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FROM NICHE TO MAINSTREAM

KEY TAKEAWAYS:

e Equity CVs are established; credit CVs continue to grow at rapid pace.

o (Vs present challenges arising from GPs’ dual fiduciary duties, necessitating competitive pricing and strong
underwriting expertise.

o Success requires rigorous GP diligence, clear alignment of interest, and strong commercial understanding of
the assets.

Continuation vehicles, once considered a niche strategy within the broader private markets landscape,
have rapidly evolved into one of the sector’s most dynamic and closely scrutinised developments. CVs are
the predominant structure in General Partner-led secondaries, where a GP transfers one or more
portfolio assets from an existing fund into a new vehicle. An increasing number of private market
managers are recognising the strategic value of these transactions to extend ownership and drive further
value creation in high-performing portfolio companies - without triggering a disruptive change in control.
By partnering with new limited partners (LPs), GPs can remain invested in these businesses and seek to
pursue additional value creation, while simultaneously offering existing investors an efficient liquidity
solution.

In less than a decade, global CVs have quintupled in value, rising to $75 billion in transaction volume in
2024." In addition, CVs have expanded into other asset classes, such as private credit, where the private
equity playbook is replicated, although with some nuances.
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GPs increasingly use CVs to flexibly add capital to top-performing assets and align interests with LPs. In
2025, GP-led transaction volumes reached $115 billion, a 53% increase from the year-ago, according to
Jefferies.

TURBULENT BEGINNINGS

CVs have had a rocky start. Following the global financial crisis, some underperforming private equity
managers, unable to raise new capital, turned to CVs as a means of sustaining their businesses. These
early vehicles were often associated with so-called “zombie funds,” where legacy assets were transferred
to new structures, allowing managers to maintain fee streams. A turning point came in 2015, when
reputable sponsors began launching their own CVs, with the focus on retaining high performing “trophy
assets”. Single-asset continuation vehicles (“SACVs”) gained prominence in the subsequent years. By
2018/19, market sentiment had shifted decisively, with CVs increasingly recognised as vehicles for
managing quality assets rather than distressed holdings.

The pandemic, subsequent inflationary spikes, and disrupted exit markets accelerated adoption, with 2021
proving to be the breakout year for the market with industry participants also using the infrastructure to
include credit secondaries. As a result, credit secondaries, including both LP-led and GP-led transactions,
represented only about $2-3 billion of volume in 2020, but are expected to swell to a record $14-20 billion
in 2025. Credit-focused GPs have adopted the existing private equity framework at a faster rate, leading
to a surge in credit CV volumes in 2025, expected to represent about 60% of total flow.2

CVs present attractive opportunities for private credit GPs, enabling continued support for high-quality
borrowers they have known and followed for a number of years. This can offer a lower-risk alternative to
new buyout transactions and is preferable to dividend recapitalisations, which can add leverage without
enhancing business fundamentals, in some cases.

TABLE 2: PRIVATE CREDIT SPLIT BETWEEN LP-LED AND GP-LED TRANSACTIONS

Historical Average 80% 20%
2025E 40% 60%

M LP-Led ™ GP-Led
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SAME, SAME BUT DIFFERENT
Equity:

In LP-led transactions, investors sell stakes in private equity funds to generate liquidity or reallocate
capital, often at a discount to NAV. GP-led deals, by contrast, allow existing investors to either cash out
or roll into a new vehicle, with pricing typically closer to NAV, reflecting asset quality and long-term
performance. From an asset perspective, a recent study by Evercore and HEC highlighted that SACVs
usually show higher returns than multi-asset ones (“MACVs”) due to their higher risk profile.> However,
MACVs tend to return cash to LPs eatlier, thanks to diversification.

Despite rapid growth, the secondaries market remains undercapitalised; the capital overhang ratio — the
ratio of dry powder to the trailing 12-months secondary volume, was at a record-low 1.5 times in the first

* Campbell Lutyens, Secondary Market Overview Report, 1H 2025
3 November 2025, Secondaries Investor, Top-quartile CVs continue to prove their outperformance over buyout funds — Evercore,
https://www.secondariesinvestor.com/top-quartile-cvs-continue-to-prove-their-outperformance-over-buyout-funds-evercore
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half of 2025.# Several funds are expected to be raised next year, supported by strong investor appetite for
secondaries strategies. One of the key attractions of the strategy is that investing in secondaries helps
mitigate the so-called “J-curve effect” by acquiring established portfolios, avoiding the early-stage period
when capital is raised before value is realised.

Credit:

The credit secondaries market has grown at a compounded annual growth rate of 46% since 2020, faster
than the growth of the overall secondaries market.>

Private credit CVs enable investors to step into seasoned portfolios, often at a discount, which can
shorten the time to income and reducing blind pool risk. While maturity profiles may appear
straightforward, the lending structures behind them are often complex- spanning the gamut of SMAs,
CLOs, BDCs, levered and unlevered funds, heaping pressure on GPs to generate cash flows.

To avoid borrower relationships being dictated by back-end liquidity pressures, GPs increasingly use CVs
after the investment period or before the end of a fund’s term, offering flexibility during the harvesting
phase. While buyouts of LPs are often targeted at or near NAV, most transactions occur at a discount,
depending on market dynamics.

TABLE 3: SECONDARIES MARKET GROWTH ($BN)
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In private credit, GP-led transactions are dominated by direct lending, while mezzanine and special
situations funds make up a comparatively small share. More broadly, large-cap direct lending CVs
constitute a majority of the direct lending GP-led transactions. However, mid-market and lower mid-
market managers are gradually gaining market share with analysts expecting a wave of mid-market GP-led
deals starting in 20206.6

A key difference between CVs in the equity and credit markets is portfolio composition: equity CVs
typically hold one or a handful of assets while credit CVs include multiple loans, sometimes numbering

Jefferies, H1 2025 Global Secondary Market Review, July 2025

> Jefferies, H1 2025 Global Secondary Market Review, July 2025

8 Evercore Private Capital Advisory, “FY 2024 Secondary Market Review” (February 2025) and Evercore Private Capital Advisory, “H1 2025
Secondary Market Review” (July 2025), Evercore Private Capital Advisory, “H1 2025 Secondary Market Review” (July 2025). Dry powder as of June
30, 2025.
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into hundreds. Geographically, North America is the dominant hub for GP-led secondary transactions
followed by Europe.

PRACTICAL IMPLICATIONS

CVs have generated some controversy in recent years due to ethical considerations, not least from the
perspective of the GPs, who often function as fiduciaries for both the selling legacy fund and the buying
continuation vehicle.” This dual role can create tension between the GP’s duty to maximise value for
existing LPs and their own incentives to reset carried interest, extend management fees, retain control and
maximise future value of high-performing assets - factors that may also enhance fund performance
metrics (i.e., Distribution-to-Paid-In ratio) - before future fundraising efforts.

To mitigate risks, several guardrails have been established in the private markets. Competitive bidding
processes involving third-party lead investors can help establish fair market pricing.

From an investment perspective, being able to successfully navigate conflicts of interest and partner with
GPs that have their LPs best interests at heart requires strong CV underwriting expertise and robust
knowledge of transaction dynamics. This includes but is not limited to thorough GP due diligence, clear
rationale for the CV transaction and alignment of interests.

A significant GP commitment to the CV can be beneficial. For example, GPs can invest the crystallised
proceeds earned from a previous fund and channel them into the CV in exchange for equity.

POISED FOR GROWTH

The growth of CVs has broader implications for the private market ecosystem. Fund-to-fund transactions
— long a staple of buyout exits - have accounted for a significant share of deal activity over the past two
decades. However, the rise of continuation vehicles is beginning to displace this deal flow, particularly in
large and mid-sized deals, where such transactions have historically represented a primary source of new
investments. This evolution is prompting larger buyout and secondary firms to launch dedicated
continuation strategies.

TABLE 4: GLOBAL BUYOUT EXIT VOLUME ($BN)
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7 CFA Institute, September 2025, Continuation Funds: Ethics in Private Markets
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Credit secondaries transactions often involve sponsors with deep familiarity with the assets, optimised
management teams, and clear performance metrics - factors that significantly de-risk the credit
underwriting process. Moreover, investors typically gain exposure to seasoned, cash-flowing loans, which
may reduce early default risks and allowing performance to be assessed in the current market
environment.

The deals executed in recent months offered favourable terms and pricing, with access to robust data and
well-run companies against the backdrop of a sustained rise in global private credit AUM. For example,
less than 1% of private credit AUM is transacted on a secondary basis, compared to 2-3% in private
equity, highlighting significant potential.

Experienced asset managers in direct lending and secondaries may possess advantages in mid-market
transactions, where competition is limited and pricing power is stronger. In conclusion, there are many
nuances to a secondaries transaction, and being able to grasp them fully and structure a deal that works
for both buyer and seller is of paramount importance.
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IMPORTANT INFORMATION

For Professional Investors only. All investments involve risk, including the possible loss of capital.
Past performance is not a guarantee or a reliable indicator of future results.

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London,
WC2N 5HR. PGIM Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number
193418). In the European Economic Area (“EEA”), information may be issued by PGIM Investments (Ireland) Limited, PGIM Netherlands B.V. or
PGIM Limited depending on the jurisdiction. PGIM Investments (Ireland) Limited, with registered office: 2nd Floor, 5 Earlsfort Terrace, Dublin 2,
Ireland. PGIM Investments (Ireland) Limited is authorised and regulated by the Central Bank of Ireland (Reference No. C470709) and operates on
the basis of a European passport. PGIM Netherlands B.V., with registered office at Eduard van Beinumstraat 6, 1077CZ, Amsterdam, The
Netherlands, is authorised by the Autoriteit Financiéle Markten (“AFM”) in the Netherlands (Registration number 15003620) and operates on the
basis of a European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance on provisions,
exemptions or licenses available to PGIM Limited including those available under temporary permission arrangements following the exit of the
United Kingdom from the European Union. This information is issued by PGIM Limited, PGIM Investments (Ireland) Limited and/or PGIM
Netherlands B.V. to persons in the UK who are professional clients as defined under the rules of the FCA and/or to persons in the EEA who are
professional clients as defined in the relevant local implementation of Directive 2014/65/EU (MiFID II). In Switzerland, information is issued by
PGIM Limited, through its Representative Office in Zurich with registered office: Limmatquai 4, 8001 Ziirich, Switzerland. PGIM Limited,
Representative Office in Zurich is authorised and regulated by the Swiss Financial Market Supervisory Authority FINMA and this information is
issued to persons in Switzerland who are professional or institutional clients within the meaning of Art.4 para 3 and 4 FinSA. In Singapore,
information is issued by PGIM (Singapore) Pte. Ltd. with registered office: 88 Market Street, #43-06 CapitaSpring, Singapore 048948. PGIM
(Singapore) Pte. Ltd. is a regulated entity with the Monetary Authority of Singapore (“MAS”) under a Capital Markets Services License (License No.
CMS100017) to conduct fund management and an exempt financial adviser. In Hong Kong, information is issued by PGIM (Hong Kong) Limited
with registered office: Units 4202-4203, 42nd Floor Gloucester Tower, The Landmark 15 Queen’s Road Central Hong Kong. PGIM (Hong Kong)
Limited is a regulated entity with the Securities & Futures Commission in Hong Kong (BVJ981) (“SFC”) to professional investors as defined in
Section 1 of Part 1 of Schedule 1 of the Securities and Futures Ordinance (“SF0”) (Cap.571). PGIM Limited, PGIM Investments (Ireland) Limited,
PGIM Netherlands B.V., PGIM (Singapore) Pte. Ltd. and PGIM (Hong Kong) Limited are indirect, wholly-owned subsidiaries of PGIM, Inc. (“PGIM”
and the “Investment Manager”), the principal asset management business of Prudential Financial, Inc. (“PFI”), a company incorporated and with
its principal place of business in the United States. PFI of the United States is not affiliated in any manner with Prudential plc, incorporated in the
United Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. PGIM, the PGIM logo and
the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions worldwide. PGIM Fixed Income and PGIM Real
Estate are trading names of PGIM, a SEC registered investment adviser in the United States. Jennison and PGIM Quantitative Solutions are trading
names of Jennison Associates LLC, and PGIM Quantitative Solutions LLC, respectively, both of which are SEC registered investment advisers and
wholly owned subsidiaries of PGIM. Registration with the SEC does not imply a certain level or skill or training.

These materials are for informational or educational purposes. The information is not intended as investment advice and is not a
recommendation about managing or investing assets. In providing these materials, PGIM is not acting as your fiduciary.

This document may contain confidential information and the recipient hereof agrees to maintain the confidentiality of such information.
Distribution of this information to any person other than the person to whom it was originally delivered and to such person’s advisers is
unauthorized, and any reproduction of these materials, in whole or in part, or the divulgence of any of its contents, without the prior consent of
PGIM, is prohibited.
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These materials do not take into account individual client circumstances, objectives or needs. No determination has been made regarding the
suitability of any securities, financial instruments or strategies for particular clients or prospects. The information contained herein is provided on
the basis and subject to the explanations, caveats and warnings set out in this notice and elsewhere herein. Any discussion of risk management is
intended to describe PGIM'’s efforts to monitor and manage risk but does not imply low risk.

References to specific securities and their issuers are for illustrative purposes only and are not intended and should not be
interpreted as recommendations to purchase or sell such securities. The securities referenced may or may not be held in the
portfolio at the time of publication and, if such securities are held, no representation is being made that such securities will
continue to be held.

The views expressed herein are those of PGIM investment professionals at the time the comments were made, may not be reflective
of their current opinions, and are subject to change without notice. Neither the information contained herein nor any opinion
expressed shall be construed to constitute investment advice or an offer to sell or a solicitation to buy any securities mentioned
herein. Neither PFI, its affiliates, nor their licensed sales professionals render tax or legal advice. Clients should consult with their
attorney, accountant, and/or tax professional for advice concerning their particular situation. Certain information in this
commentary has been obtained from sources believed to be reliable as of the date presented; however, we cannot guarantee the
accuracy of such information, assure its completeness, or warrant such information will not be changed. The information contained
herein is current as of the date of issuance (or such earlier date as referenced herein) and is subject to change without notice. The
manager has no obligation to update any or all such information; nor do we make any express or implied warranties or
representations as to the completeness or accuracy.

Any projections or forecasts presented herein are subject to change without notice. Actual data will vary and may not be reflected
here. Projections and forecasts are subject to high levels of uncertainty. Accordingly, any projections or forecasts should be viewed as
merely representative of a broad range of possible outcomes. Projections or forecasts are estimated based on assumptions, subject to
significant revision, and may change materially as economic and market conditions change.
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