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How to Build  a Great 
Angel Portfolio 

Welcome!  

July 23, 2014

•Use chat to 
submit questions

• Yes, you’ll get the 
slides

•We’re recorded, 
so come back and 
listen again
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Mission: 
Fuel the success of angel groups and accredited individuals active 
in the early-stage landscape

• World’s largest trade group for angel investors
o 220+ angel groups

o 12,000 accredited investors

o Voice of accredited individuals,                                                                           
portals, and family offices

• 50 US states + Canada

• Research/ education partner

Member Groups & Accredited Platforms

New Dominion Angels
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ACA Partners

Our Moderator 

• Founder and leader at Ohio TechAngels Funds (OTAF)

• Appointed by Ohio Governor Taft to the Ohio Venture 
Capital Authority in 2003.

• Founding member of the Angel Capital Association 
(ACA). Past Chairman of Angel Capital Association and 
the Angel Resource Institute. 

• Founding Director of VentureOhio, the trade 
association providing the unified voice for Ohio’s 
innovation community. 

• Recipient of the Hans Severiens Award, the highest 
accolade for angel leadership.  

• 30 years commercial banking, currently a director of 
four of his 50+ portfolio companies. 

• University of Virginia; BA in Economics. 
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About Our Speakers 

Dan Rosen

Chairman, Alliance of Angels 

Seattle

• Founder and CEO of Gust, the international standard 
collaboration platform for startup financing. 

• Founded or funded over 90 pioneering companies. 

• Founder and Chairman Emeritus of New York 
Angels. 

• Recognized by Inc. 500, Red Herring, Crains, Forbes 
and Business Week. 

• Managing Director of Rose Tech Ventures.

• Author of the New York Times Best Seller Angel 
Investing: The Gust Guide to Making Money & 
Having Fun Investing in Startups (Wiley, 2014).

• BA in Urban Affairs from Yale University; MBA in 
Finance from Columbia Business School;  D. Eng. (hc) 
from Stevens Institute of Technology

David S. Rose

Founder, NY Angels; 

CEO, Gust

About Our Speakers 

• CEO of Dan Rosen & Associates, an early-stage 
technology investment and advisory firm. 

• Chairman of the Alliance of Angels; early investor 
in Clarisonic – sold to L’Oreal in 2011. 

• Technology executive, at Microsoft and AT&T. 

• Ph.D in biophysics with numerous patents to his 
credit. 

• Former VC – founded Frazier Technology Ventures. 

• Professional photographer
Dan Rosen

Chairman, Alliance of Angels 

Seattle
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Topics We’ll Explore Today

• The ideal angel portfolio size vs. “The Law of Large Numbers” 

• How to develop your personal “hurdle rate” 

• How to determine hidden “deal killers”

• The role of venture capital after angels invest

• Which exit strategies angels should seek?  

• How to invest in 20+ deals without spending $1 million  

Number of portfolio companies

How many companies should be in an angel’s 
portfolio in order to start benefitting from “The Law 
of Large Numbers?”

Law of Large Numbers: “The average of the results 
obtained from a large number of trials should be 
close to the expected value and will tend to become 
closer as more trials are performed.”  Rob Wiltbank’s
studies of angels’ returns showed 27% IRR (2007) 
and 22% IRR (2009).  
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Hurdle Rate

Should angels employ a minimum rate of return 
when making investment decisions?  

If so, do you recommend:

• ROI  - a multiple of their investment amount? 

• IRR - Internal Rate of Return, which takes into 
account how long their cash was invested?
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A “Risk Balanced” portfolio? 

To hit one’s hurdle rate, do you recommend building 
a blended portfolio which includes some much lower 
risk/reward deals to counterbalance the “swing for 
the fences”/high risk/reward ones?

Should you be swayed by deals that could provide an 
early exit with lower risk/capital needs, even if they 
have a lower return than your hurdle rate?

Investment Focus vs. Diversification 

Are angels more likely to hit their hurdle rate if they  
define their own, precise investment envelope?

What about diversifying in terms of industries, 
geography, vintage years?
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First & Follow-on Checks 

Check size: What about the variability in the size of 
checks an individual angel should write?

Follow-on checks: Do you think it wiser to only write 
one check per venture, or keep writing them to 
ventures that perform?  

Maximum exposure per venture: Should angels keep 
funding their winners as long as they can, or set a 
ceiling for their exposure to any one venture?

Deal Killers

Even if an opportunity fits snuggly inside your 
investment envelope, do you still apply any other 
kick-out criteria that causes you to spurn it?

If so, what are your Kick-Out Factors?



9

Venture Capitalists (VCs) 

Do you have a bias for or against companies that 
cannot have an exit without bringing VCs onto their 
cap table?  

Why?

Initial Public Offerings (IPOs)

Do you prefer or avoid deals for which an IPO exit is a 
very believable  option?   

Why?
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Success

What is your answer to these two frequent questions 
from angels:  

“How long do I have to go before I find out if I’m 
good at this or really bad?”

“How do I know I’m on the right course or need to 
make adjustments?”

Total dollars invested before a 
lucrative exit 

Years might pass before new angels reap their first 
lucrative exit, and the size of that exit will impact 
their ability/willingness to continue investing.  

In the interim, what’s your guidance about capping 
their total portfolio exposure?    
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Building a portfolio of 20 deals

Even if an angel starts by limiting checks to $25K per 
company, after follow-on funding of the best 
performing investees, total exposure can approach 
$1 million.  

Are there alternatives to capping exposure while still 
leveraging the Law of Large Numbers?

Summary and Audience Questions

“There is no silver bullet, but there may be          
some silver buckshot.”

We feel like the auto mechanic who said
”I couldn’t fix your brakes so I made your horn louder”

David S. Rose:  david@gust.com

Dan Rosen:  dan@drosenassoc.com

John O. Huston:  jh@OhioTechAngels.com

mailto:david@gust.com
mailto:dan@drosenassoc.com
mailto:jh@OhioTechAngels.com
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Explore this topic in person!  

ACA Leadership Workshop in Columbus, Ohio

September 17 – 19

Special Workshop:  Angel Investing Strategy

Thursday, September 18 (8:00 – 11:45 a.m.)

Moderator:  John O. Huston

To Register: 
http://www.angelcapitalassociation.org/2014-

leadership-workshop/

Join Us Again Soon! 
Thank you! 

Upcoming Webinars: 

August 13, 2014: What Makes an Investable Company? 

Sue Preston, Angel Resource Institute

August 27, 2014: Driving Investor Returns

James Geshwiler, Common Angels

http://www.angelcapitalassociation.org/2014-leadership-workshop/

