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77 OVERVIEW : DEFINITION

“FUND OF FUNDS” IS
A POOLED INVESTMENT FUND THAT
INVESTS IN OTHER FUNDS.

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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OVERVIEW : KEYWORDS

@ FUND OF FUNDS (FoFs)
LIMITED PARTNER (LP)
GENERAL PARTNER (GP)

STARTUPS

DIRECT/INDRECT INVESTMENT

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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~ ~ OVERVIEW : STRUCTURE

LPs

l
INVESTMENT
CONTRII|3UTION

v

DIRECT INVESTMENT
CO-INVESTMENT >
MATCHING INVESTMENT

STARTUPS

ASSET ALLOCATION

GROWTH STAGES
SECTORS

IPs

SOCIAL ISSUES
SPECIAL INITIATIVES

INDIRECT INVESTMENT
* BLIND FUND

LPs

IN MARKET

* PROJECT FUND
* LP INTERESTS PURCHASE

€@ FoFs: PUBLIC/PRIVATE FUNDS
© LP: (KVIC) GOV'T DEPTs/AGENCIES
(K-GROWTH, ETC.) SOEs*, PRIVATE Fls, ETC.
€@ GP: VENTURE CAPITALS, PE, IB, HEGDE FUNDS, ETC.
@ STARTUPS:
(STAGES) EARLY, GROWTH, STABLE
(SECTORS) IT, Al, CULTURE, FINTECH
(SOCIAL ISSUES) CLIMATE CHANGE, ESG
(SPECIAL INITIATIVES) SEMICONDUCTOR, EV, M&C*,
RESTRUCTURING
© INVESTMENT:
(DIRECT) CO-INVESTING WITH GPs
(INDIRECT) BLIND FUND-FLEXIBLE STRATEGY
PROJECT FUND-TARGET COMPANIES
LP INTERESTS PURCHASE-LIQUIDITY

¢ Public FoFs managing entities: KVIC (Korea Venture Investment Corporation) and K-GROWTH (Korea Growth Investment Corporation)
e Private FoFs managing entities: Hana Ventures, Shinhan Asset Management, and Woori Asset Management

¢ SOCs: State-Owned Enterprises
¢ M&C: Materials and Components

INTERNAL. This information is accessible to ADB Management and statt. It may be shared outside ADB with appropriate permission.
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77 OVERVIEW : ADVANTAGES VS. DISADANTAGES

ADVANTAGES DISADVANTAGES

= ACCESS TO PREMIUM INVESTMENT OPPORTUNITIES = HIGHER EXPENSE RATIOS

= DIVERSIFICATION = DILUTED RETURNS

= PROFESSIONAL MANAGEMENT =  COMPLEXITY

=  SIMPLIFIED INVESTMENT PROCESS = OPAQUE NATURE OF THE INVESTMENT

* POLICY FUNDS
* TRANSPARENCY

FoFs Priming STARTUP

TGy ©  LONG-TERM INVESTMENT Catalyzing ECOSYSTEM
*  DIVERSIFICATION

*  TRANSITION FROM HIGH TO MID RISK-RETURN

* Source: Investopedia(https://www.investopedia.com/terms/f/fundsoffunds.asp).
e K-GROWTH and KVIC presentation deliverables.

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.


https://www.investopedia.com/terms/f/fundsoffunds.asp

Iy
4 DEEP DIVES: TWO PUBLIC + THREE PRIVATE FoFs

I KVIC 5 Hanaventures

@ Shinhan Asset Management

& K-Growth @ WOORI ASSET MANAGEMENT

Korea Growth Investment Corp,
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DEEP DIVES: INVESTMENT FOCUS

GROWTH | —

MARKET
INVESTORS

EARLY STAGE GROWTH STAGE STABLE STAGE

TWO KEY DRIVERS OF STARTUP INVESTMENT FoFs

ia IKVIC  PrIVER

CATALYST

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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DEEP DIVES: KVIC VS. K-GROWTH

N KVIC 3 K:Growth
e STATE-OWNED ENTERPRISE e ASSET MANAGEMENT COMPANY
e 15JULY 2005 e 25 FEBRUARY 2016
e SIZE: USD 6.9 BN e SIZE: USD 6.8 BN
e DURATION: 30 YEARS ("'2035) e DURATION: 20 YEARS ("'2033)
e GOV’'T DEPT. AND SOEs * SOEs, Fls, AND INDUSTRIES
* VC, PE, ETC. * VC, PE, HF, ETC.
e ANGEL AND EARLY STAGE  GROWTH AND LIQUIDATION STAGE
e |IP COMMERCIALIZATION e |CT SERVICE
* CULTURE, MEDIA AND FILM o BIO/HEATHCARE
* M&C, ETC. * M&C, ETC.

Sources: KVIC and K-GROWTH deliverables and websites.
USD 1 = KRW 1,288 as of Dec 2023

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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PERFORMANCE: KVIC VS. K-GROWTH

SPEICIAL

FUNDS

NO.: 1,233
ASSETS: USD 35 BN
INVESTED COMPANIES: 10.2K

OVERSEAS VC GLOBAL FUND
LOCAL INNOVATION

SMART KOREA

PRIVATE SECTOR FoF

ANGEL FoF

KEPCO FoF

TECH COMMERCIALIZATION
JOB CREATION

R&D

* NO.: OVER 480
e ASSETS: USD 31 BN
* INVESTED COMPANIES: OVER 3.8K

- INDUSTRIAL ECOSYSTEM

* SEMICONDUCTOR, BATTERY, FINTECH
- POLICY-INITIATIVES

* M&C, NEW DEAL, RESTRUCTURING

- INDUSTRY FUNDAMENTALS
* PUBLIC-PRIVATE COLLABORATION
- CAPITAL MARKET

* KOSDAQ SCALEUP, ETC.

- SOCIAL ISSUES

Sources: KVIC and K-GROWTH deliverables and websites.

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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DEEP DIVES: KVIC

/" 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

Source: KVIC, March 2023

Capital
Contribution

Policy
Agenda

/"

-

\_

KFoF

From: 2005.7.15.
Size: 6,790M USD

* Term: 30yrs(2005~2035)

P

Capital
Contribution
——>
b SE—

Return
Distribution

Fund

Management

s KVIC: GP of KFoF

KVIC

Korea Venture Investment Corp.

\

Sources: KVIC deliverables.

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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VC: GP of Venture Funds

1,142 KFoF-backed Funds

= Early Stage

= M&A

= Young Entrepreneur
= Culture, Movie

=|p

N

J

/

-

InvestmentlT Exit

Startups

9,312 underlying portfolios
21,841M USD was invested

= Kakao, Toss

® Curly, Musinsa
= KRAFTON
® Yanolja, Jikbang

N




Yy DEEP DIVES: K-GROWTH

Management
K-Growth
Asset Allocation
| |
Management Direct Investment
-------------- > Sub-Fund Sub-Fund 5
Professional GP (Co-investment)
Blind Project Purchase of
l l LP Interest
Company [ Company ’ ‘ Investor ’ ‘ Company

. Sources: K-GROWTH deliverables.

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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INSIGHTS: BENCHMARKS

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

EIF (European Investment Fund)

v" A publicly-oriented FoFs established in 1994 to
support SME within Europe
- To facilitate funding for SME and attract private
capital into the VC market
- Also make efforts to support ESG principles and UN
Sustainable Development Goals.

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
private FoFs
- Also invested in outstanding private VC funds with a
track record of success

Other Europe FoFs

v Danish Growth Capital
- FoFs operated by the Demark government

v" Empresa Nacional de Innovacion SA(ENISA)
- FoFs operated by ENISA, a government agency in
Spain

v' Moreover, the majority of European countries
operate similar funds

Alberta Enterprise Corporation (Canada Alberta)

v’ To foster the VC industry, the Alberta provincial
government made it

v’ Other provincial governments are operating their
respective funds

. Sources: KVIC presentation deliverables.

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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INSIGHTS: BENCHMARKS

(ISRAEL)

m THE YOZMA PROGRAM

ESTABLISHED: 1993

STAKES: PRIVATE 60% GOV'T 40%

INVESTING: DIRECT/INDIRECT (CO-INVESTING)
FOCUSES:

ALL-STAGE (PRIMARILY EARLY-STAGE)
COMMUNICATIONS, IT, AND MT

DEEP TECH, A MULTIPLE STERAM OF PRODUCTS, AND
TARGETING MARKETS OUTSIDE ISRAEL

IMPACTS:

QUICK EXPANSION OF VC MARKET
ATTRACTION OF FOREIGN INVESTMENT
SUSTAINABLE GROWTH OF VC ECOSYSTEM

SGINNOVATE

ESTABLISHED: 2016, 2012

STAKES: GOV'T 100%

INVESTING: DIRECT/INDIRECT (CO-INVESTING)
FOCUSES:

EARLY STAGE

DEEP TECH, FINTECH, BIOTECH, ADVANCED
MANUFACTURING

LONG-TERM NATIONAL ECONOMIC GOALS
IMPACTS:

SUPPORT FOR EARLY-STAGE STARTUPS
ATTRACTION OF FOREIGN INVESTMENT
GROWTH OF THE STARTUP ECOSYSTEM

Sources: Yozuma, SGINNOVATE, AND SEEDS Capital website (www.yozuma.com, www.sginnovate.com, www.seedscapital.sg)



http://www.yozuma.com/
http://www.sginnovate.com/
http://www.seedscapital.sg/

R4
INSIGHTS: THE NEXT STEP FoFs TAKE

=] Public FoFs need to shift from catalyzing private funds to addressing market failures.

* For example, the FoF should concentrate on areas where policy failures occur, such as:

- Underdeveloped regions, overseas ventures, and ESG sectors,

- And hand over its role and functions to private FoFs in areas where they can perform effectively.
* The U.S. Small Business Investment Companies (SBIC) program, established in 1958 through SBA:
- Initially played a catalytic role by investing large amounts of capital in the venture market.

- However, most of its functions have now been transferred to private FoFs.

Sources: NATIONAL ASSEMBLY BUDGET OFFCE, REPUBLIC OF KOREA (23| O AP 2| > H A > MO TR A H A > BEfHEO| MY #2
2o ztot A AZHEXY 0| X = Heks S22 (nabo.go.kr)

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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* KODIT STARTUP SUPPORTS: FINANCIAL

Little
Penguin

First Pre-ICON Innovation
penguin icon

R&D Commercialization Growth Takeoff Pre—unicorn
uUsD 0.8 USD 1.6 UsD 2.4 uUsD 4 USD 16
million million million million million
INVESTMENT (BUSINESS CYCLE)

Overview General Rules for Investment

Investment combined with credit guarantees aim to facilitate direct fund- Investment Limits

raising and to improve the value of SMEs with Future Growth Potential - Up to 2.4 USD Million per a single enterprise

® The Scale of Investments : 44.1 USD Million (55.7 KRW Billion) as of 2022

- Applied in accordance with Credit Ratings
Targets Holding Period

Unlisted SMEs with promising business prospects and technological
potentials

- For Equity, from 3 to 10 years

of enterprises for IPO

. Sources: KODIT presentation materials

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.

- Not Exceeding two times of the guaranteed amount

- For Bonds, within 5 years Holding Periods depend on the potentials
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* KODIT STARTUP SUPPORTS: NON-FINANCIAL

4 > Start-up NEST
Start-up - Korea's leading start-up incubation program which
’ NEST provides a package of accelerator and financial/non-
financial support for early-stage start-ups

> U-CONNECT

- Startup investing platform that matches excellent

start-ups with private investors through online/ in-
person IR Demo days

More - Support for startups hoping to expand overseas
Supports - Startups supporting consulting

Sources: KODIT presentation materials

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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-V 7 * KODIT STARTUP SUPPORTS: BUSINESS NETWORK

Seoul Dongbu ’
T —

Seoul Seobu !

. Sources: KODIT presentation materials

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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* STARTUP KOREA: VISION AND STRATEGIES

Comprehensive Plan For Startup Korea
(30 Sep 2023)

= VISION

Through "Startup Korea," be a global entrepreneurial powerhouse where ventures and startups lead the digital economy.

= STRATEGIES
ﬂ Take bold challenges globally and Build a leading startup hub locally.

- Support Korea startups abroad and attract global talents to Korea.
Q Address public-private joint investment initiative and new support initiatives.
- Launch Startup Korea Fund and provide tailored financial support for entrepreneurial small businesses
€@ Revitalize regional startup clusters and the local venture investment environment.
- Build local startup clusters called ‘Local Space-K’ and Launch local startup funds
e Adopt open innovation and regulatory reforms to support deep tech startups.
- Catalyze startup-large company open innovation and build global CVC ecosystem
9 Foster a bold entrepreneurial climate using accumulated experience.

- Introduce an ‘Entrepreneurship” textbook in secondary schools and promote a second-chance environment for entrepreneurs

Sources: https://www.mss.go.kr/site/smba/ex/bbs/View.do?cbldx=86&bcldx=1044049&parentSeq=1044049

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



* K-STARTUP PORTAL: ULTIMATE SUPPORT NETWORK

& G & kst cin 240 00 B 6 W Business Business Notification Customer
: ag I g R f b Introduction Announcement Support
Announcements
KGSTARTUP Business Business Notification Customer Support Q= -
atroduction Announcemen 2024 Integrated Recruiting K-Startup Issue & Trend Talktous
i z ) f Ly )
Select your start-up stage and area of interest to easily find start-up support projects. e oot i Card e  Genral Consulaion

TR Report Center
Commercialization Establishment Information

gation Start-upinfrastructure map + Regulatory Improvement Q&A
&

@ Announce; Technology Development + Founding News + Report of unfair acts in venture
(R&D) - Entrepreneurship Guide investment
e MoreAnmouncenients 5n + Start-up Success Stories
SUrtp NavEarin troduction FacilitySpaceChildcare « Entrepreneurship Statistics Research Archives
Setthe start-up stage, start-up age, and areas of interest, and check
the start-up announcement! m Data
Fadtgcttidare [Recui id s Ansan University Business e~ 4 Mentoring Consulting Training FAQ
- Innovative Startup Ecosystem
- Starty —— "
JE Cormeraizton | 120daysbelorethedeadine 2024 Integrated Announcement of Central Ministries and Local Govern Global  EiiwonReRtal Factors Online Manuals
Resene(Dyears)  Founding [1-dyears)  Growth {47 years) 2
" N . o itati - Activity Competencies + General Manuals
Newindusiry(witin 10 years] L a0 Nurturing| e gravitation « Achievement Creation + Start-up Business Manual
+ Founding age FaciSgaceChideare | 120 daysbeforethedeadline | [Permanent Recruitment of Resident Companies) 2024 Karea Polytec - Loans
UnderMyearscfage 20~ Byearsald SC eaule ror FOun daers
. oo i Event Network
Oyschogerodr FaditygoeeChikk One-person Creative Company Support Center
P - | 24 s e by i 2 Legal Assistance < > September 2024
— We provide necessary business services for (preliminary) entrepreneurs. . S e = e
FacilitySp
Facity,spece, chidcare 1 2e 3 5 6 7
Gkel | grhaton o - a7 Maritime & Fis (Start) o inish) [Mentori-— (Finish) [Comm-—- (Finish) 2024 No- [Re_crux
e +12 See more +7 See more +5Seemore +12 Seemore Univel
Commerciali; 8 9 10 1 12 13 14 Recruit
= i
inish) [Comm-— (Finish) [Fadility --- inish) [Mentori-—- Finish) [Comm--- Finish) [Comm--- (Finish) The 3rd -
Maritime & Fisheries En-++ Agri-food Entrepreneur-+ Agri-food Venture Start- - Companies within 7 yea +6Seemore i more $TSeamore +2Seemore 14See more 4 aarie
Technology 5 £ Commer
= , establishment, all citizens
Event Network Event Network Mentoring Consulting 16 17 18 19 20 21
. i Training i 2024 Inf
Facility, space, childcare Budget and Scale A
(Budget Status) KRW 250 +4 See more +7 See more Ministri
us) =
Mentoring, consulting, I S | of support) Minister's Awa Z mh 24 = 25 26 - 27 . 28 Suppo
‘ - ! T .
: o . Support Details PrT— FeTo—
Global e Com
‘ Dualize into commercializ 29 30
: : " - —— {companies within7 yeat [ (Finish) [EventN--.__J
eravitation Agri-food venture start-- Agri-food crowdfundin-+- Licensing and Licensin-+- R L ML 20241n
Mentoring Consulting Mentoring Consulting Mentoring Consulting Features +11Seemore Spec@l
Loaiis Training Training Training Investigating the demand Recruits

use and commercializatic

=
Event, netWork « <@23 45>

« If you need a lot of information in the business announcement, you can check more information by selecting "All Business Postings".

. Sources: https://www.mss.go.kr/site/smba/ex/bbs/View.do?cbldx=86&bcldx=1044049& parentSeq=1044049
INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.




7 7 * NEXT GAMECHANGER: FROM STARTUPS?

w,

A4

W\

~1990S ~2000S ~2024
STEEL CAR SMARTPHONE
OIL REFINERY DISPLAY K-CULTURE
ELECTRONICS SEMICONDUCTOR BATTERIES

Sources: https://www.koreatimes.co.kr/www/biz/2021/12/488 321192.html|

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.
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. Hee Woong Yang ‘ ‘« v
ADB nvestment Specialist ‘ ‘ ‘ L
Private Sector Financial Institutions V v
Private Sector Operations Department v
Asian Development Bank Lf V
+63 2 8632 5071 L‘ ‘ L’ V \
hwyang@adb.org '
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