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Private Credit Secondaries: An Overview

Sean O'Hara, CAIA, Chief Investment Officer

Credit secondaries have arrived. What was once episodic and fragmented has quickly evolved into a scalable, repeatable market. While the private
credit secondary market remains at an early developmental stage with relatively limited dedicated buyside capital, its trajectory parallels the early
private equity secondary market, which evolved from a distressed-seller tool into a mainstream portfolio-management instrument.

The private credit market has continued to grow rapidly, reaching an addressable market estimated at over $4.4 trillion in 2025. This growth has
been propelled by strong borrower demand, sustained allocator appetite for higher-yielding, floating-rate instruments, and the retreat of traditional
banks from parts of the mid-market lending landscape. The market is also broadening in scope, extending beyond direct lending into areas such as
asset-backed finance and infrastructure lending.
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THE MARKET OPPORTUNITY

In private equity secondaries, approximately 2-3% of net asset value typically changes hands each year. Applying a similar turnover rate to the
credit secondary market implies potential annual deal flow of roughly $80 billion. By comparison, credit secondaries represented a $23 billion
market in 2025, an eight-fold increase since 2020. Even with this rapid growth, the asset class's turnover ratio remains close to 0.5%, indicating
substantial runway for further expansion.

Recent headlines about slowing private credit fund performance and liquidity pressures in semi-liquid funds are bringing high-quality credit
portfolios to market as managers seek cash to meet investor redemption requests. In many cases, these portfolios are priced attractively to

provide sellers with speed and certainty of execution, rather than because of concerns about underlying asset quality.

Coller Capital estimates that roughly 25% of the $4.4 trillion private credit market is under liquidity pressure, with that share expected to rise
materially. Because more than 80% of private credit is held in closed-end funds, delays in private equity exits are increasingly creating liquidity
pressure across private credit portfolios.

Together, these dynamics are creating a compelling opportunity for disciplined secondary investors. By capitalizing on sentiment-driven

dislocations rather than fundamental credit weakness, buyers can gain exposure to resilient private credit assets at attractive valuations.

DEAL TYPES

The market is currently organized around three main transaction channels:

® Limited Partner (LP) Interest Purchases

Deliver liquidity directly to institutional investors through the sale of partnership interests in private credit funds. This represents the most
established and standardized segment of the credit secondary market.

® GP-Centered Continuation Vehicles

Provide liquidity through an existing private credit fund to all investors, while allowing the credit manager to hold onto performing assets
through a new vehicle with enhanced alignment. Unlike private equity continuation vehicles (where one or a small number of assets are typically
selected), credit continuation vehicles are generally structured as full-fund solutions, with diversification as a core feature.

® GP Strategic Solutions

Balance sheet solutions related to private credit assets held by banks, insurers, or asset managers, including managed funds, joint ventures,
and strip sales. Unlike LP interest purchases or continuation vehicles, these transactions address institution-level objectives such as balance
sheet optimization, regulatory capital management, and strategic repositioning.
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INVESTMENT PERFORMANCE

For buyers of credit secondaries, investment performance is driven mainly by three factors: portfolio yield, pull-to-par dynamics, and
disciplined management of credit losses. Because credit investments offer naturally limited upside, returns are largely determined at the
point of entry. Price discipline is therefore critical. Buyers should look beyond headline discounts quoted in the market and focus instead on
the effective entry discount, after accounting for transaction mechanics and interim cash flows.

The entry economics of a credit secondaries transaction comprise four components:

Headline Price

Credit secondary transactions are typically priced as a percentage of the GP's reported NAV for the underlying credit portfolio. NAV generally
reflects the fair market value of the assets, often expressed as a percentage of the par, or face, value of the underlying loans. In private
markets, GP valuations are usually informed by borrower-level financial performance and market benchmarks for yields and spreads on
comparable credit risk. For loans marked below par, buyers may benefit from pull-to-par upside at repayment, capturing the difference
between the discounted NAV at purchase and the loan's par value, provided the borrower's credit quality can be validated.

Roll-Forward Economics

The pricing date often occurs several months before closing because loan portfolios are typically valued quarterly. During this interim period,
buyers usually receive the economic benefit of interest income, fees, and principal repayments, which effectively reduces the purchase price.
Two transactions with the same headline price can produce different economics depending on the length of the roll-forward period.

Deferred or Structured Consideration

Sellers may agree to receive part of the purchase price on a deferred basis, typically 6 to 12 months after closing, which can increase the
effective discount. Cash generated by the acquired portfolio may help fund the delayed payments. In select transactions, GPs may also
subordinate their rollover commitment to provide buyers with additional downside protection.

Investor Economics / Structure

In GP-centered transactions, buyers may negotiate key economic terms including management fees, carried interest, and distribution
waterfalls. Although these levers do not change the purchase price, they can have a meaningful impact on net investor returns. Fund-level
leverage is another important return driver, with both pricing and advance rates influencing overall economics.

SUMMARY

Private credit secondaries can offer attractive benefits for investors and merit consideration as part of a well-diversified private credit
portfolio. Their core appeal lies in the opportunity to acquire seasoned, cash-generative private credit portfolios, supported by deep-dive
due diligence, at a discount to carrying value.

10-13% 150-200 bps 1,000s

EFFECTIVE ENTRY DISCOUNT ON SENIOR
SECURED CREDIT ASSETS IN CURRENT
MARKET

POTENTIAL RETURN PREMIUM VS. UNDERLYING LOANS ACCESSIBLE VIA
PRIMARY DIRECT LENDING STRATEGIES SECONDARY CREDIT, A UNIQUELY
(2-3 YR DURATION) DIVERSIFIED EXPOSURE

In today's market environment, disciplined underwriting and thoughtful structuring are enabling select secondary transactions in senior
secured credit assets to be completed at effective discounts of 10-13%. These entry points can provide meaningful downside protection
while creating the potential for a 150-200 basis point return premium versus a primary direct lending fund, delivered through a shorter-

duration portfolio of two to three years.

A further advantage is diversification. Secondary credit investors can gain exposure to thousands of high-quality underlying loans originated
by established credit GPs, sharply reducing the impact that underperformance by any single borrower may have on the overall portfolio. This
breadth of exposure is a powerful risk mitigant and is uniquely accessible through the credit secondary market.
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IMPORTANT DISCLOSURES

All information herein is as of July 14, 2026 unless otherwise indicated.

Investing in private funds involves significant risks, including the potential loss of capital, limited liquidity, and long investment horizons. Prospective investors
should carefully consider the fund's investment objectives, risks, fees, and terms, and consult their own legal, tax, and financial advisors before making any

investment decision.

Past performance does not guarantee future results; no representation is being made that any investment will or is likely to achieve profits or losses similar to
those achieved in the past, or that significant losses will be avoided. The value of an investment will fluctuate over time, and an investor may gain or lose money,

or the entire investment.

The information provided is for informational purposes only. This commentary discusses broad market, industry or sector trends, or other general economic or
market conditions. There can be no assurance that any trends discussed herein will continue. The views and opinions expressed are subject to change at any time

without notice.

Any statement about a particular investment or company is not an endorsement, solicitation, or recommendation to buy or sell any such security. The information
does not constitute, and should not be construed as, investment advice or legal, accounting, financial or tax advice, nor is it tailored to the circumstances and

needs of each prospective investor.

Statements that depend on future events are forward-looking statements. Forward-looking statements are not guarantees of performance, and are inherently
subject to, among other things, risks, uncertainties, and assumptions. These statements may be based on assumptions that are believed to be reasonable,
however there is no assurance that actual results may not differ materially from expectations. Investors should not place undue reliance on forward-looking
statements. There should not be an expectation that such information will be updated, supplemented, or revised whether as a result of new information, changing

circumstances, future events or otherwise.

Obsiido has not made any representation or warranty, expressed or implied, with respect to fairness, correctness, accuracy, reasonableness, or completeness of
any of the information contained herein, and expressly disclaims any responsibility or liability, therefore. The information contained herein is not intended to
provide, and should not be relied upon for, accounting, legal or tax advice or investment recommendations. Investors should make an independent investigation

of the information contained herein, including consulting their tax, legal, accounting, or other advisors about such information.

OBSIIDO and its logos, slogans, taglines and other trademarks are trademarks of Obsiido Capital Management Ltd. and may not be used without permission.

Obsiido is a technology enabled investment management firm that specializes in researching, structuring, and enabling investments in core alternative

investment opportunities within private markets and hedge funds. Obsiido is registered as an investment fund manager in Ontario and as a portfolio

manager and exempt market dealer in Ontario, British Columbia and Alberta.

For more information contact: Gonen Hollander, VP, Private Wealth at gonen.hollander@Obsiido.com
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