
Surge of the Secondaries: 
Financing Growth in an 
Undercapitalized Industry

With the secondary market growing in leaps and bounds, raising 

capital remains top of mind for managers. It also underscores 

the importance of being able to access alternative sources of 

financing—a key, and sometimes overlooked, variable in the  

capital overhang equation.
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“Staggering” is the word that comes to mind when looking back at the growth of the 

private equity (PE) secondary market since its inception. One can only imagine whether 

Jeremy Coller—the founder of Coller Capital and known by market participants as the 

‘godfather of secondaries’—could have fathomed how this industry would grow over the 

next three decades.   

Figure 1: �Robust Secondary Volume Growth Over the Years

Figure 2: �Significant Growth Opportunity for Secondaries 

Source: Evercore. As of July 2024.

Source: Preqin. As of May 2024.
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1.	 Source: Preqin. As of December 31, 2023.

2.	 Source: Preqin. As May 2024.

Back then, investing in the secondary market—where investors can buy and sell pre-existing 

commitments to funds—may have resulted in the investment manager being hailed a 

visionary. Today, however, secondaries have become an integral part of many investors’ 

private market allocations.

From 2022 to 2023, secondaries fundraising grew by 92%, even amid more challenging 

market conditions.1 Although starting from a lower base, this growth notably surpassed that 

seen in infrastructure, direct lending, venture capital and other comparable asset classes 

over the same time frame. And, despite this impressive growth, secondaries only represent 

around 6.5% of the broader PE market—suggesting there is still further room to run.2
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While fundraising has been successful, deal volumes have consistently 

exceeded fundraising, reaching $132 billion in 2021—and some forecasts are 

calling for this figure to exceed $140 billion by the end of 2024.3 In fact, with 

cumulative deal volume over the last five years reaching $500 billion and 

investor capital representing only $294 billion, a significant capital mismatch 

exists (Figure 3). 

Figure 3: �Transaction Volumes Continue to Exceed Fundraising

Sources: Pitchbook; Jefferies. Data on capital raised as of December 31, 2023.  
Data on transaction volumes as of June 30, 2024.
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3.	 Source: Jefferies. As of June 30, 2024.

This raises a couple of key questions for managers:

•	 Going forward, will fundraising sufficiently keep pace with expected 

transaction volumes?

•	 Is the secondary market adequately capitalized for the significant 

growth expected in the years to come?

One indicator to determine whether an industry is adequately capitalized is 

the so-called capital overhang ratio: 

CAPITAL OVERHANG R ATIO  =  

Available capital (current dry powder + near-term fundraising) [A]  + 

Level of debt available [B]  / Secondary deal volume [C] .

While the capital overhang ratio should not be viewed in isolation, it is helpful 

in assessing whether there is sufficient supply of capital to meet the pace of 

investment (or demand for capital). Simply put, a large overhang ratio may 

lead to excess competition for new deals, potentially driving higher pricing 

as discounts shrink and decrease investor returns. On the other hand, a small 

overhang ratio may curtail further market growth.
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Today, the capital overhang ratio in the secondary market has fallen to 1.8x, its lowest level since 2021  

(Figure 4). This suggests that despite a strong growth trajectory, undercapitalization is a potential concern for 

further growth. Without additional fundraising or use of leverage, some estimates suggest there is only 12–18 

months of dry powder available—which is considerably lower relative to other private market segments.

A Deeper Dive: Breaking Down the Capital Overhang Ratio

A breakdown of the capital overhang ratio and the current drivers of each component provides further context:  

[A] FUNDR AISING: Secondary managers have allocated significant resources to their fundraising efforts. 

Dedicated investor relations teams often partner with placement agents, driving the commendable growth 

of the market. It’s also worth noting the tailwind of increasing interest in the space—as secondaries have 

become both a legitimate portfolio management tool and often standalone allocation for investors. 

[C] DE AL VOLUME:  Secondary market volume neatly matches NAV growth offset by seven years (Figure 

5). The implication is the value of secondary market transactions may triple from around $114 billion in 2023 to 

more than $400 billion in 2030. This raises the question: How will this growth be sustained? 

“Without additional fundraising or use of leverage, some estimates  
suggest there is only 12–18 months of dry powder available in secondaries— 

which is considerably lower relative to other private market segments.”

Figure 4: �Capital Overhang Ratio has Fallen to its Lowest Level Since 2021

Source: Jefferies. As of June 30, 2024.
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Figure 5: Potential NAV Growth Suggests Further Expansion of Secondaries

Figure 6: Financing is Key to Solving for the Capital Overhang

Sources: Preqin; Greenhill; Evercore. As of January 22, 2024.

Sources: Jefferies; Preqin. As of June 2024.
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[B] LEVEL OF DEBT: This brings us to one of the most overlooked variables in the capital overhang 

equation—the level of debt available to a secondary manager. As we noted in a recent paper, private market 

growth is set to outpace bank balance sheet growth, resulting in a significant and growing funding gap in the 

coming years. In the context of the secondary market, where growth has generally outpaced other areas of 

the private market, this funding gap is exacerbated.

Looking ahead, our calculations suggest the capital available (before the use of debt) in the secondary 

market could turn negative in the next four years (Figure 6). With banks alone unable to provide the 

required capital, there is a growing need to fill the shortfall.  

2024 2025 2026 2027 2028 2029 2030

Dry Powder Available 135 116 93 67 35 -3 -48

Capital Raised 100 116 135 156 181 210 244

Recyling Available 21 24 28 33 39 45 52

Capital Available 256 256 256 256 254 252 248

Estimated Deal Volume -140 -163 -190 -221 -257 -300 -349

Capital Available Before Use of Debt 116 93 67 35 -3 -48 -101

Capital Overhang Before Use of Debt 1.83 1.57 1.35 1.16 0.99 0.84 0.71

Assumptions Growth p.a.

Capital Raised 16% CAGR 2013–2023 (Preqin Data)

Transaction Volume 16% CAGR 2013–2023 (Evercore H1 Secondary Market Review July 2024)

Assumed Recycling 15%

Source

Dry Powder available 135 Jeferries H1 Global Secondary Market Review. As of June 2024.

Capital Raised 100
Total Capital raised in 2023 was $92M (Preqin), assume slight increase 
for 2024.

Deal Volume 140 Jeferries H1 Global Secondary Market Review. As of June 2024.
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Against this backdrop, many (but not all) secondary managers have realized the 

importance of building out a capital markets team to manage their access to different 

sources of financing. This can include managing:

•	 The secondary funds’ liquidity needs as part of the managers’ own respective 

capital overhang;

•	 Its internal asset-liability matching strategy as longer-duration debt financing is 

required to mitigate the asset-liability mismatch risk for investors;

•	 Its lender base, by diversifying lender groups and types to guarantee a stable and 

reliable funding base as the need for financing increases.

Given how the secondary market continues to expand—from its origins of traditional 

LP-led opportunities to seek early liquidity to today’s non-traditional GP-led transactions, 

credit secondaries and collateralized fund obligations—we believe liquidity management 

and access to alternative sources of financing will be key to further growth. 

“For these managers, and by extension their investors—
often large insurance companies—the inherent 
diversification and steady cash flow characteristics  
of secondaries are some of the key benefits on offer.”

Rise of the Non-bank Lenders

With banks unable to the meet secondary sponsors’ financing needs alone, many 

non-bank lenders, such as asset managers, have stepped in to fill the gap—essentially 

gaining exposure to the asset class by investing in loans underpinned by secondary 

investments. For these managers, and by extension their investors—often large 

insurance companies—the inherent diversification and steady cash flow characteristics 

of secondaries are some of the key benefits on offer. In addition, these investments are 

typically rated investment grade.   

While the trend toward secondaries has accelerated, it is not new. And in the next 

few years, we expect the opportunity in secondary portfolio financing to amount to 

more than $24 billion annually.4 The Barings Portfolio Finance platform has deployed 

significant amounts of capital into secondary financings on behalf of our clients. 

We have increasingly been seeing secondary sponsors seek financing options as 

an active portfolio management tool, often to differentiate themselves from their 

peers. Our platform can facilitate a range of financing solutions ranging from hybrid 

financing, acquisition financing of LP portfolios, as well as other liquidity solutions. 

4.	 Source: Barings’ calculations. As of June 2024.
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Key Takeaway

The secondary market continues to grow in leaps and bounds. Raising capital remains 

the primary consideration for managers, positioning them to benefit from the expected 

increase in deal volume. However, it is important for managers to also keep in mind 

that managing their own access to alternative sources of financing (and investors) is an 

important, and sometimes overlooked, variable in the capital overhang equation.

Institutional investors are increasingly looking for ways to gain exposure to this attractive 

asset class. But it may be the capital market teams (rather than investor relations) that 

become the crucial component in accessing this capital base and helping to sustain future 

growth for the secondary manager.

Barings’ Portfolio Finance Platform 

Originations of 

Investment Grade 

Portfolio Finance Loans

$41 B+
Inception of 

Strategy

2017
Facilities with 

Diversified 

Collateral

100+
Repayments  

or Maturities— 

No Losses

$20 B+

Source: �Barings. As of June 30, 2024.
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IMPORTANT INFORMATION

Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are 

subject to change without notice, dependent upon many factors. Any prediction, projection or forecast is not 

necessarily indicative of the future or likely performance. Investment involves risk. The value of any investments 

and any income generated may go down as well as up and is not guaranteed by Barings or any other person. 

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. Any investment results, portfolio 

compositions and or examples set forth in this document are provided for illustrative purposes only and are not 

indicative of any future investment results, future portfolio composition or investments. The composition, size of, 

and risks associated with an investment may differ substantially from any examples set forth in this document. No 

representation is made that an investment will be profitable or will not incur losses. Where appropriate, changes 

in the currency exchange rates may affect the value of investments. Prospective investors should read the offering 

documents, if applicable, for the details and specific risk factors of any Fund/Strategy discussed in this document.

Barings is the brand name for the worldwide asset management and associated businesses of Barings LLC and its 

global affiliates. Barings Securities LLC, Barings (U.K.) Limited, Barings Global Advisers Limited, Barings Australia 

Pty Ltd, Barings Japan Limited, Baring Asset Management Limited, Baring International Investment Limited, Baring 

Fund Managers Limited, Baring International Fund Managers (Ireland) Limited, Baring Asset Management (Asia) 

Limited, Baring SICE (Taiwan) Limited, Baring Asset Management Switzerland Sarl, Baring Asset Management Korea 

Limited, and Barings Singapore Pte. Ltd. each are affiliated financial service companies owned by Barings LLC (each, 

individually, an “Affiliate”). Some Affiliates may act as an introducer or distributor of the products and services of 

some others and may be paid a fee for doing so.

NO OFFER: The document is for informational purposes only and is not an offer or solicitation for the purchase 

or sale of any financial instrument or service in any jurisdiction. The material herein was prepared without any 

consideration of the investment objectives, financial situation or particular needs of anyone who may receive it. 

This document is not, and must not be treated as, investment advice, an investment recommendation, investment 

research, or a recommendation about the suitability or appropriateness of any security, commodity, investment, or 

particular investment strategy, and must not be construed as a projection or prediction.

Unless otherwise mentioned, the views contained in this document are those of Barings. These views are made 

in good faith in relation to the facts known at the time of preparation and are subject to change without notice. 

Individual portfolio management teams may hold different views than the views expressed herein and may make 

different investment decisions for different clients. Parts of this document may be based on information received 

from sources we believe to be reliable. Although every effort is taken to ensure that the information contained in 

this document is accurate, Barings makes no representation or warranty, express or implied, regarding the accuracy, 

completeness or adequacy of the information. 

Any service, security, investment or product outlined in this document may not be suitable for a prospective 

investor or available in their jurisdiction. 

Copyright and Trademark 

Copyright © 2024 Barings. Information in this document may be used for your own personal use, but may not be 

altered, reproduced or distributed without Barings’ consent.

The BARINGS name and logo design are trademarks of Barings and are registered in U.S. Patent and Trademark 

Office and in other countries around the world. All rights are reserved.

*As of June 30, 2024
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LEARN MORE AT BARINGS.COM

Barings is a $409+ billion* global asset management firm that partners with institutional, insurance, and 

intermediary clients, and supports leading businesses with flexible financing solutions. The firm, a subsidiary 

of MassMutual, seeks to deliver excess returns by leveraging its global scale and capabilities across public 

and private markets in fixed income, real assets and capital solutions. 


