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Why are independent sponsor (IS) deals often driving such strong performance (often ahead of traditional lower
middle market (LMM) funds)?

Ability to be more nimble (i.e., smaller target size, can pivot their thesis quickly, enhanced capital stack flexibility).
The IS deal-by-deal capital dynamic dictates that they source attractive deals at compelling enterprise
values/structures. 
Seasoned sponsors driving real value creation - using their networks and skills for organic and strategic growth 
83% of IS deals are $50M of EV or less -> hence independent sponsors can pursue LMM opportunities at a scale
below that of many buyout funds (i.e., due to their min. check size).
Only 15% of IS deals fall between $50M and $100M, and just 2% over that
The incredible power of capital gains tax exemptions for many IS deals that use Qualified Small Business Stock. 
Deal structure advantages using roll-over equity often in combination with a seller note or earn-out to drive
alignment and reduce cash at close.
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John J. Koeppel's commentary on " The Independent Sponsor Paradox: Smaller Capital Pools, Bigger Return
Potential," by Santiago Morazzani, August 3, 2026. 

Disclaimer: The information in this post is provided for general informational purposes only, and may not reflect the current law in your jurisdiction.

No information contained in this post should be construed as legal advice from our firm or the individual author, nor is it intended to be a

substitute for legal counsel on any subject matter. No reader of this post should act or refrain from acting on the basis of any information included

in, or accessible through, this post without seeking the appropriate legal or other professional advice on the particular facts and circumstances at

issue from a lawyer licensed in the recipient’s state, country or other appropriate licensing jurisdiction.

https://www.pe150.com/p/the-independent-sponsor-paradox-smaller-capital-pools-bigger-return-potential

