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Introduction

As the private equity market has become increasingly competitive, GPs have adopted new strategic
capital solutions to better manage their portfolios, LP relationships, and internal operations.
Subscription lines, GP stakes transactions, and continuation vehicles are all strategic capital
solutions employed by sophisticated GPs designed to compete more effectively in today’s private
equity market. NAV loans — capital formed by borrowing against the Net Asset Value of a private
equity fund — are another strategic capital solution for GPs we feel poised for significant growth

in the coming years.

ORIX USA’'s GP Solutions team focuses on crafting NAV loans and GP management company
financing solutions for private equity sponsors. We offer the following as an introduction to NAV
loans — specifically single-fund or ‘Primary NAV’ transactions — for GPs and LPs exploring

this rapidly growing capital solution.

Private Equity Competitive Dynamics

As we noted in a prior market commentary, the private
equity market has become exceedingly competitive over
the last decade. The number of private equity firms has
increased ~40%, private equity dry powder has more
than doubled, and the largest firms are consuming an

increasing share of LP allocations to private equity funds.

To thrive in this increasingly competitive landscape,
private equity sponsors will continue to seek alternative
capital solutions to win investments, deliver returns,
manage LP relationships, raise capital, and drive the
enterprise value of their own firms.

Chart 1: Total Number of Active U.S. Private
Equity Firms?
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As shown in Chart 1, there are over 3,000 active private
equity firms in the U.S. today, ~40% more than just a
decade ago. Notably, we define this universe very
narrowly — institutionally funded buyout firms who have
raised a fund or closed a new investment in the past
three years. This ignores our estimate of an additional
3,000+ independent sponsors and family offices also
chasing deals. It also ignores the ~13,000 firms?
investing in private credit, secondaries, real assets

and other strategies. While this universe may not be
competing for buyout deals, they are certainly competing
with private equity firms for LP commitments.

Since 2014, private equity ‘dry powder’ — capital raised
by GPs for investment in portfolio companies — has
grown 137% to $1.7 trillion, according to Pitchbook.
On a standalone basis, this reflects the growth of the
private equity market over this period. However, this
quantum of capital represents six and a half years of
annual private equity investment activity — more than
double the capital overhang in 2014. Successfully
investing —and generating compelling investment
returns — is far more challenging today than it has
ever been.®


https://www.orix.com/wp-content/uploads/2025/04/GP-Solutions-Investment-Universe.pdf

Chart 2: Private Equity Dry Powder ($B)?
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At the same time, LPs are allocating a much higher
percentage of their fund commitments to private equity
funds of $5 billion or larger. In 2014, middle and lower
middle market funds (i.e., sub-$5 billion) garnered ~80%
of LP commitments, with the remaining ~20% to funds of
$5 billion or more. In 2024, the share of LP commitments
to the largest private equity funds more than doubled

to 45%. Consider this data in dollar terms. While in

2014 funds greater than $5 billion raised ~$60 billion,

by 2024 that more than tripled to $222 billion. By
comparison, capital raised by middle and lower middle
funds grew less than 20% over the same period. In our
opinion, competing for private equity deal flow and
returns is no doubt challenging, but competing for LP
capital may be even more difficult in today’s market.®

Chart 3: Fundraising by Fund Size®
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Chart 4: Fundraising Growth by Fund Size
(100 = 2014 Fundraising Dollars)?
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Strategic Capital Solutions

In response to these competitive dynamics, sophisticated
GPs have adopted new strategic capital solutions,
including subscription lines, GP stakes, continuation
vehicles, and, increasingly, NAV loans to better manage
their portfolios, their LP relationships, and their firms.

The growth in private market fund adoption of subscription
lines demonstrates GPs employing a new strategic capital
solution in response to competitive market dynamics.

At their introduction, subscription lines were primarily
employed as an administrative convenience for GPs

and their LPs. However, GPs were also able to employ
subscription lines to improve fund IRRs and compete
more effectively in fundraising. Per the Institutional Limited
Partners Association (ILPA), “the ability to delay calling
capital enhances the manager’s flexibility to execute deals
and shortens the J-curve, enhancing the fund’s Internal
Rate of Return (IRR), particularly early in a fund’s life, and
therefore its competitiveness on a quartile basis.™ In
response, GP adoption of subscription lines accelerated
significantly, and this strategic capital solution is now
employed in 81%°%6 of private market funds.

“Institutional Limited Partners Association: “Subscription Lines of Credit and Alignment of Interests” June 2017
*Haynes and Boone: “Fund Finance Insights: Subscription Line Pricing Stabilizes in First Half of 2024” July 31, 2024

5Preqin: “Special Report: Subscription Credit Facilities” June 2019



Chart 5: Percentage of Private Market Funds
Utilizing Sub-Lines®*®
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GP stakes transactions are another strategic capital
solution that has seen accelerated GP adoption in
response to competitive market dynamics. In 2024,

65 private equity firms sold minority stakes versus

just two at the inception of this market. While partner
liquidity and succession planning are the initial factors
most GPs consider when contemplating a GP stake
sale, EY points out the strategic value GPs gain from
these transactions noting, “a GP stakes investor, despite
being a minority shareholder, adds strategic value

to an asset management firm in multiple ways. Their
operational expertise and specialized knowledge support
back-office operations such as marketing, business
strategy, and regulatory compliance. Furthermore,

they can assist with fundraising by leveraging their
reputation, market knowledge, and network to attract
new capital and open distribution channels.”

Chart 6: GP Stakes Deals?®
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The rapid growth of continuation vehicles (CVs) is

yet another example of a new strategic capital solution
employed by private equity GPs to compete more
effectively in today’s market. The earliest CVs were
established to facilitate the repositioning or wind-down
of distressed GPs and Funds. Today, CVs are employed
by GPs to provide LPs liquidity and crystallize returns
while also retaining ownership of high-quality assets.
Moreover, by retaining AUM, extending management
fees, and growing carry dollars at work, GPs use CVs
to create enterprise value in their firms and build bigger,
better platforms with resources to compete more
effectively in the private equity market.

Chart 7: Continuation Vehicle Volume ($B)°®
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Primary NAV Lending

We believe NAV loans — capital formed by borrowing
against the net asset value (NAV) of a GP’s funds —

are another strategic capital solution for GPs poised for
significant growth in the coming years. NAV loans enable
GPs to form capital for multiple applications, making
them a particularly powerful tool among a sponsor’s
financing options. Most Primary NAV transactions are
used to fund add-on acquisitions at existing portfolio
companies and compare favorably to other alternatives
such as co-invest equity or Holdco PIK notes in terms of
cost of capital. In addition, NAV loans can be used to
finance new platform investments and portfolio company
recapitalizations, in CV transactions, to buy out minority
investors in portfolio companies, or to provide liquidity to
fund LPs. The high utility of primary NAV financing has
driven this market to approximately $45 billion'™ of annual
transaction volume in recent years.




Chart 8: Primary NAV Use of Proceeds
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Structure and Terms

Primary NAV transactions are structured as loans

or preferred equity investments on private equity funds.
This may be effectuated at the fund level, at a special
purpose vehicle (SPV) or Holdco sitting below the fund
holding the fund’s portfolio companies, or via an SPV
holding a subset of the fund’s assets. Transactions may
be structured on a term, delayed-draw, or revolving basis.
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NAV loans are structurally subordinate to debt at individual
portfolio companies but are cross collateralized across
the investments held by the underlying fund or SPV.
Transactions are governed by limitations on loan to

value (LTV) and portfolio diversification — which includes
both number of assets and concentration of NAV within
individual assets. As our friends at Fund Finance Partners
recently reported, 67% of Primary NAV transactions in
2024 included 6—15 underlying portfolio companies and
64% of transactions were executed at 10-20% LTV at
close (Initial LTV)."

Chart 9: Private NAV Underlying Assets'®
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Chart 10: Primary NAV LTV
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Primary NAV transactions are secured by the cash flows
from the underlying portfolio companies to the fund or
SPV in which the transaction resides. Primary NAV
transactions may also include an all-assets pledge of the
fund/SPV and/or full or partial recourse to the fund itself.




Portfolio Company Realizations

NAV loans are repaid primarily as the result of portfolio
company realizations. Consequently, a NAV loan is
customarily repaid with 100% of portfolio company
distributions prior to the fund’s LPs. However, primary
NAV loan providers may offer GPs flexibility to distribute
some or all portfolio company realization proceeds to
LPs subject to LTV and portfolio concentration tests.
Alpha Group recently reported primary NAV LTV
covenants are typically set with significant ‘headroom’
relative to initial LTV." This provides the GP with room
to manage any portfolio valuation volatility over the term
of the NAV loan.

Chart 11: LTV by Facility Size!!
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Terms

Primary NAV transactions are priced based on multiple
factors including:

« Initial and Covenant LTV
» Portfolio diversification
* NAV diversification within the portfolio

* Implied NAV loan ‘attachment’ and ‘detachment’
relative to aggregate portfolio company debt/EBITDA

» Portfolio company quality and performance

» Sponsor quality and performance

NAV loans may feature cash pay or PIK interest or a
combination thereof. Transactions customarily include
an upfront fee and a modest charge on undrawn
portions of a NAV facility structured on a delayed draw
or revolving basis.

Conclusion

In an increasingly competitive private equity market,
Primary NAV has emerged as another strategic
source of capital for GPs to manage their portfolios.
While the data provided above is representative of
the Primary NAV market on a broad basis, each GP’s
specific objectives and portfolio dynamics are unique.
As a result, NAV transactions are always customized
to the specific circumstances driving the transaction.
ORIX USA’'s GP Solutions team focuses on providing
$10-50MM strategic capital solutions in bespoke
structures to meet the needs of GPs looking to compete
and grow in today’s private equity market.
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Disclaimers

The information included in this document is for general informational purposes only and may not be relied on in any manner as legal,
tax, accounting or investment advice or as an offer to sell, or the solicitation of an offer to buy, an interest in any fund or other
investment product which can only be made by an offering memorandum or other relevant disclosure document that contains
important information about each fund or investment products’ risks, fees and expenses. Certain affiliates of ORIX Corporation USA
(the "Company" or "OCU") are registered with the SEC as an investment adviser. Registration with the SEC does not imply a certain
level of skill or training.

Notwithstanding anything to the contrary herein, except as reasonably necessary to comply with applicable securities laws, each
investor (and each employee, representative, or other agent of such investor) may disclose to any and all persons, without limitation of
any kind, the tax treatment and tax structure of any of the investment, transactions and all materials of any kind (including opinions or
other tax analyses) that are provided to the investor relating to such tax treatment and tax structure. Investors should be aware that a
determination of the tax consequences to them should take into account their specific circumstances and that the tax law is subject to
change in the future or retroactively and investors are strongly urged to consult with their own tax advisor regarding any potential
strategy, investment or transaction.

This document shall not constitute an offer to sell any securities or other investment product or services in any jurisdiction in which
such offer, solicitation or sale would be unlawful prior to registration or alternatively, a determination is made that an exemption from
registration under the securities laws of such jurisdiction applies. This document is not binding on any party, is only intended to be
used as a general guide and is neither tailored to the needs of nor takes into account the objectives or requirements of any particular
investor. Nothing noted herein should be considered as a specific investment recommendation. The Company makes no implied or
express recommendations concerning the suitability of any investment for any particular investor, as appropriate investment
recommendations depend upon each investor’s individual investment objectives and tolerance for risk.

Because this document is only a summary, it does not purport to provide all of the information about the Company that you or any
other party or prospective investor may deem material. The information included in this document is in draft form and is subject to
change in the Company ’s sole discretion and without notice to the recipient. Qualified persons who indicate an interest in investing in
will be furnished additional information about the Company and such investment opportunity, will have the opportunity to conduct their
own due diligence on the Company and such investment opportunity, and will have the opportunity to ask questions of and receive
answers from the management of the Company.

The information in this document has not been independently verified. No representation or warranty, express or implied, is made as
to the fairness, accuracy or completeness of this document and the information contained herein and no reliance should be placed on
it. All projections, valuations and statistical analyses are provided for informational purposes only. They may be based on subjective
assessments and assumptions and may use one among alternative methodologies that produce different results and, to the extent
they are based on historical information, they should not be relied upon as an accurate prediction of future performance. Certain
information included herein (e.g., statistics, figures, estimates, projections, characteristics and opinions) is based upon forecasts and
reflects prevailing conditions and management’s views as of this date, all of which are subject to change without notice. In preparing
such information, we have relied upon and assumed, without independent verification, the accuracy and completeness of all
information available from public sources or which was taken from third-party sources that are believed to be reliable but which have
not been verified for accuracy or completeness. Further, no third party has assumed responsibility for independently verifying the
information included herein, and, accordingly, no such person makes any representation or warranty with respect to the accuracy or
completeness or reasonableness or any such information. We make no warranties or representations of any kind with respect to the
information provided herein. In no event shall we be liable for any use or reliance of such information or for any inaccuracies or errors
in such information.

Important Information Regarding ORIX USA, Certain Subsidiaries and Business Units: ORIX Advisers is a subsidiary of ORIX
USA and is registered with the U.S. Securities and Exchange Commission (the “SEC”) as an investment adviser. Signal Peak Capital
Management is the leverage credit team of ORIX Advisers. ORIX Capital Partners is the private equity team of ORIX Advisers.
Growth Capital is the growth lending team of ORIX Advisers. Structured Credit, Asset Based Finance and GP Solutions are the
securitized credit teams of ORIX Advisers. Lument Real Estate Capital Holdings, LLC (“Lument”) is a subsidiary of ORIX Corporation
USA. Lument provides investment advisory services through Lument Investment Management, LLC, a registered investment adviser
with the SEC. NXT Capital Investment Advisers LLC (NXT) is also a subsidiary of ORIX USA and is registered with the SEC as an
investment adviser. Registration with the SEC does not imply a certain level of skill or training. Additional information with regard to the
various ORIX-affiliated investment advisers and the various ORIX USA investment teams and strategies (including changes to the
investment teams over time) noted in this document is available upon request. The Real Estate Capital and Infrastructure and Public
Finance business units within ORIX USA manage proprietary investments only and are not currently part of any registered investment
adviser. Boston Financial is a subsidiary of ORIX USA but is not registered as an investment adviser with the SEC. Securities are
available through Lument Securities LLC, a subsidiary of ORIX USA. Lument Securities, LLC is registered as a broker dealer with the
SEC and is a member of FINRA/SIPC. Certain employees of ORIX USA and its subsidiaries are registered representatives with
Lument Securities, LLC. This document has been prepared for institutional and qualified investors only. It has not been filed with
FINRA and may not be reproduced, shown, quoted to, or used with members of the public.
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