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GP-led deals have long been a feature of private equity, and now
they’re reshaping private credit. As direct lending funds reach

the end of their legal terms with seasoned loans still outstanding,
continuation vehicles, and other GP liquidity solutions are emerging
as a structural part of the market. These income-oriented
transactions require a sophisticated level of underwriting discipline
to evaluate.

In recent years, private credit fund
managers (“general partners” or “GPs”)
have become increasingly active
participants in the secondaries markets.
GP-led deals have become a more
prevalent way to provide liquidity solutions
to existing investors while allowing
managers to continue managing portfolios
of assets.

In GP-led transactions, a secondary
investor acquires a portfolio of existing
investments and participates in the
structuring of the vehicle, including
negotiation of fund terms, portfolio
composition, and governance. This
differs from limited partner-led (“LP-led”)
transactions, where an investor acquires
an existing fund interest and assumes the
original terms of the investment.

LP-led transactions can be viewed as
more standardized transfers of existing
interests, whereas GP-led transactions
often involve more bespoke structuring
and governance considerations, while
targeting comparable return outcomes.

GP-led transactions can offer enhanced
alignment, governance, and often greater
access to information, both pre- and
post-investment, than LP-led transactions.
They may also provide the opportunity

to select, or exclude, specific assets to
enhance the overall risk-return profile of
the transaction.

GP-led transactions are a well-established
feature of private equity markets. More
recently, this structure has emerged in
private credit markets as well. While the



PANTHEON PERSPECTIVES

I GP liquidity solutions: the new frontier in private credit

underlying concept is similar (a transfer of
one or more assets from an existing fund,
vehicle, or balance sheet into a newer
vehicle), the application in private credit
also has meaningful differences.

Private equity GP-led transactions are
typically concentrated investments, often
involving a single “trophy” asset or a small
number of assets, with returns driven
primarily from increases in the equity
value of a company at exit. In contrast,
private credit GP-led deals typically
consist of diversified portfolios of loans

to multiple borrowers. These investments
are generally income-oriented, with
returns driven by contractual cash flows
and repayment of principal over time. The
need for continuation vehicles (“CVs")

in credit funds is a result of credit funds
having recycling provisions and continuing
to make new long-dated loans well into
their investment periods. The duration

of underlying loans, therefore, does not
always align neatly with fund-level legal
terms, creating a need for GP-led liquidity
solutions.

The role of continuation vehicles

The use of continuation vehicles - typically

more complex, bespoke transactions — has

increased across private credit secondaries
as the market has matured.

Closed-end direct lending funds have
finite lifespans, often around seven

years, including an investment period

of four years followed by a three-year
harvest period (with potential extensions).
However, the underlying loans in these
funds often have longer contractual
maturities, and many direct lending funds
tend to end their harvest period with a
significant remaining portfolio.

As a result, a duration mismatch can
emerge between the duration of the
underlying loans and the legal term of the
fund. Even in well-performing portfolios,
a meaningful portion of loans may remain
outstanding as the fund approaches the
end of its legal term.

This is where continuation vehicles come
into play. These structures provide a
mechanism to address duration mismatch
by transferring the assets to a new vehicle
with a more appropriate legal time horizon
—and, potentially introducing additional
unfunded capital to support continued
capital requirements of the existing
portfolio not available in the current vehicle
construct — while offering liquidity to
existing investors.

In a typical continuation transaction,
assets are transferred from an existing
fund, vehicle, or balance sheet (often in
its harvest period) into a newly formed
vehicle managed by the same GP. Existing
investors are generally given the option

to either roll their exposure into the

new vehicle or sell their interests at a
negotiated price to new investors. The GP
continues to manage the assets, typically
with updated terms and extended duration.
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The continued growth of private credit as has supported the development of
an asset class, combined with increased continuation vehicles as a more widely
investor focus on secondary opportunities, utilized tool within private credit markets.

Types of GP-led transactions

GPs access the secondary market for a range of reasons beyond CVs, including:

Balance sheet optimization: Financial institutions or other holders of private
credit assets may seek to transfer exposures into dedicated investment vehicles,
often to support capital efficiency or to launch strategies inclusive of third-party
capital. Typical sellers include banks, insurance companies (possibly affiliated with
a credit manager), and GP stakes firms.

Joint ventures and strategic partnerships: These structures can allow GPs
to maintain and grow their asset base, with the potential to scale capital over time.
Typical structures involved include joint ventures with evergreen vehicles such as
private and public Business Development Companies (BDCs).

Tender offers: GPs may offer liquidity to existing LPs through a tender offer to
acquire their stakes in a mature fund, allowing them to either exit or maintain their
exposure (with fund economics and structure typically unchanged, though fund
terms may be extended).

Strip sales: GPs may sell a defined portfolio of loans from an existing fund or
vehicle to optimize diversification or reduce exposure to certain loans.
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GP liquidity solutions can provide a range of benefits to GPs and investors. Source: Pantheon. For
illustrative purposes only; reflects Pantheon’s current assessment.

Opportunity for GP-leds in BDCs, evergreen funds, and

interval funds

As of June 30 2025, assets held in
evergreen private credit funds, which
includes perpetual-life BDCs, interval
funds, and tender offer funds reached
$644 billion, up 28% from the end of 2024
and roughly 45% year-over-year." This
sector has continued to experience rapid
growth, with asset managers increasingly
targeting private wealth investors.2

An additional and growing source of
secondary opportunity is emerging from

BDCs and evergreen structures. Recent
market developments have highlighted

the potential for liquidity mismatches
within these vehicles, particularly where
redemption requests exceed the typical 5%
legal quarterly redemption threshold, and/
or available liquidity.

In recent cases?, these dynamics have led
to the gating or pro-rating of redemptions,
creating a need for liquidity solutions that
secondary managers can provide.

T With Intelligence, Private Credit Outlook 2026: Market Faces First Big Test, January 2026
2 With Intelligence, Private Credit Trends in 2025, 1 August 2025

3 For example: Fitch Ratings, as cited in “To Gate, or Not to Gate?,” Yahoo Finance, 13 March 2026; Robert A. Stanger
& Company, Inc., “Quarterly Redemptions Exceed Fundraising for the First Time in Non-Listed BDC Market”, 14 May

2026
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The CV underwriting framework

Underwriting of credit continuation vehicles focuses on both the quality of the underlying
loan portfolio and the structure of the transaction.

The evaluation of continuation vehicles covers five key areas:

Asset Quality and Portfolio Composition

CVs are composed of seasoned investments; therefore, investors can assess actual
borrower performance, including historical earnings, leverage trends, and ability to
generate free cash flow“. This provides greater visibility into credit quality compared
to newly originated loans. Evaluating both individual borrowers and overall portfolio
construction — including diversification across industries, sponsors, and companies
via a bottom-up approach - allows for a more informed view of portfolio risk and
expected performance.

Capital Structure Positioning

A key consideration in credit CVs is where the look-through investments sit within
the underlying borrower’s capital structures. For example, focusing on senior-
secured positions means that there is meaningful equity cushion beneath the
investment. Assessing attachment points, loan-to-value levels, and borrower capital
structures helps inform downside risk and potential recovery in stressed scenarios.

Alignment and Transaction Dynamics

As GP-led transactions, CVs involve the transfer of assets from an existing fund into
a new vehicle managed by the same private credit sponsor. Existing investors are
typically given the option to either roll their exposure or exit. The GP’s incentives -
including capital commitment and revised economics — as well as the rationale for the
transaction to assess alignment, should be examined.

4 Past performance does not guarantee future results.
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Pricing and Return Drivers

Investments in CVs are typically made at a negotiated price relative to the
underlying portfolio value at a previous reference date. Returns are driven by a
combination of contractual income, the repayment of principal over time, and

the potential benefit of purchasing assets at a discount to fair market value, as

well as pull to par from a loan book acquired below par. Other enhancers such as
negotiation of attractive fee and carry structures, as well as deferrals, can also
contribute to improving the return profile for a secondary investor. Discounts and
valuation recovery can contribute to returns in CV transactions; however, these are
not considered primary return drivers. While entry pricing plays an important role

in shaping both return potential and downside protection, any investment strategy
should be focused on acquiring interests in performing, high-quality portfolios, where
headline discount more often reflects liquidity dynamics and transaction structure,
rather than underlying asset weakness.

AR —
GP Quality

Partnering with experienced managers with strong work-out capabilities can mean
that GPs will be able to work through issues to preserve as much value as possible
in stressed scenarios, also serving as a potential risk mitigant to private credit
secondary investing.®

5 There is no assurance that such risk mitigation strategies will be successful, or that losses will be avoided or
minimized.
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The private credit distinction

While private credit continuation vehicles can offer differentiated characteristics,
they also introduce a distinct set of considerations that require careful evaluation:

A
Asset Selection and Adverse Selection Risk

As GP-led transactions, continuation vehicles involve selecting which assets

are transferred into the new vehicle. This creates the potential for adverse
selection, where certain assets may be more likely to be transferred than others.
Understanding the rationale for the transaction and evaluating the quality of the
underlying portfolio are therefore critical.

Valuation Considerations

Continuation vehicles are typically executed based on negotiated values for
existing assets. As a result, investors must assess the reasonableness of these
valuations, including the underlying assumptions and consistency of valuation
practices across the portfolio.

A
Structural and Leverage Considerations

Some continuation vehicles incorporate structural features such as fund-level
leverage or other forms of financing. While these structures can enhance
returns, they may also amplify losses in a downside scenario. Evaluating how
the structure behaves under stress is an important part of underwriting.

A

Liquidity Expectations

Although continuation vehicles can provide a mechanism for investor liquidity,
they remain private market investments. Liquidity is typically periodic and
subject to the portfolio’s organic refinancing activity, and may differ from
investor expectations.

These considerations highlight the importance of disciplined underwriting,
independent analysis, and alignment of interest when investing in private credit
continuation vehicles.
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Frequently Asked Questions

How durable are continuation vehicles across cycles, particularly as M&A and
exit activity becomes more prevalent in private equity?

Continuation vehicles are a structural and liquidity solutions), CVs are likely to remain
growing part of the market, rather than a core portfolio management tool for GPs.
purely cyclical. While the recent increase in  Fund-level decisions (such as recycling,
CV volume has been accelerated by slower  deployment pacing, and use of leverage)
M&A and exit activity (which has extended highlight the need for liquidity, reinforcing
hold periods and created a need for the relevance of CVs across market cycles.

Will the pipeline of CVs grow over time if return dispersion widens?

The pipeline of CV opportunities should secondly, GPs managing more complex
remain robust and even grow, particularly assets may use CVs to secure additional
in an environment of increasing time and capital for value creation plans
performance dispersion. Wider dispersion to be effectuated. As a result, both
drives two dynamics: firstly, GPs managing  the volume and heterogeneity of CV
stronger-performing portfolios may utilize opportunities are likely to increase.

CVs as a fund management tool, and,

How do CV investments perform relative to other deals of a similar vintage?

While CV transactions may close in a given CV performance is highly dependent

vintage year, the underlying assets are on asset quality, sponsor strength, and
typically more seasoned, providing greater transaction structure, reinforcing the
visibility into performance. More broadly, importance of disciplined selection.
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Conclusion

GP liquidity solutions represent

an evolving application of a well-
established private markets
structure. While they share
similarities with private equity GP-
led transactions, the underlying
exposures, return drivers, and risk
profiles of private credit GP-led
transactions are distinct.

By providing access to diversified
portfolios of seasoned loans, private
credit GP-led transactions such as
continuation vehicles typically offer
investors a combination of income
generation, greater visibility into
asset performance, and structured
entry points into private credit
portfolios.

At the same time, these transactions
require careful evaluation,
particularly with respect to asset
quality, capital structure positioning,
alignment, and pricing. As the market
continues to develop, disciplined
underwriting and experience in
structuring and executing GP-led
transactions will remain important in
assessing opportunities.

GP liquidity solutions can serve as

a complementary approach within
private credit allocations, particularly
for investors seeking exposure to
seasoned assets with resilient cash
flow characteristics.

10
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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 reasonabile, 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, 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.
Copyright © Pantheon 2026. All rights reserved.
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