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BDC PUTS
ENTREPRENEURS

FI RST VISIoN: Accelerate the success

of entrepreneurs

Mission: Help create and develop
Canadian business through financing,
venture capital and consulting services,
with a focus on SMEs
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BDC plays a counter-cyclical role

(BDC vs. Total Business Credit, 3-month % change, annualized)

FINANCIAL
VOLATILITY STABIILITY CRISIS
. T I )
35% A
30% A GLOBAL 31.2%
) CREDIT
%1 CRUNCH
20% A
16.5%
15% A
-] AN
J \A\/™
0% - 1% 0%
-50p 4
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

== Total Business Credit sss»BDC Commitment Outstanding (Financing and Sub. Fin.)









LEADERSHIP



WHAT
IS IT?



RADICAL
INNOVATION



"2 BlackB




INCREMENTAL
INNOVATION












ol
R
»

PRV I N




RADICAL
INNOVATION



Total Capital Raised and Invested
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SOURCE: Bloomberg; Global Insight; McKinsey analysis



Small number of large technology firms
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SOURCE: Bloomberg; Global Insight; McKinsey analysis



Disappointing Results

SOURCE : IESE; Thomson Reuters



Un-Darwinian capital allocation
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SOURCE: Gilles Duruflé, McKinsey analysis (based on 2005 data)



Size matters

U.S. 20-year horizon IRR by size of fund
All follow-on funds started pre-1999; returns as of 12/31/2005
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SOURCE: Thomson Reuters; Thomson Financial; Gilles Duruflé



More, but smaller, funds

Number of GPs per Average GP fund size
$1 trillion of GDP CA $ millions

Canada has more

|99 GPs. but they are

86. | significantly smaller

1. Assumes exchange rate of 1.21 CAD/USD
2. Average is inflated by larger funds, such as BDC, Growthworks, Vengrowth, and Fondaction
SOURCE: McKinsey analysis based on data from Thomson Reuters, Thomson Financial, Funding Venture Capital, Deals for High-Growth Companies in Canada
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NThe Jam I s spread

Avg. amount invested/company B uUS.
(CA $ millions) B Canada

1.5

4.1

3.3

Early stage Late stage

SOURCE: VC Reporter; Investment Analytics



Less attractive exits

Canadian VC-backed companies exiting in the U.S.
perform worse than U.S. companies

Average exit price 2002-2009, CA $ millions
124

92

Many examples
of exhausted
funds pushing
for early exit

Canadian companies Canadian companies U.S. companies
exiting in Canada exiting in U.S. exiting in U.S.

SOURCE: McKinsey analysis based on data from Thomson Reuters, Datastream.
Analysis excludes impact of any Canadian companies not backed by VC



Venture capital ecosystem
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Venture capital ecosystem




