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Secondary Markets as Impact 
Infrastructure
Rethinking Liquidity in Private Capital
By Brandon Tena Solis, Drew Tulchin & Katrina Dutt

Secondary markets – transactions where an existing investor sells their
stake to a new buyer, without new capital entering the company – have
emerged  as  a  practical,  complementary  tool.  For  impact-oriented
companies that need longer time horizons to scale responsibly, secondary
markets may be exactly the liquidity infrastructure the sector has been
missing.

Why the Impact Sector Needs Exits Now
Companies are staying private longer, and traditional exit pathways have
become  less  predictable.  For  context,  the  Q4  2024  PitchBook–NVCA
Venture Monitor reports U.S.  venture-backed exit  value totaled $149.2
billion in 2024, far below 2021 levels. [1] Public markets remain volatile,
and acquisitions face mounting regulatory scrutiny. The result: capital gets
locked up, and investors who specialize in early-stage companies take
longer  to  receive  payouts,  limiting  the  recycling  of  funds  into  new
companies. Business ecosystems stall.

For  impact  investing,  the  stakes  extend  beyond  returns.  High-impact
companies – those pursuing environmental,  social,  community,  and/or
governance  goals  alongside  financial  performance  –  are  sometimes
perceived as sacrificing returns for mission. That perception persists in
part because the sector lacks widely visible, well-documented high-return
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liquidity  events.  Secondary  markets  offer  a  practical  path  to  change  that  dynamic:  they  generate  real,
documented returns for investors while companies remain privately held and mission-aligned.

The urgency is well-documented. The 2025 Angel Capital Association (ACA) Angel Funders Report, drawn from
69 angel groups including New Mexico Angels, found that exit count has dropped more than 60% since the
2021 peak, with median returns hovering at just 1.3x and one in four exits returning less than invested capital.
M&A accounts for 85% of all liquidity events, while IPOs contributed only 5% in 2024 and nothing in 2023.
Among the ACA’s recognized 2024 exits: Arizona Tech Investors’ stake in Virtuous Software generated a 13.6x
return  (56%  IRR)  when  Susquehanna  Growth  Equity  led  a  $100  million  secondary-enabled  financing  in
September 2024, giving early investors the option to cash out while the company remained privately held. [2]

The contrast with unrealized companies is instructive. Across the 854 companies angel groups tracked in the
2024 data, the vast majority have not yet generated a liquidity event. Many are in life sciences, clean tech, and
community-serving  sectors  –  precisely  the  companies  that  require  longer  development  timelines  and
sustained, mission-aligned capital. Secondary markets offer a mechanism to relieve exit pressure without
forcing the company toward a premature sale or a loss of mission-aligned ownership.

Pressure Behind Impact Exits
Longer timelines to exits of any kind keep investors in companies. This pressure is felt most by smaller funds,
angels with limited dry powder, and regional ecosystems with limited resources. When there isn’t an exit and
the company still requires capital, it may turn to additional rounds. Such follow-on can get expensive, especially
where valuations increase. Even where they don’t, investors can run out of dry powder.

Investors  who can’t  write  a  check  get  diluted,  and may be motivated toward exits  even in  non-optimal
conditions. Capital concentrates among larger funds. Established managers captured 77% of LP capital in the
first half of 2024, even as cash distributions to investors fell to just 5.1% of net asset value, down from over
30% in 2021. [3]

The ACA’s 2025 report puts this in concrete terms. In 2024, 52% of all  angel group deals were follow-on
investments, up from 44% the year prior – a pattern the report attributes to angels stepping in defensively to
prevent dilution when exits have not materialized. Average investment per member has fallen 20% since the
2022 peak. For smaller funds and regional networks with limited reserves, this is a cash-flow constraint that
shapes which companies receive follow-on support.  Secondary markets  are one of  the few mechanisms
capable of bridging the structural gap between when investors need liquidity and when companies are ready
to exit. [4]

Secondary Markets, Explained
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A secondary transaction is simply a sale of an existing private-company stake from one investor to another,
without new capital entering the company or diluting the cap table. The venture secondary market alone grew
from $13 billion to $60 billion between 2012 and 2021, according to Industry Ventures. Across all private
markets, total secondary transaction volume reached $162 billion in 2024, surpassing the prior record of $132
billion set in 2021, split between $87 billion LP-led and $75 billion GP-led. [5]

Within that, the U.S. venture secondary market alone crossed $106.3 billion in 2025, cementing what PitchBook
analyst Emily Zheng describes as a shift “from a temporary liquidity solution into core market infrastructure.”
[6] In the 12 months from July 2024 through June 2025, total VC secondary transaction value surpassed the
combined value of all VC-backed IPOs over the same period – $61.1 billion versus $58.8 billion. [7]

Common transaction structures include:

•  Direct secondaries: An investor buys shares from an early VC, angel, or employee.

•  GP-led continuation vehicles:  A fund manager moves portfolio companies into a new vehicle, giving
existing investors the option to cash out or roll over.

•  LP-led sales: Existing limited partners sell their fund stakes to new investors.

Platforms in Practice
Equity crowdfunding platforms have been early movers in democratizing secondary access, and their data is
beginning to document real returns across diverse sectors:

•  StartEngine (founded 2014) operates one of the first SEC/FINRA-regulated Alternative Trading Systems for
equity crowdfunding securities. With over 400 issuers signed up and 7 documented exits, it is the most
developed retail-accessible secondary infrastructure in the U.S. [8]

•  Wefunder (founded 2011) enables community rounds and supports peer-to-peer share transfers, letting
investors exit by finding a buyer directly through the platform. Its clearest proof of returns: Beta Bionics, a
Wefunder alum, went public on Nasdaq in early 2025, raising $234 million. [9]

•  Republic Europe  (formerly Seedrs) runs a structured monthly secondary window with 300+ portfolio
companies  typically  available;  over  10,000  investors  have  sold  shares,  with  more  than £25  million  in
completed transactions.

•  Nasdaq Private Market, SeedBlink, and Sydecar offer more formal brokerage-style secondary access for
institutional and accredited investors.

Why This Is an Impact Investing Issue
Impact investors emphasize patient capital, founder alignment, and inclusive growth – but patient capital still
requires liquidity mechanisms. Without them, early stakeholders face a binary choice: hold indefinitely or force
a full company sale, potentially at the wrong moment for the business or its mission.

Secondary liquidity addresses this in two concrete ways. First, it enables smaller and regional investors – the
angels and community funds that back mission-driven founders earliest – to rebalance without forcing an exit.
Second, it reduces incentives for premature M&A driven by investor liquidity needs rather than strategic fit,
giving companies more runway to scale toward their social or environmental objectives.

Critically, completed secondary transactions generate documented return data. Every verified liquidity event
is evidence that impact-oriented companies produce real investor returns – exactly the visibility the sector
needs to counter the perception that mission comes at the cost of performance. The question for mission-
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aligned  stakeholders  is  not  whether  secondary  markets  exist,  but  whether  impact  investors  use  them
intentionally to document returns, keep aligned capital engaged, and sustain the ecosystems that fund change.

Sources & References
[1] PitchBook–NVCA Venture Monitor, Q4 2024.  [2] ACA Angel Funders Report 2025.  [3] PitchBook–NVCA Venture Monitor.  [4] ACA Angel Funders Report 2025.
[5] BlackRock, FY2024 Private Market Secondaries.  [6] PitchBook, 2025 Annual US VC Secondary Market Watch.  [7] Carta, VC Secondary Trends Q2 2025.  [8]
StartEngine, 2024 Annual Report.  [9] Crunchbase, Wefunder Company Profile.

Additional: Global Impact Investing Network; Campbell Lutyens FY2024 Secondary Market Overview; Industry Ventures; Hamilton Lane; OpenVC; Republic Europe
(Seedrs); Nasdaq Private Market.

UpSpring  Associates  (founded  as  Social  Enterprise  Associates)  is  a  boutique  management  consulting  firm  where
seasoned  professionals  work  alongside  entrepreneurs,  non-profits,  and  foundations  to  turn  visions  into  scalable,
sustainable realities. A registered B Corporation since 2009, we have been recognized multiple times as ‘One of the Best
for the World Small Business.’


