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For investors new to private equity, traditional primary fund 
commitments can require significant patience. 

Private equity secondaries offer a differentiated way to build and 
manage private equity exposure by allowing investors to access 
opportunities with greater flexibility, visibility, and portfolio efficiency:
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Traditional Private Equity Potential Benefits of Secondaries

Building diversification can take multiple 
fund commitments over many years

Immediate exposure to diversified 
portfolios of funds and companies

Returns may be impacted by the  
early-stage J-curve

Access to more mature assets can reduce 
J-curve effects and improve visibility

Reaching target exposure can  
take years

Faster deployment and accelerated  
portfolio construction

Capital may remain tied up for  
extended periods

Earlier distributions can enhance liquidity  
and capital efficiency

Balancing return potential and downside  
risk can be complex

Historically attractive risk-adjusted return 
profile relative to other PE strategies

For illustrative purposes only. Diversification does not ensure a profit or protect against a loss.
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Secondary investments generally occur when a primary portfolio is substantially invested and generating liquidity

Typical timeframe to initiate 
a secondary investment

Typical primary investment cash flow profile

Year

Capital calls Distributions

1      2           3      4           5     6          7    8         9   10       11           12      13           14

Cash flow profile presented for illustrative purposes only. Data shown does not represent the performance of any HarbourVest fund/account.

2. Reduced J-Curve and Greater Visibility

In a traditional private equity fund, fees and investment costs are incurred before portfolio companies 
have had time to appreciate in value. As a result, reported returns may initially be negative before 
improving later in the fund’s life, an effect known as the J-curve.

Secondaries can help mitigate this effect by acquiring more mature assets which are primed for growth, 
often at a discount to net asset value. 

1. Broad Diversification from Day One
Diversification is one of the foundational principles of sound portfolio construction, and secondaries can 
provide it quickly.

Rather than building exposure gradually over many years and fund cycles, investors can gain immediate 
access to a backwards diversified private equity portfolio through a single secondary allocation. This may 
be particularly valuable for investors entering private equity for the first time and seeking to establish a 
meaningful allocation efficiently.

Well-diversified secondary programs can provide exposure to hundreds of underlying private equity 
funds and thousands of underlying portfolio companies, creating a level of diversification that would take 
many years and numerous primary fund commitments to replicate. This breadth of exposure may help 
reduce manager-specific, company-specific, and vintage year-specific risk while providing investors with 
access to a broad cross-section of the private equity market.

We dive into each of these points in greater detail below.

Five Potential Strategic Benefits of Secondaries
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3. Accelerated Portfolio Construction

Secondary buyers acquire interests in existing funds that already own underlying portfolio companies, 
giving investors exposure to operating businesses much more quickly. Net asset value (NAV) typically 
builds more quickly than in traditional buyout funds, allowing investors to reach target private equity 
exposure sooner and with greater predictability.

For investors seeking to establish a meaningful private equity allocation without waiting through a 
lengthy deployment period, this can be a significant advantage.

Exhibit 2: Secondary Strategies Typically Build Portfolio Exposure More Quickly than Traditional  
Buyout Funds

Net Asset Value (NAV)

As of March 31, 2026. Based on median universe observations. Source: MSCI Private Capital Solutions

1.	 CVC, Secondaries in the Spotlight: A Strategic Approach to Private Markets, November 26, 2025.

4. Earlier Liquidity and Improved Cash Flow Dynamics

Distributions in secondary funds often begin earlier than in primary funds due to the maturity of the assets 
they acquire. Investors may receive capital back sooner, reducing the amount of time capital remains tied 
up and providing greater flexibility for portfolio management and future investment opportunities.

One of the most compelling consequences of these earlier distributions is improved capital efficiency.1

Unlike primary fund commitments, where investors commit capital before underlying investments are 
known, secondary investors often can evaluate existing portfolio companies, historical fund performance, 
manager behavior, and unrealized asset quality prior to investing. This additional transparency may help 
reduce investment risk and improve underwriting confidence.
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As of March 31, 2026. Based on median universe observations. Source: MSCI Private Capital Solutions

Source: Preqin, as of December 31, 2024. Data run as of February 2025. Data is based on all vintage funds from Preqin’s database of 4,000+ private equity funds, 
including 410 secondary funds. This industry data reflects the fees, carried interest, and other expenses of the funds included in the data set. The fees, carried interest, 
and other expenses borne by investors in a HarbourVest fund / account may be higher or lower than the fees and expenses of the funds reflected in the data set.  
Past performance is not a reliable indicator of future results.

Exhibit 3: Secondary Funds Historically Require Less Capital at Risk

Exhibit 4: Historically, Secondary Funds Have Combined Attractive Returns with Lower Downside Risk

Cumulative net cashflow

5. A Compelling Risk-Return Profile

Historical industry data shows that secondary funds have delivered a complementary balance of 
attractive returns and downside protection compared to other private equity strategies.

Percentage of Funds Returning <1.0x Secondary vs. Buyout V/C
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Conclusion

Private equity secondaries offer investors a differentiated path to building meaningful exposure to 
the asset class with immediate diversification and accelerated portfolio construction, resulting in a 
meaningfully reduced J-curve with line of sight to early liquidity. These benefits are underpinned 
by a compelling risk-return profile that has historically delivered strong performance with lower 
loss ratios than traditional buyout or venture capital strategies. 

Whether deployed as an efficient entry point for investors new to private equity or as a 
complementary allocation within a mature portfolio, we believe secondaries should form a core 
part of investors’ private markets strategy.

While secondary funds can pose a significantly lower risk of capital loss, their median returns on an 
IRR basis marginally outpace those of other private equity strategies, giving the asset class a distinctive 
asymmetric risk/return profile.
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Disclosure:
Diversification does not ensure a profit or protect against a loss.

HarbourVest Partners, LLC (“HarbourVest”) is a registered investment adviser under the Investment Advisers Act of 1940. This material is solely for 
informational purposes; the information should not be viewed as a current or past recommendation or an offer to sell or the solicitation to buy 
securities or adopt any investment strategy.  In addition, the information contained in this document (i) may not be relied upon by any current or 
prospective investor and (ii) has not been prepared for marketing purposes. In all cases, interested parties should conduct their own investigation 
and analysis of any information set forth herein and consult with their own advisors. HarbourVest has not acted in any investment advisory, 
brokerage or similar capacity by virtue of supplying this information.  The opinions expressed herein represent the current, good faith views of the 
author(s) at the time of publication, are not definitive investment advice, and should not be relied upon as such. This material has been developed 
internally and/or obtained from sources believed to be reliable; however, HarbourVest does not guarantee the accuracy, adequacy or completeness 
of such information. The information is subject to change without notice and HarbourVest has no obligation to update you.  There is no assurance 
that any events or projections will occur, and outcomes may be significantly different than the opinions shown here. This information, including 
any projections concerning financial market performance, is based on current market conditions, which will fluctuate and may be superseded by 
subsequent market events or for other reasons. The information contained herein must be kept strictly confidential and may not be reproduced  
or redistributed in any format without the express written approval of HarbourVest.

Secondary Investing Risks. Secondary market transactions may impose higher costs than other investments and may require a fund to assume 
contingent liabilities associated with events occurring prior to the Fund’s investment. The overall performance of an Underlying Portfolio Fund 
acquired through a secondary transaction will depend in large part on the purchase price paid. In addition, a fund will generally not have any  
ability to negotiate terms with respect to interests in Underlying Portfolio Funds invested in through secondary market transactions.

Index Definitions:

Bloomberg is the source of the index data contained or reflected in this material. MSCI, S&P, FTSE Russell, and JP Morgan are the owners of the 
index data contained or reflected in this material and all trademarks and copyrights related thereto. This is HarbourVest’s presentation of the 
data. Bloomberg, MSCI, S&P, FTSE Russell, and JP Morgan are not responsible for the calculations conducted by HarbourVest, the formatting or 
configuration of this material, or for any inaccuracy in presentation thereof.

MSCI Private Capital Solutions (f.k.a. Burgiss Private Index Data) (unless otherwise indicated) reflects the fees, carried interest, and other expenses  
of the funds included in the benchmark. Please note that Fund returns would be reduced by the fees, carried interest, and other expenses borne  
by investors in the Fund. Such fees, carried interest, and other expenses may be higher or lower than those of the funds included in the benchmark. 
Certain information contained herein (the “Information”) is sourced from/copyright of MSCI Inc., MSCI ESG Research LLC, or their affiliates (“MSCI”),  
or information providers (together the “MSCI Parties”) and may have been used to calculate scores, signals, or other indicators. The Information is  
for internal use only and may not be reproduced or disseminated in whole or part without prior written permission. The Information may not be  
used for, nor does it constitute, an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product, trading 
strategy, or index, nor should it be taken as an indication or guarantee of any future performance. Some funds may be based on or linked to MSCI 
indexes, and MSCI may be compensated based on the fund’s assets under management or other measures. MSCI has established an information 
barrier between index research and certain Information. None of the Information in and of itself can be used to determine which securities to buy  
or sell or when to buy or sell them. The Information is provided “as is” and the user assumes the entire risk of any use it may make or permit to  
be made of the Information. No MSCI Party warrants or guarantees the originality, accuracy and/or completeness of the Information and each 
expressly disclaims all express or implied warranties. No MSCI Party shall have any liability for any errors or omissions in connection with any 
Information herein, or any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if  
notified of the possibility of such damages.
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HarbourVest is an independent, global private markets firm with 40+ years of experience and more than 
$167.9 billion assets under management as of June 30, 2026. Our interwoven platform provides clients 
access to global private equity, real assets and infrastructure, and private credit.

Americas | EMEA | Asia Pacific
harbourvest.com

Scan the QR code to  
discover HarbourVest insights

https://harbourvest.com

