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The Co-Investment Landscape
With Demetrius Sidberry, Managing Director and Stephanie Davis, Principal

STEPHANIE DAVIS: Thanks everybody for joining us 
today. Joining us today is Demetrius Sidberry, a 
managing director on our Direct Equity team here 
at Hamilton Lane, and he’s going to be talking 
about the concept of co-investing. Demetrius, 
thank you so much for joining us today.

DEMETRIUS SIDBERRY: Thanks for having me.

An Overview of the Co-Investing 
& Where It Fits within a Portfolio

STEPHANIE: Sure. Well, I’m going to jump in with a 
couple of questions. The first important one is 
what is a co-investment, how does it work and 
how does it fit into the private equity landscape?

DEMETRIUS: Sure. It’s a great place to start. A 
co-investment is essentially another way of 
accessing privately held companies. As you 
know, the premise of the private markets is 
allowing investors to access privately held 
businesses that aren’t generally available 
through the public markets, so that’s a fairly 
expansive opportunity set - a lot of innovative 
companies driving growth in economies across 
the world - and the private markets have allowed 
for investors to access those. The co-investment 
product or the co-investment vehicle is simply 
a way of accessing that by investing into 

companies alongside a sponsor or a general 
partner or a private equity fund. We’ll use those 
terms interchangeably. And it’s unique in the 
sense that you are really attaching yourself to 
some of what we believe are the best investors in 
the world in particular areas of focus to access 
companies directly. In terms of where they fit in a 
portfolio or how they fit in the landscape, I would 
say it’s becoming a more and more important 
part of what clients are doing inside of their 
portfolios, and it’s a pretty significant source of 
capital for the private markets, and a part of the 
growth that we’ve seen in the private markets 
over the last decade or so.

Drivers of Growth Within Co-Investing

STEPHANIE: Appreciating that they become a 
meaningful part of the private equity landscape, 
the growth we’ve seen in the space: What do 
you think is driving that growth, and can you talk 
about it from the viewpoint of a private equity 
firm and also from the end investor perspective?

DEMETRIUS: I think it’s important to talk about it 
from both perspectives. There’s a little bit of 
a supply and demand dynamic that plays out 
between GPs and LPs. I think for both, there 
are some real tangible benefits. For a general 
partner, there’s the simplest way of thinking about 
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co-invest capital, which is, I need capital in order 
to get a deal done, it’s an asset I should own, 
or perhaps it’s a little bit larger than the check I 
should be writing for my fund. Co-invest capital 
has a come in to fill that void. In many instances, 
the other piece of that is in a relationship 
business. The number of touch points you have 
to build a relationship can be very helpful for 
your franchise, so co-investing has become 
another way of building relationships with general 
partners and showing them how they operate on 
specific deals. I think from an LP’s perspective, 
it’s important for an LP to feel like they have a 
shot at generating attractive returns, and our view 
is that doing co-investment right gives you a good 
shot at being able to produce strong returns. 
That’s certainly been one of the reasons why LPs 
have done it.

 I think the other piece that holds true is from a 
relationship perspective, a tactical investment 
in capital deployment perspective, and last but 
certainly not least, is that co-investing has been 
a very fee-efficient way of accessing the private 
markets. Typically, what you see, what they call 
investment structure is a 1-in 10 model - 1% 
management fee, 10% carried interest - versus 
what you would see with a general partner where 
they pay or fund a private equity fund, where you 
typically pay 2 and 20 [%], so it’s a very attractive 
feature for LPs.

Due Diligence in Co-Investing

STEPHANIE: So, somewhat of a complex asset 
class. Let’s talk a little bit about the due diligence 
process. How do we look at the space? How do 
we think about due diligence? I know that lots of 
work probably goes into vetting these businesses. 
Talk a little bit about the due diligence involved 
and what an investor should look for.

DEMETRIUS: I think you’re right, there’s a ton of 
work that goes into figuring out whether or not 
you want to own an asset and then actually 
owning that asset. There are a lot of similarities 

between what a strong co-investment platform 
will do from a diligence perspective and what a 
private equity firm will do, and then there’s some 
key differences. I think the similarities are, you’re 
trying to understand the asset, you’re trying to 
understand industry trends, management team, 
what’s becoming more and more important in 
today’s market, and it’s always been important 
for us, is ESG, making sure those pieces are in 
place. I think the other component where it gets 
a little bit different for a co-investor is really 
understanding the partner that you’re doing the 
deal alongside. So again, I mentioned earlier 
that that’s a key component of co-investing, so 
understanding the value creation thesis and the 
ability for that general partner to execute on that 
is absolutely an important part of diligence. I 
think for us, the way we think about it is getting 
that appropriate marriage of asset and industry 
quality and sponsor capabilities is important and 
certainly increases your likelihood of having a 
successful outcome in a co-investment.

Co-Investing vs. Buyout: Key Differences

STEPHANIE: So, you’re sitting alongside private 
equity firms, the diligence process might be 
somewhat similar, so can you give us an idea of 
how co-investment could be ultimately different 
than investing in a traditional buyout fund?

DEMETRIUS: I think if I had to sum it up in a couple 
of words, I would say diversification, and I 
mentioned the other one earlier, fee efficiency. 
On the diversification part, if you think about the 
average private equity firm, particularly the part of 
the market where a lot of co-investment programs 
are targeting the small to mid-sized businesses, a 
private equity firm has a limited or more narrow set 
of opportunities that they’re focusing on, whether 
it’s geographically, by strategy, by company size, or 
all of the above. With the co-investment strategy, 
you can build a very diversified portfolio across 
a variety of industries, geography, strategies, 
enterprise value and do so effectively because 
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you’re attaching yourself to managers that are 
experts in those areas or who you believe are 
experts in those areas. I think that diversification 
point is important, and as I mentioned earlier, 
again, one of the favorite things about the 
co-investment market is really the fee efficiency. 
That is absolutely a key distinction between most 
co-investment programs and what you would see 
with general partners.

Hamilton Lane’s Co-Investing 
Process Explained

STEPHANIE: We’re going to point specifically 
to Hamilton Lane and our presence in the 
co-investing space. Just to give the audience an 
idea of what goes into making a co-investment, 
so how would you describe our efforts in the 
co-investing space?

DEMETRIUS: Long standing, as a firm, we just had 
our 30th anniversary. 25 of those 30 years, 
we’ve co-invested alongside general partners 
in some shape or form, so we’ve been doing it 
for a long time. We’ve lived through different 
market cycles, we’ve scaled up the program 
meaningfully. Over that 25-year time frame, 
we’ve invested over $8 billion of capital across 
400 deals, industry, diversification, sector, etc. 
It’s a really, really important part of what we 
do. I think what makes us special or helps us 
to generate some success in this area is really 
the deal flow. Even in a year where we saw 
depressed deal flow for a month or two at the 
hands of COVID, we were able to see close to 
$18 billion in deal flow. That’s important -- to 
have a lot to choose from, be selective, to have 
that process in place that we talked about earlier 
and be thoughtful around portfolio construction.

 The other piece to the equation is just the team. 
We have a very big infrastructure in place, a 
20-person team on a global basis, understanding 
local market trends, having relationships with 
general partners to generate the deal flow and 

execute on it, and the data and technology. 
I don’t think we can ignore that. In a market 
environment where there is a lot to see and a lot 
to do, having as much information to distill what 
are some interesting trends versus things that 
are less sustainable is important. That’s how we 
think about it as a platform.

Market Opportunities & Trends

STEPHANIE: Talking about trends, market 
opportunity, it seems like the market opportunity 
is there. What are you seeing in terms of trends 
and the market opportunity?

DEMETRIUS: I think it’s a great question. It’s one 
we get often. I like to draw a distinction between 
what we’re seeing and what we’re doing. What 
we’re seeing is a little bit of any and everything 
in terms of all the things I mentioned earlier from 
a diversification standpoint. If you look at the 
pie chart -- geography, industry, strategy -- we’re 
seeing a little bit of it all. What we really focused 
in on, and even before the pandemic, has been in 
growth areas and areas of resilience. If you can 
find a combination of the two, we particularly like 
those areas, so software as a service, tech more 
broadly, healthcare opportunities, certain areas 
and professional services. We play consumer 
staples, consumer discretionary opportunistically 
as well as other areas. I think the great thing 
about co-investing in general is that often you get 
to see a broad market opportunity set, but then 
you can be very tactical and very nimble in terms 
of how you’re building out your portfolio.

How Smaller Investors can 
Gain Access to Co-Investments

STEPHANIE: So Demetrius, lots of opportunity 
in the asset class, somewhat of a complex 
investment for, say, a smaller investor to get into, 
think non-institutional investor. What is a way 
where that smaller, maybe more retail-looking 
investor can access these direct transactions?
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DEMETRIUS: I think it’s a great question, an 
important question. Typically, the way a smaller 
investor accesses this part of the market is 
through a fund structure set up by a firm, and 
the reason for that is you get the benefits of 
an infrastructure - the team, the deal flow, the 
know-how of engaging with the general partners 
and working through a transaction. As you said, 
it’s very difficult for that for the smaller investor 
to access it directly and do the deals directly, so 
I think it’s important to understand that one of 
the more successful ways of attaching to that 
is really just to do it through a fund structure 
alongside a firm.

STEPHANIE: How do you think an investor should 
look at this in terms of portfolio allocation. 
These are direct equity investments. Where 
would they fit?

DEMETRIUS: I think in the alternative bucket more 
broadly, and equity more specifically, in terms 
of what we’re talking about here today. I’m sure 
you’re going to have sessions down the road 
where you’ll talk about other strategies that have 
a co-investment element to them but different 
parts of the capital structure, but what we’re 
talking about specifically today falls into that 
alternative equity bucket.

Why More Investors are 
Considering Co-Investing

STEPHANIE: Before we wrap up, do you have any 
other comments or key takeaways that you’d like 
to share with the audience before we wrap up on 
our co-investment session?

DEMETRIUS: Well, one I want to, as Stephanie 
mentioned earlier, thank everyone for joining us, 
as you hopefully can tell from our conversation, 
we’re excited about the opportunity set from 
a co-investment perspective, the deal flow 
that the market has made available and the 
thoughtfulness that is going into building 
portfolios in this area. Again, we think this is a 
very interesting way of attaching to the private 
markets for the things that I just mentioned, the 
fee efficiency and everything else that we’ve 
covered in this conversation, so we’re excited 
about the opportunity set that is in front of us.

STEPHANIE: Great, thanks everybody for joining us 
for our session today on co-investing. You can 
find more information on our strategies on the 
Hamilton Lane website or you can reach out to 
us directly. We hope that you join us for our next 
session on all things private markets.
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IMPORTANT DISCLOSURES 

This presentation has been prepared solely for informational purposes 
and contains confidential and proprietary information, the disclosure of 
which could be harmful to Hamilton Lane. Accordingly, the recipients 
of this presentation are requested to maintain the confidentiality of 
the information contained herein. This presentation may not be copied 
or distributed, in whole or in part, without the prior written consent of 
Hamilton Lane.

The information contained in this presentation may include for-
ward-looking statements regarding returns, performance, opinions, the 
fund presented or its portfolio companies, or other events contained 
herein. Forward-looking statements include a number of risks, uncer-
tainties and other factors beyond our control, or the control of the fund 
or the portfolio companies, which may result in material differences in 
actual results, performance or other expectations. The opinions, esti-
mates and analyses reflect our current judgment, which may change in 
the future.

All opinions, estimates and forecasts of future performance or other 
events contained herein are based on information available to Hamil-
ton Lane as of the date of this presentation and are subject to change. 
Past performance of the investments described herein is not indicative 
of future results. In addition, nothing contained herein shall be deemed 
to be a prediction of future performance. The information included in 
this presentation has not been reviewed or audited by independent 
public accountants. Certain information included herein has been 
obtained from sources that Hamilton Lane believes to be reliable, but 
the accuracy of such information cannot be guaranteed.

This presentation is not an offer to sell, or a solicitation of any offer to 
buy, any security or to enter into any agreement with Hamilton Lane or 
any of its affiliates. Any such offering will be made only at your request. 
We do not intend that any public offering will be made by us at any 
time with respect to any potential transaction discussed in this presen-
tation. Any offering or potential transaction will be made pursuant to 
separate documentation negotiated between us, which will supersede 
entirely the information contained herein.

Certain of the performance results included herein do not reflect the 
deduction of any applicable advisory or management fees, since 
it is not possible to allocate such fees accurately in a vintage year 
presentation or in a composite measured at different points in time. A 
client’s rate of return will be reduced by any applicable advisory or man-
agement fees, carried interest and any expenses incurred. Hamilton 
Lane’s fees are described in Part 2 of our Form ADV, a copy of which is 
available upon request.

The following hypothetical example illustrates the effect of fees on 
earned returns for both separate accounts and fund-of-funds invest-
ment vehicles. The example is solely for illustration purposes and is 
not intended as a guarantee or prediction of the actual returns that 
would be earned by similar investment vehicles having comparable 
features. The example is as follows: The hypothetical separate account 
or fund-of-funds consisted of $100 million in commitments with a fee 
structure of 1.0% on committed capital during the first four years of the 
term of the investment and then declining by 10% per year thereafter 
for the 12-year life of the account. The commitments were made during 
the first three years in relatively equal increments and the assump-
tion of returns was based on cash flow assumptions derived from a 
historical database of actual private equity cash flows. Hamilton Lane 
modeled the impact of fees on four different return streams over a 
12-year time period. In these examples, the effect of the fees reduced 
returns by approximately 2%. This does not include performance fees, 
since the performance of the account would determine the effect such 
fees would have on returns. Expenses also vary based on the particular 
investment vehicle and, therefore, were not included in this hypothet-
ical example. Both performance fees and expenses would further 
decrease the return.

Hamilton Lane (UK) Limited is a wholly-owned subsidiary of Hamilton 
Lane Advisors, L.L.C. Hamilton Lane (UK) Limited is authorized and 
regulated by the Financial Conducts Authority. In the UK this commu-
nication is directed solely at persons who would be classified as a 
professional client or eligible counterparty under the FCA Handbook 
of Rules and Guidance. Its contents are not directed at, may not be 
suitable for and should not be relied upon by retail clients.

Hamilton Lane Advisors, L.L.C. is exempt from the requirement to hold 
an Australian financial services licence under the Corporations Act 
2001 in respect of the financial services by operation of ASIC Class Or-
der 03/1100: U.S. SEC regulated financial service providers. Hamilton 
Lane Advisors, L.L.C. is regulated by the SEC under U.S. laws, which 
differ from Australian laws.

Any tables, graphs or charts relating to past performance included in 
this presentation are intended only to illustrate the performance of the 
indices, composites, specific accounts or funds referred to for the his-
torical periods shown. Such tables, graphs and charts are not intended 
to predict future performance and should not be used as the basis for 
an investment decision.

The information herein is not intended to provide, and should not be 
relied upon for, accounting, legal or tax advice, or investment recom-
mendations. You should consult your accounting, legal, tax or other 
advisors about the matters discussed herein.

The calculations contained in this document are made by Hamilton 
Lane based on information provided by the general partner (e.g. cash 
flows and valuations), and have not been prepared, reviewed or ap-
proved by the general partners.


