage to accelerate liquidity via con-
tinuation vehicles, SMAs or balance
sheets. It is broader than just one type
of GP solution.

GPs are now much more actively
managing their own vehicles to bring
in duration where, because of a lack of
M&A and covid, duration has extend-
ed.

GP-led are very different in private
credit versus private equity because we
are looking at portfolios of sometimes
300 loans rather than single assets. The
motivation to do a GP-led in credit is
to optimise the investor experience and
accelerate liquidity as opposed to rid-
ing the upside for longer on a trophy
asset.

RJ: We look at both GP-led and LP-
led deals similarly in terms of risk/
reward, but they have their respective
benefits and considerations as well
from a channel perspective. Private
credit is now a $1.7 trillion asset class
with around 1,200 GPs and many dif-
ferent growth drivers. It is hard to pre-
dict which of those LP or GP channels
will scale the fastest and how volumes
will change going forward. However,
as a long-standing capital provider in
credit secondaries, we have the scale
and experience to invest across all deal

types. m



Important disclosure

The above is a reprint from Private
Equity International, published May
2025. 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 Rakesh (Rick)
Jain and Toni Vainio 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
invest-ments 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 re-sponsibility 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 expec-tations reflected in such
forward-looking statements are
reasonable, they can give no
assurance that such expecta-tions will
prove to be correct, and such forward-
looking statements should not be
regarded as a guarantee, predic-tion
or definitive statement of fact or
probability.
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