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A
funding gap exists for good 
quality UK SMEs seeking  
to raise finance of between 

£0.5m and £5m. This gap first 
emerged in the late 1990s, when  
3i Corporate Finance wound down  
its regional focus. It widened further 
when banks reduced lending following 
the crisis in 2007, and it remains today, 
because companies of this size are  
too small to warrant the attention  
of private equity funds, but too large 
to be supported by family and friends.

This is where co-investment steps 
in. As evidenced by the growth in 
popularity of crowdfunding and 
peer-to-peer lending, investing in 
private companies is no longer the sole 
preserve of financial institutions and 
corporations. Spurred on by low 
interest rates, private investors are 
choosing to be more entrepreneurial 
with their money. Many support 
businesses in which they believe, see 
value and with which they wish to 
share success. 

But crowdfunding tends to focus  
on pre-startup, startup and early-stage 
companies. With less than half of new 
businesses in the UK surviving beyond 
five years, investing so early in a 
company's lifecycle is not without risk.

Chelverton's co-investment approach 
is to support the more established 
SMEs in the funding gap. In 2013  
the company launched the Chelverton 
Investor Club, with the mission  
of putting private equity in the hands  
of private investors. Investor Club 
companies are fully vetted and 
appraised by Chelverton's unquoted 
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David Horner

Why follow the 
crowd, when you 
can be in the club?

equity team and, in a typical year,  
six companies are put forward to  
the membership. The minimum 
investment is £25,000 per company, 
and the choice is to participate in all, 
some or none. Regular meetings are 
held to update on existing commitments 
and appraise new opportunities. There 
are significant tax mitigation advantages 
available, which vary depending on 
the specific company.

With crowdfunding, investors are 
spoilt for choice among concepts and 
pre-revenue startups, particularly  
in the consumer and technology 
markets. Chelverton believes that by 
focusing on a segment of the market 
that is largely ignored by others, its 
investors can make impressive returns 
with less risk. Chelverton does not 
offer 'get rich quick' money or  
promise ten times an investment  
on exit, but decent returns that  
reward investors for the illiquidity  
and risk profile associated with  
private equity transactions.

Chelverton Investor Club transactions 
do include providing growth capital for 
certain post-revenue startups, because 
generous government tax advantageous 
schemes available to investors for doing 
so, including the Enterprise Investment 
Scheme (EIS) and the Seed Enterprise 
Investment Scheme (SEIS), make them 
difficult to ignore. But more traditional 
private equity structures, such as 
development capital for more mature 
businesses, or acquiring a business in 
conjunction with a management team 
through a management buy-out 
(MBO) also feature. 

Members of Chelverton Investor 
Club are high net worth investors, 
with a likeminded interest in building 
a self-selected private equity portfolio 
of companies with sensible and 
pragmatic management teams, but 
want to leave the leg-work of sourcing, 
structuring and executing their 
investments to the experts.    

So, why follow the crowd when you 
can be in the Club?
For more information, visit  
www.chelvertonic.com
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