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Looking back at 2025

Secondary market deal flow set a new high watermark in 2025, with transaction volume exceeding $240 billion, a 48%
year-over year (YoY) increase.! This represents the first-time secondary deal volume has exceeded $200 billion, reflecting
a broad-based rise in selling activity across both LP-led and GP-led transactions as market participants sought to manage
liquidity needs in the absence of a meaningful improvement in exit conditions.

2025 unfolded against a backdrop of heightened macro and policy uncertainty shaped by currency volatility, rapid advances in
artificial intelligence, and shifting trade and geopolitical dynamics. While public markets reflected these developments with
immediate and often pronounced reactions, private markets generally adjusted more gradually.

We believe this divergence highlighted the growing importance of private capital as companies continue to stay private longer and
often rely on deeper pools of long-term capital. Within private equity, a broad-based rebound in M&A and IPO activity failed to
materialize, distributions remained below historical averages, and fundraising conditions continued to challenge many sponsors. In
this environment, we believe the secondary market played an important role, helping bridge the gap between long-term investment
horizons and evolving liquidity needs for both investors and sponsors.

Partnership Transactions GP-Led Transactions

Accounted for ~48% of volume, up 53% YoY, as a
well-capitalized secondary market supported new
liquidity solutions for fund sponsors and their
limited partners.!

Accounted for ~52% of volume, a 44% YoY increase,
as investors continued to embrace the secondary
market as a portfolio management tool.!

Single-asset continuation vehicles accounted for
~B3% of GP-led volume, underscoring their position
as one of the fastest-growing segments of the
secondary market.

While overall pricing remained relatively stable,
dispersion increased meaningfully across
strategies, vintages, and portfolio maturity.

After a brief pricing dip post “Liberation Day,” As sponsors face continued pressure to generate
markets stabilized, with high-quality buyouts trading DPI and manage growing fund NAVs, we expect

at tighter discounts and increased supply creating continuation vehicles will continue to serve as a
attractive entry points for secondary buyers. core portfolio management tool in the years ahead.

Looking forward

Despite a more optimistic outlook for 2026 in the exit market and increased sponsor activity, we believe the stage is set for a
significant, multi-year opportunity for the secondary market. With unrealized NAV projected to expand significantly and distributions
unlikely to return to prior levels absent a meaningful improvement to the exit environment, Lexington believes the secondary market
is poised for continued growth and compelling investment opportunities. We believe the rapid expansion of both partnership and
GP-led transactions underscores the secondary market’s strategic importance within private markets. This momentum is supported
by a growing base of buyers and increasing pools of dedicated secondary capital, providing critical liquidity for sellers and sponsors.

Ultimately, we believe that the secondary market’s growth highlights not only its relevance today, but also its potential to
remain a core pillar of private markets going forward.
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Important disclosures

This material is provided for general informational purposes only and should not be considered individualized investment advice, a
recommendation or a solicitation to adopt any investment strategy. It does not constitute legal or tax advice. Franklin Templeton or its affiliates
accept no liability for losses arising from use of this material.

The views expressed are those of the investment manager as of the publication date and may change without notice. These opinions and analyses
are based on certain assumptions, including market conditions that may change. They may differ from those of other portfolio managers or from the
firm as a whole.

This material is not intended to provide a complete analysis of all material facts regarding any country, region or market. No assurance can be given
that any forecast, projection or prediction regarding economies or financial markets will be realized. References to specific securities are for
illustrative purposes only and should not be interpreted as recommendations or a solicitation to buy, sell, or hold any security.

Any research or analysis in this material has been prepared by the investment manager for its own purposes and is provided incidentally. While the
information included is believed to be reliable, its accuracy and completeness cannot be guaranteed, and it is subject to change without notice.

Past performance does not guarantee future results, or any profit or gain. All investments involve risks, including possible loss of
principal.

Franklin Templeton offers environmental, social and governance (ESG) capabilities, though not all strategies or products incorporate ESG as part of
the investment process.

Investment strategies involving Private Markets (including investments in private companies and/or securities) are complex and speculative,
entail significant risk, should not be considered a complete investment program, and are suitable only for persons who can afford to lose their entire
investment. Such strategies may have limited liquidity in both the investment products and their underlying investments. Underlying investments
may never list on a securities exchange and lack available information due to their private nature. These factors may negatively impact such
investments’ market value and a manager’s ability to dispose of them at a favorable time or price.

References herein to “secondary” market purchases or transactions by Lexington, or “secondary” interests or investments held by Lexington,
generally refer to investments by Lexington that qualify as investments in “secondary funds” in accordance with the governing documents of the
relevant vehicle, and include investments made on a primary basis. References herein to “primary funds” exclude investments made on a primary
basis that qualify as “secondary funds” under the applicable governing agreements.

Lexington Partners is a Franklin Templeton affiliated company.

Investment strategies and services may not be available in all jurisdictions. Please consult your financial professional or Franklin Templeton contact
for further information.

Brazil: Issued by Franklin Templeton Brasil Ltda. Canada: Issued by Franklin Templeton Investments Corp. Offshore Americas: In the United
States, this publication is made available by Franklin Templeton. United States: Issued by Franklin Templeton. Investments are not FDIC insured;
may lose value; and are not bank guaranteed.

Europe: Issued by Franklin Templeton International Services S.ar.l, 8A, rue Albert Borschette, L-1246 Luxembourg. Poland: Issued by Templeton
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