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On 24 August 2017, Greenspring Associates 

(Greenspring), a leading global investor, led a 

workshop with members of the Australian venture 

capital industry, in conjunction with AVCAL and the 

Future Fund, Australia’s sovereign wealth fund. 

Venture capital plays an important role in creating 

a culture of innovation and entrepreneurship, 

creating the jobs and businesses of today and the 

future. The Australian venture industry has made 

good progress in recent years, but there is still 

work to be done in order to achieve scale and a 

track record, and compete on the global stage. 

The workshop with Greenspring was designed to 

help the Australian venture capital industry build 

on its strengths and develop further so that it is 

delivering attractive long-term opportunities to 

institutional investors. 

With around US$5.2bn of assets under 

management, Greenspring is one of the largest 

venture-focused funds in the world, and one of the 

Future Fund’s venture capital managers. Managing 

General Partners, Ashton Newhall and Jim Lim, 

shared valuable insights on the state of the venture 

capital market globally and in Australia, and what it 

will take for the Australian industry to get to the 

next level of success. 

Following is a snapshot of the key insights, with a 

more detailed summary below. 

“Venture capital plays an 
important role in our 
investment program – it 
gives us access to the
innovation cycle and 
delivers uncorrelated risk 
exposure. We have a 
global perspective, 
investing in the best 
opportunities available 
around the world. 

"We want to see the local 
industry grow. We believe 
great, world changing 
ideas and opportunities 
can and do come from 
Australia. 

"The industry has made 
good progress in recent
years and now it is about 
how it can build on this, 
achieve scale and take 
ideas to the world.” 

Dr Raphael Arndt, Chief 
Investment Officer, 
Future Fund 
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 “Australian venture 
capital is at a high point – 
we have a dynamic 
ecosystem across multiple 
sectors, strong 
engagement from 
government and 
fundraising levels at a 
record high. 

“This must continue if 
Australia is to realise its 
ambition of being a 
globally recognised 
innovation leader. With 
the guidance and expertise 
of the current group of 
venture managers, we are 
confident that Australian 
entrepreneurs can 
compete on a global stage 
and achieve success. 

“The ongoing support of 
important institutional 
investors, such as the 
Future Fund, is critical to 
the growth and 
development of a 
knowledge-driven 
Australian economy.” 

Yasser El-Ansary, Chief 
Executive Officer, AVCAL 
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Key insights: 

• Rise of the rest – global venture capital markets 

have grown rapidly in recent years with emerging 

power houses such as China leading to the 

diminishing of the dominance of Silicon Valley. 

• Success drives success – successful 

entrepreneurs have been a critical part of the 

ecosystem, supporting the next wave of 

entrepreneurs to drive for big outcomes. Israel 

serves as a good example of this - it has a vibrant 

entrepreneurial culture, where successful 

entrepreneurs are now supporting the next wave, 

realising the need to drive bigger outcomes.   

• Attracting institutional investment – To be 

attractive to institutional investors the local 

industry needs to drive bigger outcomes than it has 

to date. Australian VCs need to shift away from 

capital-lite models to more capital intensive 

opportunities. 

• Shoot for big outcomes – Pursuing small 

outcomes won’t create the results needed to 

strengthen the Australian venture ecosystem. Top 

performing funds embrace risk. Australian VCs 

need to swing for the home runs and not be afraid 

to fail. Loss ratios of 30-35% are quite normal. 

• Sector specialisation – in geographies like 

Australia where there isn’t the depth of deal flow, 

venture capital funds should concentrate their 

efforts in a single sector in order to drive the net 

multiple in the fund. VCs need to have deep 

knowledge of the sectors they wish to invest in so 

as to succeed and shouldn’t build diversified 

portfolios for the sake of it. 



G L O B A L  V E N T U R E  M A R K E T S  

A U S T R A L I A :  S T A T E  O F  T H E  V C  M A R K E T  
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The US remains the dominant VC sector globally, despite recent developments in other 

markets such as Brazil and India. Whereas no $1bn+ VC-backed companies have been 

created in Brazil, there are six Indian companies in that bracket, including Flipkart (a 

potential competitor to Amazon). 

Brazil and India have both suffered from difficulties in investors doing business in those 

countries, as well as political uncertainty.  

Western Europe remains a strong venture capital market with strong entrepreneurial 

ecosystems in East London, Berlin, Dublin, Barcelona and Paris, combined with high 

internet penetration and 1.6m professional developers. 

Israel’s VC environment remains strong, supported by its Government providing the 

highest global R&D spend as a percentage of GDP (around 4.25%), a strong record of 

US $10bn+ exits, and a vibrant entrepreneurial culture. 

In China, the venture capital sector has grown rapidly in recent years, with a strong 

cultural drive to replace Silicon Valley as the epicentre of innovation. In 2016, China 

had the third largest number of VC exits (74 exits worth US$7.1bn). 

Since 2012, there has only been one Australian VC-backed company worth more than 
US$1bn (Atlassian), although there have been others that originated in Australia (e.g. 
Campaign Monitor). 

Although fundraising has increased significantly over recent years (A$568m in FY2016), 
Australia’s VC sector remains less than half the size of the OECD+ average. 

The support of the Australian superannuation sector will be crucial to the continued 
growth of VC, although the focus on fees and scale constraints make such investments 
more difficult. This experience contrasted with that of overseas where pension and 
endowment funds are very focused on net of fee returns, and the need to adopt higher 
growth investment strategies in a subdued economic environment. 

There is a great opportunity to develop the local VC sector through corporate venture 
capital, and a focus on Australian services exports to Asia, especially China.  



W H A T  G R E E N S P R I N G  L O O K S  F O R  I N  A  V C
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Over the last decade, many VCs have been overly risk-averse, preferring to make 
“capital light” investments across too large a portfolio of companies. Modest exits can 
lead to perpetual risk-aversion. Often managers will exit their investments 
prematurely, losing significant up-side.  

In order to achieve 3x net returns, VCs will need to accept high “loss rates”, and that 
often only a few high-performing investments will drive the fund’s overall 
performance.  

It will generally be easier to achieve 3x net returns, with average portfolio company 
stakes of 25%. Smaller stakes mean the fund will have to generate significantly more 
enterprise value.  

The keys to manager performance are: proprietary deal-flow, and value-add to 
portfolio companies. Managers need to have deep knowledge of the sectors they wish 
to invest in so as to succeed. Greenspring does not typically invest in generalist funds. 

In order to secure proprietary deal flow, funds should: 

Highly focused or thematic strategy.

Portfolio impact – differentiated source of capital.

Strong deal flow established through thought leadership and proprietary deal flow.

Portfolio construction – appropriate fund size to optimise potential.

Strong track record – successful entrepreneurs and/or robust, upper quartile 

performance.

Model repeatability – strong succession planning and ability to hire quality people.  

L E S S O N S  L E A R N E D  F R O M  T H E  P A S T  D E C A D E  

Have links with top universities; 

Connect with large corporations/tech companies; 

Network with startups and entrepreneurs; 

Be tied in with accelerators & incubators; 

Attend and network at industry events; 

Show thought leadership through blogs, opinion pieces and speaking engagements. 


