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This email is brought to you by Equifund, LLC.

INSIGHTS by Equifund
"How Much Should You

Invest in Private Deals?"

Ryan,

One of the most common questions we
get from our readers is: “How much
should I invest in private equity deals?”

Because of SEC laws, we can’t give
you personalized advice...

But even if we could, the answer would
still depend on you, your Investment
Policy Statement, your financial goals,
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your risK appette, ana a wnoie nuncn
of other things.

However, what we can do is show you
a new way of thinking about the private
markets... and how to answer the
question for yourself.

Start at the Bottom
So, let’s start with a bottom figure.

If you’ve been in the private equity
space for long, you’ve almost certainly
seen ads and offers that give you an
opportunity to get in for “as little as
$100.”

Indeed, that’s often assumed to be the
least amount you can spend to get in
on a deal.

The truth is, every offering has a
different minimum.

Some are $100, some are $1,500.
Some are higher than that.

The technically true minimum
investment is whatever the company
has declared their minimum investment
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in any round.
But that’s only technically true.

As a practical matter, the minimum you
should invest in any deal depends on
how you’ll exit.

Here’s why...

If the company you’ve invested in
decides to go the IPO route, you — the
investor — have to deposit your shares
into a brokerage account before your
shares can be traded.

And here’s what the “get rich from
$100” articles don't tell you about:
Clearing fees.

Clearing fees depend on a lot of factors
— like the track record of the company,
what exchange the company lists on,
and the relationship you have with the
broker (if any)...

It could cost you thousands of dollars
to deposit those shares and sell them.

For my personal calculations, | assume
depositing shares will cost at least


https://equifund.lt.acemlna.com/Prod/link-tracker?redirectUrl=aHR0cHMlM0ElMkYlMkZlcXVpZnVuZC5jb20=&a=649843985&account=equifund%2Eactivehosted%2Ecom&email=p1nfgObvvDZ6zY37pDctqhV5hFXXpg%2BoZF2%2FFj%2FHucc%3D&s=d39e845ae137c346e68c13fc0cefb2f3&i=404A1922A19A2990
https://equifund.lt.acemlna.com/Prod/link-tracker?redirectUrl=aHR0cHMlM0ElMkYlMkZlcXVpZnVuZC5jb20lMkZpbnZlc3RtZW50LXBvbGljeS1zdGF0ZW1lbnQtZ2VuZXJhdG9yJTJG&a=649843985&account=equifund%2Eactivehosted%2Ecom&email=p1nfgObvvDZ6zY37pDctqhV5hFXXpg%2BoZF2%2FFj%2FHucc%3D&s=d39e845ae137c346e68c13fc0cefb2f3&i=404A1922A19A2994
https://equifund.lt.acemlna.com/Prod/link-tracker?redirectUrl=aHR0cHMlM0ElMkYlMkZlcXVpZnVuZC5jb20lMkZpbnZlc3RtZW50LXBvbGljeS1zdGF0ZW1lbnQtZ2VuZXJhdG9yJTJG&a=649843985&account=equifund%2Eactivehosted%2Ecom&email=p1nfgObvvDZ6zY37pDctqhV5hFXXpg%2BoZF2%2FFj%2FHucc%3D&s=d39e845ae137c346e68c13fc0cefb2f3&i=404A1922A19A2994
https://equifund.lt.acemlna.com/Prod/link-tracker?redirectUrl=aHR0cHMlM0ElMkYlMkZlcXVpZnVuZC5jb20lMkZpbnZlc3RtZW50LXBvbGljeS1zdGF0ZW1lbnQtZ2VuZXJhdG9yJTJG&a=649843985&account=equifund%2Eactivehosted%2Ecom&email=p1nfgObvvDZ6zY37pDctqhV5hFXXpg%2BoZF2%2FFj%2FHucc%3D&s=d39e845ae137c346e68c13fc0cefb2f3&i=404A1922A19A2994
https://equifund.lt.acemlna.com/Prod/link-tracker?redirectUrl=aHR0cHMlM0ElMkYlMkZlcXVpZnVuZC5jb20lMkZub3QtaW50ZXJlc3RlZC1pbi1uZXdzbGV0dGVyJTJG&a=649843985&account=equifund%2Eactivehosted%2Ecom&email=p1nfgObvvDZ6zY37pDctqhV5hFXXpg%2BoZF2%2FFj%2FHucc%3D&s=d39e845ae137c346e68c13fc0cefb2f3&i=404A1922A19A2995

$1,000.

It could easily be less — maybe only a
few hundred dollars. It could just as
easily be more — like $1,500, $2,000,
or up.

But $1,000 is a nice round number that
should be at least in the right order of
magnitude (transferring shares
shouldn’t cost $5, or $15,000).

From there, you can work backwards.

If you think you could reasonably
expect a 10x return on a $100
investment (i.e. your $100 investment
goes to $1,000)... and you had to pay
$1,000 to deposit the share...

That means your total “cost to
participate” was $1,100.

With some basic math... $1,000 -
$1,100 = negative $100... and that
doesn’t even account for any additional
transaction fees and taxes!

Ouch!

So, if you know the company plans on
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exiting via the public markets, make
sure you account for that fee when
you’re thinking about how much to
invest.

And perhaps more important, you have
to decide for yourself if the proverbial
juice is worth the squeeze...

= Are you getting a large enough
return to justify having that money
locked up in a high-risk and illiquid
investment?
How big should your expected return
be to justify an investment? That’s
entirely up to you.

But the practical minimum for any
investment is an amount that will —
at the bare minimum — make the
potential fees worth paying if the
company goes public.

Personally, | like to invest well above
that minimum number, as projected
growth is very different from actual
growth, and the rosiest predictions
rarely come true.

But that at least gives you a floor to
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work with. You want to invest enough
so that your expected return at least
covers the expected transfer fee . You
can call that $1,000 — or $2,000 if you
want to be more conservative.

But that’s your bottom. Anything that
earns less than the transfer fee, you’'d
lose money turning your private shares
into public ones.

What’s the Most You Should
Invest?

If you’re a non-accredited investor, the
answer to this is easy — as it’s
prescribed by law.

Currently, non-accredited investors can
invest a maximum of 10% of their
income or their net worth in Reg CF
deals annually — whichever is the
lesser amount. (That percentage is
shifted down to 5% of income or net
worth, if both are below $107,000).

On March 15th, that will switch to 10%
(or 5%) of the greater amount between
income and net worth.
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you, if your number doesn’t hit $2,200,
then you are allowed to invest up to
$2,200.

If you are an accredited investor, the
sky’s the limit.

That said, it always bears repeating,
this is a very risky asset class.

Most VCs assume about half their
investments in private companies will
go to zero. Maybe 20% will break
even. Another 20% will earn a modest
return. And only around 10% becoming
the moonshot winners that we all
chase.

With that in mind, you should never
invest more than you can afford to
lose. Accredited or non-accredited.

If you can’t write off 100% of your
investments and be fine, you’re
investing too much.

What’s more — since the real reason
you’re here is for the moonshots...

You’ll want to spread your money
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through multiple investments, to get
multiple bites at the apple.

Using a 10% moonshot-success rate
(which is purely anecdotal, by the way),
that would mean you’d want to invest in
a minimum of ten companies to give
yourself a good chance of finding a big
winner.

Which means — whatever number
you’ve decided you can afford to put
into private equity deals...

You might want to divide it by 10 for
any individual private market deal.

At least, that’s my personal baseline.
Some folks prefer to up their odds, and
want to invest in 20 or 30 deals to get
their best shot.

Others are willing to take on more risk,
and only invest in five, hoping they get
lucky.

The mantra comes back — it all
depends on your own personal comfort
with risk, and your own situation.

As promised, | haven’t given you an
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investment number that you should aim
for. Everyone is in a different situation,
and has different expectations and
tolerances.

Not to mention, each deal is different.
A real estate income play, for instance,
presents totally different calculations
than a traditional private market
opportunity.

But hopefully, you now have a better
place to start figuring out what you can
invest, what you should invest,
eventually arriving at what you will
invest.

Sincerely,

Ryan Cole - Analyst
Equifund

P.S. Don’t know your risk tolerance?
Unsure the best way to deploy your
investable cash? We can help with
that.

Generating your own Investment Policy
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Statement is the first step on any
investing journey (in private equity or
otherwise).

You can make your own, absolutely
free, by answering a few questions
right here.

Investing in private or early-stage offerings (such as
Reg A, Reg S, Reg-D, or Reg CF) involves a high
degree of risk. Securities sold through these offerings
are not publicly traded and, therefore, are illiquid.
Additionally, investors will receive restricted stock that
is subject to holding period requirements. Companies
seeking capital through these offerings tend to be in
earlier stages of development and have not yet been
fully tested in the public marketplace. Investing in
private or early-stage offerings requires a tolerance for
high risk, low liquidity, and a long-term commitment.
Investors must be able to afford to lose their entire
investment. Such investment products are not FDIC
insured, may lose value, and have no bank guarantee.

You are receiving this email as part of your
Equifund membership. If you no longer want to
receive our newsletter, click here.
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