
What are Co-Investments?

A co-investment is a direct investment made alongside a fund 
manager but separate from the main fund. Co-investments are 
most often associated with private equity (PE) and typically involve 
an investment in a specific company. They occur for several reasons, 
including a desire for the PE fund to raise additional capital to make a 
larger investment than would otherwise be possible, an opportunity 
for the fund to access more capital, and/or a way for the investor to 
increase exposure in a high conviction investment.

HOW CO-INVESTMENTS WORK

On the demand side, investors, or limited partners (LPs), typically express their interest in co-investment 
opportunities at the time they make their commitment to the primary PE fund. This interest is stated in the 
subscription agreement or in a separate side letter. LPs can also see specific deal flow on an ad hoc basis if 
offered or syndicated by the general partner (GP), or PE fund manager. 

On the supply side, GPs offer co-investment opportunities to a select list of LPs based on their stated interest, 
past participation or for other reasons such as an effort to build relationships with new investors.

Once an LP expresses interest in a specific transaction, an enhanced due diligence process by the LP begins 
in order to evaluate the investment. This evaluation period can last several weeks before the investment is 
completed. The GP will often set up a special purpose vehicle (SPV) to hold the asset and the LP’s commitment, 
which is invested almost immediately (versus capital calls for a main PE fund). In other cases, a co-investment 
can be arranged as a direct investment in the company.
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•	 Co-investments allow investors to make a targeted investment in a desirable company or asset.

•	 Investors have transparency to specific investments with discretion as to whether to invest or not. 
This is in contrast to a primary PE fund where LPs commit capital without knowing how the money 
will be invested.

•	 Co-investments are typically offered without management or performance fees, offering an opportunity 
for enhanced returns. Although, other fees such as transaction charges may be incurred.

BENEFITS TO INVESTORS/LPs
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•	 Potential conflicts of interest. GPs could offer co-investment opportunities for specific reasons, such as 
pre-existing relationships with a portfolio company or to entice new investors. Conflicts could also arise 
in how and to whom deals are offered.

•	 Fee transparency. While many co-investment opportunities come without standard management or 
performance fees, other less common fees, such as monitoring costs or transaction charges, could apply.

•	 Deal quality and diligence risk. The quality of co-investments can vary widely, and enhanced due 
diligence is required by the LP.

•	 Concentration risk. Making larger investments into specific companies to which they may already have 
exposure within their underlying GP fund commitment.

•	 Strategy drift. A risk that the GP deviates from its initial agreed-upon objection, specifically when 
focusing on larger investments.

KEY RISK CONSIDERATIONS

•	 Co-investments are a method to make a larger investment in a specific company than otherwise would 
be possible in the primary PE fund due to concentration or diversification requirements. This can also 
enable a GP to acquire larger assets.

•	 GPs can offer co-investments as a method to make or strengthen relationships with new or existing investors.

BENEFITS TO FUND MANAGERS/GPs

Please contact your financial professional or a fund manager to learn more.

The material herein has been provided to you for informational purposes only by 
Institutional Capital Network, Inc. (“iCapital Network”) or one of its affiliates (iCapital 
Network together with its affiliates, “iCapital”). This material is the property of 
iCapital and may not be shared without the written permission of iCapital. No part of 
this material may be reproduced in any form, or referred to in any other publication, 
without express written permission of iCapital.

This material is provided for informational purposes only and is not intended 
as, and may not be relied on in any manner as, legal, tax or investment advice, a 
recommendation, or as an offer or solicitation to buy or sell any security, financial 
product or instrument, or otherwise to participate in any particular trading strategy. 
This material does not intend to address the financial objectives, situation, or specific 
needs of any individual investor. You should consult your personal accounting, tax 
and legal advisors to understand the implications of any investment specific to your 
personal financial situation.

ALTERNATIVE INVESTMENTS ARE CONSIDERED COMPLEX PRODUCTS AND 
MAY NOT BE SUITABLE FOR ALL INVESTORS. Prospective investors should be 
aware that an investment in an alternative investment is speculative and involves 
a high degree of risk. Alternative Investments often engage in leveraging and 
other speculative investment practices that may increase the risk of investment 
loss; can be highly illiquid; may not be required to provide periodic pricing or 
valuation information to investors; may involve complex tax structures and delays 
in distributing important tax information; are not subject to the same regulatory 
requirements as mutual funds; and often charge high fees. There is no guarantee 
that an alternative investment will implement its investment strategy and/or 
achieve its objectives, generate profits, or avoid loss. An investment should only 
be considered by sophisticated investors who can afford to lose all or a substantial 
amount of their investment.

iCapital Markets LLC operates a platform that makes available financial products 
to financial professionals. In operating this platform, iCapital Markets LLC generally 
earns revenue based on the volume of transactions that take place in these products 
and would benefit by an increase in sales for these products.

The information contained herein is an opinion only, as of the date indicated, 
and should not be relied upon as the only important information available. Any 
prediction, projection or forecast on the economy, stock market, bond market or the 
economic trends of the markets is not necessarily indicative of the future or likely 
performance. The information contained herein is subject to change, incomplete, 
and may include information and/or data obtained from third party sources that 
iCapital believes, but does not guarantee, to be accurate. iCapital considers this 
third-party data reliable, but does not represent that it is accurate, complete and/or 
up to date, and it should not be relied on as such. iCapital makes no representation 
as to the accuracy or completeness of this material and accepts no liability for losses 
arising from the use of the material presented. No representation or warranty is 
made by iCapital as to the reasonableness or completeness of such forward-looking 
statements or to any other financial information contained herein.

Securities products and services are offered by iCapital Markets, an SEC-registered 
broker-dealer, member FINRA and SIPC, and an affiliate of iCapital, Inc. and 
Institutional Capital Network, Inc. These registrations and memberships in no way 
imply that the SEC, FINRA, or SIPC have endorsed any of the entities, products, or 
services discussed herein. Annuities and insurance services are provided by iCapital 
Annuities and Insurance Services LLC, an affiliate of iCapital, Inc. “iCapital” and 
“iCapital Network” are registered trademarks of Institutional Capital Network, Inc. 
Additional information is available upon request.
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