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The Brief Case on Liquidity in
Evergreen Private Market Funds

For many investors, liquidity is one of the defining differences between

public and private markets. Understanding how it works in private equity,
particularly in evergreen structures, is critical to setting expectations around
access, liquidity, and performance. While evergreen funds offer a more
flexible model than traditional closed-end vehicles, they are designed with
specific safeguards to balance liquidity with long-term investment discipline.

UNDERSTANDING EVERGREEN LIQUIDITY MECHANICS

Evergreen funds provide long-term exposure to private markets with
the potential for periodic liquidity. These funds are typically perpetual in
nature, offering rolling subscriptions and redemptions (often monthly or
quarterly) rather than following a defined investment and harvest cycle.
However, the liquidity they offer is intentionally limited and managed
differently than in public vehicles.

Unlike traditional closed-end private equity funds, evergreen structures
are generally funded fully from the outset. Investors fund their capital

at subscription, and the general partner manages cash flows within the
vehicle. This design provides continuous exposure to private markets and
allows managers to oversee inflows, outflows, and liquidity needs directly.

IN EVERGREEN STRUCTURES:

Capital is accepted on a rolling basis. Investors can subscribe periodically
at NAV based on internal portfolio valuations.

Redemptions are periodic and capped. Most evergreen funds offer
quarterly redemptions with 30-90 days’ notice, typically limited to 2.5-5%
of NAV per period.

Liquidity is managed through cash reserves, portfolio realizations,
and new subscriptions, often supported by a liquidity sleeve (discussed
in greater detail below).

Discretionary limits may apply. Managers may defer or limit redemptions
in periods of market stress to protect the long-term value of the fund.

These structural elements are fundamental to how evergreen funds balance
investor access with private equity’s long-duration investment profile.
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THE ROLE OF THE LIQUIDITY SLEEVE

To meet redemption requests without disrupting long-term investment
strategies, evergreen managers often maintain a liquidity sleeve—a
reserve of cash or liquid assets. These reserves are typically funded
by new subscriptions, retained cash flows, or realized proceeds from
exited investments.

Liquidity sleeves help buffer redemption activity during normal market
conditions, but they are not unlimited. Redemption capacity remains
subject to fund terms, and sleeves are not intended to support daily
liquidity. During periods of elevated redemptions or market volatility,
sleeves are used in conjunction with other fund-level tools such as
advance notice requirements and discretionary gates.

HOW LIQUIDITY WORKS IN EVERGREEN PRODUCTS

Investors who are familiar with mutual funds and public markets often
find it helpful to learn how liquidity works differently in evergreen private
market funds. Clarifying the following distinctions is important when
evaluating fund design and setting portfolio expectations.

Evergreen funds are not daily-liquid vehicles.

Although they offer more flexible access than closed-end drawdown funds,
evergreen vehicles do not provide same-day or daily liquidity. Redemptions
depend on fund-specific constraints, including liquidity reserves and recent
portfolio realizations.

Redemption limits reflect investing discipline.

Quarterly redemption caps, typically set at 2.5% to 5% of NAV, are built
into the fund structure to align investor pacing with portfolio capacity.
These features support stable capital deployment and reduce the risk
of asset fire sales.

Redemption gates are designed to be safeguards for investors.
Gates are procedural tools designed to manage redemption activity
during periods of elevated volatility or market dislocation. When applied,
they typically delay, rather than deny, investor access. Gates operate
as a liquidity management mechanism intended to prevent redemption
imbalances that could lead to forced asset sales, thereby promoting
stability and the sustained realization of long-term value.

REAL-WORLD EXAMPLES

OF EVERGREEN LIQUIDITY
MANAGEMENT

Historical examples provide insight
into how evergreen structures have
operated under stress.

2020

Redemptions and gating

during COVID-I9.

During the onset of the COVID-I19
pandemic, several evergreen
funds implemented temporary
redemption gates—not due to
distress, but to avoid liquidating
quality assets in a dislocated
market. Redemption queues were
fulfilled in subsequent quarters,
and funds preserved the long-term
integrity of their portfolios.

2022

Liquidity sleeves in tighter
financial conditions.

As interest rates rose and

financial conditions tightened in
2022, several evergreen funds
experienced increased redemption
activity. Those with well-managed
liquidity sleeves and cash buffers
were able to meet requests without
triggering gates or divesting assets
at inopportune times. These cases
underscore the value of disciplined
liquidity planning.
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Unlike public strategies, evergreen funds are not subject to daily outflows. This stability allows managers to
take a patient, value-focused approach: holding assets through cycles, avoiding forced sales, and deploying
capital opportunistically.

While some evergreen funds may be priced daily, the private companies comprising their portfolios are not typically
priced by the market on a daily basis, which may result in more stable portfolio valuations. This dynamic reinforces
along-term investment mindset and can reduce reactionary behavior. By accepting limited liquidity, investors may
gain exposure to opportunities—such as operational turnarounds or growth strategies—that take time to realize
but may offer attractive return potential over the long term.

PUTTING IT TOGETHER

Evergreen private equity funds offer a way to access long-term strategies while retaining the option for
periodic liquidity. While they are not daily-liquid vehicles, they are designed with tools—such as redemption
caps, notice periods, liquidity sleeves, and gates—that support orderly investor access while protecting the
integrity of the investment strategy.

Understanding these features is essential for portfolio construction. When combined thoughtfully with other
investment strategies, evergreen funds can play a valuable role in balancing long-term return potential with
the need for periodic access.

KEY TAKEAWAYS

Evergreen funds provide periodic liquidity through
structures designed for long-term investing.

Redemption tools—such as capacity limits,
notice periods, liquidity sleeves, and gates—are
designed as structural safeguards that support
portfolio stability.

Accepting limited liquidity may enable a more
disciplined investment approach aligned with
long-term goals.
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DISCLOSURES

This document should not be relied upon as investment advice or be considered as an offer to sell or solicitation to buy any security.

This document has been prepared by The Carlyle Group for informational purposes only. It is not intended to be (and may not be relied onin
any manner as) legal, tax, investment, accounting or other advice or as an offer to sell or a solicitation of an offer to buy any securities of any
investment product or any investment advisory service, including any limited partnership or comparable limited liability equity interests in any
fund, managed account or other similar investment vehicle or product sponsored by Carlyle (each, a “Fund”). Any such offer or solicitation
may only be made pursuant to such Fund’s final prospectus or confidential private placement memorandum and/or the related subscription
documents, which will be furnished to qualified investors on a confidential basis at their request for their consideration in connection with such
offering. The information contained in this document is superseded by, and is qualified in its entirety by, such offering materials. Nothing herein
should be interpreted or used in any manner as investment advice.

An investment in a fund entails a high degree of risk, including the risk of loss. A Fund will be actively managed by Carlyle. There is no
assurance that a Fund’s investment objective will be achieved or that investors will receive a return on their capital. Investors must read and
understand all the risks described in a Fund’s final prospectus or confidential private placement memorandum and/or the related subscription
documents before making a commitment. The recipient also must consult its own legal, accounting and tax advisors as to the legal, business, tax
and related matters concerning the information contained in this document to make an independent determination regarding the consequences
of a potential investment in a Fund, including U.S. federal, state, local and non-U.S. tax consequences. Unless otherwise explicitly stated, the
investments underlying any Fund or other investment program, or any specific investment thereof, do not take into account the EU criteria for
environmentally sustainable economic activities.

Do not rely on any opinions, predictions, projections or forward-looking statements contained herein. Certain information contained in this
document constitutes “forward-looking statements” that are inherently unreliable and actual events or results may differ materially from those
reflected or contemplated herein. None of Carlyle or any of its representatives makes any assurance as to the accuracy of those predictions or
forward-looking statements. Carlyle expressly disclaims any obligation or undertaking to update or revise any such forward-looking statements.
The views and opinions expressed herein are those of Carlyle as of the date hereof and are subject to change based on prevailing market and
economic conditions and will not be updated or supplemented.

This document is not intended for general distribution and it may not be copied, quoted or referenced without Carlyle’s prior written consent.

Carlyle may process the personal data of a recipient or its representatives. More information about how Carlyle processes personal data can be
found at http:/www.carlyle.com/notices-and-disclaimers#privacy-notice.

Where applicable, this document has been distributed by TCG Capital Markets L.L.C., a broker-dealer affiliated with Carlyle which is registered
with the SEC and is member of the Financial Industry Regulatory Authority. Related financial products and services are only available to investors
deemed to be “qualified purchasers” as defined in Section 2(a)(5l) of the Investment Company Act of 1940, as amended, and “accredited
investors” as defined in Regulation D of the 1933 Securities Act, as amended. When TCG Capital Markets L.L.C. presents a fund, strategy or other
product to a prospective investor, TCG Capital Markets L.L.C. does not evaluate any information necessary to determine whether an investment
in the fund, strategy or other product is in the best interests of, or is suitable for, the investor. You should exercise your own judgment and/or
consult with a professional advisor to determine whether it is advisable for you to invest in any Carlyle strategy or product. TCG Capital Markets
L.L.C. will not make any recommendation regarding, and will not monitor, any investment made by any investor in any Carlyle fund, strategy or
other product. For financial advice relating to an investment in any Carlyle fund, strategy or product, contact a professional advisor.
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