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Study on the Factors Influencing the Investment Performance
of Domestic Venture Capital Funds
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Abstract

This study conducted empirical analysis on the factors affecting the investment performance of 205 domestic venture funds (with a
total liquidation amount of 7.25 trillion KRW) newly formed from 2007 to 2017 and completely liquidated as of the end of 2022. Due
to the nature of private equity funds, obtaining empirical data is extremely challenging, especially for data post-COVID-19 era
liquidations. Nevertheless, despite these challenges, it is meaningful to analyze the impact on the investment returns of domestic venture
funds using the most recent data available from the past 10 years. This study categorized the factors influencing venture fund

performance into external environmental factors and internal factors. External environmental factors included "economic cycles," "stock

markets," "venture markets," and "exit markets," while internal factors included the fund management company's capabilities in terms of

"experience," "

professional personnel," and "assets under management (AUM)." The fund structure was also categorized into "fund size"
and "fund length" for comparative analysis.

In summary, the analysis yielded the following results: First, the 3-year government bond yield, which represents economic cycles well,
was found to have a significant impact on fund performance. Second, the average 3-month KOSDAQ index return after fund formation
had a statistically significant positive effect on fund performance. Third, the number of IPOs, indicating the competition intensity at the
time of venture fund liquidation, was shown to have a negative effect on fund performance. Fourth, it was observed that the larger the
AUM of the fund management company, the better the fund's returns. Finally, venture fund returns showed variations depending on the
year of formation (Vintage). Therefore, when individuals consider investing in venture funds, it is considered a highly effective
investment strategy to construct an investment portfolio taking into account not only external environmental factors and internal fund

factors but also the vintage year.
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