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INTRODUCTION 

Co-investments are minority investments in which a financial sponsor or private equity firm offers an investor 
the opportunity to make an equity investment directly into an operating company or portfolio company 
alongside the main fund. Offering co-investments to investors or a Limited Partner (“LP”) has become an 
established practice within the industry. 

Over the past 15 years, there has been tremendous growth in the availability and participation in co-
investments by institutional investors. Cambridge Associates estimates that LP co-investment activity 
accounts for upwards of 5% of overall private investment activity, and additionally, that multiple surveys 
indicate that over half of all LPs are considering whether and how to participate in co-investing going forward. 

BENEFITS OF CO-INVESTING 

The growth of co-investment activity can largely be attributed to the mutual benefits that accrue to both LPs and General 
Partners (“GPs”).  For an LP, co-investments offer incremental exposure to potentially attractive and profitable deals 
outside of the typical private equity fund structure. Co-investments are typically offered on a fee-free or reduced fee 
basis which effectively reduces an LP’s overall fee burden and can reduce a portfolio’s J-curve. When an LP co-invests 
alongside a GP, they augment their understanding of the GP’s underwriting practices and generally strengthen the 
relationship. Furthermore, there tends to be a higher level of GP capital allocated to a portfolio company along with co-
investment capital, further enhancing the alignment of interest between LPs and GPs. 

For GPs, co-investments allow them to execute deals while maintaining a desired level of diversification at the fund 
level. Co-investment capital allows GPs to garner control of portfolio companies and positions them to further develop 
those companies while better managing the portfolio company specific risk added to their overall portfolio. 

LPs’ Perceived Benefits of Co-Investing GPs’ Perceived Benefits of Offering Co-Investment 
Rights 

Source: 2017 Preqin Global Private Equity and Venture Capital Report 

OBSTACLES IN CO-INVESTING 

As the co-investment market has matured and become more competitive, co-investment rights, processes, and 
structures have been increasingly systematic. However, co-investment allocation practices generally remain at the 
discretion of the GP which provides a competitive advantage to those with deep manager relationships and nimble, 
experienced teams that underwrite opportunities expeditiously. In addition, co-investments are commonly offered on 
the largest deals of the fund which could overweight the LP’s portfolio to larger cap opportunities, and arguably, to less 
profitable or lower quality deals. 

Generally, LPs are unable to co-invest in every deal of a fund, leading to selection biases which have the potential to 
produce idiosyncratic exposures such as sector or geographic tilts. Co-investing is a rather time and resource intensive 
process as LPs generally have a narrow window of time to assess the opportunity. Limited resources can be a major 
obstacle and burden for sub-scale co-investment programs.  

In a competitive deal market, and with GPs particularly valuing LPs who have a clear and streamlined co-investment 
process, a successful co-investment program requires specialized due diligence capabilities and a systematic and 
efficient decision-making process to avoid adverse selection pitfalls. 
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FLEXSTONE’S CO-INVESTMENT FRAMEWORK 

Since 2008, Flexstone Partners investment team has been an active co-investor committing over €700 million to 87 
co-investments in Growth and Small to Middle-Market Buyout deals. These deals have produced a combined Gross 
IRR of 25% and a 1.9x multiple of invested capital (including realized and unrealized). Of the 87 co-investments, 37 
deals have been realized generating a Gross IRR of 33% and a 2.9x multiple of invested capital (please refer to 
footnotes).  

Over time, we have honed our co-investing framework to optimize our execution capabilities and due diligence 
process. Our co-investing philosophy focuses on providing increased exposure to our highest conviction managers in 
their core areas of expertise (“sweet spot”) in terms of core sectors, geographies, type of deals, and investment size 
bracket. This approach is relying on the proven Primary Fund selection skills of the Flexstone team. This framework is 
a key element to strengthening our GP relationships, to consistently delivering attractive risk-adjusted returns, and to 
mitigating the risk of negative selection. 

Flexstone unique and proven selection process 

Notes: For illustrative purposes only - Selection rate for European co-
investments from June 2016 to June 2019 (12 co-investments closed 
over 172 opportunities received).   

Flexstone proprietary sweet spot rating 

Flexstone Partners: Key Differentiators for Co-investing 

. Deep investing experience - Global investment team with proven expertise through various economic cycles 

. Focus on small & mid-cap buyout and growth segment - Selection and access to leading buyout and growth 
managers on a global basis 

. Disciplined investment process - Primary Fund commitments and “sweet spot” selection process alongside leading1 
fund managers 

. Outstanding track-record - 37 realized co-investments generating a combined Gross IRR of 33% and a 2.9x multiple 
of invested capital with a low loss ratio at 4.7% (please refer to footnotes).  

. Risk management – Emphasis on sustainable value creation (low leverage generally) and portfolio construction 

. ESG – Systematic analysis on ESG risk management, responsible performance, and GPs commitment 

Note: Past performance is not a guarantee of future results. Investing in a fund involves significant risks, including loss of all your 
investment. Valuation and performance data as of June 30, 2019 pro forma for contributions and distributions through March 31, 2019. There can 
be no assurance that any pending transaction will close, or that any of the terms of such transactions described herein or under discussion will be 
achieved. Returns includes all co-investments completed by Flexstone Partners Sarl, SAS and LLC since inception.  
Unless otherwise indicated, returns are presented on a “gross” basis (i.e. they do not reflect the management fees, carried interest, transaction costs 
and other expenses that may be paid by investors, which will result in lower returns); and calculated on an average basis. The gross IRR indicated 
on this slide is the combined performance of co-investments taken individually; it does not reflect performance of a Fund that could contain the same 
investments. Due to fees and costs supported by a Fund, the performance would be lower. 
1. According to Flexstone’s research and due diligence.

FOR PROFESSIONAL INVESTORS ONLY



Flexstone Partners  Co-Investment White Paper  November 2019 

3 

CASE STUDY: CO-INVESTMENT IN POLYNT, A VERTICALLY INTEGRATED SPECIALTY

CHEMICALS, ALONGSIDE INVESTINDUSTRIAL  

GP presentation 

Founded in 1990, InvestIndustrial is a leading private equity investor focusing on majority positions in industrially-driven 
MBOs predominantly in Italy and Spain (at least 70%) within three sectors: consumer & leisure, business services and 
industrial manufacturing. Investindustrial targets family-owned businesses showing a potential for international 
expansion and buy-and-build or repositioning strategies.  

InvestIndustrial has generated a strong track-record since inception. Of the 52 realized investments (out of 64 deals), 
the firm has delivered a gross IRR of 27% and a 2.6x multiple of invested capital with all funds ranked first quartile 
according to the Pevara benchmark (based on TVPI for European buyouts). The loss rate since inception is moderate 
at 9.4%. 

Relationship to Flexstone 

Flexstone Partners’ relationship with Investindustrial dates back to 2005 with the initial Primary Fund commitment to 
Fund III. As of today, Flexstone has committed over € 150 million across six funds managed by Investindustrial and 
four co-investments.  

Co-investment overview 

Source: Flexstone Partners 
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DISCLAIMER

Flexstone Partners, or Flexstone, is the name that collectively identifies Paris-based Flexstone Partners SAS and its underlying companies, including 
New York-based affiliate, Geneva-based affiliate and Singapore-based affiliate. 

This document is meant only to provide a broad overview for discussion purposes. All information provided here is subject to change. This document 
is for informational purposes only and does not constitute an offer to sell, a solicitation to buy, or a recommendation for any security, or as an offer to 
provide advisory or other services by Flexstone Partners SAS or its affiliates (collectively, "Flexstone Partners") in any jurisdiction in which such offer, 
solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction. The information contained in this document should not 
be construed as financial or investment advice on any subject matter. Flexstone Partners expressly disclaims ail liability in respect to actions taken 
based on any or all of the information in this document. 

This document is confidential and solely for the use of Flexstone Partners and the existing and potential clients and all third parties of Flexstone 
Partners to whom it has been delivered, where permitted. By accepting delivery of this presentation, each recipient undertakes not to reproduce or 
distribute this presentation in whole or in part, nor to disclose any of its contents (except to its professional advisors), without the prior written consent 
of Flexstone Partners. While some information used in the presentation has been obtained from various published and unpublished sources 
considered to be reliable, Flexstone Partners does not guarantee its accuracy or completeness and accepts no liability for any direct or consequential 
losses arising from its use. Thus, all such information is subject to independent verification by prospective investors. 

The presentation is being made based on the understanding that each recipient has sufficient knowledge and experience to evaluate the merits and 
risks of investing in private market products. All expressions of opinion are intended solely as general market commentary and do not constitute 
investment advice or a guarantee of returns. All expressions of opinion are as of the date of this document, are subject to change without notice and 
may differ from views held by other businesses of Flexstone Partners. 

All valuations are based on current values calculated in accordance with Flexstone Partners' Valuation Policies and may include both realized and 
unrealized investments. Due to the inherent uncertainty of valuation, the stated value may differ significantly from the value that would have been 
used had a ready market existed for all of the portfolio investments, and the difference could be material. The long-term value of these investments 
may be lesser or greater than the valuations provided. “Net IRR” represents the annualized internal rate of return on Limited Partner invested capital 
based on contributions, distributions and unrealized value after management fees, expenses and carried interest (but not taxes borne by investors). 
The partners’ capital account balance of the internal investors, such as employees, is not included in the calculation of the internal rate of return. 

Flexstone Partners, its affiliates and employees are not in the business of providing tax, legal or accounting advice. Any tax-related statements 
contained in these materials are provided for illustration purposes only and cannot be relied upon by for the purpose of avoiding tax penalties. Any 
taxpayer should seek advice based on the taxpayer's particular circumstances from an independent tax advisor. 

Prospective investors should inform themselves and take appropriate advice as to any applicable legal requirements and any applicable taxation and 
exchange control regulations in the countries of their citizenship, residence or domicile which might be relevant to the subscription, purchase, holding, 
exchange, redemption or disposal of any investments. Each prospective investor is urged to discuss any prospective investment with its legal, tax 
and regulatory advisors in order to make an independent determination of the suitability and consequences of such an investment. 

An investment involves a number of risks and there are conflicts of interest. Please refer to the risks and conflicts disclosed herein. 

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. ACTUAL PERFORMANCE MAY VARY. 

The distribution, possession or delivery of this document in, to or from certain jurisdictions may be restricted or prohibited by law. Recipients of this 
document are therefore required to ensure that they are aware of, and comply with, such restrictions or prohibitions. Neither Flexstone Partners, nor 
any of its affiliates, directors, employees, agents or advisers nor any other person accept any liability to anyone in relation to the distribution, 
possession or delivery of this document in, to or from any jurisdiction. 

FOR PROFESSIONAL INVESTORS ONLY



Additional Notes
This material has been provided for information purposes only to investment service providers or other Professional Clients or Qualified Investors and, when 
required by local regulation, only at their written request.  This material must not be used with Retail Investors.

In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment 
Managers S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance du Secteur Financier and is incorporated under 
Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand 
Duchy of Luxembourg. Italy: Natixis Investment Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 
23458.3). Registered office: Via San Clemente 1, 20122 Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland 
(Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: 
Natixis Investment Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: 
Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 48 
5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en España, Serrano n°90, 6th Floor, 28006  Madrid, Spain. 

In France: Provided by Natixis Investment Managers International –  a portfolio management company authorized by the Autorité des Marchés Financiers 
(French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and 
Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendès France, 75013 Paris.

In Switzerland: Provided by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its representative office 
in Zurich, Schweizergasse 6, 8001 Zürich. 

In the British Isles:  Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority (register 
no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When permitted, the distribution of this 
material is intended to be made to persons as described as follows: in the United Kingdom: this material is intended to be communicated to and/or directed 
at investment professionals and professional investors only; in Ireland: this material is intended to be communicated to and/or directed at professional 
investors only; in Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the 
Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors only; in the 
Isle of Man: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man 
Financial Services Authority or insurers authorised under section 8 of the Insurance Act 2008.

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is regulated by the DFSA. 
Related financial products or services are only available to persons who have sufficient financial experience and understanding to participate in financial 
markets within the DIFC, and qualify as Professional Clients or Market Counterparties as defined by the DFSA. No other Person should act upon this material. 
Registered office: Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates. 

In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting  (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise 
regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 
11065, Taiwan (R.O.C.), license number 2018 FSC SICE No. 024, Tel. +886 2 8789 2788.

In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors and institutional investors only.  Natixis 
Investment Managers Singapore is a division of Ostrum Asset Management Asia Limited (company registration no. 199801044D).

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only. 

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general 
information of financial advisers and wholesale clients only.  

In New Zealand: This document is intended for the general information of New Zealand wholesale investors only. This is not a regulated offer for the 
purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors who have certified that they meet the 
requirements in the FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New 
Zealand.

In Latin America: Provided by Natixis Investment Managers S.A.

In Chile: Esta oferta privada se inicia el día de la fecha de la presente comunicación. La presente oferta se acoge a la Norma de Carácter General N° 336 de 
la Superintendencia de Valores y Seguros de Chile. La presente oferta versa sobre valores no inscritos en el Registro de Valores o en el Registro de Valores 
Extranjeros que lleva la Superintendencia de Valores y Seguros, por lo que los valores sobre los cuales ésta versa, no están sujetos a su fiscalización. Que 
por tratarse de valores no inscritos, no existe la obligación por parte del emisor de entregar en Chile información pública respecto de estos valores. Estos 
valores no podrán ser objeto de oferta pública mientras no sean inscritos en el Registro de Valores correspondiente. 

In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representación (Colombia) to professional clients for informational purposes only as 
permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are rendered exclusively outside of Colombia. This material 
does not constitute a public offering in Colombia and  is addressed to less than 100 specifically identified investors.

In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary, or an investment manager in 
terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comisión Nacional Bancaria y de Valores (CNBV) or 
any other Mexican authority. Any products, services or investments referred to herein that require authorization or license are rendered exclusively outside of 
Mexico. While shares of certain ETFs may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public offering of 
securities in Mexico, and therefore the accuracy of this information has not been confirmed by the CNBV. Natixis Investment Managers is an entity organized 
under the laws of France and is not authorized by or registered with the CNBV or any other Mexican authority. Any reference contained herein to “Investment 
Managers” is made to Natixis Investment Managers and/or any of its investment management subsidiaries, which are also not authorized by or registered 
with the CNBV or any other Mexican authority.

In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of 
Uruguay. Office: San Lucar 1491, oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement 
pursuant to section 2 of Uruguayan law 18,627.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of specialised 
investment management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated 
activities only in and from the jurisdictions in which they are licensed or authorised. Their services and the products they manage are not available to all 
investors in all jurisdictions. It is the responsibility of each investment service provider to ensure that the offering or sale of fund shares or third party 
investment services to its clients complies with the relevant national law.

The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a 
recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, 
risks and expenses of any investment carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced 
herein represent the views of the portfolio manager(s) as of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject 
to change. There can be no assurance that developments will transpire as may be forecasted in this material. 

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not 
guarantee the accuracy, adequacy, or completeness of such information. May not be redistributed, published, or reproduced, in whole or in part. 

Amounts shown are expressed in USD unless otherwise indicated.
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