
Select risks include: information risk, management risk, macroeconomic risk, liquidity risk, risks related to reliance on third parties, and risks related to the 
sale of investments.
Unlike diversified primary fund commitments, co-investments concentrate capital in individual companies, increasing single-investment risk. Co-investors may also face 
adverse selection risk, as GPs retain discretion over which opportunities are offered. Independent due diligence is typically required on compressed timelines, and co-
investors generally have limited governance rights post-close. Co-investment opportunities are not available to all investors and are not guaranteed to be available or to 
achieve their objectives.

Past performance is not necessarily indicative of future results. No assurance can be given that any investment will achieve its given objectives or avoid 
losses. Unless apparent from context, all statements herein represent GCM Grosvenor’s opinion.
GCM Grosvenor® and Grosvenor® are trademarks of GCM Grosvenor and its affiliated entities. ©2026 GCM Grosvenor L.P. All rights reserved.

K E Y  P O I N T S

01
Access is expanding, but access 
alone is not enough.  
New structures are broadening 
access to co-investments, but 
capturing their potential benefits 
requires disciplined investment 
selection and thoughtful portfolio 
construction. 

02
Independent underwriting and 
selectivity are critical.  
Co-investments provide visibility 
into the underlying company and 
transaction, but each opportunity 
should be evaluated on its own merits 
rather than simply relying on the 
sponsor’s underwriting. 

03
Portfolio construction can be 
as important as individual deal 
selection.    
Individual co-investments are 
inherently concentrated, making 
diversification across companies, 
sponsors, sectors, and vintages an 
important part of building a co-
investment program.

The Blueprint for 
Co-Investments: 
Investing Directly 
in Private Equity
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Setting the Stage 
Co-investments have often proven elusive for 
smaller investors. Historically, these investments 
have been reserved for institutions with the 
necessary assets, research capabilities, and 
relationships.

However, the PE industry continues to evolve, 
and now, using co-investment funds, more 
investors are able to participate. 

How Co-investments Develop
Generally, offers of co-investments fall into two main categories: capital needs and relationship needs. 

Some GPs may offer co-investments because a particular deal may exceed the size or 
concentration limits of their fund. For example, if a target investment would create a sizable 
concentration or risk imbalance in their fund, GPs have two options. They can reduce the size of the 
investment and therefore its return potential or they can move a portion of the investment outside 
the fund. In this case, using co-investors allows the deal size to remain intact and, in theory, look to 
maximize the return.

The relationship also comes into play. GPs may offer an attractive investment to a good client to 
reward loyalty, or to encourage larger investments in future funds. This is perhaps the reason why, for so 
long, these investments were only available to the largest investors with the most capital to deploy.

Investor Demand is Shifting 
As private markets continue to open to individual investors through new and innovative fund 
structures, there is a growing demand for access to co-investment opportunities. 

1.	 Clients want to understand what they own: Co-investments provide direct exposure to specific 
companies, allowing investors to more deliberately understand and shape their portfolios.

2.	 Co-investment economics are differentiated and can directly benefit end investors: Co-
investments typically carry little or no additional management fee or carried interest, reducing 
the overall cost of a private equity allocation.

3.	 Investors are increasingly wary of overconcentration: Co-investments can provide another 
avenue for diversifying exposure across companies, sectors, themes, and private equity 
sponsors.

O F  I N V E S T O R S  R A T E  C O - I N V E S T M E N T S  A M O N G 
T H E  P R I V A T E  M A R K E T  S T R U C T U R E S  T H E Y  M O S T 
F R E Q U E N T LY  R E Q U E S T. 57% 

W H A T  I S  C O - I N V E S T M E N T ?

A direct investment in a specific 
company made alongside the 
private equity sponsor leading  
the transaction.

SOURCE: Cerulli US Private Markets 2026, Exhibit 8.02.

Unless apparent from context, all statements herein represent GCM Grosvenor’s opinion. 
No assurance can be given that any investment will achieve its objectives or avoid losses.
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How Co-investments Can Benefit Investors 
Investors access private equity through a variety of strategies, generally in three main ways: through 
primary funds, secondaries funds, and co-investments. Each implementation comes with its own 
benefits and challenges. 

Primaries provide turn-key diversification.Secondaries can help mitigate J-curves. Co-investments 
enhance both through targeted exposure to individual opportunities.

Co-investments are not a replacement for primaries or secondaries, but a complement that can sit 
alongside one or both, providing direct exposure to individual private companies alongside a fund’s 
sponsor, often at significantly reduced fees.

An investor paying 1% on a $1 million investment can lower their fee rate by adding lower-cost  
co-investments with the same sponsor.  Adding an additional $250,000 to a co-investment at no fee 
could then lower their overall fee from 1% to 80 basis points.  By reducing fees, investors can potentially 
increase their returns. Our illustrative analysis shows that reduced co-investment fees could increase 
net IRR by approximately 280 basis points. Co-investments can also provide diversification without 
blind pool risk, since the investments in question are known to the participants.

Co-investments can also strengthen alignment with sponsors by providing exposure to investments 
in which the sponsor has already committed capital, while also deepening relationships that may 
provide access to future opportunities. 

Co-investments are not a replacement for primaries or secondaries, but a complement 
that can sit alongside one or both, providing direct exposure to individual private 
companies alongside a fund’s sponsor, often at significantly reduced fees.

T H E  C O - I N V E S T M E N T  A D V A N T A G E

The analysis presented assumes a gross rate of return of 2.28x gross MOIC for both the Direct PE Fund and the Co-Investment Fund. At a 1.0x gross MOIC, the fee savings of the Co-Investment 
Fund compared to the Direct PE Fund is approximately 59%, and The net IRR for the Direct PE Fund is (4.3%) compared to (1.6%) for the Co-Investment Fund.

The analysis assumes certain gross return rates for investments and is presented for illustrative purposes only; it is not intended to imply that any investment will achieve a specific 
return or “fee savings” over any period. Assumptions for the Direct PE Fund include: (i) 2.0% per annum management fee during the commitment period on committed capital and 2.0% per annum 
management fee after the commitment period on remaining invested capital, (ii) 20% carried interest over an 8.0% preferred return with a 100% GP catch-up using a single aggregate distribution 
waterfall. Assumptions for the Co-Investment Fund include GCM costs: (i) 1.0% per annum management fee on invested capital, and (ii) 10% carried interest over an 8.0% preferred return with a 
100% GP catch-up using a single aggregate distribution waterfall. Underlying Co-investment sponsors are assumed to charge management fees of 0.05% and carried interest of 1.68% over an 8.0% 
preferred return. Fee savings and net IRR reflect estimated expenses for both the Direct PE Fund and the Co-Investment Fund. Additional information on this analysis is available upon request. 

Reduced fee drag keeps more performance with investors.

Direct PE Fund Co-Investment
Fund

Direct PE Fund Co-Investment 
Fund

43% FEE SAVINGS
vs. a typical direct PE fund

~280 bps 
HIGHER 

POTENTIAL 
NET IRR

vs. a typical direct 
PE fund

FEES AND CARRY
TYPICAL PRIVATE EQUITY FUND

Fees: ~1.5-2% +20% carry

Limited deal visibility

You can’t choose

NET IRR
TYPICAL CO-INVESTMENT

Zero or reduced fees at the deal level

Enhanced deal transparency

GP vets it. You choose it.

Single asset with one underwriting decision

17.2%

20.0%

Direct PE Fund Co-Investment
Fund

Direct PE Fund Co-Investment 
Fund

43% FEE SAVINGS
vs. a typical direct PE fund

~280 bps 
HIGHER 

POTENTIAL 
NET IRR

vs. a typical direct 
PE fund

FEES AND CARRY
TYPICAL PRIVATE EQUITY FUND

Fees: ~1.5-2% +20% carry

Limited deal visibility

You can’t choose

NET IRR
TYPICAL CO-INVESTMENT

Zero or reduced fees at the deal level

Enhanced deal transparency

GP vets it. You choose it.

Single asset with one underwriting decision

17.2%

20.0%

Select risks include: macroeconomic risk, sourcing risk, investment selection, portfolio diversification, management risk, execution of value creation plan, risks related to reliance 
on third parties, and risks related to the sale of investments
For illustrative purposes only. Unless apparent from context, all statements herein represent GCM Grosvenor’s opinion. 
No assurance can be given that any investment will achieve its objectives or avoid losses.
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Understanding the Risks 
Investors need to understand why the GP is 
offering the co-investment in the first place. 
Just because a GP feels the investment 
warrants more capital does not mean the 
investment is sound.  

Some GPs may use them to take on deals 
that are outside the fund’s objectives,  
maybe even outside their business expertise, 
which could meaningfully increase risk.  
Furthermore, participation in only one or a 
few co-investments can create significant 
concentration risk, potentially impacting 
other parts of an asset allocation. Co-
investments can unintentionally increase 
sector concentration, making the portfolio 
more vulnerable to unanticipated market 
impacts.

Not all co-investments offer an equal 
chance of success. While that may seem 
obvious, it is important to learn as much 
as possible before investing since private 
investments are illiquid. GPs in need of 
capital may not provide full access to their 
research, company management or even 
share their own deal terms with prospective 
investors.  Some may be relying on over-eager investors to rubber-stamp their work just to ensure 
access to future opportunities. In these situations, having the right tools to analyze co-investments 
can be the difference between success and failure.

Having the right tools to analyze co-investments can be the difference between 
success and failure.

W H Y  G P ’ S  N E E D  C O - I N V E S T O R S

Direct PE Fund Co-Investment Fund Direct PE Fund Co-Investment Fund

43% FEE SAVINGS
vs. a typical direct PE fund

+274 bps 
HIGHER NET IRR

vs. a typical direct PE fund

FEES AND CARRY
TYPICAL PRIVATE EQUITY FUND

Fees: ~1.5-2% +20% carry

Limited deal visibility

You can’t choose

NET IRR
TYPICAL CO-INVESTMENT

Zero or reduced fees at the deal level

Enhanced deal transparency

GP vets it. You choose it.

Single asset with one underwriting decision

17.2%

20.0%

One Concentrated Deal
100% in a single position

A Diversified Co-investment Fund
40 Investments across 15 sponsors. One allocation. 

vs

Industrials Materials Financials

Consumer Disc. Cons. Staples Info Tech

Initial Deal vs Fund
$1B purchase price, $1B fund size

(100% Concentration)

Capital Structure
40% debt ($400M) / 60% equity ($600M)

Fund Equity Exposure
$600M = 60% of fund (overweighted)

GP Retains
$100M target (10%)

Co-Investors Take
$500M to co-investors
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Evaluating the Opportunity
How opportunities are researched makes all the difference. Co-investment opportunities, like 
secondaries, necessitate significant added research on the part of the investor. While access is the 
first step, co-investments must be evaluated by analysts experienced in private markets, with the 
necessary sector, industry expertise. The GP sponsors themselves must also be scrutinized, and all 
this analysis must be done on the GP’s timetable. Successful industry participants understand the 
risks. They know what to look for, when to say no, and are comfortable doing so because they have 
the market size and scale to ensure that the flow of opportunities remains strong.  

A  F R A M E W O R K  F O R  E V A L U A T I N G  A  C O - I N V E S T M E N T

01 Industry
Is this an attractive, resilient market - growing for a durable reason?

02 Company
Is this a high-quality business, with a durable model and management that can execute?

03 Sponsor
Is this the right partner for this specific company - relevant sector experience, properly 
aligned incentives?

04 Transaction
Is the price right for the risk, with a capital structure that can absorb a downturn?

05 Downside Protection
What happens to this investment if the base case doesn’t show up?

For illustrative purposes only. Unless apparent from context, all statements herein represent GCM Grosvenor’s opinion.
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From Individual Investments to a Portfolio
Co-investment opportunities vary widely in potential and are not distributed evenly to investors. 
Real value emerges when experience, selectivity and diversification work together. That potential 
is realized when an experienced portfolio management team, with a depth of GP relationships 
and expertise in evaluating private investments, uses their expertise to build a portfolio of co-
investments.  

Institutional investors have had access to co-investment funds for years and only recently have 
individual investors been able to participate by using evergreen funds. Funds prevent investors 
from concentrating exposure within a single transaction or sponsor. They can provide broad 
diversification and access to GP deal flow that has in many cases been developed over years by 
working with a variety of private equity sponsors. 

While a typical primary private equity fund may hold 8–20 companies, a co-investment fund may 
hold twice that number and be shepherded by a team of professionals working to identify the 
best opportunities. They will adjust portfolio weightings to reduce concentration risk and use their 
resources to gain access to a steady flow of opportunities. By providing visibility into target sector 
and geographic exposures, co-investment funds can help advisors evaluate how these funds can fit 
into their client’s broader allocation. 

Direct PE Fund Co-Investment Fund Direct PE Fund Co-Investment Fund

43% FEE SAVINGS
vs. a typical direct PE fund

+274 bps 
HIGHER NET IRR

vs. a typical direct PE fund

FEES AND CARRY
TYPICAL PRIVATE EQUITY FUND

Fees: ~1.5-2% +20% carry

Limited deal visibility

You can’t choose

NET IRR
TYPICAL CO-INVESTMENT

Zero or reduced fees at the deal level

Enhanced deal transparency

GP vets it. You choose it.

Single asset with one underwriting decision

17.2%

20.0%

One Concentrated Deal
100% in a single position

A Diversified Co-investment Fund
40 Investments across 15 sponsors. One allocation. 

vs

Industrials Materials Financials

Consumer Disc. Cons. Staples Info Tech

Initial Deal vs Fund
$1B purchase price, $1B fund size

(100% Concentration)

Capital Structure
40% debt ($400M) / 60% equity ($600M)

Fund Equity Exposure
$600M = 60% of fund (overweighted)

GP Retains
$100M target (10%)

Co-Investors Take
$500M to co-investors

Risk management, diversification, and due diligence processes seek to mitigate, but cannot eliminate risk, nor do they imply low risk.



How to Work with Your Advisor to Evaluate a Manager
A co-investment is only as strong as the disciplined analysis behind it. 

Lower fees and greater visibility can create an advantage but only when paired with a sound 
investment process willing to decline opportunities deemed unsatisfactory. Below are some questions 
you can use to evaluate a co-investment fund: 

How long has the manager been investing in this space and how many deals have been done?

What percentage of potential deals are invested in?  (Are they comfortable saying no?)

How are deals sourced and allocated? 

How are sponsors evaluated?

How is the portfolio constructed and how is risk managed?

How are fee savings passed on to fund investors?
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For illustrative purposes only. Unless apparent from context, all statements herein represent GCM Grosvenor’s opinion.



Our Locations

`About GCM Grosvenor

GCM Grosvenor (Nasdaq: GCMG) is a global alternative asset management 
solutions provider with approximately $97 billion in assets under management 
across private equity, infrastructure, real estate, credit, and absolute return 
investment strategies. The firm has specialized in alternatives for more than 50 
years and is dedicated to delivering value for clients by leveraging its cross-
asset class and flexible investment platform. 

GCM Grosvenor’s experienced team of approximately 550 professionals 
serves a global client base of institutional and individual investors. The firm is 
headquartered in Chicago, with offices in New York, Toronto, London, Frankfurt, 
Tokyo, Hong Kong, Seoul and Sydney.

For more information, visit: www.gcmgrosvenor.com

Headquarters  
Chicago
+1-312-506-6500

900 North Michigan Avenue,  
Suite 1100, Chicago, IL 60611
 
New York
+1-646-362-3700
 
Toronto
+1-647-417-7361 

London
+44-0-20-3727-4450
 
Frankfurt
+49-69-5899-6526
 
Tokyo
+81-3-5573-8110

Hong Kong
+852-2452-9400
 
Seoul
+82-2-2158-8500

Sydney
+61-2-9231-8600

Important Risk Information

Investments in alternatives are speculative and involve substantial risk, including market risks, credit risks, macroeconomic risks, liquidity risks, manager risks, 
counterparty risks, interest rate risks, and operational risks, and may result in the possible loss of your entire investment. No assurance can be given that any 
investment will achieve its objectives or avoid losses. Past performance is not necessarily indicative of future results. The views expressed are for informational 
purposes only and are not intended to serve as a forecast, a guarantee of future results, investment recommendations, or an offer to buy or sell securities by GCM Grosvenor. 
The investment strategies mentioned are not personalized to your financial circumstances or investment objectives, and differences in account size, the timing of transactions 
and market conditions prevailing at the time of investment may lead to different results. Certain information included herein may have been provided by parties not affiliated with 
GCM Grosvenor. GCM Grosvenor has not independently verified such information and makes no representation or warranty as to its accuracy or completeness. This material was 
published in September 2026.

All expressions of opinion are subject to change without notice in reaction to shifting market, economic, or political conditions. Certain information included herein 
may have been provided by parties not affiliated with GCM Grosvenor. GCM Grosvenor has not independently verified such information and makes no representation 
or warranty as to its accuracy or completeness. GCM Grosvenor® and Grosvenor® are trademarks of GCM Grosvenor and its affiliated entities. ©2026 GCM 
Grosvenor L.P. All rights reserved.


