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Although the mid-market private equity sector may by its very definition be made
up of smaller transactions, it is far bigger than its large-cap counterpart, with some

jumbo-sized attractions to match.

Certainly, the mid-market is not a niche part of this growing
industry’. Between 2014 and 2024, around 96% of all buyout
private equity deals across the US and Europe happened in
the mid-market?, meaning there is a huge opportunity set for
investors to tap into in this segment of the market.

The mid-market also offers some of the most interesting
terms of all private equity deals seen globally, not least

the potential for more attractive valuations. Indeed, between
2009 and 2024, while large- and mega-cap buyout funds
saw median enterprise values to EBITDA multiples averaging
11.4x, small- and mid-cap buyout funds averaged 9.6x3.

The leverage ratio on small- and mid-cap transactions is
also smaller than larger deals, averaging 3.9x compared

to 5.7x for large and mega buyout funds over the same
2009-2024 period“.

Figure 1:

Average Change
in Revenue & EBITDA
from Entry to Exit

116%

43%

As mid-market buyouts are more likely to be the first
instance in which founder-led companies are offered
institutional capital, we believe that there are a greater
number of value creation levers that can be pulled over

the tenor of sponsors’ ownership, meaning there are more
opportunities to improve an asset’s operating performance.
Similarly, smaller assets are, of course, most likely to have
the greatest potential for growth.

For mid-cap firms, the average change in revenue from a
sponsor’s entry to exit is around 116%, 2.7x times higher than
seen for large-cap firms. Similarly, the average change in
EBITDA from entry to exit is 126% for mid-cap companies,
3.6x higher than for large-cap assets.
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Source: Morgan Stanley — The Case for the Middle Market Private Equity Investing (May 2025).

'Pantheon defines the mid-market as small or medium buyout, with key operating metrics including revenue up to $1 billion, EBITDA up to

$150 million, and EV up to $2.5 billion.
2Source: Pitchbook, May 12, 2025.

3According to Pantheon internal data and analysis as of December 31, 2024. Analysis derived from underlying company data from 3,723
companies, where EV/EBITDA data is available. Analysis includes small and medium buyout based on Pantheon internal classification.

4As above.
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We also see greater potential for enhanced exit optionality
in this part of the market, with mid-cap assets more likely
to be sold to strategic buyers than to be divested via the
potentially volatile IPO market than large-cap names.
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Source: Pantheon internal data and analysis as of December 31, 2023. Analysis derived from data sourced
from Pantheon portfolio GPs and includes 856 underlying company realizations over the period 2009-2023
out of a total sample size of 2,343 companies over the period. Analysis includes buyout exits based on
Pantheon’s internal classification.
These factors result in stronger top-down performance interquartile range is around 300 basis points wider for mid-
statistics, and between 2006 and 2021 the median net market funds compared to large-cap funds, while during
internal rate of return for mid-market PE funds stood at the volatility of the global financial crisis it was around

14%, compared to 12.9% for large-cap funds. However, this 650 basis points wider. This highlights the importance of
same data set also shows that the rate dispersion of returns  accessing the top-tier funds; as well as the potential for

is higher for mid-market funds. Over the same period, the outperformance, underperformance is also a real possibility.
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Source: Preqin. Fund performance data accessed on April 16, 2025, using the most recent reported data.
Includes fund vintages 2001-2021. Size classification by Fund Size (Mid-market: under $5B; Large-cap: over
$5B).
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All about relationships

Although the private equity mid-market may be vast, it
can be difficult to identify the best mid-market funds as
there are so many operating in this space, and once you
know who you want to invest with, accessing their funds
may be difficult because the funds are small and they will
likely already have an established LP base. The sponsors
in this segment of the market are likely to be sector or
regional specialists, and relationships matter if you want
to access and transact alongside the best managers with
the deepest industry knowledge and capabilities. This, of
course, is attractive in itself — given the sponsors worked
with are more likely to have deep, experienced insights into
their sector — but it does mean that long-term and deep
relationships become ever more important to investors.
GPs value investors who can provide them with a full
suite of solutions from blind pool capital to co-investment
capabilities as well as secondary experience for CVs.

Scaling up

One of the key questions we get from investors is how

it's possible to scale returns in the mid-market, without
changing strategy to focus on larger deals over time. In
our view, the differentiated benefits of the mid-market
space are attractive enough to maintain our focus on the
smaller end of the market, so if we do not turn to large-
cap transactions we look to go deeper into the mid-market
instead.

SSource: Preqgin, to May 5, 2025.

This is not just about adding more sponsors to invest

in alongside our roster — although this is an option -

but also about building out our relationships with our
existing sponsors, to ultimately become genuine strategic
partners. Here, we not only leverage our existing expertise
and relationships, but also tap into the depth of those
relationships and our status as an early backer on many
deals to ensure that we are operating from a position of
strength with our sponsor partners to boost our allocations
with managers from the access-constrained mid-market.

Investor appetite for mid-market private equity is growing,
with dry powder in this sector close to record levels at
$787 billion as of September 20245, But we believe that it
is the investors with strong existing relationship across the
segment and a long, deep expertise of the market that will
be best placed to access the value on offer in this small
but mighty asset class.
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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, Singapore, 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 authorized 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 (Singapore) Pte. Ltd holds a capital markets service license from
the Monetary Authority of Singapore (“MAS”) to conduct fund management with accredited and institutional investors.

The registrations and memberships described above in no way imply that the SEC, FINRA, SIPC, FCA, or 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.
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