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NAV financing has moved from niche to mainstream in private markets. Once viewed as a short-term fix for funds under
pressure, it is now one of the fastest-growing tools in the private equity liquidity toolkit. The shift is not just “more capital
chasing the trade”; it is a response to longer holding periods, slower distributions, and sharper LP scrutiny.
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But as this market expands, an important question has emerged: Is NAV financing strengthening GP-LP alignment or
creating new risks as the GP is no longer managing only between portfolio companies and LPs? There is now a lender with
its own risk controls, information rights, and (often) a specific view on monetization. In practice, NAV financing is
becoming a governance event as much as a financing event.

Why now? Because liquidity has remained a top-of-mind performance metric. In a recent LP survey, DPI was tied with
MOIC as the second-most important metric shaping allocation decisions!!], with market data backing up LP concerns.
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In parallel, the liquidity toolbox has scaled fast. Global secondary market volume reached a record $202bn in 2025 (up
39% from 2024), with GP-led volume at $101bn. NAV financing is increasingly the adjacent tool: it can bridge time to exit,
fund follow-ons, and (potentially more controversially) accelerate distributions when exits are delayed.

Secondaries Transaction Volumes and Dry Power Levels

USD Billions
$250 4yr
$200
3yr
$150
- 2yr
®
$100 ® . ®
= o o t
$50 ; lyr
$37
50 2 Oyr

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Em[P-led ®GP-led Opportunistic ~ @Dry Powder (Years of Transaction Volume)

Source: RJ PCA market intelligence as of January 2026.

The Liquidity Arms Race

NAV loans and continuation vehicles were once viewed as competing solutions, but they are increasingly used together to
solve different problems. Continuation vehicles are equity solutions: they reset ownership, bring in new capital, and offer
“true” liquidity for LPs who elect to sell. NAV facilities are debt solutions: they monetize a portion of embedded value
without crystallizing an exit. In a tight exit window, NAV financing can buy time; in a strong window, it may not be needed.

As a result, some GPs are layering NAV facilities with continuation structures to manage liquidity across fund lifecycles.
Others are adopting hybrid models that combine subscription and NAV financing into a single umbrella facility.

The result is what could be called a liquidity arms race. Firms are competing to find the most efficient, cost-effective, and
flexible ways to manage capital. Lenders are racing to innovate structures that balance flexibility with security.

The market’s own growth expectations underscore how permanent this tool may become, with estimates projecting that
NAV-based facilities market could grow from approximately $100bn today to $600bn by 203012,
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Where the money goes, and why it matters
The debate around NAV financing often centers on whether it is being used for value creation or for optics. The most LP-

sensitive use case remains distributions funded by leverage, because it can pull cash forward while pushing repayment
(and interest cost) to future realizations.

Importantly, market data suggests most NAV usage is still tied to portfolio support rather than “synthetic DPI.” An
estimated 80% of NAV-based facilities have been used to support portfolio companies and 20% to make distributions[3].

Within primary buyout-style NAV facilities, follow-ons are the dominant stated use of proceeds, followed by portfolio

company debt management, with distribution use a small share on a standalone basis but more meaningful when
bundled with other purposes.
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What to watch for in 2026

A notable shift is underway. Some institutional investors are no longer just fund investors; they are also NAV lenders.
Pension plans, insurers, and sovereign wealth funds are deploying capital into NAV lending platforms or direct
transactions. The appeal is straightforward: stable, collateralised exposure with attractive yields and shorter duration
than traditional private equity investments.

This development is reshaping power dynamics in the market. LPs are becoming both equity participants and creditors,
effectively lending against the same portfolios in which they invest. For GPs, this opens new capital sources. For LPs, it
offers a way to generate yield while staying close to the assets they know.

ILPA’s guidance is accelerating a shift toward “expected disclosure” around rationale, structure, leverage limits, and the
impact on performance metrics. GPs should get ready for more LP requests of NAV-adjusted performance views (e.g., DPI
and IRR shown both gross and net of fund-level leverage effects).

The old private equity model revolved around binary liquidity moments. Today, liquidity is continuous, engineered, and
actively managed. NAV financing is one expression of that shift, allowing managers to reshape timing without reshaping
ownership. But with that flexibility comes responsibility and every acceleration of DPI today echoes in tomorrow’s risk
profile.

In a market defined by longer holds and uneven exits, fund-level leverage is becoming a strategic choice rather than a
defensive one. The differentiator will not be access to NAV capital, it will be judgment. When to use it, how much to use,
and how clearly the trade-offs are communicated.
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