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Executive 
Summary

The exit market is improving, but liquidity has not fully normalized across the 
market. McKinsey reports that private equity exit value rose 41% in 2025, but that 
rebound was driven in large part by fewer, larger deals rather than a full return to 
broad-based liquidity. McKinsey also says liquidity pressures are reshaping the 
industry, with DPI as a share of total PE AUM at 6% for the 12-month period ended 
June 2025 versus a 16% average across 2015 to 2019.



That gap between better headlines and slower liquidity matters a great deal for 
Independent Sponsors. PwC says there remains a backlog of long-hold portfolio 
companies and that the rebound in exits will be uneven as buyers, lenders, and 
LPs continue to recalibrate expectations. It also notes that continuation vehicles, 
secondaries, and similar mechanisms will likely remain a pressure relief valve.



For Independent Sponsors, the implication is simple. Exit planning can no longer 
be treated as something that begins late in the hold. Liquidity assumptions now 
shape underwriting, value creation, capital partner discussions, and even which 
deals are worth pursuing in the first place. McKinsey’s March 2026 article on exits 
explicitly says leading firms start thinking about exits at the time of acquisition.





A BETTER 
EXIT MARKET 
DOES NOT 
MEAN AN 
EASY ONE

There is real improvement in the market. Bain says deal and 
exit value surged in 2025, and McKinsey describes 2025 as 
a sunnier year after several challenging ones. But Bain is 
clear that the recovery was narrow and that persistent 
liquidity issues continue to weigh on the industry.



That is the right lens for Independent Sponsors. The 
question is not whether exits are happening again. They are. 
The question is whether every good company will have a 
clean, timely, high-multiple exit when the sponsor wants one. 
Current evidence says no. Exit planning therefore has to be 
built around multiple plausible outcomes, not one idealized 
one. That is an inference supported by Bain, McKinsey, and 
PwC’s description of the current liquidity environment.



EXIT THINKING 
NOW STARTS AT 
ACQUISITION

McKinsey is explicit on this point. It says leading firms start thinking about exits at 
the time of acquisition, linking the investment thesis and target holding period to the 
planned exit strategy and developing value creation and exit in parallel rather than 
as separate workstreams. It also says many firms now monitor exit readiness 
continuously and revisit the plan every six to twelve months.



For Independent Sponsors, that means underwriting should include a real answer to 
a basic question: who is the next logical buyer, under what conditions, and what 
would need to be true operationally for that buyer to pay up? In the past, sponsors 
could rely more heavily on multiple expansion or a friendlier market window. Today, 
McKinsey says operational value creation is continuous and active across the life 
cycle, and PwC says the ability to truly create value is increasingly critical.



LONGER HOLDS 
CHANGE THE 
UNDERWRITING 
MATH

When liquidity slows, everything changes. McKinsey says 
the market now requires managers equipped for longer 
holds and uneven exits, and Bain says persistent liquidity 
issues are still affecting fundraising and industry 
momentum. PwC also points directly to a backlog of 
long-hold portfolio companies.



For Independent Sponsors, a longer-hold reality means 
the base case has to work without a quick exit. Cash 
generation, margin resilience, management depth, and 
realistic debt service matter more because assets may 
need to carry value for longer than originally planned. It 
also means the operating plan cannot be back-loaded. If 
liquidity takes time, value creation has to begin early. That 
is a market-based inference supported by the longer-hold 
and liquidity commentary above.



LIQUIDITY PATHS 
ARE BROADER, 

BUT NOT ALL ARE 
EQUAL

PwC says continuation vehicles, secondaries, and similar 
mechanisms are likely to remain part of the toolkit as the 
market works through its backlog. McKinsey’s exit article 
says continuation funds have become a go-to option for 
some sponsors seeking liquidity without selling to a new 
owner, but it also warns that these transactions carry 
valuation scrutiny, alignment issues, and the need for a 
clear value-creation plan.



For Independent Sponsors, this means two things. First, 
exit optionality should be considered a design feature, 
not an emergency response. Second, the best defense 
against a delayed sale is still building a business that 
multiple buyer types can understand and underwrite. 
McKinsey says leading sponsors increasingly plan for 
multiple exit paths rather than relying on a single buyer 
universe.




GROWTH, 
PROFITABILITY, 
AND BUYER 
READINESS 
MATTER MORE 
THAN EVER

McKinsey says growth and profitability remain the strongest 
determinants of exit success. In its March 2026 exit article, 
it notes that across Europe over the past six years, assets 
growing at more than 25% CAGR sold at roughly a 50% 
premium relative to assets growing at less than 5%, and that 
higher EBITDA margins also correlate with stronger 
valuations.



For Independent Sponsors, that is a very practical reminder. 
Exit planning is not just about timing. It is about building a 
business that is easier to buy. That means improving the 
earnings profile, clarifying the equity story, reducing 
diligence friction, and making the next owner’s underwriting 
easier, not harder. That conclusion follows directly from 
McKinsey’s framing of exit success drivers.



What 
Actually 
Matters Now

01
Start exit planning at 
acquisition, not in year four. 
The likely buyer universe 
should shape the original 
underwriting.

02
Underwrite to a longer-hold 
base case. Liquidity is 
improving, but it is still 
uneven, and backlog 
remains real.

03
Build value creation early 
enough to support multiple 
exit paths. Optionality 
matters more when market 
windows reopen unevenly.

04
Prioritize realistic liquidity 
routes over idealized ones. 
A credible alternative is now 
part of disciplined 
underwriting.
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DISCLAIMER

This presentation does not constitute an offer to sell or the solicitation of an offer to purchase any security. Recipients of this presentation agree that none of 
Independent Sponsor News (“ISN”) or its affiliates or its or their respective partners, members, employees, officers, directors, agents, or representatives shall have 
any liability for any misstatement or omission of fact or any opinion expressed herein. Each recipient further agrees that it will (i) not copy, reproduce, or distribute 
this presentation, in whole or in part, to any person or party including any employee of the recipient other than an employee directly involved in evaluating an 
investment in any funds (the “Fund or Funds”) without the prior written consent of ISN; and (ii) keep permanently confidential all information contained herein that is 
not already public. The information contained herein is preliminary, is provided for discussion purposes only, is only a summary of key information, is not complete, 
and does not contain certain material information about the Fund, including important conflicts disclosures and risk factors associated with an investment in the 
Fund, and is subject to change without notice. Any offer, sale or solicitation of interests with respect to the Fund will be made only pursuant to the Fund’s confidential 
private placement memorandum (the “Memorandum”), limited partnership agreement, and subscription agreement, and will be subject to the terms and conditions 
contained in such documents in accordance with applicable securities laws. This presentation is qualified in its entirety by reference to the Fund’s Memorandum, 
including without limitation all of the cautionary statements and risk factors set forth therein, the limited partnership agreement and the subscription agreement 
related thereto, copies of all of which will be made available in the future to qualified investors upon request and should be read carefully prior to any investment in 
the Fund. The information in this presentation is not presented with a view to providing investment advice with respect to any security, or making any claim as to the 
past, current or future performance thereof, and ISN expressly disclaims the use of this presentation for such purposes. Each recipient should consult its own 
advisers as to legal, business, tax and other related matters concerning an investment in the Fund. Past performance is not necessarily indicative, or a guarantee, of 
future results. Information about the Fund and prior investments made by ISN is provided solely to illustrate ISN’ investment experience, and processes and 
strategies. Such information is not intended to be indicative of the Fund’s future results. There can be no assurance that the Fund will achieve comparable results as 
those presented or that the Fund will be able to implement its investment strategy or achieve its investment objective. Investors in the Fund may lose part or all of 
their invested capital. Statements contained in this presentation are based on current expectations, estimates, projections, opinions and beliefs of ISN as of the date 
hereof. Such statements involve known and unknown risks and uncertainties, and undue reliance should not be placed thereon. Neither ISN nor any of its affiliates 
makes any representation or warranty, express or implied, as to the accuracy or completeness of the information contained herein and nothing contained herein 
should be relied upon as a promise or representation as to past or future performance of the Fund or any other entity. Unless otherwise noted, the information 
contained herein is unaudited and may be preliminary and subject to change, and ISN and its members, partners, stockholders, managers, directors, officers, 
employees and agents do not have any obligation to update any of such information. Certain figures in this presentation have been rounded. In addition, certain 
information contained herein has been obtained from published and non-published sources and / or prepared by third-parties, and in certain cases has not been 
updated through the date hereof. While such information is believed to be reliable for the purposes of this presentation, ISN assumes no responsibility for the 
accuracy or completeness of such information and such information has not been independently verified by it. Certain information contained herein constitutes 
“forward-looking statements,” which can be identified by the use of terms such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,” “continue,” 
“expects,” “anticipates,” “projects,” “future,” “targets,” “intends,” “plans,” “believes,” “estimates” (or the negatives thereof) or other variations thereon or comparable 
terminology. Forward looking statements are subject to a number of risks and uncertainties, some of which are beyond the control of ISN, including among other 
things, the risks listed in the Memorandum. Actual results, performance, prospects or opportunities could differ materially from those expressed in or implied by the 
forward-looking statements. Additional risks of which ISN is not currently aware also could cause actual results to differ. In light of these risks, uncertainties and 
assumptions, prospective investors should not place undue reliance on any forward-looking statements. The forward-looking events discussed in this presentation 
may not occur. ISN undertakes no obligation to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.




