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Alternative Investments and
Portfolio Volatility

* Since the financial crisis of 2007-2008, Public Pensions
have reduced investments in public equities and fixed
income in favor of increasing their positions in
alternative assets.
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Research indicates that a patient approach to pension
investments into long-term returns like alt. investments
will see a reduced volatility within their portfolio, and
will improve overall returns through strategic
diversification.




“Invest In Ourselves”
Philosophy

Moreover, several states have adopted
investment models within the
alternative asset class that focus on local
investing, while still meeting their
fiduciary obligations as stewards of
public monies.




Why is investing locally in NM important?

Supports & Promotes
Entrepreneurs and Innovation Led Job Creation
Entrepreneurial Economy (High Paying, Tech)
Community

Provides support &

Economic opportunities for

Wealth Creation

Under-Appreciated
Talent

Development
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The Common Retirement Fund's assets come from three main sources:
investment earnings, employer contributions, and member contributions.

THE
COMMON



Wisconsin State Badger Fund

f Funds is an initiative aimed at
to early stage Wisconsin-based
es. The Badger Fund has

local recipient funds that will

into startups.

t funds can invest in startups

here in WI, part of the idea is to
money into companies outside of
nd Madison, the state’s two biggest

e

Badger
Fund of Funds

1 in 5 Wisconsinites is a WRS
member or connected to & member.
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New Mexico Regional
ent Program

Mexico State Investment Council
as the authority to allocate a
of the assets of the Severance Tax
t Fund (“STPF”) to investments in
uity funds that invest in New
sed companies (“Funds”) and/or
ents directly in New Mexico
s (“Colnvestments”). The
m target allocation to New Mexico
quity is 9% of the STPF by statute
7-27-5.15 NMSA 1978)

target is 5% - roughly S250M to

ludes new Catalyst Fund
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INVESTMENTS IN NEW MEXICO
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NM SIC Commitments to NM VC Firms
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Numbers courtesy of Sun Mountain Capital/NM SIC
© 2017, Copyright Verge Management, LLC



NM VC Investments
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VC Backed Companies in New Mexico
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PEIP v. National Benchmark

intage
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

NMPEIP
Net IRR
44.8%
N/ A
N/ A
(0.9%)
N/ A
(20.69%)
N/ A
(7.49%)
1.7%
(2.1%)
(20.69)

- How do Our Returns
. Compare?
hira * You can invest locally in New
i Mexico and expect the same
________________________ o - returns you can expect
s Nationally
i * Investment multiplier of 6.1x
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INVEST. MAKE A DIFFERENCE.

Each $1 Invested by SIC produces
NM VC by $6.1 in total Investment
the numbers
$235 Million in SIC commitments
produced over $1.4B in capital
for NM companies
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VergE'g Venture Capital
INVEST. GROW. MAKE A DIFFERENCE Amount of Invesment Stages
P . ’ money i n N M

The Startup A 42K

Black Hole ﬁ
| I—ISeriesA

Angels C Sy ———0ut of State ———
Seed " nyestors LLEES

Stage
[——— Catalyst Fund——
Concept/ Business ' Product First Fully Expansion | Ready for IPO | stage of
Research ' Planning ' Development ' Commercial = Operational Startups
Deals

. 14
© 2017, Copyright Verge Management, LLC



Where VCs Sit in Funding Spectrum
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“Little sustaining benefit to the state
will result either from creation of an
entrepreneurial ecosystem or from
converting ideas into companies if
those businesses were to leave the
state to grow. Reasons for leaving

Feimad | N could include lack of access to
capital, policies and taxes that are

‘ 7 =T considered by some to be
erg -' unreasonable or unfriendly, and
merely the belief that New Mexico’s

business climate is not conducive to
growth.”

But challenges

- New Mexico Department of Workforce
Solutions Economic Research and Analysis
Bureau 2015
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Recommendations

Expand Angel Tax Credit
* Increase pool of credit
* Make pool available to out-of-state investors
Bring out-of-state dollars into NM to support our start-ups

Make Sale of NM Businesses Exempt from NM Capital Gains Tax
—_— Reward NM entrepreneurs & their employees for taking risks
|
| [

September 20, 2017 Copyright Verge Management, LLC



-

317 Commercial St.
Albuquerque, NM
87102
Business: 505-247

Website: www.ve

0
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