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Venture capital funds invest, advi:
ralse money

E NQ@INNOPONNAE Raise funds

GNOONOPONNAEVONOOONIPONOPANNCPNNNEREONR Funds aren’t permanent and need to raise capital
ORONZI0 MON NOORAXA0 private NOOOMOINE VDN NRONANONRBEBNWIEJFCE NVD NN ONGENOMANE themselves in order to stay in business. Last 10 years
D e L e pushed funds to:
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e e A NOOONRRDOES OERDGIONA - Get bigger and bigger, vintage to vintage
ZA 1 OPPNN OOOOZPP CORNE
AU A1 NPROGOAZNNZPORIDNENP O NAMTEDIVE - Run more funds in parallel
/£ GOMPVPRI AN N RIONA OVPONAETYSER
T S - Get more specialized
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Venture is a network-driven, service business,

traditionally

Only rarely does VC scale as a
product

The core activities of VCs all compound with network, but the

main limiting factor is still time of investors

Changing to some degree with

two approaches
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Funds are structure

as partners

JON

%
Limited Partners (LP)
- Inactiveinvolvement (oversight)

- Investsin fund

- E.g., HNWI, fund of funds, family office

>

Fund LP

General Partners (GP)

Active involvement (usually >full-time job)
Managesfund
Takes investment decisions

E.g., former builder/founder, finance, “pure” VC

Investment team

T O b@NOONAVINNNGERE GZ£ ONPROGOIDN
MON QNOPPBN OVIZPONAE
GBNBENR O ORAVPOAEEANENVINONAEN OO O P OOPR

~v o~

N POON N

Back-office

Administrative functions, incl. fund set up
Legal (huge part)

Accountingandreporting

Talent/Ops

Help recruit and manage talent for portfolios
Maintain talent networks

E.g., former Head of People

%

Tech

Build outinternaltooling
Sometimes tech DD on investments

Sometimes support portfoliocompanies on tech

Wesla motors
GQVNNNVNO
IONOM
Microhard

Unter

CECC AHIGIGFI HI T
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Venture funds live 15y+, but front-lo
much of the heavy lifting |

HOQNEPONOP ONAIDN >> Support PortCo’s >

~3 years to deploy capital ~7-12 years to monitor, support and
decide on exit

15+ year outlook on investment
strategy

Latest at this point: VCs want to continue investing, so start
raising the next fund after ~3 years
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VCs are incentivized to increase AUM and make
returns

6

GbONEVIZN NOO ONCEVANN
POZOPNO PRO O NNOVIOIIECE

—1 MOMNNONOPNNNASCA CRvBA 2%
Necessary to run a fund
Salaries, legal expenses, etc.

Scales with fund size ly 10y
200%
| |: 1
. . B - (maybe)

——Carried interest (~20%) e

Necessary for aligning interest

GP does well if fund and LPs do well

Scales with fund returns and size ~ U

CR CCR
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How do we get the dotted maybe returns??

4 ECCA i O
|

Let’s look at the venture machine
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The venture
achine

The Power Law drives
venture

- Venture means big risk, massive returns

- Afew portfolio companies drive returns of the
entire fund, ergo:

- Fatalities don’t matter

Each investment needs to be able to at
least return the fund

Not every businessfits the venture profile

\ T E—



Decision making is the real skill that matters in

venture

) /VO z‘

. @*/7
i VWsy,
0y
Fund influences :
1. Capital available

2. Stage in fund cycle

3. Attention split (vacation?)

4. Burned topic

5. Competitive investments in portfolio

)

-

/

Startup factors VCs consider

1.

2.

3.

Exceptional team
Market
Product/Tech
Deal terms

Legal setup and cap table

d ~
oy

3, trying
‘ to fundraise
Q%Q)Vq for some
time, dunno

"We're not

fundraising

yet... but I'd
be happy to chat"

Stuff VCs LOVE

1. Prior exits (“serial entrepreneurs”)
2. Traction

3. Momentum in the round

4. Great narrative

5. Being early

CCCC AHIGIGFi HT | TUM Blockchain Salon 11052023
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o»

2%

AUM can be main motivator! $1B fund = $200M in mgmt. fees

over 10y

§r o4
ittt

Fund size determines strategy

Massive uncertainty requires each investment to have huge

potential reward

200%

(maybe)
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% RAISE VG MONEY
‘ **). N o .

E

wp s/ 4

.l "

sir. can't
» let !llll llo that.

o K

: orry | have a permlt

l... —

imgfiip.com



Three questions to ask yourself before starting
to raise venture capital

4 A e \

s it venture Would | bet

Can you
scale? 3
bootstrap? e | thefarm: os

Are you so convinced of your
If you don’t need money for your Y y
business, why give up control )
’ Yg > that you’d bet your entire
and ownership? e
livelihood?

\_ Y, " Y, \_ Y,

(@]

\ 4

Market size in O(S10B) or rapidly

capturing large parts of that
market; ultra-scalable business,

Yes No 1 NONvIP No
Try it for as long as you Consider other financing I@R PO NNAATD POZOPNO
responsibly can options: £ TNENVINo 0011 G
- Loans £ FOAOPONNAE
- Crowdfunding £ | 1T cErANONPONGION

- Rev-share agreements

INFLECTION
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You decided to raise venture capital,

wat do?

14

0 EO OpOP POAMIK]

77\ ~N -~~~

. 1 MpOP

* Equity

e Convertible loan

e  FMGAVOONNNCE
« GOR OPNONVOROP NNP

0 Which VCs to target

* Stage + Check size
* Geography

 |ntro-line

0 Do or do not, there is no try

e Bedeliberate
e  Build momentum

* Only “go out” when you're
sure you can close

J OVIPPO NOGIENNANNNOZNEMZATDN PON OZONNTEE

Best guide for more info

2023 ©INFLECTION
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1. Least overhead, least control surrendered. Download from YCombinator, fill out blanks, sign, done
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Don’t be scared, fundraising doesn’t have to be horrible.
It will be work though

Email
long-list of
target VCs

TANNBPOZOPNO

NObONRNZEE

Fine-tune
pitch, take
feedback

Mechanics of a fundraising process

First calls

Try to get to a decision
maker ASAP

Educating VCs on your
business

Building long term
relationships

Due
diligence

£  TOMAINPGONVAVIBOOO

£ ) OpGmOCE

A& TRNNRZNONREEANOPO
NOZNNRID O

GOPOOO0N PON
@OpPON

Lead VC (>40% of
of round)

Additional VCs

Angels

FOOEDN
&
l,,}
Finalize terms . ivMCA)fl PON OOCEP
OPPONIIF
Sign docs AENOVID G0
Wire money £ TRNP OONBOONE
NOP ONRPZOPON

2023 ©INFLECTION
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Three tenets of VC psychology:

1. VCs are looking for a reason to pass on
you

2. (Many) VCs are herd animals, following
the flock

3. VCs can smell desperation

\ o0 ,I~~ y 4 N N

N AN FFJ \ ==

D ONNOGD OOON

16

B,

How to use this in
your favor:

1. Avoid early passes for bad reasons
reasons

2. Tweak the pitch according to thesis of
thesis of fund and trends

3. Actasifyou're (and you are!) in the
the driver seat

DO

Target funds for whom you’re relevant

Tell a grand story, connecting your vision
to larger supporting trends

Set tight deadlines and be prepared to
stick to them

DON’T

Act mysterious and refuse to share
information

Lie (obv.) or say you’ll do different things
to different people

Impose artificial constraints that don’t
allow for proper DD



obally, in

age check size EMNONZOPONINZOO B ——
QROPPANENONONNADNE [ pSEOBEPOO POZNN OMD

strument that fits I\DDC)NFKZZED OCERR OO NZROPO

CEDNN D NV[&]A
mindset of VC, with £ 1PAVPNNR

/£ 1VMONOP
/£ FOO O pOOPR

IOCKChaln Salon | NFLECT'ON -
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My hope after this

18

EPONMIP OON ONATOO00 PON NZOR N CERAVIZTEVI QNOPPANE
NIVINONN NOO OVIOR

JLB@inflection.xyz
Still on the fence?

@JonatanlB on tg
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Red flags

19

I> “Who else is investing?” I> You just don’t like them )

I> “Get back when you have a lead”
I> No idea what you do, after third call

I> Unwilling to give references

I> “If you agree to my terms, I’ll buy you a

I> “These are standard market terms” (when lambo

they’re not)
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