
The Brief Case on the  
J-Curve in Private Equity

WHAT IS THE J-CURVE?

Private equity funds tend to exhibit negative cash flows in the early years of a 
fund’s life, followed by a rise into positive territory as investments mature and exit 
proceeds are realized. Visually, this trajectory resembles the letter J.
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In the early stages of these funds, capital is called to make investments and 
pay management fees while value creation and realizations lag, resulting in a 
dip. Over time, as portfolio companies within the fund grow and investments 
are realized, the fund’s net asset value increases and distributions to passive 
investors—generally referred to as limited partners (LPs)—begin to outpace 
contributions, resulting in the upward curve. 

THE IMPORTANCE OF TIME FRAMES WHEN MAKING 
PRIMARY INVESTMENTS

For investors making primary investments in private equity funds, understanding 
various time frames related to the J-curve is essential in order to manage 
liquidity needs and construct a diversified private equity portfolio with 
staggered vintages. 

For these funds, the initial phase of the J-curve typically matches the fund’s 
investment period, which often lasts five years. When investing, LPs commit 
capital upfront, but it is deployed gradually over the fund’s investment period. 
During this phase, net returns are often negative, reflecting management fees, 
fund expenses, and the time required to build and scale portfolio companies.

The second phase of the J-curve typically matches a multi-year harvest phase 
throughout the remainder of the fund’s life cycle. Many private equity funds  
operate on a 10- to 12-year life cycle, and it’s often not until years five to seven 
that distributions begin to exceed contributions, marking the inflection point of 
the J-curve as it begins to move upward. 

For investors new 
to private equity, 
the J-curve is a 
foundational concept, 
one that shapes 
expectations around 
cash flow, timing, 
and performance. 
Understanding how 
it behaves across 
different strategies—
primary investments, 
secondaries, and co-
investments—can help 
investors make more 
informed decisions 
and better align 
portfolios with their 
objectives.

Source: Carlyle. For illustrative purposes only. Not representative of any real investment.
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T R A D E  S E C R E T  &  S T R I C T L Y  C O N F I D E N T I A L 1

Different Cash Flow Dynamics in Fund Investments, 
Co-Investments & Secondaries

Note: For illustrative purposes only. There can be no assurance that an actual portfolio program will perform similarly due to changing market conditions and available investment 
opportunities. The foregoing does not reflect management fees, carried interest, taxes, transaction costs and other expenses to be borne by investors in a fund-of-funds vehicle managed 
by AlpInvest or one of its affiliates, which will reduce returns and in the aggregate are expected to be substantial. 
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Fund Investments Secondary Investments Co-Investments

Secondaries and co-investments are 
expected to be cash flow positive 
much sooner than fund investments

Fund investments will typically 
take 8 years before all invested 
capital is returned

Concentrated capital deployment for co-investments and 
secondaries vs. a typical 5-year investment period for primary funds 

Higher expected potential return for 
co-investments due to lower fee drag 
compared to funds and secondaries

YEARS

MITIGATING THE J-CURVE WITH SECONDARY INVESTMENTS

The J-curve is often different for investors making secondary investments, 
purchases of existing fund interests from other limited partners. Secondary 
investments tend to offer a more compressed or even inverted J-curve profile. 

Because capital from secondaries is deployed into funds that are already partially 
or fully invested, much of the early drag from management fees and unseasoned 
assets has already occurred. Secondary investors gain exposure to more mature 
portfolios, with visibility into underlying companies and the potential for near-term 
distributions. As a result, secondaries may serve as a valuable tool for managing 
liquidity and mitigating the early cash flow demands of primary fund commitments.

The duration of secondary investments varies depending on the stage of the 
underlying fund at the time of purchase. Many secondaries have an expected 
holding period of five to seven years—shorter than a typical primary fund—
making them a potentially useful instrument for balancing long-duration 
exposures and accelerating cash return profiles.

TARGETED EXPOSURE AND A MODIFIED 
J-CURVE WITH CO-INVESTMENTS

The J-curve is also modified for those making co-investments, direct stakes in 
individual companies alongside a lead sponsor. Co-investments tend to display a 
flatter J-curve than other forms of private equity investing. 

Because co-investments are made directly into a specific portfolio company 
rather than committed to a blind pool, capital is deployed much faster than 
in a primary investment, which can flatten the J-curve.  Since fees are often 
reduced or waived and investments are often made closer to an exit horizon, 
returns can begin to accrue earlier in the investment’s life cycle. While outcomes 
depend on deal-specific dynamics, co-investments may offer earlier visibility into 
performance and can complement broader portfolio construction by providing 
focused, deal-level exposure.

Holding periods for co-investments are generally aligned with the strategic 
plans of the underlying company—often three to five years, though this can vary 
by sector and market environment. This shorter duration relative to traditional 
fund commitments can provide investors more frequent opportunities to recycle 
capital and manage portfolio pacing.

PUTTING IT TOGETHER

While the concept of a J-curve is 
consistent across private equity 
investing, individual curves will vary 
across types of investments and 
vintages, and each private equity 
strategy exhibits a distinct cash  
flow profile:

Primaries: Steep initial decline, long 
recovery, late upside

Secondaries: Shallow or inverted
J-curve, typically faster distributions

Co-investments: Modest dip, slower to 
markup but potential for higher returns

Understanding not only the concept of 
the J-curve, but these differences across 
strategies is essential to constructing 
resilient portfolios that balance 
return potential with liquidity needs. 
By thoughtfully combining strategies 
with complementary cash flow profiles, 
investors can support long-term 
commitments through private market 
cycles while managing the pace of 
capital calls and distributions. 

When considering private equity 
investments, we at Carlyle believe 
understanding and analyzing J-curves 
can be an effective tool in fund 
evaluations and portfolio construction.

Source: Carlyle. For illustrative purposes only. Not representative of any real investment.
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DISCLOSURES

This document should not be relied upon as investment advice or be considered an offer to sell or solicitation to buy any security. This document has 
been prepared by The Carlyle Group for informational and educational purposes only. It is not intended to be (and may not be relied on in any manner as) 
legal, tax, investment, accounting or other advice or as an offer to sell or a solicitation of an offer to buy any securities of any investment product or any 
investment advisory service, including any limited partnership or comparable limited liability equity interests in any fund, managed account or other similar 
investment vehicle or product sponsored by Carlyle (each, a “Fund”).

An investment in a fund entails a high degree of risk, including the risk of loss. A Fund will be actively managed by Carlyle. There is no assurance that a 
Fund’s investment objective will be achieved or that investors will receive a return on their capital. Investors must read and understand all the risks described 
in a Fund’s final confidential private placement memorandum and/or the related subscription documents before making a commitment. The recipient also 
must consult its own legal, accounting and tax advisors as to the legal, business, tax and related matters concerning the information contained in this 
document to make an independent determination regarding the consequences of a potential investment in a Fund, including U.S. federal, state, local and 
non-U.S. tax consequences. Unless otherwise explicitly stated, the investments underlying any Fund or other investment program, or any specific investment 
thereof, do not take into account the EU criteria for environmentally sustainable economic activities.

Past performance is not indicative of future performance or a guarantee of future returns. The performance of any investments discussed in this document is not 
necessarily indicative of the performance of any other of Carlyle’s investments or any future performance, and you should not assume that investments in the future will be 
profitable or will equal the performance of past investments. 

Do not rely on any opinions, predictions, projections, or forward-looking statements contained herein. Certain information contained in this document constitutes 
“forward-looking statements” that are inherently unreliable and actual events or results may differ materially from those reflected or contemplated herein. None of Carlyle 
or any of its representatives makes any assurance as to the accuracy of those predictions or forward-looking statements. Carlyle expressly disclaims any obligation or 
undertaking to update or revise any such forward-looking statements. The views and opinions expressed herein are those of Carlyle as of the date hereof and are subject 
to change based on prevailing market and economic conditions and will not be updated or supplemented.

External sources. Certain information contained herein has been obtained from third-party sources. Although Carlyle believes the information from such sources to be 
reliable, Carlyle makes no representation as to its accuracy or completeness.

THIS DOCUMENT IS NOT INTENDED FOR GENERAL DISTRIBUTION AND IT MAY NOT BE COPIED, QUOTED OR REFERENCED WITHOUT CARLYLE’S PRIOR WRITTEN CONSENT. 

Carlyle may process the personal data of a recipient or its representatives. More information about how Carlyle processes personal data can be found at http://www.
carlyle.com/notices-and-disclaimers#privacy-notice. 

Where applicable, this document has been distributed by TCG Capital Markets L.L.C., a broker-dealer affiliated with Carlyle which is registered with the SEC and is member of 
the Financial Industry Regulatory Authority. Related financial products and services are only available to investors deemed to be “qualified purchasers” as defined in Section 
2(a)(51) of the Investment Company Act of 1940, as amended, and “accredited investors” as defined in Regulation D of the 1933 Securities Act, as amended. When TCG Capital 
Markets L.L.C. presents a fund, strategy or other product to a prospective investor, TCG Capital Markets L.L.C. does not evaluate any information necessary to determine 
whether an investment in a fund, strategy or other product is in the best interests of, or is suitable for, the investor. You should exercise your own judgment and/or consult with 
a professional advisor to determine whether it is advisable for you to invest in any Carlyle strategy or product. TCG Capital Markets L.L.C. will not make any recommendation 
regarding, and will not monitor, any investment made by any investor in any Carlyle fund, strategy or other product. For financial advice relating to an investment in any 
Carlyle fund, strategy or product, contact a professional advisor.

RISK FACTORS

Prospective investors should be aware that an investment in a Fund involves a high degree of risk, and it is suitable only for those investors who have the financial 
sophistication and expertise to evaluate the merits and risks of an investment in a Fund and for which a Fund does not represent a complete investment program. An 
investment in a Fund should only be considered by persons who can afford a loss of their entire investment. Prospective investors are urged to consult with their own 
financial, tax, and legal advisors about the implications of investing in a Fund. The following is a summary of only certain considerations and is qualified in its entirety 
by a Fund’s offering materials, which may contain additional information about associated risks pertaining to an investment in a Fund.

Speculative Investment. Carlyle cannot provide any assurance that it will be able to choose, make or realize any particular investment, asset, or portfolio on behalf 
of a Fund. There can be no assurance that investments made by a Fund will be able to generate returns or that the returns will be commensurate with the risks of 
investing in the type of transactions described herein. The activity of identifying, completing and realizing upon attractive investments is highly competitive and 
involves a high degree of uncertainty. A Fund must compete for investments with other private equity investors having similar investment objectives. The portfolio 
companies in which a Fund may invest (directly or indirectly) are speculative investments and will be subject to significant business and financial risks.

Highly Illiquid and Difficult to Value. A Fund is intended for long-term investment by investors that can accept the risks associated with making highly speculative, 
primarily illiquid investments in privately negotiated transactions. There is no organized secondary market for investors’ interests in a Fund nor is there an organized 
market for which to sell a Fund’s underlying investments, and none is expected to develop. Withdrawal and transfer of interests in a Fund are subject to various 
restrictions, and similar restrictions will apply in respect of the Fund’s underlying investments. Further, the valuation of a Fund’s investments will be difficult, may be 
based on imperfect information and is subject to inherent uncertainties, and the resulting values may differ from values that would have been determined had a ready 
market existed for such investments, from values placed on such investments by other investors and from prices at which such investments may ultimately be sold.

Investors in a Fund will bear multiple layers of fees and expenses. In general, a Fund’s investors will bear the fees, expenses and carried interest of the Fund and 
will indirectly bear any fees, expenses and carried interest (if any) of the Fund’s investments. Such amounts are expected to be material. This will result in greater 
expense to a Fund’s investors than if such fees, expenses and carried interest were not charged by both a Fund and its underlying investments. 

Investors Must Fulfill Capital Drawdown Obligations. Capital calls will be issued by a Fund from time to time. To satisfy such capital calls, investors may need to 
maintain a substantial portion of their capital commitment to the Fund in assets that can be readily converted to cash. An investor’s obligation to satisfy capital 
calls will be unconditional and at its sole expense. Failure to satisfy a capital call to a Fund can result in adverse consequences in the discretion of the Fund’s general 
partner, including complete forfeiture of the investor’s interest in a Fund. If a limited partner of a Fund defaults on or is excused from its obligation to contribute 
capital to the Fund, other limited partners thereof may be required to make additional contributions to the Fund to replace such shortfall.

Complex Tax and Regulatory Risks. A Fund and a Fund’s investments may involve a complicated tax structures and there may be delays in distributing important 
tax information to investors. In addition, legal, tax and regulatory changes (including changing enforcement priorities, changing interpretations of legal and 
regulatory precedents or varying applications of laws and regulations to particular facts and circumstances) could occur during the term of a Fund that may 
adversely affect any of such Fund or its investors.


