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Secondaries’
evolving use case

Secondaries technology is increasingly proving its worth as a multi-faceted tool for
GPs and LPs, says Churchill Asset Management’s head of secondaries, Nick Lawler

How sustainable is

the growth of GP-led
secondaries, and continuation
vehicles in particular?
It’s important to remember that GP-led
transactions include structures such
as fund-level tenders, strip sales and
minority recaps, although most trans-
actions today — around 80 percent-plus
— are continuation vehicles. We expect
CVs will continue to grow and overtake
LP-led secondaries for a few reasons.

First, they have proven an effective

tool for sponsors to offer liquidity to
LPs while doubling down on hand-
picked assets. From a penetration
standpoint, the large-cap market has
widely adopted CVs, but from what we
have observed across our mid-market
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sponsors, only about 40 percent have
executed a CV. From our perspective,
the failure rate for raising a CV is close
to 50 percent, if not higher, and that
is partly driven by limited appetite
for a specific asset. But there is also a
massive capital shortfall which means
buyers are being very selective. Finally,
performance trends have been very
positive — single-asset CVs have higher
growth rates, better margin profiles
and lower leverage than the broader
private equity universe.

All that said, CVs should still be the
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exception to the rule. A sponsor’s job
is to buy, grow, optimise and sell com-
panies over a defined period. But for
special assets, CVs have the potential
to be an incredible tool to keep com-
pounding equity value while offering
liquidity along the way.

How is the role of

secondaries changing for
both LPs and GPs?
The primary catalyst for LPs to sell a
fund interest has typically been active
portfolio management. It’s a common
misconception that they are only sell-
ing out-of-favour exposures. Quite
often an LP is seeking to lock in a nice
gain to redeploy into something they
believe will compound faster. On the
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GP-led side, beyond CVs, tenders can
help manage the LP base and strip sales
can engineer DPI. So, secondaries are
a powerful tool for both LPs and GPs.

Strategically, the use case for sec-
ondaries in investors’ portfolios has
evolved. Historically, they helped
establish  private equity
programmes with quicker cashflows,

investors

reverse vintage year exposure, immedi-
ate diversification and J-curve mitiga-
tion, among other factors.

But, as the GP-led market has
expanded, the fundamental return
profile and use case for secondaries has
changed. Complementing the highly
diversified exposure offered by the
LP-led secondaries market, the GP-led
market offers more concentrated access
to highly curated sponsor-owned com-
panies. Together, they offer a strong
combination to potentially deliver both
attractive multiples of invested capital
and rates of return.

What differentiates

secondaries managers
in an increasingly crowded
market?
Its a combination of factors, such
as relationships, scale, sourcing and
underwriting capabilites, speed of
execution and structuring flexibility.
Within the mid-market, there is far less
syndication. You either need the scale
and capability to lead and structure
a deal, or you need to be an existing
investor with that sponsor. That is a
different dynamic to the multbillion-
dollar CV market where groups can
effectively stock pick their way into
transactions.

How have pricing

dynamics evolved with
more entrants into the market?
Across secondaries broadly, deals for
high-quality sponsors and high-quality
companies are competitive. But for
CVs, the concept of par is arguably
irrelevant. We look at how the sponsor
is valuing a company, typically on an
enterprise value to EBITDA basis, and

“As the GP-led
market has expanded,
the fundamental
return profile and use
case for secondaries

has changed”

we look at reported EBITDA versus
adjusted EBITDA. We come up with
our own fundamental analysis and
apply what we think is a reasonable
multiple to arrive at pricing. Hopefully
that coalesces with the sponsor’s expec-
tations and we’re able to execute on a
deal. But it doesn’t always.

How are LP perspectives

on continuation vehicles
shifting?
The market hasn’t completed a full
180, but it’s moving in that direction.
LPs recognise that CVs have a fun-
damentally different risk profile, with
economics that are more attractive than
the traditional two-and-20 structure.

Many aspects of CVs that histori-
cally have been viewed by some LPs as
negatives, such as the GP being both a
buyer and a seller, are in fact elements
that can make these attractive invest-
ments. In that example, the GP is also
the most knowledgeable party regard-
ing that asset, and what value creation
levers do or do not work.

Even more fundamentally, many
LPs see that opting out of CVs could
mean missing what may be the top
decile of private equity-owned compa-
nies. So, there has been a shift in LP
appetite.

What about the influence
of retail and semi-liquid
vehicles on secondaries?

Democratisation is good because it
both enables new investors to access
an asset class that has been histori-
cally hard to access, and boosts what
remains a heavily undercapitalised
market. Semi-liquid funds may be will-
ing to pay more as they need to deploy
capital. However, most managers of
semi-liquids also have larger traditional
drawdown funds. There aren’t two
buyers at two different prices, and the
cost of capital and return profile need
to meet the requirements of the draw-
down fund.

Where sponsors can buy an LP
interest at a discount, they immediately
mark to NAV and that gain is reflected
in the fund performance. Subsequent
new investors into the fund will be
investing in that same transaction at
NAYV, but will not capture the value
gain of the discounted entry point. So,
semi-liquids need to keep buying at dis-
counts to support performance, which
is a marked difference from traditional
drawdown funds.

An increasing body of market evi-
dence indicates that single-asset private
equity strategies, including continua-
tion vehicles and equity co-investments,
combined with exposure to younger
vintage LP interests, can provide a
more compelling framework for long-
term performance generation.

How is Al being used

in the secondaries
market?
Al is becoming increasingly more
effective across the deal lifespan. That
could be background research on an
industry, sector or asset. Al can refine
your hunting ground for optimal
assets at the right place in their life
cycles, with the right financial and
operating metrics. You can stress test
how a company might perform in a
different macroeconomic or interest
rate environment. Of course, Al is only
as good as the quantity and quality of
information you can direct it at. But it
is becoming a key differentiator across
the buyer universe. m
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Important disclosure

The above is a reprint from Private Equity International, published March 2026. PEI Media has provided Nuveen LLC, with the permis-
sion and authority to make this report available on its websites and social media profiles.

The material is for informational purposes only and should not be regarded as a recommendation or an offer to buy or sell any product
or service to which this information may relate and is not provided in a fiduciary capacity. The views and opinions expressed herein are
as of the date of the publication, and may change in response to changing circumstances and market conditions. Under no circum-
stances should these views and opinions in this article be construed by any reader as investment, securities, legal, or tax advice. No
representation or warranty, express or implied, is made or can be given with respect to the accuracy or completeness of the information
in this article.

Information, opinions, or commentary concerning the financial markets, economic conditions, or other topical subject matter were
prepared, written, or created prior to posting this article on this site and do not reflect current, up-to-date, market or economic
conditions. Churchill disclaims any responsibility to update such information, opinions, or commentary. In addition, past performance
is not indicative of future results, future results are not guaranteed, and loss of principal may occur. This article may include
“forward-looking statements”. All projections, forecasts or related statements or expressions of opinion are forward-looking
statements. There can be no assurances that any of the trends described herein will continue or will not reverse. Past events and
trends do not imply, predict or guarantee, and are not necessarily indicative of, future events or results. Although we believe that the
expectations reflected in such forward-looking statements are reasonable, they 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.

Investing involves risk; principal loss is possible. Investments in middle market loans are subject to certain risks such as: credit, limited
liquidity, interest rate, currency, prepayment and extension, inflation, and risk of capital loss.

This information represents the opinion of Nuveen, LLC and its investment specialists and is not intended to be a forecast of future
events and or guarantee of any future result. Nuveen, LLC provides investment solutions through its investment specialists. Churchill
Asset Management LLC is a registered investment advisor and an affiliate of Nuveen LLC. This information does not constitute invest-
ment research under MiFID.
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