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NDIAN high networth indi-
viduals (HNIS) seem to have
caught on toa new asset class
toinvest in— stan-ups. Though
the risk with start-ups is much
as real estate, equity, mutual funds,
" commodities and sometimes evenart
funds, HNIsare on the opportu-
nity of considerably Tretums asso-
dated with start-ups.
Mohit Goyal has been a serial entrepre-
neur all his life. He was the founder of IIS
Infotech, which he sold to Xansa. Since he
sold his second venture Scicom Technolo-
gies last year, Mr Goyal has been invest-
_ inginstart-upsasapartof the Indian
Angel Network (IAN). Around 80
HNIs are part of this network to-
day, up from about six when they
started in 2006. In the recent past,
theangel community has grown consider-
ably in India. A typical investment by an

 Start-ups catch HNIs’ fancy

High Risk-High Return Formula Finds New Takers In India

date vice-president at Money Bag. a wealth
t company. Equity returns av-
erage around 18-20% perannum.

So inspite of the risk, why are HNIs so
keen 1oinvest instart-ups?

“It Is a very exdting and maturing asset
class, which is getting professional by the
day. There is huge opportunity here,” says
Mr Goyal when quizzed about why he de=
dided toinvestinstart-ups inthe first place. A
big company might grow at 15-20% a year
buta good start-up has the potential to grow
at 300-400% a year, he adds. “Start-ups are
the seedsina growing economy.”

“As a rule, returns and risk are direaly
proportional. So if the retum en investment
expectationin the stock marketis 15%, ven-
ture funds should return twice that return
and other investments would come some-
where in between,” says IAN VP Padmaja
Ruparel. But higher retum is not the only
motivation for these HNIs. -

A number of HNIs are looking at diversi-
fying their investment portfolios. “HNIs are
bdgxﬁatmmmm which aré not runof
the mill and have low correlation to equity
markets. Most have invested heavily in Indi-

who is the CEO of Flora2000.com explains
that the quantum of money being invested
in a start-up by an HNI might be low but the
quantum of time spent is much higher than
with otherinvestments, “This isan excellent
way tourilise the knowledge you haveaccu-
ted through your life. He calls itknowl-
edge investing” says Khan. These HNI-
turmed-mentors also get an opportunity to
actually see their investments being used in
the right way, sometimes with a little hand-
holding. Burstill thereisrisk.
The whileinv
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which offer good opportunities. You've got
todoenoughof them tomanage yourrisk, If
you invest in 10 stant-ups and even just one
of themisa huge success, the exponential re-
turns provided by that one could cover up
for the losses from others and you could be
looking at an average retumn of over 30%. “1
wouldlike 1oinvestin 10 start-upsa yearand
with time, spread my risk over many ven-
tures,” adds Khan. Ll
“People who are familiar with start-y

HNTinastart-upfallsinthe range of Rs 10~ an equities and are now willing to diversify have the flair 10 mitigate risks. They ofte
50lakh and the exit durationis usually be-  their exposure into different asset classes,” pick the right kind of start-ups to investin,”
tween 4-7 years. The retumms, on the other says Religare’Macquarie CEO Vikas Agni-  says Morpheus Venture Panners partner
RICHIE RICH hand, can vary from 400% to even zeroif  hotri. Also, most of these HNIs are firstgen-  Nandini Harlanniah. The risk though is that
3 = the investment goes bad. eration entrepreneurs who have gone therearenoexiernal agendieshelping youto
Atypicalinvestmentbyahigh ~  nyestmentsin otherasset dasses, onthe  through the grind and today see stant-upsas  analyse the risk associated with a particular
_ networth individual in a start-upisin other hand. might carry a short-tenm risk  an opportunity to give back. Mr Goyal feels ~ start-up. “You have tomanage your start-up
therange of Rs 10-50lakhand the  butwill nevergo down tozero, Take forex-  thatinvestingin mutual funds oreéquitiesisa - portfolio on your own. Thereis no historical
exit duration is around 4-7 years. ample real estate, Historically, thisassetclass  very impersonal act. “In a star-up, you in-  analysis available. We look at the passion of

has never fallen to below 50% of its value.
The FERADs Can vary from 400%to “Equity, futures, mutual funds are practical-
even zero if the investment goes bad |y risk free,” says Yogesh Raichandani, asso-

the entrepreneurs, their idea and take the
gamble,” saysan HNL

And gambli A
ga hnsxhevarr_ .|

teract and participate. Here, [geta chance to
mentor and give strategic guidance as well,”
he explains. Another HNI Rehan Yar Khan,
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