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InsightsSecondary funds as a strategic 
portfolio tool: From liquidity to 
programme implementation

As the secondary market grows in scale 
and sophistication, secondary funds 
are moving beyond their traditional role 
as a source of liquidity. For institutional 
investors, they can offer a practical way 
to build, diversify and manage private-
markets exposure with greater flexibility 
and efficiency.

The secondaries market: From niche 
to institutional scale
The secondaries market has experienced significant 
growth over the past decade, reaching an estimated 
$230 billion of transaction volume in 2025, more than 
40% above the prior year and a record for the asset 
class. This momentum is expected to continue, with 
assets under management across secondary strategies 
projected to more than double by 2030.1

This shift happened alongside an important change  
in perception: the secondary market has evolved  
from being perceived as a venue where distressed  
and forced sellers offload assets, to a strategic tool  
for portfolio rebalancing, cash-flow management  
and allocation decisions.
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Its evolution and maturity are also reflected in the 
market’s increasingly diversified composition, both 
by transaction type—with GP-led transactions now 
representing almost half of transaction volume2—and 
by strategy, as fast-growing areas such as credit, 
infrastructure, and venture secondary funds emerge  
as their respective primary markets grow, deepen,  
and mature.

For many institutional investors, access to this 
opportunity set is most practically achieved through 

dedicated secondary funds, which can provide 
diversified exposure across transaction types, 
managers, vintages, and strategies.

The expansion of the secondaries market historically 
has been driven in part by a more challenging exit 
environment across private markets, with liquidity and 
limited exit routes cited as the leading concern by 80% 
of institutional investors, alongside asset-valuation 
considerations and broader portfolio-management 
needs.3

Figure 1: Secondary market assets under management and GP-led and LP-led shares (1990–2030F)

Source: Coller EQT using Greenhill, Campbell Lutyens, Evercore, Jefferies, Lazard as of February 2026.

Secondary transaction

The purchase of an existing private-markets interest or asset after 
the original commitment has been made. Price is negotiated by 
reference to reported net asset value (NAV).

LP-led transaction

•	 The secondary buyer acquires interests in a fund from one/
multiple LPs before the fund’s Termination Date

•	 It assumes the original LPs’ obligations for outstanding  
capital calls

•	 Initiated by an investor or limited partner (LP) seeking liquidity 
and portfolio adjustments

Secondary fund

A dedicated vehicle that acquires these interests and assets, 
building a portfolio diversified across managers, vintages, sectors 
and, increasingly, asset classes.

GP-led transaction

•	 The secondary buyer invests in a Continuation Vehicle/Fund, 
which:

	— Is set up to acquire one or more portfolio companies of a 
predecessor fund

	— Will continue to be managed by the fund’s GP

•	 Initiated by a fund manager or general partner (GP) seeking to 
offer liquidity options to their existing LPs and/or to secure more 
time/ capital for their companies to generate value

Source: State Street Investment Management.
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Beyond liquidity: The portfolio role 
of secondaries
At this stage of the market’s evolution, the case for 
allocating to secondary funds extends beyond the 
market’s traditional association with liquidity provision. 
The diversification, implementation efficiency, cash-
flow management, and portfolio-construction disciplines 
that have long shaped public-market investing can now 
be applied more deliberately to private markets, with 
secondary funds providing one of the most effective 
tools to support that transition.

Increasingly, secondary fund strategies are being used 
as practical tools to help investors construct, manage, 
and expand private markets programmes.

1	 Portfolio Construction

2	 Programme Management

3	 Portfolio Access

Note: The benefits covered in this paper primarily refer to allocations 
to, or investments in, secondary funds.

Figure 2: Summary of portfolio benefits of secondary funds

Portfolio construction Portfolio management Portfolio access

•	Complementing primary fund commitments

•	Increasing exposure to mature assets

•	Managing vintage exposure

•	Potentially reducing concentration to individual 
managers, sector and vintages

•	Managing commitment capacity

•	Accelerating deployment

•	Balancing new commitments against distributions

•	Potentially creating a different cash-flow profile 
from primaries

•	Accessing mature companies and assets

•	Accessing managers and strategies where primary 
capacity may be constrained

•	Gaining exposure to established portfolios rather 
than waiting for new vintages to mature

Source: State Street Investment Management. Non-exhaustive list of benefits, for illustrative purposes only. As of August 2026.
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1. Portfolio construction

From a portfolio-construction perspective, secondaries 
can complement primary commitments by helping 
investors design private markets allocations more 
deliberately. By providing exposure to more mature 
assets, diversified vintage years, and a broader mix of 
managers, sectors and strategies, secondary funds 
ould possibly reduce reliance on any single commitment 
cycle while potentially mitigating concentration risk. 

In practice, a single allocation to a secondary fund 
can provide access to more than 200 GPs across 
different strategies, more than 10 vintage years and 
several thousand companies globally.4 This could make 
secondaries a useful complement to traditional primary 
commitments for allocators seeking to build more 
balanced and resilient private-markets portfolios  
over time.

Figure 3: Look-through comparison of primary fund and secondary fund commitment

Primary fund commitment Secondary fund commitment

GP One >200

Strategy One •	2 at fund-level (GP-led and LP-led)

•	c.3 at GP-level (buyout, growth, credit) 

Geography Single country, pan-regional, global Global (US, Europe, APAC)

Sectors/Niches 1-Many All

Type of deal Single companies only •	LPs portfolios

•	Single assets and multi-assets CVs

# of companies 8–20 >3,000

Vintage year One – c.5 investment years >10

Sources: State Street Investment Management, based on the typical features of a primary mid-market fund with a max. of 20 portfolio 
companies and Coller EQT flagship fund series. For illustrative purposes only. 
Diversification does not ensure a profit or guarantee against loss.
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2. Programme management 

Allocations to secondary funds can help allocators 
manage private markets programmes more efficiently. 
Compared with primary commitments, secondary funds 
can often accommodate larger average commitment 
size5 while maintaining attractive diversification, 
allowing investors to deploy capital more quickly, 

and scale their programmes with greater operational 
efficiency. This can be particularly valuable for 
allocators seeking to build exposure rapidly with limited 
investment resources. Secondaries can also help 
balance new commitments against distributions and 
create a more flexible cash flow profile than primary-
only programmes.

Figure 4: Cash-flow profile of primary and secondary fund investments

Source: Coller EQT. For illustrative purposes only. As of August 2026.
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3. Portfolio access

The diversified exposures available through LP-led 
portfolios and GP-led transactions within secondary 
funds can enable allocators to access strategies, 
managers, and geographies that may otherwise be 
difficult for institutional investors to source directly. This 
is particularly relevant for balanced secondary funds 
with a meaningful allocation to GP-led transactions, 
which are often bilaterally negotiated, require extensive 
due diligence, and may be difficult for many allocators—
particularly smaller institutions—to access on a 
standalone basis. 

Private credit secondaries can further broaden portfolio 
access by providing exposure to seasoned credit 
portfolios, potentially offering more compelling entry 
points, reducing blind-pool risk, and accelerating 
deployment relative to primary commitments.

Finally, investing through a secondary fund can provide 
exposure to more mature assets, where value creation 
is already more visible and expected holding periods 
may be shorter.

Figure 5: The J-curve mitigation of secondaries

Source: State Street Investment Management and Coller EQT. The J Curve is the typical pattern of returns of Private Equity: during the investment 
period the fund’s performance is typically negative due to management fees, fund expenses, and capital deployment. As the portfolio companies 
increase in Fair Market Value/ are exited for profit, the trend slowly becomes positive. For illustrative purposes only. As of August 2026.
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Implementing secondary funds in an 
investor portfolio
For investors, the practical question is no longer  
whether secondaries could provide liquidity to the 
private-markets ecosystem, but how they could be 
incorporated into portfolio design and programme 
management. Used deliberately, allocations 
to secondary funds may sit alongside primary 
commitments as a tool to scale exposure, manage 
pacing, reduce concentration and improve visibility  
on underlying assets and cash flows.

Defining the role of secondary funds by 
investor type

The role of secondary funds will vary depending on an 
investor’s starting point, programme maturity and level 
of sophistication. 

Investors building a new or underweight private markets 
allocation may use secondary funds to shorten the 
ramp-up period and reduce the blind-pool exposure 
typically associated with primary commitments. More 
mature programmes may use secondaries to rebalance 
exposures, support more disciplined commitment 
pacing, enhance cash-flow visibility, complement 
distributions and improve capital efficiency. In each 
case, the objective should be to define the role 
of secondary funds within the overall allocation, 
rather than treating them as a standalone or purely 
opportunistic sleeve.

Implementation strategies should then reflect that role. 

For investors entering private markets for the first time, 
secondary funds can provide a practical way to begin 
building exposure immediately, offering diversified 
access through a single commitment in a cost-effective 
and resource-efficient manner. For investors with larger 
and more sophisticated programmes, implementation 
should begin with a more detailed review of the existing 
portfolio, assessing current exposure by strategy, 
vintage year, manager, geography and liquidity profile, 
and identifying where secondary funds can address 
specific gaps.

In private equity, this may mean adding exposure 
to more mature assets, increasing diversification 
across vintages and managers, or adjusting exposure 
to specific sectors and regions. In private credit, 
secondary funds may help investors access seasoned 
loans and portfolios, accelerate deployment and 
manage concentration as programmes grow.

Manager selection and due diligence

Manager selection is central to implementation. 
Investors should assess the breadth and quality  
of a manager’s access to LP-led and GP-led 
opportunities, as well as the intended balance  
between these exposures within the proposed fund. 

Key diligence areas should include the length,  
quality and consistency of the track record; specialist 
expertise across equity and credit; underwriting, 
valuation and pricing discipline; portfolio construction 
and risk management; and the operational infrastructure 
required for institutional reporting, monitoring and 
execution. 

Investors should also assess the fee structure in 
the context of expected net returns, cash-flow 
characteristics and the role of the fund within the  
overall private markets allocation, as higher fees need  
to be justified by the value delivered at portfolio level.

The ability to source, diligence and structure 
transactions is particularly important in areas of the 
market that are less accessible to individual allocators, 
including complex GP-led transactions and segments 
such as credit secondaries.

Building more flexible private markets 
portfolios with secondary funds

In summary, secondary funds should be viewed as 
a strategic component of the private markets toolkit, 
rather than being seen solely through the lens of 
liquidity.

By combining primary fund commitments with equity 
and credit secondary fund strategies, investors can 
build, scale, diversify and manage private markets 
exposure with greater flexibility over time, while also 



8Secondary funds as a strategic portfolio tool

statestreet.com/investment-management 
State Street Global Advisors (SSGA) is now State Street Investment Management. 
Please click here for more information.
State Street Global Advisors Worldwide Entities
Important risk information
Investing involves risk including the risk of loss of principal.
The whole or any part of this work may not be reproduced, copied or transmitted or any 
of its contents disclosed to third parties without SSGA’s express written consent.
The views expressed in this material are the views of Benedetta Balducci through the 
period ended August 20, 2026 and are subject to change based on market and other 
conditions. This document contains certain statements that may be deemed forward-
looking statements. Please note that any such statements are not guarantees of any  
future performance and actual results or developments may differ materially from  
those projected.
All information is from SSGA unless otherwise noted and has been obtained from 
sources believed to be reliable, but its accuracy is not guaranteed. There is no 
representation or warranty as to the current accuracy, reliability or completeness of, nor 
liability for, decisions based on such information and it should not be relied on as such.
The information provided does not constitute investment advice and it should not be relied 
on as such. It should not be considered a solicitation to buy or an offer to sell a security. It 
does not take into account any investor’s particular investment objectives, strategies, tax 
status or investment horizon. You should consult your tax and financial advisor.

Diversification does not ensure a profit or guarantee against loss.
Bonds generally present less short-term risk and volatility than stocks, but contain 
interest rate risk (as interest rates raise, bond prices usually fall); issuer default risk; 
issuer credit risk; liquidity risk; and inflation risk. These effects are usually pronounced 
for longer-term securities. Any fixed income security sold or redeemed prior to maturity 
may be subject to a substantial gain or loss.
Debt Securities: The values of debt securities may increase or decrease as a result 
of the following: market fluctuations, changes in interest rates, actual or perceived 
inability or unwillingness of issuers, guarantors or liquidity providers to make scheduled 
principal or interest payments or illiquidity in debt securities markets; the risk of low 
rates of return due to reinvestment of securities during periods of falling interest rates 
or repayment by issuers with higher coupon or interest rates; and/or the risk of low 
income due to falling interest rates.
Investments in private funds are subject to the risks of the underlying investments held 
by the private fund. Private funds are not registered under the Investment Company 
Act of 1940 and therefore, an investor in such fund is not subject to its regulatory 
protections. Generally, little public information exists on the portfolio holdings of a 
private fund which means the private fund may be employing investment strategies not 
known to the Adviser. Investments in private funds are considered illiquid and may be 
difficult to value.
© 2026 State Street Corporation. All Rights Reserved.  
ID4762500-9092186.1.2.GBL.INST 0926 Exp. Date: 08/31/2027

supporting cash-flow planning, commitment pacing 
and capital efficiency. The implementation challenge is 
to define the role of secondary funds within the overall 
allocation, determine the right mix for the portfolio, align 
it with cash-flow needs and governance resources, and 
select managers capable of executing across a broad 
and increasingly specialised secondaries market.
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