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Definition of Venture Capital

Private Equity (PE) provides equity capital to companies not quoted on a stock market. 
PE can be used to:

- Develop new products & technologies,

- Expand working capital,

- Make acquisitions, 

- Strengthen a company‘s balance sheet, 

- Ressolve ownership and management issues,

- Overcome succession in family owned companies,

- Facilitate buyouts & buyins of a business by experienced managers.

Venture Capital (VC) is, stricktly speaking, a subset of PE and refers to equity investments, made
for the launch, early development, or expansion of a business.

Usually, VC is co-invested with the entrepreneur to fund an early-stage (seed, start-up) or expansion
venture. Offsetting the high risk the investor takes is the promise of high return on the investment. A 
VC investor mostly holds minority ownership. (Source: EVCA)

Development, expansion & remunerative exit of promi sing businesses
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Fundraising

Performance

Cash

Mainly institutional Investors:

- Banks

- Insurances

- Pension funds 

- Governmental institutions

- HNWIs

PORTFOLIO

MANAGEMENT

E
X
I
T

INVESTORS

Divestments through:

Trade Sale

IPO

Buy-back

Write-off

SMEs

Investments into SMEs

Exit proceeds

Investments

Information, Coaching, 
Management Know-how

Supportive in:
Growth

Innovation
Succession

Re-orientation

INVESTING 
FUND

Superior returns are achieved through VC’s hands-on  approach
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� VC funds invest in fast growing SMEs. Fund management companies and fund investors expect high 

returns (>40% p.a.), because the investments constitute risk capital.

� The return on a VC fund is only realised when the investment is exited, e.g. by sale to a strategic
partner or with a going public (IPO).

� VC funds must also reckon that some investments are write-offs.

� 12-20 investments per VC fund to minimise risk � „diversification“.

� Varying business performances - only 3-4 very successful companies („high flyers“ or „home runs“) 
are needed to make the fund successful.

� Typical investment holding period is 3-7 years.

VC’s attractive risk-return profile provides tremen dous upside potential
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1) Above average returns

VC investment gives investors the opportunity of achieving
above average returns, higher than the yields on conventional
investments.

2) Diversification

The performance of VC investments shows little correlation
with conventional investments, and VC is thus an ideal way of 
diversifying and optimising a portfolio. Low correlation brings a 
considerable measure of protection against fluctuations in 
portfolio value:

Mixing different asset types can reduce the portfolio’s overall
volatility & reduces risk. Since the expected returns on VC are
higher than for other asset classes, this reduction in risk has no 
cost in terms of lower returns.

3) Reduced short-term volatility

Compared with listed stocks, VC investments are considerably
less volatile in the short-term.
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4) VC – 10% of more liquid assets

As a longer-term investment, VC is an enhancement of traditional portfolios. As a general rule, 10% of the total portfolio
should be invested in VC – this asset allocation makes for an optimal balance of risk & return (Markowitz‘ Portfolio Theory).

Regular annual investments in VC give the investor a stable return in the medium term, as the rising cash flows from the
vintage years arrive (J-curve effect).

VC offers investment diversification, volatility re duction & superior returns
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High selectivity

Thorough Due Diligence

Milestone dependent financing

Strong management & organizations

Active support

Appropriate financing structure

Significant dealflow

Investment focus

Professional processes

Superior market knowledge

Understanding of value-creation development steps

Exact definition of go- / no-go decision points

Human ressources support

Operational experience

Experience in internationalization

Strategic support

Business development

Deal syndication

Alignment of interest

Financial stability

Exit strategy

T
ec

hn
ol

og
y 
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Investment 
Process

Risk reduction by

Reduced technology & execution risk through differe nt methods 
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Business Angels

Stock Exchange

Achievement of 
leadership in 

relevant market

Equity Focus

Continuous Dividend Payout

Time t

Entrepreneur

Core Product 
Development

(Visionary)
Start-Up
(Freaks)

Growth

Market 
Volume

Private 
Equity

Public 
Equity 

Support

Risk Capital 
Provider

Optimal timing 

for IPO

Consolidation
(Conservative)

Saturation
(Sceptic)

SME Stock Exchange

Strategic Investors

Expansion 
(Pragmatic)

VENTURE 
CAPITAL

Private Equity

Typical 
Customer

Equity Focus

Company Value Increase

Government Agencies

Venture capital fills the equity gap
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„New Europe“ vs. Western Europe
� Difference in income, growth & innovation

� High innovation & moderate growth (~2% p.a.) in W-Europe
� High GDP growth (~5%+ p.a.) & low cost in New Europe

(Human capital : available at 30-50% of Western European level)
��� � Attractive arbitrage potential

Growth, cost, life cycles (industries & products)
� Emerging equity culture and rich environment for potenti al 

investments
� Large number of start-ups / corporate spin-outs
� Numerous dynamic & underfunded growth companies

� Strong FDI inflow
� Deregulation and reforms generate an entrepreneuria l 

and competitive environment
� Legal and regulatory frameworks adapted to EU 

standards
� Local currencies converging towards the Euro
� Stable banking system and market infrastructure
� Some regions show reverse braindrain
� Technological infrastructure increasingly advanced
� Region‘s companies can compete with

world class competitors

Right time to invest ��� � “Emerging Market” growth @ developed market risk
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Facts

� CEE Stock Markets have
outperformed Western stock 
exchanges in recent years

� Some exchanges have still 
sustainable average P/E 
rations, whereas others are
already very „expensive“

Assumption

� Rally will probably continue
in the short, maybe
somewhere mid-run, but
can‘t be persistent in the
long-run

VC offers long-term investment with superior return s

Alternative

� Private Equity / Venture Capital!
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Underserved, but ripe VC market environment

� VC market environment
� PE industry: since early 90ies, and thus increasingly

experienced management teams
� Repeat Entrepreneurs: present on the market
� Business environment: infrastructure for start-ups is

better than ever and still improving
(e.g. TP Ljubljana, ValDeal in Hungary or Czech 
Technology Park in Brno etc.)

� VC growth potential: by far higher than in W-Europe
� Capital markets: Local stock markets are an attractive exit 

route (following local pension funds reforms)

� VC markets - esp. in Central & Eastern Europe - are 
both underserved and unconnected

� VC/PE investment as percent of GDP, 0.07% in CEE vs. 
0.4% EU average 

� Poor links to international markets for capital and products, 
limited access to talent & know-how

� Success factors in VC/PE investment in the 1990s 
in UK/USA still persist in the region

� Access to proprietary deal flow, corporate finance skills, 
availability of capital

� Unique opportunity for experienced VC players
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Source: CEE Statistics 2005 – EVCA special paper (November 2006)

Underserved markets ��� � enormous catch-up potential
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CEE average: 0,07

EU average: 0,40

VC / PE Investment as % of GDP (2005)

Market Opportunity Unmet Demand

Catch-up potential for CEE regions
� Sixfold increase on EU average 
� 20-fold to most mature markets in EU
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Source: EBRD 12/2006

A $20 bn market with significant growth perspective
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Fundraising activity surged to over $1 bn per year
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Source: EBRD 12/2006     *CSE…Central & South Eastern Europe
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Investment activity increased four times in 2006
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Source: EBRD 12/2006     *CIS…Commonwealth of Indipendent States
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547

33

4

216

15

279

7

134

122

16

2004

n.a.18Bulgaria

476449TOTAL

6782Romania

127Croatia & Slovenia

2410Baltics

373332235272Sub-total

1953568Slovakia

120177137105Poland

1431113568Hungary

91392831Czech Republic

2005200320022001Euro million

� Current market is dominated by later-stage, expansion and buyout transactions

� Trend towards larger funds

� Advent of VC? � YES!!!

Source: EVCA 2006

Attractive risk-return profile of PE/VC investments  in CEE
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Characteristics of deal size segments

� Very few investors are targeting the deal size
� Few venture funds are operating in New Europe
� Number of opportunities is increasing

significantly, due to improved environments for
start-ups, SMEs & tech companies
� Largest demand, smallest supply!

� The majority of PE funds in the region are
targeting this deal size (buyouts & later stages)

� No early stage investments!

� Deal size in PE & buyout sectors are increasing, 
as company / deal sizes are augmenting � pan-
regional competition!

VC targets a highly dynamic & most underserved mark et segment

€15m+

€ 4-15m

€1-4m

Expansion 
/ Later

Stage & 
Buyouts

Early & 
Expansion 

Stage

(Small 
Buyouts)

PE / 
BOs*

*BOs…Buyouts
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CEE ��� � best performing PE market in recent years

Source: EBRD, Cambridge Associates

Performance Comparison
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EBRD CEE Portfolio CA EM VC & PE Index CA W-Europe PE Index

CA US PE Index CA US VC Index S&P 500
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• Global insuline manufacturer, listed on WSE ($1 bn market cap) with the aim of achieving 5% of global market
• Estimate investment $5m – 100 x money invested 
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�����������

• Leading global security software house (ranked top 5 globally)
• Estimated investment $2m – 33 x money through partial exit to Intel Capital / Enterprise Investors
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• Leading ISP provider Czech Republic
• Estimated investment $7m – 33 x money invested – trade sale to Telekom Austria

• Polish leading mobile marketing company with aim to consolidate all Central European region
• Estimated investment PLN500 k – 70 x money invested / IPO on WSE

�*+� �������� ��,�-.�
• Best European VC exit ever                                     
• Early stage investors made triple to four-digit cash multiples on their invested capital

„Together with visionary entrepreneurs VCs turn ideas in to reality“ ���� $$$
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2007

� 1st closing of gamma III fund at approx. €30m

� Further team expansion 

� Focus expansion on investment opportunities in CEE

� VC/PE award for Infoniqa Holding AG

Launch of iLab24
• Internet incubator model

(following idealab & Co.)
• Goal: quick IPO

Foundation of GCP
• Founders Klaus Matzka, Oliver 

Grabherr,  Hannes Ambacher
• Mario Orasche completes the team
• Takeover of iLab24 management
• Relaunch as balanced tech VC fund 
• Cessation of all incubator activities

Acquisition of gamma II mandate
• Burkhard Feurstein & Nikolaus Spieckermann join
• 1st close at €10m
• Alignment of iLab24 and gamma II as one fund

Ramp-up of investment acivity
• 2nd & final close of gamma II at €17,25m. 
• GCP 2nd most active VC in DACH, top-10 in EU
• Sale of stake in Tiani AG to GWI

Market Endorsement
• GCP wins first & second place in 1st Austrian

VC awards for investment in inode & ORIDIS
• Sale of stake in igeneon in all-share

transaction to Aphton Inc. (APHT)

2000 2001 2002 2003 2004 20062005

Realisation & Value Creation
• Sale of stake in broadband ISP 

inode , generating 340% IRR p.a.
• Kick-off fundraising for gamma 

III, target size €75m

Active investor, strong track record ��� � „THE Austrian VC“
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GCP’s investment team consists of 7 professionals with a complementary background & experience, covering the 4 critical 
VC investing skills:

Venture Capital : deal origination, structuring & closing, value creation, exit focus

Technology : identifying exciting trends, evaluating commercial potential, product vision

Corporate Finance : reporting & controlling, financial strategy, IR, transaction experience

Operations : business strategy (positioning, business model), sales & marketing, execution

� GCP has established two models to formally & transparently integrate outside talent:

Klaus Matzka  Oliver Grabherr                 Burkh ard Feurstein       Nikolaus Spieckermann    Mario Or asche              Johannes P. Weinberger   Michal N espor

Investment Advisors

� Part of the GCP Investment Committee

� Serve as sounding board and sparring partner for 
the GCP team in all investment decisions

� Incentivised directly through GCP, possible carry-
participation

Venture Partners

� Senior advisors to portfolio companies on critical
strategic & operative business issues, e.g.:

» Recruitment of top talent
» Business & value creation strategy

» Specific operative issues, such as sales optimisation

� Incentivised directly through portfolio firms, possible
co-investment opportunities



GCP gamma capital partners   | 24

����������4 ��������


Gross Return Target IRR 30%, multiple >3x 

Strategy DACH and CEE (max. 1/3) technology investing

Structure 10 year Limited Partnership (Lux SICAR) with four year investment period

Fees 2.5% management fee, carry 20% after 6% hurdle with catch-up

Size of the Fund Target size: €75m, cap: €100m

GP Committment GCP and its partners subscribe for 2% of committed capital

Closes First Closing in 2Q2007 at approx. €30m, final closing 12 months thereafter

Other Commercial Terms
� The Fund is all-equity financed and will not use long-term leverage
� Co-Investment opportunities for LP‘s on arms-length basis

Fund Management & Administration
� Manager gamma III sàrl Luxembourg
� Custodian & Admin Fortis Banque Luxembourg
� Auditor Ernst & Young Luxembourg
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� Region

» German-speaking Europe (D A CH)

» EU countries bordering Austria (CZ, H, SLO, SK)

� Stages

» Focus on early-stage and expansion opportunities

» Selected seed, later stage and special situations opportunities

Specifically, GCP focuses on Global Technology Players & Regional Champions

Great sectors, strong regions ��� � outstanding opportunity

� Sectors

» Communications & 
New Media, 
Software, 
Electronics, 
Life Sciences, 
Chemicals & 
Materials, 
Alternative Energy
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Post-Money 
Valuation

Investors

Founders

Multiple 
2004-2005

4.8x

3.6x

3.7x

Inode value development
2004-2005 (€m)
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2004

Expansion 
round

Additional 
Equity

Revenue 
growth

Profitability 
increase

Debt
decrease

Management
improvement

2005

Exit:
M&A transaction

€20m

€95m

€57m

€38m

€m

ILLUSTRATIVE

Win-Win for ALL

VC contribution

� Brought in CFO

� Restructured balance sheet

� Managed turn-around

� Increased profitability

� Focus on exit and initiation
of trade sale

� Built walk-away position

� Realized return to investors: 
365% p.a. IRR

Value driver influenced by investor only

Value driver influenced by investor & other factors

Value driver influenced by external factors (e.g. market dynamic)



GCP gamma capital partners   | 27

%������

Main Office

gcp gamma capital partners 
Beratungs- & Beteiligungs AG

Marokkanergasse 22/7a

A-1030 Vienna

AUSTRIA

T: +43-(0)1- 513 1072-100

F: +43-(0)1- 513 1072-200

www.gamma-capital.com

office@gamma-capital.com

German & Swiss Office

gcp gamma capital 
Deutschland Beratungs GmbH

Businesspark Lindenberg

Lauenbühlstrasse 59

D-88161 Lindenberg

GERMANY

T: +49-(0)8381- 8077-71 or -72

F: +49-(0)8381- 8077-73

CEE Office

gcp gamma capital partners
consulting s.r.o. 

Zámocká 22

SK-811 01 Bratislava

SLOVAK REPUBLIC

T: +421-(0)2-541 313 78

F: +43-(0)1- 513 1072-200

Mario Orasche

Investment Manager, Head of CEE

Thank you for your attention!
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� Cambridge Associates
» www.cambridgeassociates.com

� EBRD (European Bank for Reconstruction and Development)
» www.ebrd.com
» www.ebrd.com/country/sector/fi/funds/perform.htmwww.htm

� EMPEA (Emerging Markets Private Equity Association)
» www.empea.net

� EVCA (European Private Equity & Venture Capital Association)
» www.evca.com

� National Venture Capital Associations
» USA: www.nvca.org
» UK: www.bvca.co.uk
» Austria: www.avco.at
» Czech Republic: www.cvca.cz
» Hungary: www.hvca.hu
» Slovak Republic: www.slovca.sk
» Switzerland: www.seca.ch
» Russia: www.rvca.ru etc.


