The current state of the VC industry

INn relation to other financing sources for startup firms

Ekon Dr Anna SO6derblom
Handelshdgskolan i Stockholm



Definition Venture Capital



Definition riskkapital

Riskkapital

Public equity
Borsnoterade bolag

Private equity
Investeringar i onoterade
foretag med ett aktivt
agarengagemang

Affarsanglar
Investeringar av
privatpersoner i foretag
utan familjeanknytning

Venture capital
Investeringar i sadd-,

startup eller
expansionsfaser

Buyout capital
Majoritetsinvesteringar i
mogna bolag kompletterat
med lanefinansiering



Typer av VC FOretag

1. Privata
2. Fondbaserade

2. Statliga

Number of active VC firms
Sweden 1995-2011
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Fondstruktur
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Alternativa Investeringar
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Typer av VC Foretag

Fondbaserade

e 23% av antalet

« 60% av kapitalet

Number of active VC firms
Sweden 1995-2011
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Finansieringskallor for
smaforetag



Nystartade foretags
Finansieringskallor

— Agare, familj, vinner

Intern finansiering & .
— .5 —— Kunder, leverantérer
Bootstrapping

— Bidrag

Kommersiella 1an och
Startups _ krediter
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Nystartade foretags
Finansieringskallor

Sources of funding for US startups
Percentage of funding in USD, 2004

External equity
funding 10%

Internal funding
46%

External debt
funding 33%

Source: Robb and Robinson (2010)



Nystartade foretags
Finansieringskallor

Sources of funding for US startups
Percentage of funding in USD, 2004

Other

Venture capital 11%

4%
Business angels
6%

Owner investments
32%

Business bank loan
15%

Family and friends
7%

Personal bank loan

14% Governmental

Credit lines
4% %

Source: Robb and Robinson (2010)



Nystartade foretags
Finansieringskallor

VC share in Swedish startups
2002-2009

Venture capital
1,2%

Source: Tillvaxtverket, SVCA, Own calculations



Venture Capital-investeringar

Nagra exempel
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Venture Capital-investeringar

Nagra svenska exempel
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http://www.linasmatkasse.se/

”....among Inc. 500 ..
approximately 16% of the
companies had VC funding.”




Aktuellt [age 1 VC-industrin



Dramatisk nedgang ...

US VC fundraising
Billion USD
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... aven i Sverige

Nordic VC funds targeting the
Swedish market (1983-2010)

 Dramatisk minskning

o Okad aktivitet fran &
DK/NO VCs 0

o Okad aktivitet fran

iIcke-nordiska VCs

# of raised VC funds in Sweden
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Typer av VC-foretag
Svensk industriutveckling

Number of active VC firms Number of active VC firms
Sweden 2002 vs 2011 Sweden 2002 vs 2011
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Europa

Avkastning VC-fonder

Rolling IRRs (%)
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European Venture Capital & public market comparators
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Sverige

Avkastning VC-fonder

Swedish avg. PE fund perf. & public market comp.
Multiples
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Avkastning VC fonder

Framgangsfaktorer

varians ...

« Senare faser

« VC teamets erfarenhet*

« Storre fonder (inte for stora)’
 Industrispecialisering'

« Begransat geografiskt fokus'

* Aven for svenska fonder (Soderblom, 2011)

'Ej for svenska fonder (S6derblom, 2011)

Return multiple

Swedish VC funds’ performances
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Konjunkturs- Icke
fragal fungerande
modell!




”... VC model provides an
efficient solution to this basic
problem of entrepreneurial
finance.”







1. Overdimensionerad industri




2. Minskande exit-marknader

US VC Exits: '91 - '00 US VC Exits: '01- '09

IPO
12%




3. FOorandringar i underliggande industrier

Cloud services market size
Billion USD

2009 2010 2011 2012




4. Forlanga investeringstider




5. Extraordinar situation runt ar 2000

och IT-bubklsn sam sprack

)




6. Institutioner lamnar tillgangsklassen




Utveckling i tva riktningar?

Super angels

Boutique VCs

Konsolidering

Farre men storre
VC-foretag

KP

SEQUOIA¥CAPITAL®

CB

SEVIN
ROSEN
FUNDS




Policyrekommendationer

« Djupare forstaelse for VC-industrins utveckling
 Bredda fokus till andra finansieringsformer

o Holistiskt synsatt

e FOrdjupad forskning

— Svenska smaforetags finansieringskallor?
— Relation finansieringskalla — foretagsutveckling?
— Negativa effekter av tidig finansiering?



Fragor/Funderingar?

anna.soderblom@hhs.se
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