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The economic backdrop at the mid-point of 2026 is truly 
remarkable. There is such a dramatic shift underway in 
our geopolitics that some have called it the end to the 
post-World War Two order: it’s showing in trade tensions 
and tariffs, in two separate military conflicts, and in the 
supply shocks that have emerged from them. In some 
areas, politics are as polarized as they’ve ever been, and 
the growth in government spending and debt is inexorable. 
In addition, while AI is clearly a significant and exciting 
opportunity, it also represents a risk to certain industry 
segments and labor pools. And as long as these  
larger issues are in play, we should expect a greater level 
of volatility, higher levels of uncertainty, and dampened 
consumer confidence.  

In the US, consumer confidence has already fallen to its 
lowest recorded level since the University of Michigan 
survey began in 1952.

 
But surprisingly, against this volatile and uncertain 
backdrop, there’s been real resilience in global growth, and 
GDP forecasts have remained intact.
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The world is in the midst of what could be an era-defining evolution. The opportunities brought about by AI are 
incredibly exciting but it is coming at a time of increased fragility across a number of other larger economic forces. We 
are undergoing a period where every year seems to bring a new set of significant macro and geopolitical events, which 
creates a challenging backdrop for investors. These events are occurring with increased frequency and we think this is 
due to a number of larger structural forces at play, including a changing geopolitical landscape, a seismic technological 
shift, an increasingly polarized political landscape, and higher amounts of leverage in the system. But through it all, 
economic growth is holding up and public equity market performance has been strong. We think this dichotomy can be 
explained by AI-related growth and spend, as well as the amount of monetary and fiscal support that is at play.   
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Corporate earnings have also remained strong in the 
US, with 12-month forward earnings projections actually 
accelerating.

Similarly, the public market performance across many 
regions has been very strong, no more so than in the S&P 
500, where valuations are now close to an all-time high.

Why, when so many large, transformative events are 
happening across the world, has there not been more of 
an impact across our markets and economies? In part, the 
markets’ resilience has been supported by the significant 
level of liquidity now at play in the system. Public debt to 
GDP is now well over 100% for advanced economies, and 
emerging markets are on their way to these levels.

Many economists believe the elevated level of monetary 
and fiscal stimulus is finding its way into corporate profits 
which continue to be high relative to historical levels – a 
dynamic that simultaneously supports market valuations 
and makes the inflation problem harder to solve. 

The AI risk – and opportunity

The wider economic resilience though has also been 
driven by the strength of the AI trade. In particular, in 
public markets, we’ve seen a strong performance from The 
Magnificent Seven technology stocks and semiconductor 
companies really driving the market forward, while the AI 
productivity boom has helped mitigate any weaker earnings 
across the rest of the S&P 500. 

Source: Bloomberg

Source: IMF; Center for Financial Stability

Source: Bloomberg

Source: LSEG for MSCI ACWI Index, MerQube MAG7 Equal-Weighted Index and 
iShares MSCI Global ETF, Bloomberg S&P 500 ex Magnificent 7 Index
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The first half of 2026 brought plenty of doom and 
gloom headlines around software and AI risk, with the 
SaaSpocalypse 48-hour sell-off in February wiping around 
$285 billion from software-as-a-service valuations. But at 
the end of the first half, it is becoming clear that companies 
with the right attributes – those that are well embedded 
with their customer base and with handling their client data 
– may be set up to win in this environment. These are the 
firms that may have the opportunity to use AI to deepen 
their relationships with their customers and to open up new 
revenue streams within their client bases, and already SaaS 
companies are buying, developing, and embedding AI tools 
to develop their capabilities.

There is, however, real pressure on those firms that do not 
have the best attributes, and this dynamic is creating real 
dispersion in the market. We’re currently in the midst of that 
sorting process, dividing the winners from the losers, but 
what is clear is that while the outcome for software firms is 
not going to be as bad as was initially feared, the outlook is 
never going to be as good as it once was for all software.

Whatever happens with software firms, it’s clear there’s a 
huge opportunity emerging with the AI infrastructure build-
out. The amount spent globally on AI-related infrastructure 
may reach $2.6 trillion in 20261, and the AI data center 
build-out is projected to require nearly $7 trillion by 20302. 

These figures of course suggest that the size of the 
opportunity here is incredible. But it’s worth remembering 
that many big technological shifts we’ve seen in the past 
have been accompanied at some point in the cycle by 
overspending, overbuilding, and overvaluation. It was 
something seen with the development of the UK railroads, 
the telecommunications correction, and even in the build-
up of the internet in the late 1990s and early 2000s – all 
of these brought significant valuation growth, and then 
subsequent correction. 

With economists noting that current spending on the build-
out in AI is already contributing around 1% to US real GDP 
growth3, this is an issue that’s clearly having a huge impact 
on our economic outlook, and valuations and performance 
across the public markets. 

Public equity performance

Public debt performance

Q1 ’26 Performance

Loan price change by type of software business

Q2 ’26 (so far)

Source: CapIQ. Note: reflects move from Jan 20 to April 23

Sources: WSJ analysis (business classification); S&P Global Price Viewer (price 
changes)

1	 Source: Gartner, Forecast: AI Spending, Worldwide, 2025–2030, 1Q26 
2	 Source: McKinsey, The cost of compute, April 2025 
3	 Source: Dean Baker, CEPR, First Quarter GDP 2026, April 2026
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Private markets stay strong

Within the private markets, over the medium and longer 
term returns remain robust compared to their public 
counterpart indices, in particular across credit and 
infrastructure. 

In private equity, the comparables with public markets look 
tougher, in part due to the strength of the performance 
of public markets, but also due to more subdued private 
equity returns of late. This is an issue that has been more 
acute in the US than in Europe, but the combination of the 
higher purchase prices and interest rate hikes over the last 
half decade has resulted in multiple compressions across 
portfolios and lower exit activity.

Although we’ve seen strong operating performance in our 
private equity portfolios, this is not translating into growth 
in portfolio values across the markets. However, the 
discrepancy in performance between private and public 
markets should result in some improvement in private equity 
markets: we’ve already seen some sequential improvements 
in NAV growth within our portfolios. 

Volumes increase

At the end of the first half of 2025, we noted that any clarity 
around tariffs could result in a pick-up in volumes, and that 
was exactly what we got. Overall, private market volumes 
increased around 30% last year, driven by ramping activity 
in the second half, and 2026 has started strongly. 

Private credit

Private equity

Infrastructure

Source: Preqin as of December 31, 2025. Horizons over 1 year are annualized. 
Public indices are using Preqin’s PME calculation. It is not possible to invest directly 
in an index. Past performance is not indicative of future performance. Future results 
are not guaranteed, and loss of principal may occur.

Source: Preqin as of December 31, 2025. Horizons over 1 year are annualized. 
Public indices are using Preqin’s PME calculation. It is not possible to invest directly 
in an index. Past performance is not indicative of future performance. Future results 
are not guaranteed, and loss of principal may occur.
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In 2025, private equity volumes reached the second highest 
year for deal volume on record, boosted not least by the 
$57 billion buyout of video games firm Electronic Arts.

In private credit, global volumes rose around 70%, driven 
by the increase in private equity volumes, a pick-up in 
refinancing activity, and financings supporting the build-out 
of AI infrastructure. AI and digital infrastructure demand 
also supported the 30% growth of infrastructure volumes, 
alongside the higher growth in renewables and larger deal 
sizes. 

The landscape for exits and distributions continues to 
improve, albeit modestly, with distribution rates still below 
historical levels. 

Although the 13% distribution rate anticipated for the full-
year 2025 is up versus 2024, we are still far from the 10-
year average of 16%. We never expected a speedy return 
to a more normalized rate of exits and there continues 
to be a large backlog of aged companies. The continued 
sub-par distribution rate is having a dampening effect on 
fundraising.

Overall, fundraising in 2025 was flat on the previous 
year, but infrastructure fundraising was a real standout. 
Fundraising in this market was up more than 50% from 
2024, making it the highest year on record, owing in 
part to investors moving to the long-term stability of the 
infrastructure asset class in times of volatility and also due 
to investors being under-allocated to infrastructure. 

Private markets deal activity ($tn)

Global private capital raised ($bn)

Source: Preqin Pro as of May 2026, Private Equity includes Venture Capital Investments and the following Private Equity Investments: acquisition/buyouts, add-on & 
merger, corporate carve-out, and PIPE. X.Corp 2025, X.AI and WarnerBros 2026 transactions are excluded. There is no guarantee these trends will continue.

Global private capital distribution yields (as a % of NAV)  
have shown modest improvement

Source: Preqin as of April 21, 2026. *Colored bar represents Q1–Q3 2025; the 
dotted bar represents 2025 annualized.

Source: Preqin as of April 21, 2026. 
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While fundraising figures in private equity and private 
credit were down in 2025, the silver lining here is that we 
are chipping away at the amount of dry powder available, 
creating a better balance in the market between the supply 
of capital and the rate of deal flow.

The continued liquidity challenge has driven a growing rate 
of activity in the secondaries market, and 2025 brought 
another record year for volumes. 

In 2025, there were $226 billion of secondaries deals 
completed globally, up 41% on the previous record set the 
year before. Around 52% of sellers in 2025 that used the 
secondary market were using it for the first time, and there 
were record levels of sales of LP portfolios (which were up 
around a third year-on-year) and of GP-led deals (which 
rose around 50%). We firmly believe that GP-led deals are 
now here to stay, and at some point the volume of these 
transactions may surpass the sale of LP portfolios.

The current demand for liquidity will provide real investment 
opportunities in secondaries in the near term, although the 
mixed signals that continue across markets require careful 
navigation.

Secondary market transaction volume ($bn) 2025 secondary market transaction volume by strategy

Source: Evercore, January 2026, “2025 Secondary Market Highlights”; PJT Partners 
Q1 2026 Secondary Market Insights for Q1 2026 data.

Source: William Blair, March 2025, “2025 Secondary Market Report”. PitchBook, 
November 2025, “2029 Private Market Horizons” Estimated volume increase from 
Lazard, January 2026, 2025 M&A Review and 2026 Outlook
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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 US 
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, CBI, or MAS 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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