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            To the women who raised, supported, and inspired me: my mother, Cathie, and her mother, Anne; my wife, Jade; and our three
               daughters, London, Johanna, and Caterina. 
            

            and

            In loving memory of my friend Dave Goldberg, who was a true angel among men. We miss you, Goldie. 

         

         
      
   
      
      
      
         
            Disclaimer

         
         
            STOP! DON’T READ THIS BOOK IF YOU CAN’T HANDLE LOSING YOUR MONEY INVESTING IN THE RISKIEST ASSET CLASS ON THE PLANET: STARTUPS.
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            Chapter 1
Someone Else Was Supposed to Write This Book

         
         This book has a singular goal: to teach you how massive wealth is created in the twenty-first century.

         
         It’s not a system or a secret, so I’m not going to build this up into something fancy like those bullshit self-help books
            you’ve already bought.
         

         
         I’m just gonna tell you how a C-minus student from Brooklyn (before Brooklyn was cool) clawed his way into the tech industry,
            got lucky seven times (and counting), and made tens of millions of dollars.
         

         
         Most folks think I’m lucky, some say I’m a complete fraud, and a handful think I’m a brilliant hype man, and I don’t agree
            with any of them—I agree with all of them.
         

         
         That’s why this will be the greatest business book ever written. I shouldn’t be the one writing it, yet here we are. I’m the
            outsider who made it in, letting you know how he pulled it off.
         

         
         I am as shocked as anyone I made it here, and it’s a hell of a story: the son of a nurse and bartender watches his family
            lose everything when the feds—wearing raid jackets just like in the movies—burst in with shotguns to take back his dad’s bar.
            He crosses the bridge to Manhattan with something to prove and, ultimately, he heads to the West Coast to make his fortune.
         

         
         
            The American Dream

            The American Dream still exists, it’s just not as widely distributed.

            
            Our parents and grandparents took factory and white-collar jobs and rode them for all they were worth in the last century.
               Now the robots—who never sleep and self-improve on an exponential curve—are taking these jobs. Meanwhile, we humans, with
               our nagging physiological and emotional needs, struggle to keep up.
            

            
            Most of you are screwed.

            
            But you’re here, so you’re clearly willing to learn and I can radically improve your odds if you do the work.

            
            The world is becoming controlled by the few, powerful, and clever people who know how to create those robots, or how to design
               the software and the tablet on which you’re reading this. But please don’t stop reading, because I’m going to show you how
               anyone can get a seat at the table with the digerati, illuminati, and moneyrati and, perhaps, tap into this hundred-year boom.
            

            
            Yeah, I’ve got my own formula like those other business books you’ve bought, but there is a major difference between my formula
               and theirs—mine is forward-looking.
            

            
            All of the other books out there, and some are great, try to explain to you how people made money in real estate, by mastering
               the art of the deal or by getting the right people on the bus (and the wrong ones off), but they are largely historical documents
               now.
            

            
            The world has changed more in the last ten years than it did in the last ten decades.

            
            That’s not just some clever one-liner to say in a conference keynote or at a dinner party. It’s an undebatable fact.

            
            The changes we’ve seen with the internet, with mobile phones, with robotics, with sensors, and in biology are mind-blowing
               not just to civilians, but also to the people working in these fields—and the pace is increasing.
            

            
            I could give you a list of mind-blowing breakthroughs to prove my point about how fast things are moving, but I’d like this
               book to stand the test of time, and the truth is that giving you examples like a computer beating a human at chess, or an
               encyclopedia made with no paid writers, or computers flying airplanes and cars without steering wheels, or wars being won
               with robots, are so commonplace that science fiction is having a hard time remaining, well, fiction.
            

            
            I know because the top-tier investors who invested in the last fifty big things call me to find the next big thing. I live
               on the edge of the future of business and technology.
            

            
            As an angel investor, it’s my job to write the check when no one else believes in you—and that’s the most thrilling bet in
               the world.
            

            
            Every week I meet a dozen dreamers with insane ideas who want me to give them my money, advice, and access to my Rolodex—but
               mostly the money.
            

            
            Oftentimes I’m the “first money” in, the first investor willing to take a chance with a company like Uber or Thumbtack when
               they are only worth four or five million bucks and almost everyone else has said no.
            

            
             

            This year I invested $750,000 in a company that makes a robotic cafe called Cafe X. It eliminates the two most expensive aspects
               of Starbucks’s business: real estate and humans.
            

            
            When the founders emailed me a video of the prototype in action at a college in Hong Kong, I wrote back to them, “Is this
               a joke?”
            

            
            They said, “No, it is not a joke,” so I invited them to come to my incubator where we spent three months refining the product
               and helping them craft their pitch. Then I introduced them to my rich, powerful, and, in many cases, compulsive-gambling,
               narcissistic friends—who funded the company for millions of dollars.
            

            
            If we succeed with Cafe X, we will reduce the price of a latte to $2 (again), make it perfectly every time (a computer never
               forgets how much foam you asked for), and reduce your wait from more than five minutes to under thirty seconds (the machines
               know where your smartphone is and they make your coffee when you’re ninety seconds away).
            

            
            Instead of a Starbucks on every other corner in a city, there will be a Cafe X machine in the lobby of every building on the
               block.
            

            
            Instead of being open fourteen hours a day, these robots will serve us twenty-four hours a day.

            
            Cafe X and other startups will also eliminate millions of jobs in which humans get paid to stand behind a counter and repeat
               back your seven precious little instructions on how to prepare your morning libation, before pressing one button and masturbating
               a milk-frothing pitcher for two minutes.
            

            
         
         
            The Future of Jobs—and Making Money

            If right now you think I’m a horrible, marauding, free-market monster, you’re only half-right—I’m also a humanist who thinks
               there are better things for our children to do with their time.
            

            
            The quicker we eliminate the low-paying, repetitive, and menial jobs, the quicker our species can get to work on bigger issues
               like sustainability, being multiplanetary, and perhaps retiring the last couple dozen dictators and despots who are murdering,
               raping, and otherwise oppressing the weakest among us.
            

            
            Of course, I could be wrong.

            
            When we eliminate all these jobs, the world might spin into a global version of the long-forgotten dry run Occupy Wall Street
               where a group of savvy but poorly organized hippies and millennials slammed their feet down and said, “No more! We’re not
               leaving until things change!”
            

            
            Until, of course, the economy rebounded and they got cool jobs with free food and their own private drivers from uberPOOL,
               then realized that, net-net, things are actually pretty fucking awesome and they don’t need to storm Michael Bloomberg’s town
               house or stink up the Goldman Sachs lobby anymore.
            

            
            In my mind, candidly, we’ve got a 70 percent chance of figuring out this massive sea change without starting a full-on revolution
               in the streets, like we saw in Greece or Egypt, or any other place where unemployment among young adults breaks 20 percent.
            

            
            But I don’t invest in this future because I want to sit in an ivory tower laughing at people whose jobs are replaced. I invest
               in this future because it’s inevitable and I think I can help accelerate the efforts of the founders and innovators who are
               missionaries, not mercenaries. Of course, I plan to make a great deal of money in these revolutions, but I also plan to look
               back proudly and know that I helped propel changes that made our planet better.
            

            
         
         
            Escaping the Matrix

            If you’re reading this, congratulations! You chose the red pill and you’ve taken your first step to understanding the bitter
               truth: the world is going to get flipped on its head two or three more times in your lifetime.
            

            
            The jobpocalypse is coming, which is not just based on my coffee-making robots. It also includes the elimination of most white-collar
               jobs we were told were careers, like being a lawyer, doctor, teacher, accountant, pilot, journalist, or—wait for it—a software
               engineer.
            

            
            Yes, while the greatest opportunity on the planet today is probably being a software engineer, I just invested in a company
               that hopes to eliminate software engineers by letting you type into a box “make me an app that does X, Y, and Z,” before spitting
               out your own version of “Uber for . . . [insert service that sucks right now].”
            

            
            If you haven’t had a panic attack reading this introduction yet, let me tell you the next product I’m looking to back: an
               artificially intelligent robot that studies humans and builds other robots.
            

            
            I haven’t found it yet, but I probably will by the time you reach the end of this book. The snake is going to eat its tail.

            
            When that happens, there is a good chance that it will be every human for themselves.

            
            By the way, a lot of rich folks have already planned for this outcome by buying islands or huge ranches in remote places like
               Wyoming or New Zealand (I’m not kidding) that are fully off the grid—complete with solar, water desalination, fortifications,
               and weapons.
            

            
            Yeah, there are billionaire preppers, not just hillbilly ones.

            
            A perfect storm of black swans is coming and this book is going to prepare you not only to survive it—but to ride it out on
               top.
            

            
         
         
      
   
      
      
      
         
            Chapter 2
The Brooklyn Grinder

         
         
            Is Angel Investing Gambling?

            Folks in the technology industry debate if angel investing is gambling or actual investing, and it depends largely on how
               you approach it. Every year I place forty bets hoping to win back more in aggregate than I’ve put down.
            

            
            I’ve invested just under $10 million in the six years I’ve been angel investing, and the portfolio I’ve built is worth over
               $150 million—that’s a return of fifteen times my investment.
            

            
            That’s mind-blowing for a kid from Brooklyn who watched his parents fight, at least 90 percent of the time, over money.

            
            More mind-blowing, however, is that the majority of my investment dollars were invested in the past three years ($9 million
               of the $10 million, in fact).
            

            
            If you drill down, I invested under $100,000 in the first year as an angel and hit my two big winners to date, Uber and Thumbtack,
               in my first five investments.
            

            
            The return multiple from the first two years of my investing is actually fifteen hundred times.

            
            These startups take ten years to play out, so no one knows exactly where I will sit in the “hall of fame” of angel investing—if
               one is ever built—but it is safe to say I’ll be in the top ten angel investors of all time.
            

            
            I buy lottery tickets for a living, but unlike the normal schmucks on the street, I get to buy tickets that are in the top
               1 percent of the winning pool.
            

            
            If you have to match seven numbers to win with your lottery tickets, I have to match just two.

            
            I’ve figured out, and will explain to you in detail, how I’ve gamed the system. I’ve rigged the roulette table so it falls
               on my number ten times more often than yours.
            

            
            I’m starting every hand of poker with the ace of spades, so my chances of hitting pocket rockets are 1 in 17 while yours are
               1 in 220.
            

            
            If you can’t tell already, I’m really excited with where I am in life. Sorry if I sound like an obnoxious narcissist who thinks
               he’s figured it all out—but I actually have. For years people asked me to write books and I kept telling my agent “one more
               win.”
            

            
         
         
            The Sequoia Scout Program’s Secret Origin

            Investing in the cab company that changed the world was that “one more win.” When the Wall Street Journal did a front-page story on my role as the first “Scout” for Sequoia Capital, the most famous venture capital firm in the world,
               everything was revealed.
            

            
            Yep, the brilliant venture capitalists (VCs) who backed Apple, Google, Cisco, Yahoo!, YouTube, Airbnb, WhatsApp, and countless
               others had started an angel investing program called “Scouts,” and I was the first one selected.
            

            
            Scouts was a simple concept: Sequoia Capital would put up the money and twenty carefully selected founders of technology companies
               would pick founders they know to back.
            

            
            The returns would be split: 45 percent to the Scout who made the investment, 50 percent to Sequoia, and 5 percent in a bonus
               pool to the other Scouts in the program.
            

            
            This was the deal of the century for us Scouts, because venture capital firms like Sequoia actually only get 20 to 30 percent
               of the returns when they invest other people’s money.
            

            
            My hunch is that they didn’t care what the split was because we were a bunch of nonprofessional investors and the chances
               of us hitting a home run—let alone a grand slam—were minute. For them, Scouts were a way to increase their visibility into
               the early-stage market.
            

            
            The kid from Brooklyn was anointed by the smartest cats in the business. My job was to find the next big thing. It was like
               George Steinbrenner calling me and saying, “How would you like to help the Yankees win another World Series?”
            

            
            Holy. Fucking. Shit. YES!

            
         
         
            I Used to Dream About This Life

            When I was a kid I always dreamed of having a dad who was a rich banker or billionaire, going to Harvard, and having a trust
               fund—as opposed to having a dad who almost went to jail.
            

            
            I’d dream of what it was like to be on the inside and have your college tuition paid for, your apartment in Manhattan gifted
               to you, and getting $100,000 to invest in a business if you lobbied your parents for fifteen minutes over Thanksgiving—like
               many of my friends had.
            

            
            I didn’t have that privilege and it put a fire in my belly.

            
            I would sit there on the B train heading home from Fordham at Lincoln Center at ten p.m. on my way home to a three-hundred-dollar-a-month
               attic apartment on Tenth Avenue, where the only place you could stand upright was about 20 percent of the space in the dead
               center of the hallway, and think to myself, “What would it be like to be rich?”
            

            
            What would it be like to have $100,000 on the ATM receipt instead of $100?

            
            What would it be like not to have to worry about money every day of your life? I was so broke that when I was in college I
               would go to Manhattan at night with two tokens and $2 in my pocket, knowing how to spend it perfectly to get maximum calories
               from the hot dog vendor by Central Park who charged only $0.50 for a knish instead of $0.75 like everyone else.
            

            
            I would buy a bagel for $0.50 on the way in, two knishes for lunch, and a third knish on the way home—unless I spent it on
               a Coca-Cola like an idiot so I could stay awake in class.
            

            
            When you’re broke and see rich people in Manhattan all around you, it makes you curious: “How did these people become rich?”

            
         
         
            “Pass On What You Have Learned.”—Yoda

            So, I studied every system in order to find one that is the most efficient for capital creation, and I believe that it’s angel
               investing in technology. I’m going to tell you everything in the coming chapters because if just one or two hundred of you
               become angels, it will make an impact on society—plus we can invest together (more on this in chapter 11)!
            

            
            Heck, if just one person uses this book to back the next great founder who has a world-changing idea, we’ll have made an impact
               together.
            

            
            There’s an outside chance that twenty-five thousand of you might become angel investors, and if that happens, it would change
               everything.
            

            
            The world has trillions of dollars sitting in bonds, cash, stocks, and real estate, which is all really “dead money.” It sits
               there and grows slowly and safely, taking no risk and not changing the world at all.
            

            
            Wouldn’t it be more interesting if we put that money to work on crazy experiments like the next Tesla, Google, Uber, Cafe
               X, or SpaceX?
            

            
            I’m forty-five years old at the time I’m writing this and I plan on doing five more years of angel investing—I’m on a ten-year
               plan.
            

            
            Another two hundred bets and I’m done—then it’s your turn.

            
            By the time I’m done with my ten-year plan, I will have invested in 350 startups and my goal is to return $250 million on
               $25 million deployed—I’m exactly halfway there.
            

            
         
         
            No Gamble, No Future

            Now, gambling has a very negative connotation here in the West, but when I would spend all night playing poker in Los Angeles,
               with mostly old Asian men, I would frequently hear them say “No gamble, no future,” before pushing their chips into the pot,
               standing up, and rubbing their necks and heads furiously (a tic I soon acquired unconsciously).
            

            
            It took me a couple of times to understand what these old men were saying, but I quickly started saying it myself, whether
               I was at the tables or not.
            

            
            No gamble, no future.

            
            If you learn anything from this book, it’s that you must take risks as an angel investor and in life if you want at least
               the chance of an outsized outcome.
            

            
            This does not mean you should be reckless; in fact, it means the opposite. I’ve studied and studied how people have built
               wealth as angel investors and I’ve focused on having an unfair advantage over them.
            

            
            I’m going to reveal every unfair advantage I have developed in the coming chapters so that you can deploy your money intelligently,
               or perhaps just more intelligently than everyone else, which, if you’ve ever won at poker, you know is the key to success.
            

            
            If you can’t tell who the sucker at the poker table is, it’s you, so find another table or figure out how to be better than
               each of the other players. This might take time, but everything worthwhile in this life takes time and effort.
            

            
         
         
            For the Real Outsiders

            As much as I feel like I’m an outsider—a kid from Brooklyn who didn’t go to Stanford and was born into the bottom of the middle
               class—the truth is I’m a lot closer to an insider than most folks in America, let alone anyone born in the developing world.
               
            

            
            Let’s face it, I was born a white male in New York City at exactly the right time. I owned a thousand-dollar computer with
               a four hundred baud modem at the age of thirteen, and I was able to pay my way through night school at a decent college based
               on the skills I learned using that computer. If I didn’t have that computer, I would have ended up becoming a police officer
               (true story). 
            

            
            Someone living in poverty in small-town America—without that IBM PCjr—certainly wouldn’t have had the head start I did. Those
               facts don’t even address the larger, more complex cultural issues around gender and race in our society that I haven’t had
               to face.
            

            
            I wrote this book to give outsiders a playbook that could level the playing field just a little bit—even if I’m not smart
               enough to understand or help solve the deeper, more systemic problems myself.
            

            
         
         
      
   
      
      
      
         
            Chapter 3
What Is Angel Investing?

         
         
            Angel Investing 101

            Angel investing is the act of putting money into the earliest investment rounds of a private business with the goal of getting
               back more money than you put in—much more than you can return in a safer, more established investment vehicle.
            

            
            The businesses that angels invest in are typically less than three years old, have little or no “traction,” and are trying
               to find something we call product/market fit. If these businesses didn’t look completely crazy, then everyone would want to
               invest in them and there would be no need for angels. In fact, the term “angel” is used because we are the investors who come
               to a founder’s rescue in their hour of need—when nobody else believes in them.
            

            
         
         
            Product/Market Fit and Exits

            Product/market fit means that the product the founder has built, whether it’s Uber’s ride-sharing app or Instagram’s photo
               filters, has found a group that is delighted by it. If a large number of folks find a product delightful, there is a solid—but
               not guaranteed—chance that the founder can then solve the next biggest challenge: scaling and monetization.
            

            
            When a founder does figure out how to make money from their product, and they’ve scaled it to any reasonable level, one of
               two things happens: the company gets bought by a bigger company or the company goes public.
            

            
            Those two things are called an “exit” in our world, because that’s the time when you cash in your chips—or shares—and get
               back money (your return).
            

            
            If a company isn’t venture backed, it could just end up a profitable, sustainable business that sends its investors dividend
               checks. But angels and venture investors hate that. We want exits and returns.
            

            
            However, most companies I invest in never get past the first milestone of finding product/market fit, let alone figure out
               how to scale their revenue—and that’s okay!
            

            
         
         
            No Risk, No Reward

            You’re probably thinking right about now, “Why don’t you just invest in companies that have product/market fit, have a revenue
               model, and have scaled to millions of customers?” Well, if a company has hit those milestones, they have probably already
               gone public!
            

            
            When you have predictable revenue, you can attract unlimited capital. But when you’re just starting out, you can only attract
               capital from crazy, risk-taking angel investors.
            

            
            As you add customers and revenue, it becomes easier to value your company. There are several established methods for determining
               your valuation. But when you’re just two people with a prototype, the value of your company is anyone’s guess.
            

            
            For example, Apple and Microsoft in the ’80s, and Google and Facebook in the aughts, were all once private companies with
               very small teams, modest products, and a small number of customers. When they were tiny, they were risky investments and had
               small valuations.
            

            
            Famously, Mike Markkula put $250,000 into Apple to become a one-third owner and employee number three. Andy Bechtolsheim,
               co-founder of Sun Microsystems, invested $100,000 in Google before it was incorporated, and Peter Thiel invested $500,000
               in Facebook at a $5 million valuation.
            

            
            They were the crazy, risk-taking investors who all made the right bet.

            
         
         
            “You Only Have to Be Right Once.”—Mark Cuban

            I’m famous for having invested $25,000 in Uber when it was worth around $5 million—it’s now worth $70 billion in the private
               markets. When I invested, Uber was operating in one city and they only had a couple of Lincoln Town Cars signed up.
            

            
            It wasn’t clear if the business could scale or make money, but I knew the founder was exceptionally driven and that I personally
               loved the product. In my mind, at the very least, Uber was an exceptional product for about 10 percent of the population who
               already used car services, typically business people in major cities.
            

            
            That was enough evidence for me to place a bet.

            
            I invited them to an event I hosted, called Open Angel Forum, which was designed to bring together a dozen investors to hear
               from six startup founders. The night Travis Kalanick presented on a pier in San Francisco at my event, three investors decided
               to write checks: Cyan Banister, First Round Capital, and me.
            

            
            A dozen other professional investors passed on Uber and to this day, when I see them, they are reminded of the greatest mistake
               of their investing careers. Some of my guests invested in the other five companies who pitched us all that night. I don’t
               even remember those companies’ names!
            

            
            Uber will be, almost assuredly, the best investment the three of us ever make. We hit the home run of home runs. Without that
               one investment, I wouldn’t be writing this book.
            

            
            And that’s why angel investing is something that I believe you should consider if you want to create wealth. It can change
               your life if you suspend fear, squint a little, and focus on not just what could go wrong with a business but what could go
               right.
            

            
            While it’s unlikely you’ll hit a return of five thousand to ten thousand times your investment, like I did, it’s very possible—maybe
               probable if you do all the work—that if you operate for a couple of years, here in Silicon Valley, making fifty or one hundred
               individual investments, you will return more money than you put in.
            

            
            Even if you just make back the money you invested in a hundred startups, you will have been able to hang out with the most
               driven and creative people in the world, building an exceptional personal network, and learning a shit ton.
            

            
            All while having this amazing lottery-ticket possibility of winning one hundred to ten thousand times your money.

            
            While it’s totally crazy to make each of these bets on an individual basis, it’s even crazier to not make one hundred of them.

            
         
         
            Angel Investing vs. Boring Investing

            Now the safest investment vehicles in the world, traditionally, have been things like bonds, treasuries, gold, ETFs (exchange-traded
               funds), and mutual funds. These devices are highly regulated, safe, and predictable when compared to angel investing.
            

            
            It’s widely accepted that the stock market in the United States has returned, on average, 7 percent a year. It will take you
               about ten years to double your money at that rate.
            

            
            Government bonds are trading around their all-time lows at the time of the writing of this book, at 2.4 percent a year. It
               will take you about thirty years to double your money at that rate.
            

            
            People are searching for returns everywhere, but returns are becoming harder and harder to find as pools of capital become
               larger and larger.
            

            
            I wish I could show you a chart of angel investing, but it’s a very opaque practice that can be wildly profitable and the
               people doing it like it to be opaque. If you found a secret diamond mine that could make you tens of millions of dollars,
               would you share its location? Probably not.
            

            
            If you want to double your money every seven to ten years or so, buying some reasonable combination of low-fee index funds
               is considered the best bet. In fact, a startup I’m a shareholder in, called Wealthfront, allows you to do this with software
               for only 25 basis points (BPS)—a fraction of what wealth managers typically charge (1 basis point is equal to one hundredth
               of a percent, or 0.01 percent).
            

            
            As a bonus, if you use robo-advisors, you don’t have to go to lunch meetings with an annoying, superslick money manager two
               or three times a year—but I kid!
            

            
            However, you will never, ever, be able to return one hundred or one thousand or ten thousand times your money in these devices.

            
            Angel investing is high risk and high reward.

            
            In fact, it is the highest-risk investing in the world, with much longer odds than playing table games in Vegas, where you
               have a roughly 5 percent disadvantage at games like blackjack and roulette.
            

            
            That 5 percent disadvantage doesn’t seem like a lot, until you sit at a table for four or five hours, watching your chip stack
               slowly dwindle away. The casinos know this and they want to give you, at the very least, some entertainment value while they
               drain your wallet. This is why I’ve never been able to get comped while in Vegas: I don’t play at the tables long enough.
               Plus I play poker, which is a money loser for casinos.
            

            
            If you walk up to the roulette table and bet on black or red, you’ve got slightly less than a fifty-fifty chance of doubling
               your money thanks to those pesky green numbers that are neither red nor black—they are the house’s advantage against the coin
               flippers.
            

            
            Why then, if we have very predictable ways to double your money, like index funds and roulette tables, would we ever put our
               money into unproven startups?
            

            
            The answer is simple: if a startup in which you are an early enough investor becomes a unicorn—a company valued at $1 billion—you
               will return life-changing money.
            

            
         
         
            A Typical Angel Investor Scenario

            Let’s run the numbers. In the United States, being an “accredited investor” means you are, in the eyes of the Securities and
               Exchange Commission, smart enough to invest in very risky things like startups.
            

            
            According to the SEC, an accredited investor includes anyone who:
            

            
            
               	earned income that exceeded $200,000 (or $300,000 together with a spouse) in each of the prior two years, and reasonably expects
                  the same for the current year, OR

               
               	has a net worth over $1 million, either alone or together with a spouse (excluding the value of the person’s primary residence).

               
            

            
            This next section will walk through how an accredited investor with a net worth of $2.5 million might get into angel investing.
               If your net worth is much lower than that, don’t worry! Later chapters explain how you can leverage smaller amounts of capital
               to get in the game, and these lessons will still be just as important for your success.
            

            
            In this scenario, if you had $2.5 million in cash in your bank account and you put it into a fund that returned on average
               7 percent a year after taxes and fees, you would double your money every ten years.
            

            
            If you decided to take 10 percent of your net worth—$250,000—and angel invest it in $5,000 increments, then you have the ability
               to make fifty investments.
            

            
            If one of those fifty companies becomes worth $10 billion, that $5,000 you invested in their angel round when they were worth
               just $5 million could have a return of a thousand times your investment. That means you would return $5 million.
            

            
            You would have bought one-tenth of 1 percent of the startup in the angel round and owned one-tenth of 1 percent by the end
               when it went public or was bought.
            

            
            However, there is one rub: your shares can be “diluted” over time as the company sells more shares to other investors. The
               impact of dilution can be mitigated against if you take your “pro rata” in future rounds.
            

            
            Pro rata means you continue to invest additional money in each subsequent round to maintain your original percentage ownership
               in a company. It’s generally a good idea, but it can get very, very expensive if you hit a major unicorn.
            

            
            If you didn’t take your pro rata in this scenario, my guess is your shares would have been diluted by about 50 percent over
               time. This means you would own 5 BPS, one-twentieth of 1 percent of this amazing startup worth $10 billion—or $2.5 million.
            

            
            In the limited and early research done on unicorns—again the $1 billion companies we’re looking for—there seem to be a dozen
               or two unicorns created every year. There are a dozen or so decacorns that have been created in the past decade or so ($10
               billion companies or more) including Uber, Xiaomi, Didi Chuxing, Airbnb, Palantir, Snapchat, WeWork, SpaceX, Pinterest, and
               Dropbox. It seems that every decade or so a $100 billion startup is born. These include: Apple, Cisco, Microsoft, Google,
               and Facebook.
            

            
            Now, let’s say you hit no unicorns and 70 percent of your investments return zero. I’ve hit three unicorns in my first fifty
               investments (two were in my first five investments), but let’s say you really suck at this and you hit no unicorns.
            

            
            You will have burned $5,000 in each of thirty-five of your investments (70 percent of the 50 investments = 35 deals). That’s
               a whopping $175,000 of your invested $250,000 up in smoke. However, it’s only 7 percent of your liquid net worth, which we
               said earlier was $2.5 million.
            

            
            I think you can live with a 7 percent decline in net worth, can’t you? That’s not a huge disaster—you won’t be out on the
               street, but you will have taken fifty swings for the fences!
            

            
            If the last fifteen investments get some return, that 7 percent could be reduced. Here’s what I would consider a likely scenario:

            
            
               	Five investments return your capital, so you get $25,000 back.

               
               	Seven investments return two times your capital, so you get back say $70,000.

               
               	Now you’ve only lost $140,000, or 5.6 percent of your liquid net worth.

               
            

            
            If the final three investments do well, in the way technology investments tend to do, you might see the following:

            
            
               	One investment returns five times your outlay, for $25,000.

               
               	One investment returns ten times your outlay, for $50,000.

               
               	One investment returns twenty times your outlay, for $100,000.

               
               	Now, without any outlandish prediction, you’ve returned $315,000—you’re up $65,000!

               
            

            
            So, if you have a net worth of $2.5 million and are thinking about becoming an angel investor, you’re basically looking at
               a likely, worst-case scenario of losing 7 percent, but realistically being somewhere in the range of losing 1 to 3 percent
               to gaining 20 percent.
            

            
            To me, that’s massive downside protection. It’s as if the casino told you that you could multiply your money by a thousand
               or ten thousand or you could lose 7 percent of your money—how is that possible?!
            

            
            Of course, you could screw up and return zero—you are investing in highly volatile private companies. If you can’t handle
               losing all your angel investments, I suggest putting this book down now.
            

            
         
         
            What’s the Downside?

            Well, you’ve got to find fifty exceptional companies to invest in, and I invest in only one out of every hundred I look at.
               That means you need to look at five thousand startups over five years to place your bets—that’s twenty startups per week.
               That’s easily twenty to thirty hours of your life every week.
            

            
            If you want to be in this game, you have to do the work.
            

            
            I will show you how to do the work.

            
            In chapter 11, I’ll tell you how to get deal flow, how to find founders to meet with. In chapter 17, I’ll tell you what I
               look for in a founder. And in chapter 18, I’ll teach you what you need to ask founders when you meet with them.
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