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Introduction 
 
In this session we would like to focus on the following areas: 
 

 Key current international learning’s on Angel portfolio construction 
 

 Features of the NZ Angel market that might cause the NZ Angel investment experience to 
differ from these.  For instance in the data set discussed below the findings have been that 90 
percent of all the cash returns were produced by 10 percent of the exits.  Might the NZ experience 
be different to this though given the particular dynamics around investment into NZ seed and early-
stage companies (including possible less potential for huge home runs)?  For instance in NZ are we 
going to see 90 percent of all the cash returns were produced by say 30 percent of the exits 
instead? 

 

 Different Angel investing strategies and the implications of those on Angel portfolio 
construction.  What is the role for instance of alternative Angel investment models now starting 
develop in the NZ market (such as side car funds) in Angel portfolio construction?  One of the other 
key findings from the data set discussed below is that the “structure” of the Angel investment can 
never outperform the “substance” (i.e. each investment has to be done as though it’s your only 
one; the bar can’t be lowered to enable you to more quickly build a bad portfolio) 

The intention is that this will also be a very open session with lots of delegate participation and sharing of 
experiences and perspectives. 

Background  

Through research backed by the Kauffman Foundation in the US, NESTA (a UK-based entrepreneurship 
foundation), the University of Washington, and Willamette University, Robert has compiled and recently 
released the largest data set on angel investor financial returns that exists.  

The best estimate of overall angel investor returns from this data is 2.5 times their investment, though in 
any one investment the odds of a positive return are less than 50 percent.  



 

 

 

The overall multiple from the data represented in the graph is 2.5 times the angel investment (i.e. $100,000 
invested, would return $250,000). It is based on more than 1,200 exited investments made by angel 
investors over a 15-year timeframe, collected separately across both North America and England. It is not 
highly concentrated geographically, or in the bubble of 1998-2000, or in any industry. The distribution of 
returns from the different U.S. and UK samples is virtually identical — a useful robustness check on the 
initial North American data. There are no “carried value” estimates in the data. (If you want more detail on 
these things, you can go crazy in the full reports.) 

Here are some important things to note: 

1. In any ONE investment, an angel investor is more likely than not to lose their money, i.e. to earn 
less than a 1X return. It is risky. However, once investors had a portfolio of at least six investments, 
their median return exceeded 1X. Irving Ebert, of the Ottawa Angels, has done some outstanding 
Monte Carlo simulation with this data, finding that making near 50 investments approximates the 
overall return at the 95th percentile. Most investors will be somewhere in the middle, of course. 
Angel investors probably should look to make at least a dozen investments, but that’s just a rule of 
thumb. This is critical: Each investment has to be done as though it’s your only one; the bar can’t 
be lowered to enable you to more quickly build a bad portfolio. 

2. The production of cash is highly concentrated in winners; 90 percent of all the cash returns are 
produced by 10 percent of the exits. This is essentially the same concentration as in venture 
capital.  The next largest “bucket” of cash returns is in the high-volume, but low-multiple group, the 
1X to 5X category.  It’s important to note, however, that it’s not exactly the same as formal venture 
capital. These returns happened all over the place geographically (NOT all in the Bay Area or 

http://techcrunch.com/2012/10/13/angel-investors-make-2-5x-returns-overall/wiltbank_angel/


 

 

Boston), happened across industries, and most often happened without having any follow-on 
investment from VCs. In fact, VCs eventually invested in only one out of three of the ventures, and 
the ventures in which they did invest produced lower returns than those where VCs did not invest. 

3. When you aggregate all of the data, these angel investors (across the U.S. and UK) produced a 
gross multiple of 2.5X their investment, in a mean time of about four years.  
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