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Key takeaways

» For private equity (PE) investors, the muted levels of sponsor-related M&A and exit activity have
been top of mind for (at least) the last few quarters. But corporate credit investors - in both the
liguid and private markets — have also been closely monitoring trends in the PE universe.

* We see two specific areas of interest. For one, a recovery in PE exit activity would help pave the
way for new PE investments — providing an opportunity for deployment of private credit capital
(‘dry powder’) to help finance such sponsor-related transactions.

» Second, the financing ‘mix shift’ between private and public credit has become increasingly
dynamic in recent years, ebbing and flowing based on market conditions. As a result, portions of
the addressable markets of borrowers now overlap, and private credit can be used to refinance
syndicated credit (and vice versa). Furthermore, 64% of the notional outstanding in the USD
broadly syndicated leveraged loan market is issued by firms backed by PE sponsors.

* With the most recent data in hand, we once again take stock of the pace of PE exit activity. While
late 2024 and 1Q2025 showed some encouraging signs of momentum, the pace of sponsor-
related M&A and PE exits has slowed in 2Q2025 in response to market volatility. Moreover, the
activity which has occurred in recent quarters has been largely concentrated among larger deals.

» Given the uncertainty related to global growth prospects, we expect the ‘valuation expectations
gap’ will persist between buyers and sellers — at least in the near term. In the meantime, with PE
investment inventory aging and exits remaining low, market participants’ interest in secondaries
and continuation vehicles is likely to increase further.

Exhibit 1: 35% of PE company inventory is 7 years or older
U.S. private equity-backed company inventory, by deal year
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Source: Pitchbook LCD, BlackRock. As of March 31, 2025 (most recent).

FOR QUALIFIED, PROFESSIONAL, INSTITUTIONAL AND WHOLESALE INVESTORS/ PROFESSIONAL CLIENTS ONLY | NOT FOR PUBLIC
DISTRIBUTION


https://www.blackrock.com/institutions/en-zz/insights/private-credit-staying-power

Why private equity activity matters for credit investors

For private equity (PE) investors, the muted levels of sponsor-related M&A and exit activity have been top
of mind for (at least) the last few quarters.

But credit investors have also been closely monitoring PE activity, for two reasons. First, a recovery in PE
exit activity would help pave the way for new PE investments - providing an opportunity for deployment of
private credit capital to help finance such sponsor-related transactions (Exhibit 2).

Second, investors in the syndicated leveraged finance universe also keep a close eye on trends in PE
landscape, especially given the increasing convergence between public and private credit markets in
recent years. As we have outlined previously, the financing ‘mix shift’ between private and public credit is
dynamic and tends to ebb and flow depending on market conditions (i.e., private credit may refinance a
broadly syndicated loan, and vice versa). Furthermore, 64% of the notional outstanding in the USD
broadly syndicated leveraged loan market is issued by firms backed by PE sponsors (Exhibit 3).

Exhibit 2: PE dry powder totaled $2.8 trillion as of 3Q2024, and private credit dry powder
stood at $450 billion

Global private equity and private credit dry powder (capital available for deployment), $ in trillions
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Source: Pitchbook LCD, Morningstar / LSTA, BlackRock. Captures most recent data available as of April 30, 2025.

Exhibit 3: The broadly syndicated leveraged loan market includes many PE-backed firms
Par amount outstanding ($ in trillions) for the Morningstar / LSTA USD Leveraged Loan Index, split by
sponsored and non-sponsored deals. At calendar year-end (2002 - 2024), and as of March 31, 2025.
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Source: Pitchbook LCD, Morningstar / LSTA, BlackRock. Captures most recent data available as of April 30, 2025.
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Higher interest rates and intermittent concerns about a slowdown in global growth weighed on financial
sponsors’ ability to exit existing investments in recent years. We believe a wide ‘valuations expectations
gap’ between buyers and sellers played a role in the muted activity.

This is illustrated in Exhibit 4, which shows how sponsor M&A volume has generally lagged strategic M&A
activity over the past several quarters (in absolute and relative terms). While cash-rich corporates sought
to grow and diversify their businesses through M&A, sponsor-related deals represented a lower share of
overall activity. Additionally, 2Q2025 volumes (for both strategic and sponsor related deals) are off to a
very slow start, owing, in our view, to broader market volatility and policy uncertainty. This, alongside a
quiet IPO market, has driven a continued decline in the U.S. PE exits / investments ratio (Exhibit 5).

The impacts of lower PE exit volume are also evident in the aging of PE inventories. Today, PE inventory
has grown to more than 12,300 portfolio companies, with 35% of PE-backed company inventory being 7
years or older, according to Pitchbook LCD (Exhibit 1). This has resulted in increased interest from some
market participants in secondaries funds and continuation vehicles, to unlock liquidity.

Exhibit 4: M&A activity - both strategic and sponsor - is off to a slow start in 2Q2025
Announced sponsor and strategic M&A deals in North America and sponsored volume as a share of the
total (RHS). Captures deals valued at $100 million or more, at announcement. Excludes canceled and
withdrawn deals.
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Source: Dealogic (ION Analytics), BlackRock. As of April 28, 2025. Sponsor related transactions are those that include a financial
sponsor on either side (as buyer or seller).
Exhibit 5: PE investments have outpaced PE exits
Count of U.S. PE exits / count of U.S. PE investments
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Returning capital to limited partners (LPs) can support PE fundraising volumes, as LPs may reinvest this
capital into a newer fund vintage. In a January 2025 McKinsey survey of 333 LPs, 2.5 times as many LPs
ranked distributions to paid-in capital (DPID) as a “most critical” performance metric, vs. three years ago.

That said, despite the muted aggregate figures, granular data illustrates increased activity in some
subsets of the market. For example, data from Pitchbook LCD shows 1Q2025 aggregate PE exit value
increased for the third consecutive quarter, reaching the highest level since 2021 (Exhibit 6).

Exhibit 7 demonstrates how median annual exit hold times also fell in 2024, for the first time since 2021,
supported by the increase in exit activity. Still, continued strength in exit activity will be required to offset
the exit shortage over recent years (again, Exhibit 5).

Moreover, the boost in aggregate exit volumes has been driven by larger transactions, as shown in
Exhibits 8 and 9. To us, this suggests that PE GPs are likely prioritizing ‘exiting’ their largest and highest-
quality assets given the market volatility.

Exhibit 6: PE exit values increased for the third consecutive quarter
Quarterly share of U.S. PE exit value ($ in billions) by transaction type
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Exhibit 7: Annual exit hold times fell in 2024
Median U.S. PE company holding times, in years
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We believe a resumption in activity will be somewhat contingent on a supportive macro backdrop —
including additional clarity on trade policy (given its importance to the global growth outlook, as we have
discussed previously).

More broadly, trends in PE are directly relevant to a wide range of institutional investors, including
pensions, endowments and foundations, given current estimated asset allocations (Exhibit 10). According
to a February 2025 analysis conducted by Preqin, on average, institutional investors in North America are
estimated to be overallocated to private equity (relative to their targets) by 0.4 percentage points on a
simple average basis. This compares to a 1.3 percentage point underallocation (again, relative to target) to
private credit.

Exhibit 8: Larger transactions have driven the year-to-date PE exit activity
U.S. private equity exit activity: median transaction size and count of transactions (RHS), for annual periods
2011 - 2024 and 1Q2025
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Source: Pitchbook LCD, BlackRock. 2025 is as of March 31, 2025. Captures latest available data as of April 30, 2025.

Exhibit 9: The distribution of PE exit activity by size bucket shows a similar trend
U.S. private equity exit activity count by transaction size, for annual periods 2011 - 2024 and 1Q2025
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Exhibit 10: Private equity is a sizable asset allocation for pensions, endowments and
foundations
Average weighted asset allocation of North American institutional investors surveyed by Preqin, as of

February 2025
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management.

Exhibit 11: Private equity represented two-thirds of global alternatives AUM as of Sept. 2024
Assets under management (unrealized value and dry powder) across alternative asset classes, $ in trillions
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Personales en Posesion de Particulares), to register your personal data you must confirm that you have read and understood the
Privacy Notice of BlackRock México Operadora. For the full disclosure, please visit www.blackRock.com/mx and accept that your
personal information will be managed according with the terms and conditions set forth therein.

In Peru, this private offer does not constitute a public offer, and is not registered with the Securities Market Public Registry of the
Peruvian Securities Market Commission, for use only with institutional investors as such term is defined by the Superintendencia de
Banca, Seguros y AFP.

This material is for distribution to Professional Clients (as defined by the Financial Conduct Authority or MiFID Rules) only and
should not be relied upon by any other persons.

In the UK and Non-European Economic Area (EEA) countries: this is Issued by BlackRock Investment Management (UK) Limited,
authorised and regulated by the Financial Conduct Authority. Registered office: 12 Throgmorton Avenue, London, EC2N 2DL. Tel: + 44
(0)20 7743 3000. Registered in England and Wales No. 02020394. For your protection telephone calls are usually recorded. Please
refer to the Financial Conduct Authority website for a list of authorised activities conducted by BlackRock.

In the European Economic Area (EEA): This document is marketing material. This is Issued by BlackRock (Netherlands) B.V. and is
authorised and regulated by the Netherlands Authority for the Financial Markets. Registered office Amstelplein 1, 1096 HA,
Amsterdam, Tel: 020 - 549 5200, Tel: 31-20-549-5200. Trade Register No. 17068311 For your protection telephone calls are usually
recorded.

In Switzerland: This document shall be exclusively made available to, and directed at, qualified investors as defined in Article 10 (3) of
the CISA of 23 June 2006, as amended, at the exclusion of qualified investors with an opting-out pursuant to Art. 5 (1) of the Swiss
Federal Act on Financial Services ("FinSA"). For information on art. 8 / 9 Financial Services Act (FinSA) and on your client
segmentation under art. 4 FinSA, please see the following website: www.blackrock.com/finsa.
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In Israel: BlackRock Investment Management (UK) Limited is not licenced under Israel's Regulation of Investment Advice, Investment
Marketing and Portfolio Management Law, 5755-1995 (the “Advice Law”), nor does it carry insurance thereunder.

In the DIFC: This document is intended strictly for Professional Clients as defined under the Dubai Financial Services Authority
(“DFSA™) Conduct of Business (COB) Rules. Blackrock Advisors (UK) Limited -Dubai Branch is a DIFC Foreign Recognised Company
registered with the DIFC Registrar of Companies (DIFC Registered Number 546), with its office at Unit L15 - O1A, ICD Brookfield
Place, Dubai International Financial Centre, PO Box 506661, Dubai, UAE, and is regulated by the DFSA to engage in the regulated
activities of ‘Advising on Financial Products’ and ‘Arranging Deals in Investments’ in or from the DIFC, both of which are limited to
units in a collective investment fund (DFSA Reference Number FOOO738).

In Saudi Arabia, This document is intended for Institutional and Qualified Clients (as defined by the Capital Market Authority) only
and should not be relied upon by any other persons. BlackRock Saudi Arabia, authorised and regulated by the Capital Market
Authority (License Number 18- 192-30). Registered office: 7976 Salim Ibn Abi Bakr Shaikan St, 2223 West Umm Al Hamam District
Riyadh, 12329 Riyadh, Kingdom of Saudi Arabia, Tel: +966 11 838 3600. CR No, 1010479419. For your protection telephone calls are
usually recorded. Please refer to the Capital Market Authority website for a list of authorised activities conducted by BlackRock Saudi
Arabia. Inthe UAE: This document is intended strictly for Exempt Professional Investors.

In the State of Qatar and the Qatar Financial Centre (QFC): This document is intended strictly for sophisticated institutions.

In Kuwait: This document is intended strictly for sophisticated institutions that are ‘Professional Clients’ as defined under the Kuwait
Capital Markets Law and its Executive Bylaws.

The information contained in this document, does not constitute and should not be construed as an offer of, invitation or proposal to
make an offer for, recommendation to apply for or an opinion or guidance on a financial product, service and/or strategy. Whilst great
care has been taken to ensure that the information contained in this document is accurate, no responsibility can be accepted for any
errors, mistakes or omissions or for any action taken in reliance thereon. You may only reproduce, circulate and use this document (or
any part of it) with the consent of BlackRock Investment Management (UK). The information contained in this document is for
information purposes only. It is not intended for and should not be distributed to, or relied upon by, members of the public.

The information contained in this document, may contain statements that are not purely historical in nature but are “forward-looking
statements”. These include, amongst other things, projections, forecasts or estimates of income. These forward-looking statements
are based upon certain assumptions, some of which are described in other relevant documents or materials. If you do not understand
the contents of this document, you should consult an authorised financial adviser. Any research in this document has been procured
and may have been acted on by BlackRock for its own purpose. The results of such research are being made available only
incidentally. The views expressed do not constitute investment or any other advice and are subject to change. They do not necessarily
reflect the views of any company in the BlackRock Group or any part thereof and no assurances are made as to their accuracy. Any
opinions, forecasts represent an assessment of the market environment at a specific time and is not intended to be a forecast of
future events or a guarantee of future results. This information should not be relied upon by the reader as research, investment advice
or a recommendation. This document is for information purposes only and does not constitute an offer or invitation to anyone to
invest in any BlackRock funds and has not been prepared in connection with any such offer. If you are an intermediary or third-party
distributor, you must only disseminate this material to other Professional Investors as permitted in the above-specified jurisdictions
and in accordance with applicable laws and regulations. Certain information contained herein has been obtained from published
sources and from third parties, including without limitation, market forecasts, internal and external surveys, market research, publicly
available information and industry publications. In addition, certain information contained herein may have been obtained from
companies in which investments have been made by entities affiliated with BlackRock. Although such information is believed to be
reliable for the purposes used herein, neither the Fund nor BlackRock assumes any responsibility for the accuracy or completeness of
such information. Reliance upon information in this material is at the sole discretion of the reader. Certain information contained
herein represents or is based upon forward-looking statements or information. BlackRock and its affiliates believe that such
statements and information are based upon reasonable estimates and assumptions. However, forward-looking statements are
inherently uncertain, and factors may cause events or results to differ from those projected. Therefore, undue reliance should not be
placed on such forward-looking statements and information.
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BLACKROCK and SO WHAT DO | DO WITH MY MONEY are trademarks of BlackRock, Inc. or its affiliates. All other trademarks are
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