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Q&A

EVERYTHING YOU NEED
TO KNOW ABOUT GP-LED

SECONDARIES

Amyn Hassanally discusses the
role that GP-led transactions are
playing in an evolving private

equity landscape

Amyn Hassanally, Partner,
Global Head of Private Equity Secondaries

a significant transformation over the past

decade, and especially over the past several
years, with secondaries becoming an ever-more
mainstream liquidity solution and accounting for
$100bn+ in transactions every year since 2021".
GP-led secondaries transactions in particular have
emerged as a pivotal development, with these
deals making up around half of all secondaries
completions by value since 2020, up from around
a third previously.

T he private equity landscape has undergone

To understand this segment of the market better,
we sat down with Amyn Hassanally, Partner
and Global Head of Private Equity Secondaries

private equity market?

at Pantheon, to explore the drivers behind the
rapid and sustained growth in this segment of
the market, and the implications of this evolving
phenomenon for investors.

Among other things, the discussion covered

the role of GP-led secondaries in solving for
limitations of the private market fund model,
uncovered insights into deal flow, pricing,

and performance, and examined the delicate
balance of supply and demand in this burgeoning
segment. It also covered what investors should
seek in a GP-led secondaries manager, and how
these transactions fit within a broader private
equity portfolio.

What exactly are GP-led secondaries, and why have they become so prominent in the

AH: GP-led secondaries are a form of transaction in the private equity market where the general
partner (GP) of a fund initiates the sale of one or more assets, typically bringing in new investors in the
process and providing a liquidity option to existing limited partners (LPs). Unlike traditional secondaries
transactions, where LPs sell their stake in a fund to other investors, GP-led secondaries allow the
manager to retain control over key assets by rolling them into a new vehicle, backed by new capital.

' Source: Evercore H1 2024 Secondary Market Review, July 2024.
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These transactions have gained prominence because they address some of the structural limitations of the
traditional private equity model. Private equity funds usually operate within a fixed lifespan, often around
10 years. This can pressure GPs to exit assets prematurely when they are still executing on a growth plan,
potentially leaving value on the table. GP-led secondaries offer a way to extend the hold period for high-
potential assets, ensuring that GPs have the opportunity to maximize their value while still providing LPs
with liquidity.

n How do GP-led secondaries work — and what are the opportunities for new investors?

AH: GP-led secondaries are particularly effective in extending the hold period for high-quality assets that have
not yet reached their full potential. The most common type of deal involves the creation of a continuation fund
for either a single asset, or a small selection of assets. These companies are transferred from an existing fund,
or funds, into a new vehicle, which is backed by new money from the manager, existing LPs who opt to roll over
their interest, and new secondary investors.

This process allows GPs to avoid a premature exit and continue managing high-quality assets with additional
time and capital. Crucially, the process crystallizes returns and generates liquidity for existing investors, who
typically have the option to roll their existing exposure to the assets into the new fund to capitalize on potential
further upside, or to exit their investment in exchange for cash.

For new secondaries investors, the deals present a unique opportunity to gain exposure to top-performing
assets, with the additional benefits secondaries bring in the form of visibility on the underlying companies,
continuity of management and shorter-duration hold periods.

Do you have any insights into deal flow, pricing, exits, and performance across the market
and among dedicated GP-led secondaries funds?

The flexibility offered by GP-led deals is increasingly attractive in a market where high-quality assets are in
demand, but in which traditional exit avenues may be challenged or not offer the best value.

AH: One undeniable trend we're seeing is the sheer growth in deal flow within the GP-led secondaries market.
Over the past few years, these transactions have gone from being relatively niche to becoming a significant
portion of the overall secondary market, accounting for around half of all deals’. This increase is driven by
both the growing acceptance of GP-led secondaries among GPs and investors, as well as the innovative deal
structures that GPs are developing.

In terms of pricing, GP-led secondaries often command higher valuations than traditional secondary
transactions. This is largely because the assets being transferred are typically high-quality, and there is strong
competition among buyers for these opportunities. However, this also means that investors need to be more
diligent in assessing the true value of these assets and ensuring that they are not overpaying in a competitive
process.

Realizations from GP-led secondaries across the market have generally been favorable, with many continuation
funds and single-asset secondaries delivering strong performance that is in line with direct buyout funds?.

This is partly due to positive selection bias — the assets selected for these transactions are often those

with established growth plans and demonstrable continuing upside potential at the time of investment. The
additional time and capital provided by the new vehicle can allow them to reach their full potential.

' Source: Evercore H1 2024 Secondary Market Review, July 2024.
2 Source: Lazard Interim Secondary Market Report 2023, Lazard Estimates. Past performance is not indicative of future results.
Future results are not guaranteed, and a loss of principal may occur.



Q&A: Everything you need to know about GP-led Secondaries I | I

How do you examine supply and demand in this evolving segment of the private equity
secondaries market?

AH: The supply and demand dynamics in the GP-led secondaries market are quite fascinating. On the supply
side, we're seeing an increasing number of GPs looking to utilize these transactions as a portfolio management
tool. The desire to extend hold periods for top-performing assets, coupled with the need to offer liquidity to
LPs, has led to the establishment of these transactions as a viable exit route for managers and, as a result, a
steady flow of GP-led secondaries opportunities.

Demand, on the other hand, has been driven by the attractiveness of these high-quality assets and the
innovative structures that offer tailored investment opportunities. Investors are drawn to the potential for strong
returns, but they are also increasingly discerning about which GP-led secondaries to back. The challenge for
GPs is to manage this demand without oversaturating the market, which could lead to diminished returns.

Overall, the balance between supply and demand in this market is delicate. As more GPs enter the space, and
as investor interest continues to grow, maintaining discipline and focusing on quality will be crucial to sustaining
healthy market dynamics.

n What should investors look for in a GP-led secondaries manager?

AH: When selecting a GP-led secondaries manager, investors should focus on a few key factors. First and
foremost, the manager’s track record is critical. Investors should seek out managers who have demonstrated
success in navigating complex secondaries transactions in relevant sectors and delivering strong returns.

Experience in structuring and executing these deals is also essential. GP-led secondaries are often intricate
and require a deep understanding of both the assets involved and the broader market context. A manager with
a strong background in secondaries markets and a network of relationships with GPs and LPs will be better
positioned to identify and capitalize on the best opportunities.

Transparency and alignment of interests are other important considerations. Investors should look for
managers who prioritize clear communication, use independent valuations, and involve LP advisory committees
early in the decision-making process. This ensures that the interests of all parties are aligned and that potential
conflicts are addressed appropriately and early on.

Finally, investors should assess the manager’s ability to add value post-transaction. This includes their strategy
for managing the assets in the continuation vehicle and their plan for eventual exits. A manager with a well-
thought-out approach to value creation will be better equipped to generate strong returns over the extended
investment period.

n How does GP-led exposure sit in a private equity portfolio, and what are the benefits?

AH: GP-led exposure can play a strategic role in a private equity portfolio. These transactions often involve
high-quality assets with proven track records of outperformance, which can provide a level of stability and
potential upside that complements other, potentially higher-risk investments in the portfolio. Often target
returns are in line with those of direct buyouts, but with the additional downside protection afforded by
secondaries in that you are buying into known assets and existing management relationships, with established
growth plans and enhanced alignment of interests.

Additionally, the flexibility and customization offered by GP-led secondaries allow investors to tailor their
exposure to specific assets or sectors that align with their investment thesis. This level of control can be
particularly valuable in a volatile market, where the ability to selectively increase or decrease exposure to
certain investments can make a significant difference in overall portfolio performance.
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n What does the future hold for GP-led secondaries?

AH: The future of GP-led secondaries looks promising, but it's not without its challenges. The market is
expected to continue growing, driven by the increasing size and complexity of private equity portfolios as
investors move away from the traditional 60/40 portfolio, the ongoing demand for liquidity, and the continued
evolution of secondary market structures.

Innovation will be a key driver of this growth. We're likely to see more creative deal structures and the use of
technology to enhance transparency and efficiency in these transactions. As the market matures, we can also
expect to see a greater standardization of best practices, which will help mitigate some of the complexities and
risks associated with these deals.

However, the sustainability of this movement will depend on the discipline of market participants. With the
growing popularity of GP-led secondaries, there’s a risk of market saturation and increased competition, which
could lead to lower returns. GPs and investors will need to be selective and focus on high-quality assets to
ensure that the market remains healthy.

Any final thoughts on the significance of GP-led secondaries in the broader private equity
landscape?

AH: GP-led secondaries have quickly become a crucial component of the private equity toolkit, offering a
unique blend of flexibility, liquidity, and value-creation opportunities. These transactions are not just a passing
trend; they represent a fundamental shift in how private equity operates.

For GPs, the ability to manage their portfolios with greater control and flexibility is a significant advantage in a
competitive market. For LPs, the options for liquidity and reinvestment add a new dimension to their investment
strategy. As the private equity industry continues to evolve, GP-led secondaries will likely play an increasingly
important role in shaping the future of the market.

If you have any questions about Pantheon or any of our secondary strategies,

Contact us please contact your Relationship Manager.
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IMPORTANT DISCLOSURE

This publication has been prepared solely for illustration, educational and or discussion purposes. It does not constitute independent rsearch
and under no circumstances should this publication or the information contained in it be used or considered as an offer, inducement, invtation,
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 oras 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 authorised 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 licence 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 of 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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