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MTVP portfolio 

•  Offshore software development,  
Russia 

•  Data communications, 
Lithuania 

•  Baltic MTV franchise 

Synchronization  
Technologies, US/ Ukraine  

•  Social networking in “New 
Europe”, Estonia 

•  No 2 Russian computer 
games publisher 

•  Video portal, Estonia 

•  Casual games, Finland 

•  Datacenters, hosting in 
Lithuania 



Private Equity 

•  Definition: private equity is an asset class 
consisting of equity investments in companies 
that are not traded on a public stock exchange. 
Investments typically involve a transformational, 
value-added, active management strategy 

•  Categories: 
– Venture Capital 
– Buy-out 
– Special situations 
– Merchant banking 

•  ~$200-400 b invested per year 



“Official” definition of the VC 

•  Venture capital – subset of private equity 
industry with the following usual 
characteristics: 
– Investments into new and fast-growing 

industries 
– Investments into minority stakes 
– Investments in seed, early growth and 

growth stages 



Source: ThompsonReuters 



Key figures about angel investing 

•  Angel investors fill the funding gap between FFF and 
venture capital 

•  Ticket size EUR 5000- EUR 1 m 
•  Average angel deal in the U.S. ~450 000 USD (2007) 
•  Angels provide as much capital as venture capitalists 

but for >10 times more companies 
•  ~0.5 m angels in the U.S. (equivalent ~2000 inEstonia) 
•  5-10% of angels are organized into angel groups 
•  Average annual return 27% (2007) 



What do the angels and venture capital 
produce? 
•  VC industry produces mature enterprises 

from the raw material of young ideas and 
teams 

•  The main added value of the VC is not 
financing but know-how, experience, network 
and discipline 

•  VCs are always people investing into people 
•  VCs “publish” companies like book 

publishers publish books 
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FFF 
$10-500K 

A-round 
$1-10m 

B-round 
$5-50m 

IPO or 
exit 

Typical lifecycle of a high-tech company 



Typical life cycle in figures 

Year 1 2 3 4 5 6 
Phase Startup Early growth Growth Exit 
Revenues ($m) 0 1 4 10 20 30 
Growth % 300% 150% 100% 50% 

Investment phase Angel A-round   B-round     
Pre-money / exit valuation ($m) 0,5 3   40   150 
Investment ($m) 0,4 2,5   25     
Post-money valuation ($m) 0,9 5,5   65   150 
Post-money ownership of 

founders  56% 30%   19%   19% 
Value of founders’ stake ($m) 0,5 1,7   12,1   28,0 
              
IRR to angel investors 124%   Money-back, angel 56 times 
IRR to A-round investors 102%   Money-back, A-round 17 times 
IRR to B-round investors 52%   Money-back, B-round 2,3 times 



Stakeholders of the VC industry 

Enterpreneurs 

VC investors 
(LPs) 

Venture Capitalists 
(GPs) 

Strategic buyers or 
stock market 

Ideas 

$ $ $ 

Companies 

$ 

GP incentives: 
•  2% annual management fee 
•  20% success fee (carry) after achieving 8% IRR (hurdle rate) 



Magic X and IRR 

•  Money-back (X) – the main benchmark of VC industry 
–  IRR is secondary 

•  Link between X and IRR 
–  3X = 17% IRR in 7 years – OK 
–  4X = 22% IRR in 7 years – good 
–  5X = 26% IRR in 7 years  – very good 
–  >10X = >39% in 7 years – from excellent to magic 

•  Individual expected IRRs of portfolio investments shall 
be 2X bigger to compensate for 
–  failures 
–  Fund manager’s costs 
–  Time and money lost on entry and exit 

•  VCs expect the investee companies to deliver 
minimum 50% IRR over 5 years 





Venture Capital process 

•  Fundraising 
•  Screening of pipeline, making right bets 
• Negotiating the investments & entry 

conditions 
•  Adding value 
•  Exiting at right time and valuation 



MTVP’s pipeline process 

•  ~200 companies and ideas reviewed each year  
–  In average, one per day 

•  Sources:  
–  Personal contact network 
–  Fairs, conferences, seminars 
–  Investment banks, other investors 
–  Unsolicitated calls from companies to investors 
–  Unsolicitated calls from investors to companies  

•  25-40% reaches the stage of 1st meeting and analysis of 
the businssplan and financials 

•  5-10 companies reach due diligence stage 
•  ~5 reach investment stage 
•  Growth in “thesis-based investing” (synthesis vs analysis) 



DFJ Annual Deal Funnel 

12 - 24 
Investments 

Per Year 

750 First 
Meetings Review  

Every  
Plan 

150 Follow-on 
Meetings 

Due diligence process 

30K 



Ladies and Gentlemen, 
  
I’ve a patent that drastically increases internet security. 
For the realization of the system I need 200 million USD’s investment capital. 
With this amount of money you can buy 20% of a new company. 
You’ll earn 600 million USD’s per year. 
  
A video – presentation is available: http://www.youtube.com/
watch?v=U4UWUG5RShE 
  
Thank you for your efforts in advance 
sincerely 
  
Csaba Bona 
  
PS:  Please forward this email to every known Billionaires, investor. 
        In case of realization for 1 % comission. 
        Your answer is appreciated. 

E-Mail    c.bona@teleport.ch 
Phone     +41 61 831 40 71  



•  Thefunded.com 
•  Thefuckedcompany.com 



Entering investments 

•  Reasonable pre-money valuation 
•  Shareholders Agreements: 

– Preferred convertible or straight equity 
– Liquidation preference (1X or more) 
– Valuation adjustments 
– Drag-along, tag-along. ROFR, forced exit 
– Veto & information rights 
– Representations & warranties 
–  IP rights 
– etc 



Adding value 

•  Good VC = smart money 
– Extensive experience and good instincts 
– Coaching & directing 
– Recruiting top management 
– Finding partners 
– Assistance with M&A and exit 
– etc 

•  Attention of VCs focuses on mediocre 
performers 
– Misperformers = “no money, no time” 
– Top performers take often care themselves 



Exits 

•  Exit is the “sale” in venture capital’s production 
process 

•  All companies in portfolio which are not exited 
are “work in progress” or “stock”, however good 
their performance might be 

•  VC returns are largely dependant on exit 
markets which are outside VCs’ control 

•  Making investment = buying raw material. 
Exiting investment = selling the final product 



Reality bites 



Venture-backed exits 2002-08 



Is Venture Capital Dead? 



The reasons for VC crisis 

•  IPO market is dead & M&A valuations are 
depressed 

•  LPs wary of alternative assets and have 
“denominator problem” 

•  Too much capital in too many VC funds 
•  Fundamental problem: IT and marketing 

has became so cheap that VCs may not 
be needed any more 



VC is changing, not dead 

•  Tim Draper: The venture capital business is the best-
known method for job and wealth creation there is 

•  Companies funded by VCs in 1970-2005 produce 17% 
of America’s GDP and employ 10% of workforce 

•  Winds of change: 
–  Less VCs with less capital in the U.S. 
–  More VCs on all emerging markets 
–  Angels to take care of earlier stage, VCs move back to later 

stage 
–  Average exit size will be many times smaller 
–  More focus from technology to business model invention 



MTVP, Managing Partner  

Phone: +372 667 9200 
Fax: +372 667 9201 
Mobile: +372 50 39 581  
E-mail: allan.martinson@mtvp.eu  
Skype: allan_martinson 

ALLAN MARTINSON 

www.mtvp.eu 



VC landscape in the Baltics 
•  Estonia:  

–  New Economy Ventures (NEV, Gild Bankers) – 1999-... 
•  3 m EUR, The first real VC fund in the region 
•  ~10 companies 
•  ~30% IRR 

–  MTVP – 2005-... 
•  17 m EUR 
•  9 companies 

–  Ambient Sound Investments (ASI) – 2006-... 
•  Funded by Estonian Skype co-founders 
•  Strategy between angel & VC investing 
•  Up to 100 m EUR of funds available 
•  ~20 companies 

–  Estonian Development Fund – 2007-... 
•  Funded by the government 
•  35 m EUR 
•  4 companies 

•  Latvia: 3-state sponsored private funds 
–  ZGI 
–  Ekoinvestors 
–  TechVentures 

•  EIF JEREMIE projects in Latvia, Lithuania 



Jne... 


