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Private equity’s
liquidity moment

KUWAIT: Private equity has evolved from a niche insti-
tutional strategy inlo a core allocation for most inves Lors.
Ower the past two decades, attractive retums, diversifi-
calion benefits and access to operational value creation
beyond public markets have driven sustained investor
demand. Post the Clobal Financial Crisis, low-inlerest
rales and strong equily markel performance acceleraled
the growth of Private Equity and as of 2025, global pri-
vale equily assels under management reached approxi-
mately $9.8 trillion.

Privale equity liquidity model

Unlike public equities, private equity cash flows
depend not on trading activily bul on exit events such
as initial public offerings (IPOs), strategic sales, or
sponsor-lo-sponsor  transactions.  Historically, stable
exil markels enabled funds Lo distribute capital while
simullaneously raising successor vehicles, crealing a
sell-reinforcing cycle of capital that supported indusiry
growth.

Privale equily liquidily shock

The private equity industry has historically dis-
tributed 21 percent of AUM annually on average. This
dynamic changed materially in 2022. Rapid global in-
lerest rate increases compressed valualion mulliples
and raised financing costs and market volatility. This
resulted in widening valuation gap between buyers and
sellers and exit activity declined sharply. Industry dis-
tributions fell Lo approximately 10 percent of AUM in
2023, activity has started Lo recover but remains below
historical norms.

Implications — need for liquidity

Due Lo the reduced distributions, investors received
less capital than expecled, limiling their ability to re-
commit Lo new funds. Combined with ongoing capital
calls many investors became over allocated to the asset
class. This has contribuled to slower fundraising activ-
ity and more selective allocalion decisions among in-
vestors. Because the private equily model depends on
continuous capital recycling, weaker distribution envi-
ronments creale structural pressure on both investors
and fund managers Lo improve portfolio flexibility and
restore cash flow generation.

NBK
Wealth

Privale equily secondaries

Against this backdrop, the private equity secondar-
ies markel has emerged as a key mechanism supporting
liquidity within the assel class. Secondary transactions
allow imvestors Lo ransfer exisling fund interests or
company exposures withoul requiring underlying exils.
Institutional imvestors ulilize secondaries to rebalance
allocations, while fund managers employ continuation
vehicles Lo provide liquidity oplions Lo nvestors and
extend ownership of high-performing assels in a slower
exil environment. For buyers, secondaries offer access
Lo more malure assels with greater cash flow visibili-
by and shorter duration risk compared with tradition-
al primary markel commilmenls. As privale markels
adjust to a new distribution environmenl, secondaries
have evolved as a liquidity solulion and an investment
strategy positioned to benefit from the privale equily
markel’s ongoing transition.

New privale equily lquidily regime

The recent slow down in private equity distributions
may represent more than a cyclical interruplion and the
industry may be transitioning toward a new liquidity
regime shaped by longer holding periods and greater
reliance on alternative exil pathways.

Within this evolving landscape, secondary mar-
kels, continualion vehicles and allernalive realizalion
stralegies are likely o play a more permanent role in
maintaining capilal mobility across privale equity port-
folios. The industry's “liquidily moment” therefore re-
flects nol only a response Lo recent markel conditions,
but a broader maturation of private markels. The shift
in private equily liquidity dynamics carries imporiant
implications for private wealth investors. The recent
slowdown in distributions highlights that liquidity man-
agemenl is becoming an increasingly central consider-
ation in privale markel portfolio construction,

For high-net-worth investors and family offices,
pacing commilments across vinlages, strategies and li-
quidity profiles is increasingly important as realization
limelines have become less predictable. In response,
semi-liquid privale markel structures have gained trac-

NBK Wealth
Thought Leadership

Prizate lounys Lty Momant

tion within the wealth segment. These struclures aim Lo
balance long-term private markel exposure with peri-
odic subscription and redemplion mechanisms, offering
greater flexibility compared with traditional closed-end
funds. For private wealth portfolios, success increasing-
Iy depends nol only on manager selection and retun
expectations, bul also on liquidily planning aligned with
investors” broader financial ohjectives.

Key Takeaways

+ Private equity has matured inlo a core component
of diversified portfolios, with AUM of ~$9.8 trillion as
ol 2025,

+ Liquidily dynamics have shilled. Distributions have
fallen sharply from historical averages, driven by re-
duced exil aclivily.

+ Slower Distributions combined with ongoing cap-
ital calls have resulted in over allocations, highlighting
investors’ need for liquidity.

+ Secondaries and continuation vehicles are now
structural Wols for investors Lo manage liquidity.

+ Semi-liquid structures expand wealth access com-
plementing secondaries while balancing long-term ex-
posure with portfolio cash flow needs.

+ Stralegic portfolio planning is critical and in this
“liquidity moment”, success depends on manager se-
lection as well as liquidily planning.

19-04-2026

Kuwait Times

Page 10




E-NEWS

CLIPPINGS

NBIK
Wealth

INQUSTry SNITTS 10 New ligquidity regime

NBK Wealth: Private equity’s liquidity moment

Private equity has evolved from a niche
institutional strategy into a core alloca-
tion for most investors. Over the past
two decades, atrractive rerns, diversifi-
cation benefits and access to operational
value creation beyond public markets
have driven sustained investor demand.

Post the Global Financial Crisis, low-
interest rates and strong equity market
performance accelerated the growth of
Private Equity and as of 2025, global
private equity assets under management
reached approximately $9.8 trillion

The Private Equity Liquidity Model

Unlike public equities, private equity
cash flows depend not on trading activity
but on exit events such as initial public
offerings (IPOs), strategic sales, or spon-
sor-to-sponsor transactions. Historically,
stable exit markets enabled funds to dis-
tribute capital while simultaneously rais-
ing successor vehicles, creating a self-re-
inforcing cycle of capital that supporied
industry growth.

The Private Equity Liquidity Shock

The private equity industry has his-
torically distibuted 21% of AUM annu-
ally on average. This dynamic changed
materially in 2022. Rapid global inter-
est rate increases compressed valuation
multiples and raised financing costs and
market volatility. This resultedin widen-
ing valuation gap between buyers and
sellers and exit activity declined sharmply.
Industry distributions fell to approxi-
mately 10% of AUM in 2023, activity
has started to recover but remains below
historical norms.

Implications — Need for Liquidity

Due tothe reduced distributions investors
received less capital than expected, limit-
ing their ability to recommit to new funds.
Combined with ongoing capital calls many
investors became overallocated to the as-
set class. This has contributed to slower
fundraising activity and more selective
allocation decisions among investors. Be-
cause the private equity model depends on
continuous capital recycling, weaker distri-
‘bution environments create structural pres-
sure on both investors and fund managers
to improve portfolio flexibility and restore
cash flow generation.

Private Equity Secondaries

Against this backdrop, the private eq-
uity secondaries market has emerged as
a key mechanism supporting liquidity
n the asset class.Secondary trans-
actions allow investors to transfer exist-
ing fund interests or company exposures
without requiring underlying exits Insti-
tutional investors utilize secondaries to
rebalance allocations, while fund man-
agers employ continuation vehicles to
provide liquidity options to investors and
extend ownership of high-performing as-
sets in a slower exit environment.

For buyers, secondaries offer access
1o more mature assets with greater cash
flow visibility and shorner duration risk
compared with raditional primary mar-
ket commitments. As private markets
adjust to a new distribution environment,
secondaries have evolved as a liquidity
solution and an investment strategy posi-
tioned to benefit from the private equity
market's ongoing transition.

The New Private Equity Liquidity
Regime

The recent slowdown in private equity
distributions may represent more than
a cyclical interruption and the industry
may be transitioning toward a new li-
quidity regime shaped by longer holding
periods and greater reliance on alterna-
tive exit pathways.

Within this evolving landscape, sec-
ondary markets, continuation vehicles
and alternative realization strategies are
likely to play a more permanent role in
maintaining capital mobility across pri-
vate equity portfolios. The industry’s
“liguidity moment"” therefore reflects not

only a response to recent market condi-
tions, but a broader maturation of private
markets.

The shift in private equity liquidity
dynamics carries important implications
for private wealth investors. The recent
slowdown in distributions highlights that
liquidity management is becoming an
increasingly central consideration in pri-
vate market portfolio construction.

For high-net-worth investors and fam-
ily offices, pacing commitments across
ntages, strategies and liguidity profiles
is increasingly important as realization
timelines have become less predictable.
In response, semi-liquid private market
structures have gained traction within
the wealth segment. These structures
aim to balance long-term private market
exposure with periodic subscription and
redemption mechanisms, offering great-
er flexibility compared with traditional
closed-end funds. For private wealth
portfolios, success increasingly depends
not only on manager selection and return
expectations, but also on liguidityplan-
ning aligned with investors’ broader fi-
nancial objectives.

Key Takeaways

W Private equity has matured into a
core component of diversified portfolios,
with AUM of ~$9.8 trillion as of 2025,

M Liguidity dynamics have shifted.
Distributions have fallen sharply from
historical averages, driven by reduced
exit activity.

B Slower Distributions combined with
ongoing capital calls have resulted in
overallocati highlighting investors’
need for liquidity.

B Secondaries and continuation vehi-
cles are now structural tools for investors
to manage liquidity.

B Semi-liguid structures  expand
wealth access complementing secondar-
ies while balancing long-term exposure
portfolio cash flow needs.

M Strategic portfolio planning is criti-
cal and in this “liquidity moment”, suc-
cess depends on manager selection as
well as liquidity planning.

Di: er

The information and opinions contained
in this report have been obtained or de-
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rived from sources that Watani Investment
Company KSCC (“NBKW") believes are
reliable without being independently veri-
fied as w their accuracy or completeness.
NBKW believes the information and opin-
ions expressed in this report are accurate
and complete; however, NBKW gives no
representations or warranty, express or im-
plied, as to the accuracy or completeness
of the content. Additional information may
be available upon request. NBKW accepts
no liability for any direct, indirect, or con-
sequential loss arising from the use of the
content. This report shall not be considered
investment, legal, accounting or tax advice
or a represeniation thal any investment
or strategy is suitable or appropriate for
the individual circumstances or otherwise
constitutes a personal recommendation. It
is not o be relied upon as a substiution
for the exercise of independent judgment.
In addition, NBKW may have issued, and
may in the future issue, other reports that
are inconsisient with and reach different
conclusions from the information present-
ed in this report. Those reports reflect the
different assumptions, views, and analyti-
cal methods of the analysts who prepared
the reports, and NBKW is under no obli-
gation to ensure that such other reports
are brought t your atiention. The value of
any investment or income may fall as well
as rise and you may not get back the full
amount invested. Past performance should
notbe taken as an indication or guarantee of
future performance, and no representation
or warranty, express or implied, is made
regarding fumre performance. Informa-
tion, opinions, and estimates contained in
this report reflect a judgment ar the report’s
original dae of publication by NBKW and
are subject to change without notice. The
content is provided for general circulation
and promotional purposes only. No neces-
sary information about the content of this
document has been omited.
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