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Abstract

What factors contribute to improve the return
(IRR) on investments in venture companies?
This paper investigates the factors influencing
return performance of investments in venture
companies in Europe, Australia and the U.S.
Further, this paper investigates the valuation of
Japanese  venture-backed companies that
achieved IPOs from 1998 until 2002 at each round
of pre-IPO financing in order to determine those
factors contributing to enhanced IRR in Japan.
It was found that the correlation between the
percentage increase in valuation between the last
financing before the IPO and the IPO
valuation ,the times of following investments and
investment performance was the highest of all
factors investigated. On the other hand, factors
such as whether the financing was syndicated, the
level of valuation, had a negative correlation with
IRR in Japan.

Keywords: Japanese venture capital, internal rate
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of return (IRR), regression model, institutionally
affiliated venture capital
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