Turning Venture Capital
Datainto Wisdom:

Why Deal Performance
in Europeisnow

Outpacmg the US
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Background

The core data-slides in this Report (6, 7,
8,11, 15,17, 18, 23, 24, 25, 26, 27, 28, 30, 31)
were created and supported by a broad
cross-section of partners at European VC
firms who are members of the Venture
Council at the European Private Equity
and Venture Capital Association (EVCA).
These VCs include Sofinnova, Northzone,
DFJ Esprit, Amadeus Capital, Gimy,
Endeavour Vision, Delta Partners,
Advent Venture Partners, Nauta Capital,
Neuhaus Partners, Finlombarda, and
Earlybird Venture Capital.

This Report was further endorsed by
24 active venture capital firms in
Europe including Index Ventures,
Wellington Partners, Fidelity Growth
Europe, Prime Technology Ventures,
Hummingbird Ventures, Open Ocean,
Target Partners, Vodafone Ventures,
and many more.




After emerging only in the 1990s, and shaking off
the hangover from the deluge of capital that

flooded the marketin 1999-2001,
European Venture Funds have staged a

Comeback
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Venture-
backed
liquidity
eventsin
the last
24 months:
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In other words, more checks to LPs are
being written in Europe than ever before

Venture Venture
invested* SBn Exits*/** SBn

Publicly
announced
European
venture-backed
trade sales and
IPOs over the
past 24 months
(incomplete)
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At the same time, real performance shows
European VC driving the best exit multiples

globally

Exits over $ 100M
2005 - Q172011

Proportionally Europe
is producing higher exit
multiples and, although
average exit values are
ca. 25% smaller, lower
entry valuations and
higher capital efficiency
overcompensate for
disadvantages in exit
value.
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This outperformance is based on
an overproportional share in
successful exits in Europe...

Overview US- vs. European
Share in VC Value
Contribution, since 2004




...Due in part to a higher share of European

VC funds with top US quartile
performance

Active GPs Managing
Funds of Vintage

= 2006, Investment
Grade Funds




where are the outsized venture exits in Europe?
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..while European VC-backed IPO performance

matches or exceeds US performance, both pre-
as well as post-1P0O

US vs. Europe, post-IPO performance
of all VC-backed IPOs*, 03/04 to 07/11
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belime, Starting in the vear 20064, the lundamentals for o break-oul venture decwle n Eumpe hove been continuously improving, whike venture capital hung aommitments hae

An entrepreneurial boom combined with o nedure seed smgel venture esesystem has led European early-stage companies to scale Bster aml aecme more vacae sooner than ever
remmadnes] doam for last 6 vears (pesitive contremdicetor) leading to a dramatic demand-supply: m-esuiliboum of svdlable capital 2



Europe today has the largest

inequilibrium of venture Capital
availability on the planet

Supply-Demand Ratio European Venture Capital
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Supply side: Natural selection
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While the supply of venture capital started to dry
out only after2004 ...

Early-Stage VC
Fundraising Europe*

Investment
cycle

1998 1999 2000 2001 2002 2003 2004 2005 2006 200 2008 2008 200
E£L160M £5063M £ 8624 M £ 5586 M €27 M £ 1548 M £1H5M £3542M £ 2927 M £ 3585 M £2265M £1465M €81 M

T 20006 Thomson Finaneial’ PWC statistios. High-Tech Eardy- Stagne:
202000 PEREF Amabeties, Farly-Stage
Sourae; EVCA
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...0nly the fittest venture capital firms
survived the post-bubble shake out

Number of VC Funds in Germany
Europe 1999 vs. 2011*
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The dramatic capital supply imbalance
between the US and Europe

(whichreceives only one
fifth of VC Investments)...

VC Investments in Proportion
to GDP (2010)

Scandinavia UK Switzerland France Irefand Germany Benelux Austria Spain GEE Italy Portugal Poland
0,051 0045 0042 (.035 0027 002 .02 0.4 0.011 o007 0004 0.003 0003
Souree: EVUA
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...Has meant that a comparatively small

butmature sub-set of European VCs are able to
now move into fund generations 3 and beyond

VC teams’ maturity by number of funds raised
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As aresult,itis a
buyer’s market* in Europe:

“European venture capital is a cottage industry
characterised by an insufficient number of private
investors (e.g. lack of pension and endowment funds
which account for roughly 65% of the US VCindustry)
with the capacity and willingness to invest in venture
capital, mainly due to past disappointments and the
resulting lack of confidence which still inhibits the
European venture industry today.”

—Egbert Freiherr von Cramm,
Managing Director, Deutsche Bank Private Equity

In the US verture revenves substntial I'||||-:||||== [Toam un |1.' c~||-:|- marnents, penskon s and Family of liees - |||c~-'c* thres combine] e by ILu‘ |||c~ Lu'_'.=_c‘-'| el |'|I-|||-'-|'-'
anil st eolksstively B more tha i thin | | |. v capitad. l|| contrast, university endovm ithin the | l || eless tha | (T8
privae espuly e LLIRE 1 ] y | Il .

b ety am aowhobe, o -'-||||-~u'c\:| by e | 1 Lhe l ‘|.| | ike the oveer 1AM Lululj.'--l]lc-:*-' m Ilwl “\.Ilrl-. e -||l_'. 2 5iM) Ll|||||_1. al



Demand side: Proliferation

“The scarcity of VCmoney in V=
Europenotonly hasledtolow. =~ =
entry valuations, butalso has |

driven up capital eﬂiciencyf{ | / y |

(roughly 70 percent higher
than in the US) and yield (hit
rate) because the scarcity of
money allows the very few
investors to simplybemore
selective.”

—Uli Fricke, EVCA Chairwoman 2010-2011
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