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discounts
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Secondaries have become one of the fastest-growing

segments in private equity, now representing some of the
largest funds ever raised. Their appeal largely hinges on
the belief that secondary funds accelerate capital
deployment, expedite distributions and mitigate the J-
curve effect—allowing investors to realize returns far

sooner.

At their core, secondary funds acquire fully invested,
harvest-period private equity portfolios, which should, in
theory, enable faster capital deployment and earlier
liquidity. Additionally, there is a common assumption that
these assets are acquired at material discounts. This
paper explores whether secondary funds are truly

delivering on these expectations.
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MYTH 1

Reality: Secondary Funds Take a Long Time to Deploy
Unlike buyout funds, which take years to build portfolios,
secondary funds accelerate deployment by acquiring fully
invested fund commitments. In theory, this should shorten
investment periods.

However, in practice, secondary funds follow similar
timelines, calling capital over five years and deploying a
median of 68% of commitments, compared to 80% for
buyout funds. As a result, secondary funds are contributing

to—rather than solving—the time horizon challenge.
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MYTH 2

The increasing prevalence of
GP-led transactions may also
contribute to reduced
distributions. While GP-leds
can offer exciting upside
potential, they lack the
near-term cash flow profile
of traditional LP-led
secondary transactions.
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Reality: Distributions Take Just as Long as Traditional PE
Secondary funds were originally designed to deploy capital
quickly, allowing investors to reap the benefits of private
equity much sooner. The premise was simple: by acquiring
mature funds in their ‘harvest phase,” secondary funds
could accelerate distributions.

However, prolonged deployment periods have significantly
hindered this advantage, further exacerbated by factors
such as leverage and recycling. As a result, the time
required for secondary funds to achieve a 1.0x DPI
(distribution to paid-in capital) now closely mirrors that of

buyout funds, typically ranging from 8 to 10 years.
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MYTH 3

Average US PE Company’

Reality: Most Secondary Funds Buy PE at Essentially No
Discount

Contrary to popular belief, discounts in secondary
transactions are typically small due to rising prices and the
nature of the discount itself. In 2024, the average price for
LBO funds was 94%“. However, since the discount applies
only to the equity portion of the enterprise value, its impact
is further reduced. Accounting for these factors, secondary
funds acquire exposure to companies at an average
EBITDA multiple of ~12.3x34, compared to 12.7x! for typical
PE-backed companies. As a result, secondary returns now

depend less on discounts and more on future growth.
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In conclusion, while secondary funds can provide attractive long-
term returns, many fall short of their promised benefits—namely,

quick deployment, rapid distributions and deep discounts.

Investors looking to leverage secondary funds to jumpstart or
complement their private equity portfolios should conduct thorough
due diligence to ensure these investments align with their strategic

objectives.

Discover Overbay’s unique approach to secondaries. Our goal is
to deliver the strongest distributions and the best risk-adjusted
returns in private equity.

Speak with our team

Vo 181 Bay Street, Suite 3110

S Brookfield Place, Bay Wellington Tower overbaycapital.com

OVERBAY Toronto, ON M5J 2T3
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Disclaimer

The opinions expressed herein reflect Overbay’s current views and are subject to change. Past
events and trends are not indicative of future events or results. This commentary provides
general information on market conditions and does not constitute fiduciary advice, investment
recommendations, or research. The accuracy of the data compiled is not guaranteed, and the
views expressed may change after the issuance of this commentary. The information provided
is for informational purposes only and should not be considered investment advice or an offer
to sell or solicit any investment vehicles managed by Overbay. The suitability of investment
concepts mentioned in this commentary depends on individual investment objectives and
financial positions. Investors should carefully review tax considerations along with fees and
transaction costs with their investment and tax advisors. The information in this commentary is
believed to be reliable and obtained from public sources, but no warranty is provided regarding
its accuracy or completeness.

Past performance is not necessarily indicative of future performance.

This Document contains certain statements, estimates and projections that are “forward-
looking statements.” These statements can generally be identified by the use of forward-
looking terminology, including “may,” “believe,” “will,” “expect,” “anticipate,” ‘“estimate,”
“continue,” “rankings” or other similar words. Overbay does not make any representations or
warranties (express or implied) about the accuracy of such forward-looking statements.
Readers are cautioned that actual results of an investment could differ materially from forward-
looking statements or the prior or projected results. Readers of this Document are cautioned
not to place undue reliance on forward-looking statements.
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