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A fresh approach to managing illiquids

Secondary Market Watch

XPS Xchange helps institutional investors to trade illiquid assets, both as
buyers and sellers.

XPS Secondary Market Watch tracks the latest pricing available and trends
in the secondary market. The following charts depict our observed
secondary market average pricing across various strategies expressed as

a premium or discount to the Net Asset Value of the underlying holdings
as at 31 December 2024.

As the macroeconomic outlook and market sentiment improved since the beginning of 2024, buyer and
seller expectations became more aligned, leading to tighter secondary market pricing.

A diverse mix of new and returning sellers entered the market to take advantage of better prices and generate
liquidity. This trend is expected to persist, with narrowing prices likely to sustain deal activity in 2025, supported
by well-funded buyers with large amounts of dry-powder interested in Limited Partner (LP) portfolios.

Private Equity Buyout Private Debt

Discount reduced from 10% in October 2024 Discount reduced from 15% in October 2024

Real Estate Equity Infrastructure Equity

Discount reduced from 25% in October 2024 Discount remains 10% from October 2024

Notes: XPS observed secondary market average pricing is based on a mosaic approach using primary
and secondary data sources, including interactions with markets participants.

Xpsgroup.com


https://www.xpsgroup.com

Private Equity Buyout
Pricing continues to strengthen with deal

activity driven by low cash distributions
amidst a liquidity-starved market

Private Debt

Despite increased competition in the

market driving up pricing, Private Debt
remains the fastest growing segment to date

e Sellers are driven by the prolonged dearth of deal
making and new buyers are entering the market with
more capital to deploy.

e The quality of the funds and diversification drives
the higher end of pricing with North American
assets achieving better pricing on average, given the
underlying strength of the economy.

e The rise in prices shows a belief among investors
that Fund Managers will be able to sell their
portfolio companies soon, anticipating a surgence in
dealmaking activity under Trump’s second term.

Real Estate Equity

The market remains quiet in terms of

deal-making, despite being a great time to
invest in some of the assets.

e While valuations for private Real Estate are
rebounding slowly, there are still wide variations
between sectors, with spreads being very asset class
dependent.

e The market is still in a price discovery phase, with
future trade volumes expected to be dependent upon
where global interest rates will settle.

o Differences in price adjustments within Real Estate
sectors continue to be reflected in the underwriting
of assets.

e |n US and Asia Pacific pricing has narrowed
significantly to mid-single digits whereas in the UK this
has not yet happened.

Find out more

e The total volume of stakes transacted in private credit
funds increased significantly, following the launch of
new funds that specialise in purchasing secondary
interests in private debt funds. Increased capital raised
for dedicated credit secondaries has lowered buyers’
cost of capital, leading to greater interest in those
secondaries deals and driving up prices.

e The quality of private credit sold on the secondary
market has increased relative to a couple of years ago,
and 1st lien direct lending now comprises most of the
deals on the market.

Infrastructure Equity
The market remains fragmented and there

is slow deal volume despite record highs
of dry powder available.

e Despite some blue-chip funds trading at a premium in
some instances, other funds have been impacted by
the higher interest rates.

e The majority of the flow has been concentrated with
the mega funds’ participation, leaning more towards
GP-led transactions.

e Higher discounts notably remain for UK renewable
funds due to limited demand.

o Muted demand for traditional core infrastructure (like
motorways, toll roads, utilities), with focus shifting
towards, data centres and energy transition assets.
Some core plus or value add strategies trade closer to
Net Asset Value.

To discuss XPS Xchange or how we can help, please get in touch with Beatrice Stanoescu or James Kidd.
Alternatively, please speak to your usual XPS contact.

James Kidd
Investment Consultant

Beatrice Stanoescu
Investment Consultant

beatrice.stanoescu@
Xpsgroup.com

m Xpsgroup

james.kidd@
Xpsgroup.com

Important information: Please note the information and opinions expressed herein do not take into account the circumstances of individual

pension funds and accordingly may not be representative of the circumstances affecting your fund. This note, and the work undertaken to produce it,
is compliant with TAS 100, set by the Financial Reporting Council. No other TASs apply. The note has been written on the basis that decisions will not
be based on its contents. Appropriate advice should be obtained before any decisions are made. The information expressed is provided in good faith
and has been prepared using sources considered to be reasonable and appropriate. While information from third parties is believed to be reliable,

no representations, guarantees or warranties are made as to the accuracy of information presented, and no responsibility or liability can be accepted
for any error, omission or inaccuracy in respect of this. This document may also include our views and expectations, which cannot be taken as fact.
The value of investments and the income from them can go down as well as up as a result of market and currency fluctuations and investors may not
get back the amount invested. Past performance is not necessarily a guide to future returns. The views set out in this document are intentionally broad
market views and are not intended to constitute investment advice as they do not take into account any client’s particular circumstances.

Please note that all material produced by XPS Investment is directed at, and intended solely for the consideration of, professional clients within the
meaning of the Financial Services and Markets Act 2000 (FSMA). Retail or other clients must not place any reliance upon the contents.

This document should not be distributed to any third parties and is not intended to, and must not be, relied upon by them. Unauthorised copying
of this document is prohibited.

© XPS Investment 2025. XPS Pensions Consulting Limited, Registered No. 2459442, XPS Investment Limited, Registered No. 6242672. XPS Pensions Limited, Registered No. 3842603.
XPS Administration Limited, Registered No. 9428346. XPS Pensions (RL) Limited, Registered No. 5817049. XPS Pensions (Trigon) Limited, Registered No. 12085392. Penfida Limited,
Registered No. 8020393. All registered at: Phoenix House, 1 Station Hill, Reading RG11INB.

XPS Investment Limited is authorised and regulated by the Financial Conduct Authority for investment and general insurance business (FCA Register No. 528774).
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