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Private equity (PE) markets are booming. Global PE assets under management have

reached USD5.3 trillion and, according to Preqin, are on track to more than double

to USD11.1 trillion by 2026. To its advocates, PE offers the prospect of higher

returns and diversification benefits. Its detractors, meanwhile, point out that this

comes at a price: high fees, low transparency and long delays before money is

deployed and investments start to make a profit.

However, there is one area of PE where those factors don’t weigh as heavily: co-

investments. Through this structure, private equity funds (known as general partners,

or GPs) offer select investors (limited partners, LPs) the opportunity to invest directly

alongside them in a specific transaction. 

In the past two decades, co-investment funds have raised over USD175 billion. Yet

PE continues to expand, and we expect co-investments to grow too. 

For GPs, the main benefit of co-investment is the ability to invest more in firms  they

consider attractive. (GPs are often subject to concentration restrictions, limiting how

much capital they themselves can invest in a single company). 

For LPs, one of the key advantages of co-investing is direct access to high quality

private companies. Rather than investing in hundreds of firms through a fund-of-

funds vehicle, a co-investment strategy is much more focused (typically in 25-30

companies) while retaining adequate diversification across GPs, countries and

industries.
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Fig. 1 - Investment boom

Global private equity AUM (USD tn)

Source: Preqin, "Global private equity and

venture capital report 2022".  

Another benefit is the fact that co-

investments are deployed much more

rapidly (usually over two to three years)

than traditional PE funds of funds, which

can take six to seven years to reach full

investment. Earlier deployment can help

mitigate the problem embodied by the J-

curve, or the tendency for PE investments

to deliver capital losses in the early years

of their life before generating gains. This

is borne out by our own 30 years’

experience of co-investing at Pictet.

Ultimately, the net return is boosted by

the fact that GPs typically offer co-

investments free of the usual management

(1.5-2.0 per cent) and performance fees

(20 per cent). This is significant in an

asset class known for its high fees.

However, attractive co-investment

opportunities are not always easy to

access. GPs tend to only offer deals to

their most trusted partners. LPs,

meanwhile, need a lot of experience and

expertise to assess the deals offered and

carry out due diligence. For most

investors, this route is effectively closed.

Unless, of course, they opt for a co-

investment fund.

Co-investment funds are run by managers that have close relationships with GPs and

use this to source deals which they thoroughly vet with the help of sector specialists

before including the best ones in a co-investment portfolio for clients. The end

investors can thus access choice investments at reduced overall fees and with

shorter deployment times relative to a PE fund of funds.

Select opportunities

It’s clearly a bottom-up, opportunistic approach, but the wealth of opportunities aids

portfolio diversification across regions and sectors. Geographically, the most

attractive opportunities can be found in North America, Europe and – to a lesser but

growing extent – Asia, particularly China while the industries which offer the greatest

potential are, in our view, services, consumer, healthcare and tech.
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Our preference is for asset light companies, which are more nimble and agile than

firms that require high levels of capital expenditure. Selecting market leading

companies that enjoy pricing power is also an important consideration, particularly in

the current environment of increased inflation.

It’s also important to diversify across different types of PE strategies, balancing out

less risky buyout deals (mature companies with positive cash flows, often leaders in

their fields) with some growth and venture  investments (which target newer

companies, whose products are not yet proven).

All in, we believe co-investment represents an attractive, opportunistic add-on to a

diversified portfolio, alongside other private equity investments.

 

CO-INVESTMENTS AT PICTET

Experience

We have 30 years of experience in co-investments, with USD2.3 billion

invested across 205 deals. We've been investing in private equity since 1989

and have 45advisory board seats with prominent GPs.

Selection

Around 60 per cent of the deals offered to us by our vetted group of GPs

rejected each year, with only the best ones chosen.

Performance

We have a strong track record of risk-adjusted returns across our co-

investments in particular and private equity portfolios in general.

Important legal information

Written by

David Maréchal
Deputy Head of PE & Co-Head of Europe
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This marketing document is issued by Pictet Asset Management. It is neither directed to, nor intended for distribution or use by any

person or entity who is a citizen or resident of, or domiciled or located in, any locality, state, country or jurisdiction where such

distribution, publication, availability or use would be contrary to law or regulation. Only the latest version of the fund’s prospectus,

the KIID (Key Investor Information Document), regulations, annual and semi-annual reports may be relied upon as the basis for

investment decisions. These documents are available on assetmanagement.pictet. 

 

This document is used for informational purposes only and does not constitute, on Pictet Asset Management part, an offer to buy or

sell solicitation or investment advice. It has been established on the basis of data, projections, forecasts, anticipations and

hypothesis which are subjective. Its analysis and conclusions are the expression of an opinion, based on available data at a specific

date. The effective evolution of the economic variables and values of the financial markets could be significantly different from the

indications communicated in this document. 

 

Information, opinions and estimates contained in this document reflect a judgment at the original date of publication and are

subject to change without notice.  Pictet Asset Management has not taken any steps to ensure that the securities referred to in this

document are suitable for any particular investor and this document is not to be relied upon in substitution for the exercise of

independent judgment. Tax treatment depends on the individual circumstances of each investor and may be subject to change in

the future. Before making any investment decision, investors are recommended to ascertain if this investment is suitable for them

in light of their financial knowledge and experience, investment goals and financial situation, or to obtain specific advice from an

industry professional. 

 

The value and income of any of the securities or financial instruments mentioned in this document may fall as well as rise and, as a

consequence, investors may receive back less than originally invested. Risk factors are listed in the fund’s prospectus and are not

intended to be reproduced in full in this document. 

 

Past performance is not a guarantee or a reliable indicator of future performance. Performance data does not include the

commissions and fees charged at the time of subscribing for or redeeming shares. This marketing material is not intended to be a

substitute for the fund’s full documentation or for any information which investors should obtain from their financial intermediaries

acting in relation to their investment in the fund or funds mentioned in this document. 

 

EU countries: the relevant entity is Pictet Asset Management (Europe) S.A., 15, avenue J. F. Kennedy, L-1855 Luxembourg 

Switzerland: the relevant entity is Pictet Asset Management SA , 60 Route des Acacias – 1211 Geneva 73 

Hong Kong: this material has not been reviewed by the Securities and Futures Commission or any other regulatory authority. The

issuer of this material is Pictet Asset Management (Hong Kong) Limited.

Singapore: this material is issued by Pictet Asset Management (Singapore) Pte Ltd. This material is intended only for institutional

and accredited investors and it has not been reviewed by the Monetary Authority of Singapore.

For Australian investors, Pictet Asset Management Limited (ARBN 121 228 957) is exempt from the requirement to hold an

Australian financial services license, under the Corporations Act 2001. 

 

For US investors, Shares sold in the United States or to US Persons will only be sold in private placements to accredited investors

pursuant to exemptions from SEC registration under the Section 4(2) and Regulation D private placement exemptions under the

1933 Act and qualified clients as defined under the 1940 Act. The Shares of the Pictet funds have not been registered under the

1933 Act and may not, except in transactions which do not violate United States securities laws, be directly or indirectly offered or

sold in the United States or to any US Person. The Management Fund Companies of the Pictet Group will not be registered under

the 1940 Act.

Pictet Asset Management Inc. (Pictet AM Inc) is responsible for effecting solicitation in North America to promote the portfolio

management services of Pictet Asset Management Limited (Pictet AM Ltd) and Pictet Asset Management SA (Pictet AM SA).

In Canada Pictet AM Inc. is registered as Portfolio Manager authorised to conduct marketing activities on behalf of Pictet AM Ltd

and Pictet AM SA. In the USA, Pictet AM Inc. is registered as an SEC Investment Adviser and its activities  are conducted in full

compliance with the SEC rules applicable to the marketing of affiliate entities as prescribed in the Adviser Act of 1940 ref.

17CFR275.206(4)-3.
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