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(1 Korea VC History

Korea VCs were established in the 1970s under Government Leadership.

Introduction Phase(1970s~) Personal Computer

TriGem

v The Government established Government-led VCs.
- There were no privately established VCs yet.

v The Relevant Regulations were lacking. ;'.'i::: .‘..fl.".;..ﬁ "m.“

- The primary sources of revenue were not investments, '

but loans and leasing.
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v' Some Venture Capitalists invested in Korea’s First PC Manufacturer.
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(D Korea VC History

In the mid-1980s, Regulations were prepared, and Private Association was established.

Legalization Phase(1986™)

v" The Relevant Regulations were prepared.

- However, two similar regulations were prepared:

<

one with a focus on SME, the other with on Finance.

KVCA

Korea Venture Capital

- The responsible ministries were different.
v’ Several Private VC Firms were established.

Association

v" Twelve VC Firms came together to form the First VC Association.
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(D Korea VC History

The IMF Crisis triggered Venture Investment, but adjusted.

KOSDAQ +/813 1825 7801 = 820 v2-0.29% 711,984,469

Growth & Adjustment Phase(1996~) ol5 22 5200 120

v The IMF Crisis erupted in 1997. \H
- Mass layoffs led to the emergence of a pool of talented H |
professionals in the job market. 'M‘l |

- Startups gained attention as an alternative. ” |
v" Support measures related to KOSDAQ and startups were ’ > -
implemented. -

- Many VC firms(91s in 2 years) were established. KOSDAQ(1996.07 ~ 2000.09)

- Huge investment(1.7B USD in a year) was carried out.

v" The Bubble Burst.
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(1 Korea VC History

The establishment of KFoF and KVIC contributed to Stable Growth Trajectory.

Renewal Phase(2005")

v KFoF & KVIC was launched in 2005.
- To nurture startups one again, inconsistent government policies were

implemented.

- KFoF(Korea Fund of Funds) was launched to pursue centralized policy.

- KVIC was designated as the GP of KFoF.

Growth Phase(2010s~)

v" The Mobile Era has begun in 2010s.
- The launch of smartphones marked the beginning of the mobile era.

- ICT service & early-stage investments expanded.

v TIPS was lunched 2013
- The public-private joint venture nurturing program TIPS was

implemented and successfully nurtured numerous startups.
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(D Korea VC History

Budget and Liquidity rule the World.

Boom Phase(2017~)

v The Budget for KFoF has been increasing since 2017.
- The budget doubled, and venture investments increased.
- Strategic investments, foreign players, and PE entered the market.

v" The COVID-19 pandemic led to increased liquidity.
- Investments lagged for a while, but they soon rebounded

and expanded further.

v" However, a Challenging Phase lies ahead.
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@ Role of KVIC & KFoF

The main Role is serving as the GP of the KFoF

(- LPs (government dept. & agencies) -\ (- KFoF -\ ( VC: GP of Venture Funds \
Copital Capital * 1,142 KFoF-backed Funds
prta’ * From: 2005.7.15. Contribution
Contribution — ® Early Stage
. - * Size: 6,790M USD € * M&A
* Ministry of SMEs and Startups Policy Return * Young Entrepreneur
Agenda * Term: 30yrs(2005~2035 istributi " i
« Ministry of Culture, Sports and g yrs( ) Distribution - ICpulture, Movie
Tourism \ J \ LI )
* Korean Intellectual Property Office
* Korean Film Council ;;’"d . InvestmentlTExit
anagemen
* Ministry of Science and ICT
( Startups \
* Ministry of Employment and Labor (- KVIC: GP of KFoF .\

* 9,312 underlying portfolios

* 21,841M USD was invested
* Korea Sports Promotion Foundation

* Ministry of Environment .‘ = Kakao, Toss

. . = Curly, Musinsa
* Ministry of Education
* KRAFTON

* Ministry of Land, Infra. and Transport I(v I ‘ = Yanolja, Jikbang

\- Ministry of Oceans and Fisheries ) Korea Venture Investment Corp. \ J

* Ministry of Health and Welfare

Source: KVIC, March 2023

D KVIC
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@ Role of KVIC & KFoF

KFoF is the largest single LP and drives capital inflow

New VC Funds LP Proportion(%) Positive Impact of KFoF(%)
88 137 os 152 121 s 615 - Enhancing cred. of the
: 47 13.0 11 : 54.1 fund for other LPs
9.8 176 sl
119 8.8 178
8 104 15.8 118 11.0 O - Enhancing cred. of GP
77 i -VCs / \ “
24.6 18.4 20.5 - Pensions
183 226
9.2 6.3 8.5
54
6.1 6.7 6.9 74 45
. 78
- KFoF
2018 2019 2020 2021 2022 2021 2022 2023
Source: KVCA, March 2023 Source: KVIC, VC Trend Report 2023

Anonymous VC: “Thanks to KFoF, many startups were able to emerge, and Korea Startup Funding Ecosystem
has advanced. KFoF plays a significant role in providing credibility to other LPs.”
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@ Role of KVIC & KFoF

(- LPs (government dept. & agencies) -\

* Ministry of SMEs and Startups

* Ministry of Culture, Sports and
Tourism

* Korean Intellectual Property Office

* Korean Film Council

* Ministry of Science and ICT

* Ministry of Employment and Labor

* Ministry of Health and Welfare

* Korea Sports Promotion Foundation

* Ministry of Environment

* Ministry of Education

* Ministry of Land, Infra. and Transport

\. Ministry of Oceans and Fisheries

We can list five Main Objectives

Capital
Contribution

Policy
Agenda

Achieving
Policy
Agenda

J

Source: KVIC, March 2023
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(' KFoF

* From: 2005.7.15.

Advancing
GP Selection

and Fund mgt. >
* Size: 6,790M USD —
_eulln

* Term: 30yrs(2005~2035) Distribution

( VC: GP of Venture Funds

N

* 1,142 KFoF-backed Fun~'-

L] Ear'y Stage Promoting
" M&A VC industry
" Young Entreprei

8 ’ Growth

= Culture, Movie
=P

Fund
Managen

Improving

(- KVIC: GP of KFoF Profitability

- P
»
I(VIC

InvestmentlT Exit

( Startups

* 9,312 underlying por*”

-

N

. 21,841M USD was’ _ Fostering
Startup

= Kakao, Toss Ecosystem
= Curly, Musinsa Growth

= KRAFTON

= Yanolja, Jikbang

Korea Venture Investment Corp.
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@ Role of KVIC & KFoF

Here are the KPIs that KVIC has achieved

62.5% (247/395 316,749 (Fv22
88.1% (37/42) (247/395) ’ (FY22)
. . ) KOSDAQ Listed Company Creation Rate Job Creation of
Domestic Unicorn Creation Rate . . .
(recent 5 years) Underlying Portfolio Companies
3.32X (FY22 to FY17 65.4% (Fv22
( ) ( ) 22.98% (Top 25% funds)
Sales Growth Rate of 7 year survival rate of L.
] ) . ) . . IRR(ROR) of liquidated funds
Underlying Portfolio Companies Underlying Portfolio Companies
1,268 / $40.3B (23.2q 10,499 / $28.2B (23.2q
16 / SllB ('23.2Q) ’ / $ ( ) ’ / S ( )
Numbers / Size of Underlying Portfolio Companies
Numbers / Size of KVIC FoFs )
KVIC Underlying Funds / Total Investments

.‘l Korea Venture Investment Corp.
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@ Future of KVIC & KFoF

There are different views on who should take the lead in fostering startups

Should be left to private initiative

v It should be left to private initiative

v" The more the government supports,

the more the market loses its self-sufficiency

v" Look at the United States

‘l Korea Venture Investment Corp.
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Should led by the government

v’ Capitalism is a winner-takes-all market,

so we should also consider social outcomes

v" It should be allowed to foster innovation

v" While we may not know the future, government-

led initiatives are appropriate at present



@ Future of KVIC & KFoF

Considering Sustainable Development, institutions like KVIC are necessary

SUSTAINABLE ™ &
DEVELOPMENT "«fm’ALS

NO GOOD HEALTH QUALITY GENDER CLEAN WATER
POVERTY AND WELL-BEING EDUCATION EQUALITY AND SANITATION

DECENT WORK AND INDUSTRY, INNOVATION 10 REDUCED
ECONOMIC GROWTH INEQUALITIES

A
ﬁ/" =)

13 CLIMATE 1 4 LIFE 16 PEACE, JUSTICE 17 PARTNERSHIPS
ACTION BELOW WATER AND STRONG FOR THE GOALS

INSTITUTIONS
’

The Social Value generated by KFoF is understood to cover all 17 SDGs. In particular, SDGs 8, 9 and 11.

( 8. Decent Work and Economic Growth / 9. Industry, Innovation and Infrastructure / 11. Sustainable Cities and Communities )
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@ Future of KVIC & KFoF

Various publicly-oriented funds are being operated not only in Korea but also in foreign countries

EIF (European Investment Fund) Other Europe FoFs
v A publicly-oriented FoFs established in 1994 to v Danish Growth Capital
support SME within Europe - FoFs operated by the Demark government

- To facilitate funding for SME and attract private

o v Empresa Nacional de Innovacion SA(ENISA)
capital into the VC market

- FoFs operated by ENISA, a government agency in
- Also make efforts to support ESG principles and UN Spain

Sustainable Development Goals.
v" Moreover, the majority of European countries

operate similar funds
VCAP, VCC (Canada)

v For Sustainability in the Canadian VC industry and
facilitate funding for innovative startups

- Established the fund through VCAP and invested in ¥ To foster the VC industry, the Alberta provincial
government made it

Alberta Enterprise Corporation (Canada Alberta)

private FoFs

- Also invested in outstanding private VC funds with a v’ Other provincial governments are operating their

track record of success respective funds

D KVIC
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@ Future of KVIC & KFoF

To improve the Startup Financing Ecosystem, we are focusing on six research areas

-

(— LPs

Ministry of SMEs and
Startups

Ministry of Culture,
Sports and Tourism
Korean Intellectual
Property Office

Korean Film Council
Ministry of Science and
ICT

Ministry of Employment

and Labor

-

Source: KVIC, March 2023
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(‘ KFoF
Capital + From: 2005.7.15.
Contribution
- Pl ° Size: 6,790M USD
Policy
Agenda * Term: 30yrs(2005~2035)
Fund
Management
—
@ Policy &
L .
aw Review /~ KVIC: GP of KFoF
@ Analysis
of Financial "
& Macro-
economic
Effects

I(VIC

Korea Venture Investment Corp.
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@ Numerical
Analysis of
Investment
VC: GP of Venture Funds
& Magt. ( \
Capital * 1,142 KFoF-backed Funds
Contribution = Early Stage
o —— " M&A
Return = Young Entrepreneur
Distribution = Culture, Movie
—> =P
InvestmentlT Exit
Startups
® Ways to r \
foster VCs | « 9,312 underlying portfolios
& Startups | .« 21,841M USD was invested
—
= Kakao, Toss
= Curly, Musinsa
|| = KRAFTON

= Yanolja, Jikbang

\

. J

® Analysis of
International
Cases

J
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@ Future of KVIC & KFoF

KVIC accumulated huge data about Venture Investment, and this will shape our future

We plan to establish the infrastructure for

KVIC data and services to become globally
competitive. Through this, we will achieve

the advancement of KFoF.
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@ Recommendation

Consolidate the relevant regulations and statistics

Legalization Phase(1986™)

v The Relevant Regulations were prepared. ] o
o . v’ So far, the relevant regulations and statistics
- However, two similar regulations were prepared: . .
_ _ _ have been fragmented, leading to various
one with a focus on SME, the other with on Finance. L
_ o _ duplication issues.
- The responsible ministries were different.

Create centralized Legislation and Statistical Standards under a single government department

for more effective management.
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@ Recommendation

Collect Data, conduct Research, and incorporate it into Policies

However, research cannot commence for at least 15 years.

. The amount of data that meets specific conditions
Typical VC funds are operated for 7 to 10 years

significantly decreases.

1
1
Capital Calls

v

:»Aoncger “cals” cash from investors . & ‘ ‘
' Investment Period ‘ & ‘ ‘
Manager puts cash to work ‘ * & L &
: - | % & 2 e £ ES
Harvest Period i 2 &

Investments are realized, cash is ‘
returned (if fund is successful)

Time (years)

Return on Cash (IRR and Cash Flow)

KVIC was established in 2005, but was able to conduct meaningful research around 2020

.‘l Korea Venture Investment Corp.
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@ Recommendation

cf) We set and conduct research projects related to the Startup Financing Ecosystem

v’ Is there a correlation between KFoF contribution and overall venture investments in Korea?

v' If there is a correlation, how much KFoF budget is needed to induce a certain amount of
annual venture investment?

v' When startups expand internationally, what kind of effect does “flip’ have?
v’ Is there a minimum required amount for a FoFs to utilize the portfolio diversification effect?
v Do VC investments vary in terms of co-investing based on the industry of the startup?

v" Are there differences in investment methods between KFoF and other LPs?

‘l Korea Venture Investment Corp.
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