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Every angel investor dreams of one day selling their stake in a
billion-dollar company. That’s why we’re here, after all – we’re
hunting for the next iconic startup to reach an astronomical
valuation and return 10X, 100X, or 1,000X our investment.
Startups that grow to be worth $1 billion or more are affectionately
called “unicorns” in startup-land. That’s because when the term was
first coined in 2013, a billion-dollar private company was an almost
mythical rarity. Back then, there were only 39 unicorns in existence.
That’s not how it is anymore. The name “unicorn” has stuck with us,
but it’s getting to be a little outdated. The fact is that unicorns are
becoming much more common.
As of this writing, there are more than 365 unicorns globally, with
33 joining their ranks in this quarter alone.
18 of those are “decacorns,” or startups worth at least $10 billion.
Now, keep in mind that once a company goes public, it’s no longer
a unicorn. This class is reserved for privately held startups. That’s why
you won’t see some of this quarter’s headliners – like Uber and Lyft –
on the unicorn roster. They’ve graduated.
Still, not only are there more unicorns out there, but they are
also popping up at a faster rate than ever before. Today, most
startups that make it to a $1 billion valuation only need five to 10
years to do so.

What does all this change mean for us? Well, with the “unicorn club” adding more and more
new members all the time, there’s never been a better time to be an angel investor. There are
more opportunities to win big – and they’re coming faster too.
That means that if you start investing in startups today, you could be cashing out from your first
unicorn in just a few years.
Meanwhile, it helps to keep your finger on the pulse when it comes to the world of private
equity. Here are some of the biggest things that happened in startup-land this quarter.
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In 2013, there were only 39 unicorns – startups worth at least $1 billion – in existence. Today, there are more than 365 –
and their ranks are growing steadily.

UBER TECHNOLOGIES (NYSE:UBER)
had its highly anticipated IPO on May 10,
2019. So far, the ride-hailing giant has been
somewhat of a flop in the public markets,
falling 12% in its first three days. The stock
has since rebounded but remains an underwhelming pick for those who bought in at IPO.

SLACK TECHNOLOGIES (NYSE:WORK)
is a cloud-based collaboration hub for
professional correspondence. Its June 20
direct listing saw an impressive 50% leap
in the first few hours. By the end of the
quarter, however, Slack shares were down
more than 8%.

BEYOND MEAT (Nasdaq:BYND),
purveyor of plant-based meat substitutes
like the Beyond Burger®, made its public
debut on May 1 at $25 per share. It has
since soared 250% to date, leaving higherprofile tech IPOs this quarter in its dust.

CROWDSTRIKE (Nasdaq:CRWD)
is an endpoint security vendor that uses
artificial intelligence tools to detect threats in
real time. Its IPO took place on June 12 of this
year. Shares had risen nearly 8% by the end of
the quarter – not bad for two weeks.
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PINTEREST (NYSE:PINS)
is the popular social media website that allows
users to bookmark and discover creative ideas.
While it is the oldest unicorn to IPO this season,
it commanded a hefty $12.7 billion valuation,
second only to Uber for the quarter.

LUCKIN COFFEE (Nasdaq:LK)
is the upstart challenger to Starbucks in China,
featuring lower prices and on-demand
delivery services. The company’s IPO on
May 15, 2019, scored a $5 billion valuation,
but the stock’s value was down 22% by
June 30. Talk about a buzzkill.

ZOOM VIDEO COMMUNICATIONS (Nasdaq:ZM)

CHEWY (NYSE:CHWY),
the “Amazon for pet products,” made its
debut on the public markets on June 14,
2019, after just eight years in business. It
soared nearly 80% at the open, raising $1
billion for the company. +

provides businesses with a cloud platform for
video, voice, content sharing, and chat services.
Its IPO on April 18 brought its valuation to an
impressive $9.2 billion, though shares had
slipped 3% by the end of the quarter.

A WORD FROM NEIL
Welcome to the inaugural issue of The State of Angel Investing, a quarterly report
where you’ll find the latest news and insights into the world of startup investing,
mergers, acquisitions, IPOs, entrepreneurship, venture capitalism, and more.
My team and I have worked tirelessly to build the Angels & Entrepreneurs
Network so that anyone – not just the rich and famous – can get a piece of the
action in one of the hottest and most profitable investment classes there is.
You’ve probably noticed that startups have been in the news a lot lately.
Even just 10 years ago, news of mergers, acquisitions, and IPOs were
much fewer and farther between. Today, a notable “exit” makes
headlines every few weeks.
Staying in the know is one of the best ways to boost your deal flow
as an angel investor… but it’s no small feat. Mainstream news media
only cover a tiny fraction of what goes on in “startup-land,” while
industry-specific publications are cluttered with unpolished data
and confusing jargon.
Here, with The State of Angel Investing, we aim to change that.
Read on for a quality, straightforward roundup of everything
that happened this quarter in the private equity landscape.
We’re so excited to have you on board.
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DIGGING DEEPER
Why Uber’s Earliest Investors Won’t Lose Any Sleep
over Its IPO Flop

Uber Technologies Inc. (NYSE:UBER), the
ride-hailing giant and transportation staple,
made global headlines for its IPO this quarter
– but not for the reasons its executive staff
might have hoped.

revolutionize the transportation industry. Others
aren’t sure there’s a path to profitability coming
any time soon.
Nonetheless, those who bought shares
at the $45 opening price are most likely
kicking themselves. Shares have recovered
somewhat but still struggled below the IPO
price by the end of Uber’s first month in the
public market.

Though it received a whopping $82.4 billion
valuation for its IPO on May 10, the stock
promptly lost 7.6% of its value and ended
up closing the day with the biggest first-day
dollar loss of a U.S. IPO.

Because Uber’s IPO was the biggest in recent
history, the media had a field day publicizing
its first-day flop. Doom and gloom abounded
as financial analysts lamented the struggling
tech IPO landscape.

Now, everyone has an opinion about whether
Uber’s stock will go up, down, or sideways
from here. Some think the company will nail
down the self-driving car and completely
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But the company’s most important investors
have a dirty little secret…

when he learned of the investment opportunity
and decided to throw in $5,000. On May 10,
that investment became worth $25 million.

They just don’t care that much about Uber’s
stock price anymore. They’ve already made
a killing.

That’s a 5,000X return in just nine years.
That means if you had invested just $1,000
in the little-known startup UberCab, back
in 2010... you would have seen a return of
$5 million this spring.

...while public stockholders
are busy bemoaning their
10 percent losses, the angels
are barely touched.

You might have even been able to cash out
your position before the IPO – by selling your
equity to one of the institutional investors
who came a little later to the party.

That’s because these investors got involved
during the company’s seed round in 2010,
when the valuation was just $5 million. At that
time, the company was known as UberCab
and you had to send a text message in San
Francisco to hail one of their rides, which were
only available in San Francisco.

Now, tell me this: If you had turned $1,000
into $5 million, would you stay up all night in
a cold sweat, worrying about that 7.6% drop
in share value? I didn’t think so.
These stories are extraordinary. They don’t
happen every day. But behind every major
IPO is a cast of early investors who will walk
away with enough money to do pretty much
whatever they want… for the rest of their lives.
These are real people. Maybe next time, you’ll
be one of them. What would you do with
that kind of return?

Before the big venture capital firms were
interested, UberCab paid the bills with
investments from regular people who
decided to take a chance on this little
company because they saw it had the
potential to disrupt a huge market.
Not all of these investors were big players with
years of experience in the private equity space.
One couple first learned of the company from
their cab driver on the way to the airport. They
liked what they heard, and decided to invest
$50,000. By the time of Uber’s IPO, that
$50,000 had ballooned to an eye-popping
$250 million.

I know what I would do – I’d reinvest that
money into a new round of startups. Why
retire when you can keep on winning? +

That’s the glory of angel investing: While public
stockholders are busy bemoaning their 10%
losses, the angels are barely touched. Why
should they be? Uber’s earliest angels will
rake in more than a 5,000X return once their
lockout periods end and allow them to sell.
One of Uber’s earliest investors, Oren Michels,
was working on a small tech startup of his own
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ANGEL INVESTING
vs. VENTURE CAPITAL
There are two main categories of people who
make their fortunes by investing in early-stage,
privately held companies: venture capitalists
and angel investors.

are after the little guys. That’s because angel
investors are individuals rather than institutions,
and can typically offer less capital and expertise
than a VC can.

There’s plenty of overlap between the two
groups. Both angel investors and venture
capitalists typically invest in startups that are
still relatively small, long before they trade
on the public markets. And both make a
number of curated bets each year, hoping
to end up with a billion-dollar unicorn in
their portfolio.

So, while angels and angel groups are busy
investing in the smaller raises run by younger
startups, venture capitalists are elsewhere,
writing checks in the millions of dollars or
more to startups with heftier track records.

...angel investors would have
already seen a staggering 50X
return by the time venture
capitalists showed up...

You might think that, given these similarities,
angel investors and VCs would be rivals
competing for territory. That’s not really the
case, in practice, thanks to the competitive
exclusion principle – or, at least, Silicon Valley’s
version of this ecological rule.

Because they back startups in the earliest
stages, angel investors follow a markedly
different timeline than VCs. Angels may
hold their investments for up to a decade
before seeing a return (though the average
holding period is three and a half years).
VCs, on the other hand, come to the table
demanding rapid growth. They want to push
for an exit as early as possible so they can
move on to the next deal and make more
money for their partners.

The competitive exclusion principle states that
no two species can occupy the same exact
role in any ecosystem. Some differentiating
factor must separate the two; otherwise, the
weaker species will inevitably be pushed out
by the stronger. For example, two different
birds that eat insects might, over time, evolve
to coexist by targeting different parts of that
resource – one going for smaller bugs, the
other chasing big ones.

Both angel investors and VCs usually aim
for at least a 20 to 25 percent ownership
stake in any startup they support, but
because angels get in earlier, they pay a
lot less for the same amount of equity.

It holds true throughout the animal world… and
it’s not too far off in the private equity world,
either. Generally speaking, angel investors

Continued on page 8.
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ANGEL
INVESTING
Individuals who make
independent decisions to
invest their own money in
startups.

VS.

The Difference

Investments are made in
the earliest stages of the
company’s life.

VENTURE
CAPITAL
Work through an organized
institution investing a firm’s
capital and resources into
growth companies.

Typically wait to invest
until the company shows
significant market traction.

Stage of Development

Typically investments are
in the range of thousands
of dollars.

Size of Investment

Sometimes serve as
advisors to the company
they invest in, but they
also may take a more
passive role.

Level of Involvement

Invest knowing that it will
likely take 5-10 years before
they realize their returns.

Investments are made
in the millions, tens of
millions, or even hundreds
of millions of dollars.

Will take an active role
on the board of directors
and attempt to steer the
company towards an exit.

Involved at a later stage and
will be looking for a return
in 3-6 years.

Timescale

Nearly unlimited potential
for returns that can reach
multiples of 1,000 or more.

Targeting 20-30% overall
returns for their portfolio.

Return Potential
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After all, it’s cheaper to buy 20 percent of
a business worth $100,000 than it is to buy
the same-sized slice of a $50 million pie.

Thus, the startup funding ecosystem
thrives in a (mostly) happy balance, in
which angel investors go for the little
bugs and venture capitalists chase the
bigger ones. And, while extraordinarily
talented VCs can make excellent returns
on their best picks, just about any angel
investor can pull in huge profits with a
little discipline. This, of course, begs the
question: which kind of hunter are you? +

Paying less for that stake also gives angels
an advantage when it comes to their overall
rate of return. A great deal of growth happens
in those early years; in the scenario above,
angel investors would have already seen a
staggering 50X return by the time venture
capitalists showed up to the party.

ASK NEIL
Q: I’m near retirement and don’t want to wait a long time for my investments to yield
returns. Should I stay away from investing in startups?
If you want to leave a nest egg behind for your children, then all the long-term angel investing
opportunities are still absolutely relevant to your portfolio. And I don’t know about you, but I’m
planning on living a long life after I retire. I expect I’ll have 10 years to wait for an investment to
mature, and I’ll still have plenty of time to spend it!

Q: Do you ever invest in a company that doesn’t have revenue?
It’s definitely my preference to invest in companies that already have a stream of revenue
because they already have some demonstrated traction. Angels didn’t always have as much
choice as they do today, so we didn’t always have the luxury of demanding immediate
performance from our investments. That being said, I will still consider investing in a company
pre-revenue if and only if the founder has great experience with a proven track record.

Q: I’d love to get in on the startup action, but I’m worried that the bull market might end
soon. What happens to startup investments in a bad economy?
While an economic downturn can certainly make attracting the capital for an exit more
troublesome, it’s really a myth that startups are more likely to fail when times are bad. The most
important factor in determining the success or failure of the business will always be the quality
of the founders. And since a lot of startups are focused on making products or services that are
more efficient and less expensive than existing alternatives, sometimes it even works to their
advantage that their customers are in a financial pinch and actively looking for ways to cut costs.
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DEAL SNAPSHOTS
brand on Amazon, contributing to
Mealthy’s $6.3 million in revenue in 2018.

Mealthy Inc. is a food media
and kitchen appliances
company that sells quality small kitchen
appliances at great prices and provides
recipes, videos, and an interactive culinary
community on its highly rated mobile app.

ABOUT THIS OFFERING:
• Funding round: Seed
• Total size of round: Up to $3,000,000
• Minimum investment: $100

Mealthy’s MultiPot is the number-twoselling multi-functional pressure cooker

App-App Inc. is a mobile
platform that allows its
users to redeem one free appetizer per
day at any of its partner restaurants.

month, while paid users (at $9.99 monthly)
can redeem 1 free appetizer every single day.
ABOUT THIS OFFERING:
• Funding round: Seed
• Total size of round: $300,000
• Minimum investment: $100

App-App uses a “Freemium” model; nonpaying users can redeem 3 free apps per

CHRGR is an advertising
company that provides
brand-sponsored, precharged batteries
on demand – where and when customers
need them across a national network of
lifestyle venues.

device charger, innovatively branded with
their client’s advertising materials.
ABOUT THIS OFFERING:
• Funding round: Seed
• Total size of round: $535,000
• Minimum investment: $100

CHRGR provides customers with an
innovative, wireless, reusable mobile
For more information on these deals, and instructions for those who would like to invest,
check out your active deal pages on AngelsAndEntrepreneurs.com.

Subscribers should be aware that investment markets have inherent
risks and there can be no guarantee of future profits. Likewise, past
performance does not secure future results. For the most up to
date data, be sure to visit www.angelsandentrepreneurs.com.
Protected by copyright laws of the United States and
international treaties. This newsletter may only be used
pursuant to the subscription agreement and any reproduction,
copying, or redistribution (electronic or otherwise, including
online), in whole or in part, is strictly prohibited without the
express written permission of Angels and Entrepreneurs
Network, LLC.

Information contained herein is obtained from sources
believed to be reliable, but its accuracy cannot be guaranteed.
Angels and Entrepreneurs Network expressly forbids its
writers from having a financial interest in any security they
recommend to their readers. All Angels and Entrepreneurs
Network employees and agents must wait 24 hours after an
Internet publication and 72 hours after a publication is mailed
before acting on an initial recommendation. The Angels
and Entrepreneurs Network does not act as an investment
advisor, or advocate the purchase or sale of any security or
investment. Investments recommended in this newsletter

9

should be made only after consulting with your investment
advisor and only after reviewing the prospectus or financial
statements of the company.
Subscription includes The Angels and Entrepreneurs Network,
which is published once per quarter by the Angels and
Entrepreneurs Network, LLC, 1125 N. Charles Street, Baltimore,
MD 21201. POSTMASTER: Send address changes to Angels and
Entrepreneurs Network, 1125 N. Charles Street, Baltimore, MD,
21201. For questions about your subscription, call Member
Account Services at 866.310.1498 or text to 443.294.7100.
Our website is www.angelsandentrepreneurs.com.

