How VCs discover and
fund innovation






Rule #1

“Deal flow is everything.”

Marc Andreessen,
Founder of Andreessen Horowitz
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Rule #2: Successisrare

Journey of 1,000 companies

Seed Round
e Raise $250k - $7m

seod [ + Sell 15% - 40% of

company

Assume
e 1,000 Companies
Funded

CB-Insights

AgFUNDER



Rule #2: Successisrare
Journey of 1,000 companies

Seed

Series A

CB-Insights

AgFUNDER

Series A

e $2m-3%$15m

e Sell 20% - 40% of
startup

Success Funnel

[ 46% Raise Series A
@ 14% Exit (1x— 3x)
& 40% Fail to raise



Rule #2: Successisrare
Journey of 1,000 companies

Seed

Series A

Series B

CB-Insights

AgFUNDER

Series B

e $5m - $300m

e Sell 15% - 30% of
startup

Success Funnel

1 28% Raise Series B
M/7% Exit (1x— 3x)

& 11% Fail to raise



Rule #2: Successisrare
Journey of 1,000 companies

Seed

Series A

Series B

Series C -

CB-Insights

AgFUNDER

Series C

* $10m - $500m

* Sell10% - 25% of
startup

Success Funnel

1 14% Raise Series C
M5O/o Exit

&1 9% Fail to raise



Rule #2: Successisrare
Journey of 1,000 companies

Seed

Series A

Series B

Series C -
Series D .

CB-Insights

AgFUNDER

Series D
¢ $10m - $1 billion+
e Sell 5% - 20% of startup

Success Funnel

[ 6% Raise Series D
@ 2% Exit

& 7% Fail to raise



Rule #2: Successisrare
Journey of 1,000 companies

Seed

Series A

Series B

Series C -
Series D .

CB-Insights

AgFUNDER

Winners

28%

52 W

Losers

66%
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Swing for the fences

Rule #3

$160b

Top 70 startups by valuation
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Swing for the fences

Rule #3

$160b

Top 70 startups by valuation
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Swing for the fences

Rule #3

$150 billion

$160b

Top 70 startups by valuation

$2.3 billion
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Swing for the fences

Rule #3

ion

Top 70 startups by valuation

| $150 bill
$343 billion
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Swing for the fences

Rule #3

$160b
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Top 15 Agrifood Tech Startups 2017 — Seed Stage

Starship Technologies
Bowery Farming Inc
Koia
Platterz
Basket
Farmwise
Grow Food
Cafe X Technologies
LifeFuels
Minibar Delivery
Utkal Tubers
Pure Harvest
Pure Harvest Smart Farms
Yumi
Milklane
AgFunder

$17M

Ag>§UNDER
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Top 15 Agrifood Tech Startups 2017 — Series A

Maihuolang $150M

Bayer-Gingko Partnership
Two Pore Guys, Inc.
Cannabco Pharmaceutical Corp
Hyliion

Perfect Day Foods
Bowery Farming Inc
Seasoned.co

Nuritas

Momentum Machines
Kolonial

Memphis Meats
Fenfenzhong

Astro Digital

Flirtey

AgFunder

AZFUNDER PRESENTATION | PROPRIETARY AND CONFIDENTIAL



Top 15 Agrifood Tech Startups 2017- Series B

Plenty Inc.

Picnic

Convoy

Protix Biosystems

Brandless

Soylent

ZUME Pizza

Daily Harvest

Ritual

MycoTechnology

Shipt

BEFORE Brands

Swift Navigation

Frichti

Descartes Labs
AgFunder

$200M

Ag>§UNDER

PRESENTATION | PROPRIETARY AND CONFIDENTIAL



Rule #3: Swing for the fences

10x

Returns

Ag7§UNDER



Rule #3: Swing for the fences

10x $1B

Returns Markets

Ag%UNDER PRESENTATION | PROPRIETARY AND CONFIDENTIAL






0
0

80% o

60%
Money
Loosing 40% o o— —0
Investments
20%
<1x 1-2x 2—3x 3-5x >5x

Chris Dixon, ALEZ Return Multiple of the Fund



Money
Loosing
Investments

Chris Dixon, A16Z

80%

i

Bad Funds
60%
40% ¢
20%
<1x 1-2x 2-3x 3-5x

Return Multiple of the Fund

{J
>5x



80%< :

Bad Funds
60%
Money |
Loosing 40% © ‘ .
Investments
20% Good Funds
<1x 1-2x 2-3X 3-5x >5x

Chris Dixon, ALEZ Return Multiple of the Fund



800/ - o o

Bad Funds

60%
Money
Loosing 40% © 2 \ ’

Investments
Good Funds
20% Great Funds
<1x 1-2x 2-3x 3-5x >5x

Chris Dixon, ALEZ Return Multiple of the Fund



: Swing often

Rule #4
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: Swing often

Rule #4
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: Swing often

Rule #4
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Rule #5
Understand
- xpected Value

theory




Rule #5: Understand Expected Value theory

2010 - $4M Valuation

AgFUNDER

Uber

Everyone's Private Driver

Learn how It works

AR

UberCab Beta is currently live in San Francisco.

What are people saying

ﬂ sacca

100N ahways take secans, bt when | 4o, |
use @ Sy in need of
vansporaton, my fends.

ﬁlv;m’nobl

Roting in an & @

s Hetla-swanky. super-
simple black car service on yout (Phoee.
Feeling quite undeservedly Daer.

taster

© Copyright 2010 UberCan | At | | Helo 1 Biog 1

Usermame

Lean more: How it works | Pricing | Blog

v Pay from the app: no cash required!

v Give us your feedback about the driver

As seen on

T

echCrunch

-

“TECH
cocktail

U
SOENESS|

Password

On - demand car service
via iPhone & SMS.

v Book a car on the fly from your phone or the web



Rule #5: Understand Expected Value theory

E\/ = - (Loosing% x Cost)
+  (Winning% x Reward)

AgFUNDER



Rule #5: Understand Expected Value theory

_ -(99.9% x $1M)
EV =
+ (0.1% x 5% x $1008B)



Rule #5: Understand Expected Value theory

EV = - $990k
+ $5M

AgFUNDER



Rule #5: Understand Expected Value theory

EV = $4M

AgFUNDER



Rule #6
Great startups

often seemed like
stupid ideas







Rule #6: Great startups often seemed like stupid ideas

3 eBay - Your Personal Trading Community - Netscape 8| o7 | 5 | =il | 2| | S | B | e l s | o0 MZTETX]
File Edt View Go Communicator Help
T =
home | my eBay | site map =
[ Browse ] Sell | Services | Search | Help | Community |
™ what are you looking for? _
[ _Finditt |tips
categorieS What is e
id?
el ¢ > Getnows HowdoLbid?
T £ Sell your NewS  How do T sell?
mgues(ﬂBé'S) . & item Register, it's free!
Books, Movies, Music
Coins & Stamps q1763s) new usarlm Resist \ ; .
- - %9, cool
gollembles(mzsﬁ) Click here It's free and fun Joe DiMaggio
'omputers (1010s6)
Dolls, Figures gsizs) featurkd Wlcome
|
Jewelry, Gemstones New State Quarters Album - Low Shippin g , pack Rosic
(128668) » id on items
. Softest Leather Passport Wallet | Msrp 34951 to benefit the
Photo & Electronics s5202) Pt
s oo LEWIS v HOLYFIELD $2000 face value tickets foraliids
Pottery & Glass ao042) TR —— o Foundation
ordan Baske rom The ic
Sports Memorabilia :
o) Gorgeous Genuine Sapphire | Carat Nice Blue T Hot off
Toys, Bean Bag Plush Esnie Els' Omega C Two-Tone Watch | the press
(298114) ._JleE_ay
L imorey See all featured.... =M \agazine! |
Miscellaneous 11770y Get your
all categories... subscription now!

Go Locall

Shop by photos in the Gallery

greAt colleCtions

Visit ¢Bay Great Collections,
RS oo e e for e
§ wtiques, d collectblis!

3090394 items for sale

"Stamps? Coins? Comic books? You've GOT to be kidding

/7

...No-brainer pass
-David Cowan, Bessemer Venture Partners



Rule #6: Great startups often seemed like stupid ideas

T

"Rookie team, regulatory nightmare.”
-David Cowan, Bessemer Venture Partners



Rule #6: Great startups often seemed like stupid ideas

AirBed & Breakfast

san francisco

1-10 out of 16 listings
ﬂ “tikitastic”

$10
H “Cute!” $25
x “Simple”
$ $50
m “Awesomel Room” $50
Q e 50
‘ “Victorian g $50
m “Get Fit!" $80
“Sunny” $85

ﬂ “Cute”

“Modern”

"We thought A
the founders. They seemed so determined and so imaginative. Focusing

on them saved us from our own stupidity.”
-Paul Graham, Y-Combinator
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Rule #8

Invest in pain killers, not vitamins




Recap

You need great deal flow
Successis rare (and so you will fail)
Swing for the fences

Swing often

Understand Expected Value theory
Look for stupid ideas

Investin A-Teams

© N o Uk WD

Invest in painkillers, not vitamins






