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Private Capital Secondaries Reach New Heights in 2017
Record fundraising is matched by record transaction activity as industry gains prominence
The private capital secondary market had a banner year in 2017. The fundraising market saw records in the number of
funds closed and total capital raised: transaction activity, meanwhile, reached an estimated $58bn through the year*, a
new high. The industry is increasingly seen by investors as a portfolio management tool, and four out of five buyers
believe that is the primary motivation for sellers, along with the need for liquidity. As the industry grows in prominence,
secondary buyers are increasingly targeting fund managers: a third of buyers purchased fund interests from fund
managers or funds of funds, twice as many as in 2016. However, there are signs that competition is rising. The
majority of secondary buyers reported that pricing was higher in 2017 than the year before across almost all private
equity fund types, and they are increasingly turning to non-traditional transactions such as fund restructurings or
stapled secondaries.
For more information and analysis, see the full Secondary Market in 2017 factsheet here:
http://docs.preqin.com/reports/Preqin-Secondary-Market-in-2017-February-2018.pdf
Key Private Capital Secondary Market Facts:
•

Thirty-five secondaries funds closed in 2017, raising a combined $40bn. This is a record for both the number
of funds closed and total capital raised.

•

Secondary transactions through the year totalled an estimated $58bn*. This is significantly above the
previous record of $42bn seen in 2014.

•

The largest proportion of secondary buyers (82%) cited portfolio management as the primary motivation
for sellers. Liquidity was cited by 71%, the second largest share.

•

Increasing proportions of secondary buyers purchased fund interests across almost all investor types. In
particular, 34% of buyers purchased interests from funds of funds, up from 17% that did so in 2016.

•

Seventy-nine percent of secondary buyers engaged in fund restructurings in 2017, up sharply from 62%
that did so the year before. However, the proportion that made tender offers fell from 48% to just 21%.

•

More than 50% of buyers reported that pricing was higher in 2017 than in 2016 for all private equity fund
types except venture capital.

•

The majority (61%) of secondary buyers now use a secondaries intermediary for at least some
transactions. More than a third (37%) sourced the majority of their deals through intermediaries in 2017.

•

Secondaries funds have maintained strong performance: median net IRRs exceed 15% for every vintage year
from 2009 to 2015.

Patrick Adefuye, Head of Secondaries Products:
“The private capital secondary market has been gathering momentum for several years, as the perception among
investors has moved from considering it a last resort to counting it as a powerful portfolio management tool. 2017 has
marked a new height in market activity, with record amounts of capital being allocated to secondaries vehicles, and an
unprecedented level of capital deployed into acquiring fund interests. Secondary buyers are becoming increasingly
sophisticated and active as the market grows, and are embracing non-traditional transactions and targeting more
investors.
However, the movement of the industry towards the mainstream is resulting in more competition, and there are signs it
may be having an effect on the pricing of secondary fund interests. Stakes in all private equity fund types traded at an
average of at least 80% in 2017, and as much as 94% for large buyout funds. This leaves limited room for secondary
fund managers to generate returns for their own investors. As more actors enter the market, competition for deals is
only likely to increase, and this may have a sharp impact on performance that has hitherto been strong.”
______________________________________________________________________________________________
*Estimate provided to Preqin by Greenhill Cogent.

Preqin is the leading source of information for the alternative assets industry, providing insight and analysis gathered
by its global teams of dedicated researchers. Founded in 2003, the company is a frequent source of intelligence used
in the global financial press, through its online databases, regular publications and bespoke data requests.
For more information, contact our dedicated press team at press@preqin.com or call (+44) 20 3207 0265.
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