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2.Fund economics 
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Sources of funding 



Top Funding Sources 

7% 

https://www.fundable.com/learn/resources/infographics/startup-funding-infographic 
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Top Funding Sources 

%age of Total 
(by volume) 

Avg Amount Number 

Personal Investment 57% $48,000 3,865,000 

Friends & Family 38% $23,000 2,608,000 

Bank Loans 1.43% $144,000 97,000 

Angel Investors 0.91% $95,000 61,900 

Venture Capital 0.05% $5,940,000 3,700 

1 in 2000 

https://www.fundable.com/learn/resources/infographics/startup-funding-infographic 

https://www.fundable.com/learn/resources/infographics/startup-funding-infographic


75% of technology acquisitions 

in 2013 & 2014 were of 

non-VC funded companies 



 

2018: a big year for VC 

PitchBook Venture industry analysis, via Upfront Ventures 



Why raise venture capital? 

Deep pockets 

Leverage VC network 

To position for future rounds. 



http://christophjanz.blogspot.com/2017/01/saas-funding-napkin-2017-edition.html 
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Fund economics 



Sources of Funds 

Pension Funds 
Sovereign Wealth Funds 

Governments 98% 
Family Offices 

Banks 
Fund of Funds 

Insurance Funds Capital 
Endowments 

High Net Worths 
80% ProfitCorporates 

20% of profit 

2%LPs 

Venture Capital Fund 

Management Carry 

Fees 

Startup Portfolio GPs 



Traditional View of Investing 

Lose all investment 33% 

Break even, return the investment 33% 

Generate all the returns 33% 



US venture returns 

https://www.sethlevine.com/archives/2014/08/venture-outcomes-are-even-more-skewed-than-you-think.html 
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LPs expect a 3x return Why? 

Year Capital 

$1,000,000 Rate = 13% 
$1,130,000 

$1,276,900 

$1,442,897 

$1,630,474 

$1,842,435 

$2,081,952 

$2,352,605 

$2,658,444 

$3,004,042 Multiple = 3 



Hypothetical Early Stage Fund 

Fund Size $50,000,000 

Position per company 20% 

Investment per company $1,000,000 

Number companies 50 



Fund Maths 101 

Return 
(multiple) 

Fund Avg Valuation 
Distribution #companies 

returned (m) 

Fund Size $50,000,000 

Position per company 20% 

Investment per company $1,000,000 

Number companies 50 

Fund Performance $121,000,000 

Multiple 2.42 

0.5 64.80% 32 $16,000,000 $3 

2.5 25.30% 13 $32,500,000 $13 

7.5 5.90% 3 $22,500,000 $38 

15 2.50% 1 $15,000,000 $75 

35 1.10% 1 $35,000,000 $175 

50 0.40% 0 $250 

Note: this ignores carry and management fees 



Fund Maths 101 

Return 
(multiple) 

0.5 

Distribution 

64.80% 

#companies 

32 

Fund 
returned 

$16,000,000 

Avg Valuation 
(m) 

$3 

2.5 25.30% 13 $32,500,000 $13 

7.5 5.90% 3 $22,500,000 $38 

15 2.50% 1 $15,000,000 $75 

35 1.10% 1 $35,000,000 $175 

50 0.40% 1 $50,000,000 $250 

Fund Size $50,000,000 

Position per company 20% 

Investment per company $1,000,000 

Number companies 50 

Fund Performance $171,000,000 

Multiple 3.42 

1 big exit “returns” the fund 



Fund Maths 101 

Return 
(multiple) 

0.5 

Distribution 

64.80% 

#companies 

32 

Fund 
returned 

$16,000,000 

Avg Valuation 
(m) 

$3 

2.5 25.30% 13 $32,500,000 $13 

7.5 5.90% 3 $22,500,000 $38 

15 2.50% 1 $15,000,000 $75 

35 1.10% 1 $35,000,000 $175 

50 0.40% 0 $250 

need to believe your company can be here 



Getting funded 



Frontline Funnel 

Leads 

Qualified 

15% 

100% 

15% 

Due Diligence 

23% 

Negotiation 

36% 

Portfolio 

76% 

3.45% 1% of deals get funded 

1.24% 

0.94% 



60% 

16% 

18% 

2% 

2% 

2% 

Source of Deals 





Qualification 
(2 weeks) 

Diligence 
(4 - 6 weeks) 

Legals 
(4 - 6 weeks) 

Introduction 

First meeting 

Full pitch 

Lots more meetings 

Market calls 

Partner pair review 
Typical Process 

Customer calls 

IC Pitch 

Term Sheet 

Contract Negotiations 

Signing 

…back to the day job 



What are we looking for… 

A very big market 

Founder(s) with a thesis 

Reason for “why now?” 

A team that can move quickly 

An unfair advantage 



http://stateofstartups.firstround.com/2017/ 

http://stateofstartups.firstround.com/2017


∴ Raise more if you can! 

http://stateofstartups.firstround.com/2017/ 

http://stateofstartups.firstround.com/2017


Thanks 

stevec@frontline.vc 
@stevec64 

mailto:stevec@frontline.vc
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