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Key Takeaways

1. This study provides an update of a White Paper we issued in
November 2021. Several factors warrant a fresh look at
Portfolio Finance. Most importantly, our initial projection of
the significant growth of this emerging asset class appears to
have proven conservative in subsequent market
developments.

2. Against this background, we provide a revised medium-
term scenario, according to which deal volume could increase
to almost $100 billion by 2028, limited only by the availability
of capital for these financings.

3. We estimate that Portfolio Finance transactions totaled
$22 billion in 2023 across fund financings, LP interest
financings and GP financings, representing a more than
sevenfold increase since 2019.

4. Since the publication of our initial White Paper, adoption of
portfolio finance has increased considerably faster than we
had anticipated. We explore the causes for this acceleration in
the growth of Portfolio Finance, including the liquidity issues
that have been caused by the unanticipated increase in
interest rates in 2022 —2023.

5. While Limited Partners (LPs) and General Partners (GPs)
alike have sought efficient solutions to address these liquidity
issues, the dramatic shift in the global interest rate
environment has laid bare that equity-based instruments may
not always be the preferred choice. Instead, credit-based
solutions may be more efficient in certain situations.

6. While the emergence of liquidity constraints amid a surge
in interest rates has served as a catalyst for Portfolio Finance,
we believe that the market will continue to see robust growth
over the medium term.

7. Notwithstanding the sharp increase in deal activity over the
past four years, we believe that the Portfolio Finance market
is still embryonic. Rather than view the recent surge in deal
volume as a cyclical phenomenon, we anticipate the
accelerated usage of these solutions to improve awareness
and adoption among GPs and LPs of more flexible solutions in
fund financings, LP interest financings and GP financings.

8. In discussing this outlook, we emphasize the flexibility of
Portfolio Finance, encompassing a range of instruments,
including traditional loans and preferred equity (which we
further segment into unitranche, mezzanine and structured
equity). These structures, which can be tailored to the specific
needs of GPs and LPs, may complement existing equity-based
options.

9. As part of the evolution of the GP centered secondaries
market we are seeing sponsors use credit-oriented NAV-based
instruments. Fund financings may be preferred when funds seek
to recapitalize portfolio companies, require capital for growth
investments and opportunistic acquisitions, or wish to increase
the liquidity position of their holdings without selling or diluting
exposure in the underlying assets especially if buyers cannot
agree on the GP’s valuation.

10. Informally described as the intersection of private credit
and secondaries, we believe Portfolio Finance is emerging as an
asset class with distinct risk-return properties, including cross-
collateralization of underlying assets, cash flow priority and
meaningful asset over-collateralization.

11. Market conditions are anticipated to remain favorable as
adoption by issuers of Portfolio Finance increases, consistent
with comparable developments in the private equity
secondary market.

12. Overall, we believe that Portfolio Finance has the
potential to play an increasingly important role in investors’
portfolios, just as private credit has evolved as an investment
strategy over the past decade.
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For illustrative purposes only.

Alplnvest believes that the Portfolio Finance market is best understood by bringing together three
closely related financings; (i) Fund Financings also often referred to as NAV lending; (i) GP
Financings that relate to the assets of a fund manager and (iii) LP Interest Financings involving
portfolios of interests in private funds.

To request a copy of the full report, submit an inquiry form here: https://www.alpinvest.com/contact.
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IMPORTANT INFORMATION

This White Paper has been prepared without regard to
the circumstances and objectives of those who receive it.
Investment concepts mentioned in this publication may be
unsuitable for investors depending on their specific
investment objectives and financial position. Private
equity funds are intended for qualified investors only.
They are often speculative, provide limited liquidity,
involve a high degree of risk, including the loss of capital,
and may engage in the use of leverage, short sales, and
derivatives. Recipients are advised to independently
evaluate particular investments and strategies and are
encouraged to seek the advice of financial and tax
advisers. This newsletter may not be construed in any
manner as investment advice or as a recommendation

with respect to any investment, strategy or product.

Certain information contained herein constitutes
“forward-looking statements,” which can be identified by
the use of terms such as “may”, “will”, “should”, “expect”,
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“anticipate”, “project”, “estimate”, “intend
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, “continue,”
“target” or “believe” (or the negatives thereof) or other
variations thereon or comparable terminology. Due to
various risks and uncertainties, actual events or results
may differ materially from those reflected or

contemplated in such forward-looking statements.

Economic and market views and forecasts reflect our
judgment as of the date of this newsletter and are
subject to change without notice. In particular, forecasts
are estimated, based on various assumptions, and may
change materially as economic and market conditions
change. Alpinvest has no obligation to provide updates
or changes to these forecasts. Further, unless otherwise
expressly stated herein, any analysis discussed herein
express Alplnvest’s views only as of the date of
publication. AlpInvest expressly disclaims any duty to

update any of the information provided herein.

Certain information contained herein has been obtained
from published and non-published sources prepared by
other parties, which in certain cases have not been
updated through the date hereof. While such information
is believed to be reliable for the purpose used in this
presentation, Alplnvest does not assume any

responsibility for the accuracy or completeness of such

information and such information has not been
independently verified by Alpinvest. Except where
otherwise indicated herein, the information provided in
this newsletter is based on matters as they exist as of the
date of preparation and not as of any future date, and
this newsletter will not be updated or otherwise revised
to reflect information that subsequently becomes
available, or circumstances existing or changes occurring

after the date hereof.

The value of and income from investments may vary
because of changes in interest rates or foreign exchange
rates, securities prices or market indexes, operational or
financial conditions of companies, geopolitical or other
factors. Tax considerations, margin requirements,
commissions and other transaction costs may significantly
affect the economic consequences of any transaction

concepts referenced in this publication.

Past performance is not necessarily indicative of future
performance. The price or value of investments may rise
or fall. Estimates of future performance and other
forecasts are based on assumptions that may not be
realized. Actual results may vary substantially.

Under no circumstances should this newsletter be
construed as a solicitation to buy or sell any security or to
participate in any investment strategy, nor should this
publication, or any part of it, form the basis of, or be
relied on in connection with, any contract or commitment

whatsoever.
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