
Private Markets

ALTERNATIVE INVESTMENTS



CAUTION:  The purpose of this presentation is 
education only 

All investments are made at your own risk and not 
based on this presentation or any suggestions or 

commentary



Investing in Private 
Markets

Private Debt (Credit) 
Private Equity

Buying and Selling Debt and Equities 

Not Traded on Public Exchanges or 

Stock Markets



REGULATED!!

Securities and Exchange 
(SEC) Sets Who Can 

Invest

● Regulates who can invest in Private 

Placements (Debt and Equity)

● Defines who is a “Accredited” 

(Qualified) Investor

● Typically: Institutional Investors, 

Endowments, Pension funds, HNW 

Individuals, Insurance companies



REGULATED!!

Who can Invest? 
Accredited Investors

Reg D, 501 (a) and 144A

SEC Criteria for Investing in Private 
Placement (Debt or Equity) Offerings: 

- Have earned income exceeding 
$200,000, or $300,000 (for couple), 
during each of the previous two full 
calendar years, and a reasonable 
expectation of the same for the 
current year.

OR

- Have a net worth greater than $1 
million (either by yourself or combined 
with a spouse), excluding your primary 
residence.



REGULATED!!

SEC Amends 
“Accredited” Investor

Aug 2020

(Reg D, Rule 501 (a), Rule 215 & 

Rule 144 (A))

● Qualify as accredited investors based on certain 

professional certifications or credentials;

● “Knowledgeable Employees” of a fund;

● Limited Liability companies w/ $5 million in assets;

● “Family Offices” w/ min $5 million in assets under 

management; 

● Add the term “Spousal Equivalent” so that spousal 

equivalents may pool their finances for the 

purpose of qualifying as accredited investors;

● Institutional Investor & Rural Business Investment 

Co (RBIC) w/$100M threshold met



PRIVATE DEBT
Examples & Incentives

Illiquid

● Use Case Examples:  

○ Real estate development, 

○ New Product Development, 

○ MVP Development, 

○ Bridge Loans, 

○ Mortgages

● Incentive to invest:  

○ Interest, Potential to Convert to Equity 

● At Liquidation

○ Debt Holders First in Line

● Visibility: Balance Sheet Liability 



PRIVATE DEBT
Ways to Invest

Illiquid

● Private Debt Investment Platforms: 

○ Yieldstreet (NA, A), Fundrise (NA)(RE), 

Crowdstreet (A)(RE)

● Peer-to-Peer (P2P) Lending: 

○ Upstart (A, NA-UPST), Lending Club (NA-LC), 

Prosper (NA)

● CrowdLending:

○ Patch of Land (A)(RE),  Percent (A)

● Private Debt Funds:

○ Bain Capital Global Special Situations 2022 (A)

○ Blackstone Green Private Credit III (A)

○ OakTree Lending Partner (A)($500M loans)









PRIVATE EQUITY
Illiquid

Capital Investments (Money for Shares) 

invested in companies not yet publicly 

traded. Debt-free company financing

Use Case Examples:

● Startup funding ( Venture Capital & 

Angels )

● Growth Capital

● Large Acquisition funding (Bain, KKR)



Ways Accredited and 
Non-Accredited 

Investors Participate

Funds of Funds (FoF)

Private Equity Fund of Funds invest in 
other Private Equity funds.
Examples:  

HarbourVest (HPVE.L) (NA), 
Institutional Investor

FS Multi Strategy Alternative Fund 
I,  (FSMSX) (NA)

Alpinvest (Fund of Carlyle Group) 
(A)

Zell Capital’s VC Access Capital 
(NA) $1,000 min

Horsley Bridge Partners (A)





Source: PitchBook



Ways Non-Accredited
Investor  Participate

Publicly Traded  Private 
Equity Firms

Examples: FUM 

Blackstone (BX)             $1.0 trillion

Apollo Group (APO)       $598 billion

KKR (KKR)                        $510 billion

The Carlyle Group (CG)  $381 billion

TPG Inc (TPG)                  $137 billion







Ways Non-Accredited
Investors Participate

Private Equity ETFs

Private Equity ETFs invest in publicly listed 

Private Equity firms or Business 

Development Companies (BDC). 

Examples: 

● Invesco Global Listed Private Equity 

Portfolio, (PSP)

● iShares Listed Private Equity (IPRV), 

● VanEck BDC Income ETF (BIZD).





BIZD





Ways Non-Accredited
Investors Participate

Crowdfunding

Jumpstart Our Business Startups Act of 

2012, investors are allowed to invest up to 

$2,000 per year through equity 

crowdfunding.

If 5% of the lesser of your annual income or 

net worth is greater than $2,000, then you 

can invest that larger amount.

Those with Annual Income or Net Worth > 

$100,000, up to 10% can be invested.

Examples: Indiegogo and MicroVentures





Ways Accredited
Individual Investors 

Participate
Angel Investors

● Typical Investments: Equity or Convertible Debt; 
typical minimum $25k; invest own money

● Angel Organizations

○ AngelList – Seed Stage Capital

○ Angel Capital Association - Trade Group

○ Alliance of Angels – Geographic Focus 
(Seattle)

○ Life Science Angels – Industry Specific 
(BioTech)

○ Angel Investment Network – Matching Svc

○ Tech Coast Angels – Geographic Focus 
(SoCal+)

○ MEDA – Industry Specific (Medicine, BioTech)

○ PROPEL(X) – Digital Investment Exchange 
Platform



Accredited Investors
Venture Capitalists

Venture Capital investors

● Invest Other peoples money

● Typical structure:  Partners, LLCs

● General Partner Rewarded: Fee + % of 
Profit (Carried Interest)

● Larger Investments than Angels 
($500K+)

● Investment Stages
○ Angels:  Pre-Seed, Seed, Series A
○ Venture:  Maybe Seed, some Series A, 

Series B, C+

● Examples: Sequoia, Kleiner Perkins, 
Moore Davidow Ventures, Khosla 
Ventures



How Investors 
Liquidate  

(Make and Loose 
Money)

● IPOs:  (Initial Public Offerings)

● Mergers & Acquisitions  (M&A)

● SPACs:  Acquirers of privately held 

companies

● Dissolutions, Bankruptcies

● Sale of assets mostly IP, Investors & 

Debt retained in shell



PRIVATE EQUITY
IPOs , M&A, Buyouts
(Done and In Play)

● KKR backed Bright Springs Health IPO

○ Target: $3B val., ~$960M raise, @ $15-

$18/sh

○ Actual: $2.5B val., $633M raised, @$12

● AMD acquires Xilinx for $35B, all stock deal 

2/2022 – Morgan Stanley

● PE Buyouts

○ Toshiba $15B (Japan Industrial Partners)

○ Qualtrics $12.5B (Silver Lake & Canadian 

Pension Plan)

○ Univar $8.1B (Apollo Global Management)

● Soon (?): Servicetitan backed by Goldman 

Sachs, Morgan Stanley, $9.5B val, investors 

include Bessemer, Sequoia, TPG, T.Rowe Price  

(sometime in 2024, maybe)



Why an 
IPO?

● Allows a company to raise money to fund 

operations, fuel growth, pay down deb, pay 

back investors, improve public image and 

credibility

● Provides access to large amounts of capital 

from public investors

● Price depends on potential demand, 

industry comparables, growth prospects, 

company narrative, financials, amount of 

money to be raised

● Strong Demand, Good Narrative, New Bright 

Shiny Object = Higher Valuation

● Broker Dealers have pre-IPO share 

allocation and may make some of these 

available to retail.  Broker – Dealers:  

Fidelity, Robinhood, WeBull, SoFi





Private Equity 
Returns

2000-2020

11% Annualized 
return for 21 year 

period vs 6.9% for 
Public Stock 
Benchmark

Source: Chartered Alternative 
Investment Ass. (CAIA)

Stephen Cliffwater, Cliffwater, LLC

● c



A few 2023 IPOs vs 
Performance

Maplebear (Instacart, CART)

IPO price $30/share; 

Current $26.60   

ARM Holdings 

IPO price $51/share;

Current $115/share 



Gain on
Small Business Stock 

Tax Exemption
Section 1202(a)

The “Qualified Small Business Stock” 

(QSBS) tax exemption under Section 

1202 allows non-corporate founders and 

investors in growth companies with < 

$50M in gross assets to exclude up to 

100% of the U.S. federal capital gains tax 

incurred when selling its stake in the 

start-up or small business. 

Stock must be held more than five years; 

exemption is capped at the greater of 

$10 million or 10 times the basis of its 

initial investment.



Tax Loss Treatment of 
Restricted Stock

Section 1244

Section 1244 of IRS Code allows eligible 

shareholders of domestic small business 

corporations to deduct a loss on the 

disposal of such stock as an ordinary loss 

rather than a capital loss up to $50,000 for 

individuals and $100,000 for joint returns.  

The loss is fully deductible in the year of 

the loss. Investment was made in the first 

$1M raised.



Lessons Learned
Theranos: A Fallen 

Decacorn 
($10B Valuation)

Soure: Crunchbase



Fool’s Gold &
The Greater Fool 

Theory

He Who Controls the Fool’s Gold, Controls the 

Fool.

If an Asset – or an Entire Market – is 

detached from its fundamentals, there will 

always be someone (a “Greater Fool”) to take 

it off your hands.



Investment Advice
BUY LOW

SELL HIGH
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