
Venture Capital Basics
This playbook provides an overview of the venture

capital ecosystem. It guides through the process of

investing in VC funds and outlines the considerations of

risks and rewards associated with early-stage

investments.

Step 1: Ecosystem Overview 

Become familiar with the venture capital ecosystem by researching

the key players such as venture capitalists, angel investors, startup

accelerators, and entrepreneurs. Understand how they interact and

the roles they play in early-stage funding.

Step 2: Fund Research 

Investigate various VC funds to determine their investment thesis,

track record, management team, and fund performance. Use

resources like financial news, VC fund websites, and investor reports.

Step 3: Risk Assessment 

Evaluate the risks associated with investing in VC funds, which may

include illiquidity, high failure rates of startups, management risks,

and market fluctuations. Assess your risk tolerance and investment

goals in relation to these factors.

Step 4: Capital Allocation 

Decide on the amount of capital you are willing to invest. Consider

your overall investment portfolio and ensure that your potential VC



investment aligns with your financial strategy and diversification

goals.

Step 5: Legal Review 

Consult with a legal advisor to review the terms and conditions of the

VC fund's limited partnership agreement. Pay special attention to

clauses related to fees, capital calls, distribution waterfall, and fund

governance.

Step 6: Investment Engagement 

Upon performing thorough due diligence and aligning the potential

investment with your objectives, engage with the VC fund by

pledging your investment and fulfilling the necessary legal and

financial requirements.

General Notes

Long-term Commitment 

Be aware that investments in VC funds usually require a long-term

commitment, often with capital tied up for several years before any

returns are realized.

Portfolio Strategy 

Venture capital should be a part of a broader investment strategy. It

is generally advised not to allocate more than 10% of your investment

portfolio to high-risk asset classes such as venture capital.



Exit Scenarios 

Understand the potential exit scenarios for a VC investment, which

may include IPOs, acquisitions, or buyouts, and how these events will

affect the liquidity and returns of your investment.
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