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introduction

for potential investors. In the response to the trend of companies

Companies in the United States are staying private longer.1

staying private longer, a number of secondary private-company

During the period 1996-2000, the average company completing

marketplaces have evolved to facilitate transactions between

an initial public offering (IPO) was 6 years old at the time of

employees or early stage investors wishing to liquidate a portion

the offering. In the early 2000s, the average age rose to 8 years.

of their holdings and qualified buyers. Buyers generally include

Following the financial crisis, it increased to 10 years. At the same

wealthy individuals, venture-capital firms, hedge funds, private-

time, the value of private companies has increased. Currently,

equity firms, and institutional investors.7

2

almost 200 companies globally have a private-market valuation

Private-company marketplaces, however, are not uniform in

above $1 billion. The largest 15 of these are collectively valued at

their approach to facilitating transactions in private-company

$300 billion.3

securities, and the various players have developed somewhat

The trend of staying private longer has important implications
for companies and their employees. Equity compensation is a

different platforms to meet customer needs. Examples include the
following:

significant component of pre-IPO pay packages. It is used to align

SharesPost. SharesPost, founded in 2009, is one of the oldest

the interests of employees and owners by tying compensation to

private-company marketplaces. A member of the Financial

firm profitability and performance.4 Equity awards are used to

Industry Regulatory Authority (FINRA) and the Securities Investor

attract employees who are more optimistic about a firm’s prospects,

Protection Corporation (SIPC), SharesPost functions as an over-

have a higher tolerance for risk (i.e., are more risk-seeking), and

the-counter marketplace where sellers list securities available

5

have potentially greater motivation to pursue firm objectives.

for sale. It employs private securities specialists to help navigate

Because equity awards in a private company are generally illiquid

company restrictions on the sale of stock, including any right-of-

(i.e., there is not an active market for selling these equity awards),

first refusal on tendered shares. It also provides basic information

they also serve as a retention tool in that employees generally

on securities, such as minimum sales price, historical volume and

must remain with the company until a liquidation event (sale or

price data, and financial reports if available. Buyers generally must

IPO) in order to convert these awards to cash.6

meet the accreditation standards of the Securities and Exchange

With companies staying private longer, employees holding

Commission.8 Buyers have the option of working with third-

equity in these firms are restricted from monetizing an illiquid

party brokers to arrange a transaction but are not required to do

asset that they might need to support their cost of living. As the

so.9 SharesPost currently has an inventory of $3 billion in private-

value of the company rises, they are also exposed to a concentrated

company shares available for sale.10 In addition to its marketplace

investment portfolio with a significant portion of their net worth

offerings, SharesPost facilitates direct investment into late-stage

invested in a single company and no readily accessible public

venture-backed companies through its SharesPost 100 closed-end

market mechanism through which to diversify.

fund.11
Equidate. Equidate, founded in 2014, uses an active order book

Secondary Markets for Private Companies

to provide liquidity for private company employees and allows

The pre-IPO marketplace has traditionally been dominated by

customers to submit bid, ask, and limit orders—a practice closer

networks of venture-capital firms, private placement agents,

to how public equity exchanges function. Equidate partners with

brokers, and banks. These markets have historically been

sophisticated investors (such as venture capital firms and hedge

fragmented and opaque, severely limiting access and transparency

funds) to facilitate transactions. They also work directly with

Stanford Closer LOOK series

1

Cashing It In

companies (such as Spotify) to implement company-approved

jobs in order to fund these events. Allowing employees to sell a

liquidity programs for their employees. Equidate contracts with

portion of their vested awards might be required for retention.18

an affiliated broker-dealer and outside law firm to facilitate

It might also reduce pressure on companies to complete an IPO.19

transactions, and charges each side of the transaction a 5 percent

At the same time, employees who sell equity awards in private-

12

company securities that are not registered with the SEC might not

EquityZen. EquityZen sources deals from private companies

get a “fair” price for their investment, based on previous funding

and markets them at specific price offerings to investors through

valuations or what they would get through an IPO or acquisition.20

their website and email marketing. Sellers (individuals or a pool)

The illiquidity risk of owning these securities transfers to any new

register to offer securities (minimum of $150,000 required per

owner, who would likely require a discount in the purchase price

security), and accredited buyers browse offerings (minimum

as compensation. Brokerage commissions and transaction fees

commitment size of $20,000). EquityZen acts as broker in

further reduce the net proceeds of a sale.21

fee.

arranging transactions and charges commissions of 3 to 5 percent

Perhaps more important for the company is that allowing

that depend on the size of the transaction. After buyers are

the sale of vested equity awards potentially distorts employee

identified, EquityZen contacts the company for approval and, if

incentives.

approved, the transaction is processed and settled (see Exhibit 1).

companies decide on the correct mix of cash and equity to attract,

EquityZen has closed over 4,750 transactions since 2013.13

retain, and motivate employees to pursue company objectives. An

In

structuring

their

compensation

programs,

NASDAQ Private Market. NASDAQ Private Market is a

employee who is allowed to sell vested equity awards is effectively

software-as-a-service (SaaS) company that provides transaction

being allowed to convert variable, performance-based pay to a

software to private companies for structured sales programs, in

fixed amount of cash, significantly reducing (and distorting) the

which a private company coordinates the sale of shares for its

future incentive value of the compensation program.22

employees and investors.14 Structured sales programs allow a
company to impose guidelines, limitations, or restrictions around

Employee Equity Sales Practices at Private Companies

the sale of stock, approve individual transactions if necessary,

To understand how private companies manage these issues,

and determine the price-setting mechanism (fixed-price tender,

we surveyed 34 companies predominantly in technology and

negotiated, or Dutch Auction).

15

In 2017, NASDAQ Private

services-related industries.23

Market arranged $3.2 billion in private transactions through

The practice of granting equity-based compensation is

51 company programs. It has arranged over 15,350 individual

common among the private companies in our sample. The

transactions since initiating the structured sales program in 2013.

majority of companies grant equity-based awards to a large

Approximately three-quarters of sellers are current employees.

percentage of their employee base, spread widely throughout the

16

Securities sold through these marketplaces are not registered

organization. Furthermore, these awards are an important part of

with the SEC and are not subject to its regulations and protections

their overall compensation program and are intended to provide

(apart from anti-fraud protections). In particular, companies

the majority of the incentive value of variable pay (see Exhibit 2

whose securities are not registered are not required to comply

for details).

with the comprehensive financial reporting and disclosure
regulations that govern publicly traded companies.

17

Impact on Companies and Employees
From the standpoint of a company, allowing employees to sell

Perhaps for this reason, companies are divided in terms of
whether they allow employees to sell or pledge a portion of their
vested equity awards. Just under half (44 percent) say they allow
employees to sell or pledge their shares, while just over half (56
percent) do not allow this practice.

some or all of their vested equity awards through private-company

Among those that allow sales, two-thirds (67 percent) allow

marketplaces offers both benefits and risks. The illiquidity

employees to sell shares back to the company, 40 percent allow

of significant sums of money can put a potential hardship on

them to sell shares on a secondary private-company marketplace

employees, which are amplified if the employee had expected the

like those described above, 47 percent allow them to sell to third

company to complete an IPO in a shorter timeframe. Employees

parties not through a private-company exchange, and 7 percent

who anticipated being able to realize value from vested equity

allow them to pledge their shares as collateral for a loan. None of

awards to fund major life events—such as the purchase of a home,

the companies in our sample allow employees to sell participation

marriage, or the raising of children—might be compelled to change

rights in the appreciation of their stock without selling the
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underlying security. Although we did not ask explicitly, many
respondents specified that their company has right of first refusal
on the shares.

players involved in the space to continue to grow.
Because many employees sell their shares through secondary,
private-company marketplaces, it is interesting to consider the

These companies also offer fairly wide leeway to employees

pricing that employees receive for their holdings. To do so, we

in the timing of these sales. Forty-one percent allow employees to

received a sample of trading data from SharesPost. The sample

sell during the course of their continued employment; 53 percent

includes $1.1 billion in transaction volume, comprising 130

allow sales at or around their departure from the company; and

private companies over the six-year period 2011-2016 (see Exhibit

77 percent allow employees to sell after departing. In addition, 40

4).25

percent allow employees to sell continuously at their own election,

Individuals make up the largest portion of both the buyer

while 60 percent allow sales on an ad hoc basis, determined by the

and seller populations in our sample.26 Individuals comprise 87

board.

percent of the known-seller population, based on total transaction

Companies vary widely in terms of the limitations or

dollar amounts; institutions only 13 percent.27 Individuals

restrictions they place on employee stock sales. Respondents

comprise an even larger portion (95 percent) of the known-

mention a variety of restrictions, such as only allowing employees

seller population based on number of transactions. The average

to sell 20 to 25 percent of their vested shares and only allowing

individual transaction size is surprisingly large: $254,000. The

sales after a minimum elapsed tenure of employment (3 or 4 years

average institutional transaction size is $731,000 (see Exhibit 5).

with the company). Some only allow stock sales at a change of

The

known-buyer

population

is

similarly

distributed,

control, termination of employment, or based on an evaluation of

although somewhat less skewed toward individual investors.28

the individual employee’s contribution to the firm. One company

Seventy-four percent of known buyers are individuals, based

charges employees a processing fee for shares sold to a third

on transaction dollar amounts; 26 percent are institutions (see

party because of the associated paperwork required of company

Exhibit 6).

officials.

Prices are fairly volatile but not significantly more so than

Employee stock sales are approved by the board of directors (41

similar company prices on public exchanges. The average (median)

percent of respondents), the CFO (18 percent), CEO (14 percent),

spread between the high and low price for a subsample of “well-

general counsel (9 percent), or human resources department (5

known” individual companies is 70 percent (23 percent – see

percent). Fourteen percent do not require company approval.

Exhibit 7).

Private-Company Marketplace Data

for investors in these markets can be substantial. Based on a

To consider the overall market size and the competitive landscape

subsample of companies that went public in the year following

of private-company secondary markets, we collected 2017

the transaction, the average (median) seller sold equity holdings at

transaction data from SharesPost, Equidate, EquityZen, and

a 39 percent (47 percent) discount to subsequent IPO pricing (see

NASDAQ Private Market (see Exhibit 3).24 Two things become

Exhibit 8).29

Finally, individual transaction data suggests that returns

apparent in looking at these numbers. First, the overall size of

The reasonableness of these discounts is subject to debate.

the market is significant. Over $4 billion in transaction volume

On one hand, these discounts suggest that employees forfeit

was executed by these four liquidity providers alone in 2017.

considerable value by selling prior to IPO. On the other hand,

Second, consistent with these firms serving different liquidity

research studies offer some justification for significant discounts

needs and clientele, there appears to be a large degree of

in illiquid securities. Studies have shown that when employees

variation in transaction volume and deal size. For instance, while

have restrictions on the ability to sell shares, they are willing to

NASDAQ Private Market aids in large scale liquidity programs,

forgo substantial returns to diversify the risk of their personal

totaling approximately $3.2 billion, they only provided liquidity

wealth. Kahl, Liu, and Longstaff (2003) estimate that when a stock

in 51 company securities. In contrast, EquityZen makes up a

is restricted for five years and represents half of an individual’s

significantly smaller total dollar amount of transaction volume,

personal wealth, the investor might gain (in terms of consumption

at $50-100 million, but provided liquidity in approximately

needs and diversification) by selling stock for 30 to 80 percent of

100 to 150 company stocks in 2017. As this market matures, it

its unrestricted value. The authors note that discounts may be

is reasonable to expect the total market size and the number of

“significantly higher when nearly all of the entrepreneur’s wealth
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1

is tied up in restricted shares and when the entrepreneur is not
able to hedge his restricted shares with offsetting stock market
positions.”30 Similarly, studies show that buyers demand significant
market discounts because of illiquidity, poor information, and the
inherent riskiness of the companies trading in pre-IPO markets.31
Why This Matters
1. Companies use equity awards to attract, retain, and motivate
high-performing and risk-seeking employees who work to
increase firm value. However, when companies stay private
longer, the incentive value of those awards can change as
employees are left holding a large and illiquid investment that
they cannot monetize or diversify.
•

Should private companies allow employees to monetize a
portion of their equity awards prior to an IPO or liquidity
event?

•

If so, what restrictions should they consider to ensure that the
performance-value of the overall compensation program is
not reduced?

•

Should all employees be allowed to participate, or only
employees above or below a certain level?

•

Who within the company—the board or senior management—
should determine the timing, scope, and terms of a sales
program?

2. Secondary private-company exchanges exist to facilitate
transactions between private-company investors who want to
sell their holdings and outside investors who want exposure
to potentially attractive investments in pre-IPO companies.
Securities sold through these marketplaces are not registered
with the SEC and are not required to comply with its disclosure
practices. Furthermore, pricing data suggests that some
employees and inside investors sacrifice a significant amount
of “upside” by selling shares at a large discount to subsequent
IPO pricing.
•

Would this discount be reduced (therefore benefiting employees)
if the SEC took steps to boost the size and liquidity of these
markets (i.e., through increased disclosure requirements)?
Or would doing so discourage more companies from going
public by providing a more attractive (less regulated) means of
providing liquidity to employees and inside investors?

•

Does the growth of these markets suggest that the regulatory
requirements

of

public

exchanges

have

become

too

burdensome?
•

Do private-company exchanges allow companies to stay
private longer? If so, what impact does this have on investor
returns and the distribution of wealth between privatecompany investors and public company investors? 
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During the 1980-2000 period, an average of 310 companies went
public in the U.S. per year; between 2000 and 2012, the average fell to
99 companies. Researchers are uncertain of the reason for the decline,
although evidence suggests that a need for larger scale to compete
globally, increased acquisitiveness by large corporations, greater
availability of pre-IPO equity funding, and the increased regulatory
requirements of being publicly listed are potential contributing factors.
See Xiaohui Gao, Jay R. Ritter, and Zhongyan Zhu, “Where Have All the
IPOs Gone?” Journal of Financial and Quantitative Analysis (2013); and
Michelle Lowry, Roni Michaely, and Ekaterina Volkova, “Initial Public
Offerings: A Synthesis of the Literature and Directions for Future
Research,” Social Science Research Network (2017).
2
Jay R. Ritter, “Initial Public Offerings: Median Age of IPOs Through
2016,” (April 24, 2017).
3
CB insights: Unicorn Trend Webinar. Data as of February 2017.
4
See John E. Core, Wayne R. Guay, and David F. Larcker, “Executive
Equity Compensation and Incentives: A Survey,” FRBNY Economic Policy
Review (2003).
5
Paul Oyer and Scott Schaefer, “Why Do Some Firms Give Stock Options
to All Employees? An Empirical Examination of Alternative Theories,”
NBER Working Paper Series (2004).
6
Research also indicates that equity awards are not necessarily
economically efficient forms of compensation. This occurs because
the expected cost to the firm of granting stock can be larger than the
perceived value of an option to the employee. Some studies suggest
that employees value stock options at only half of their Black-Scholes
valuation at the grant date. As a result, companies are generally
compelled by the market to grant more in equity awards to replace a
given value of cash compensation. See Richard A. Lambert, David F.
Larcker, and Robert E. Verrecchia, “Portfolio Considerations in Valuing
Executive Compensation,” Journal of Accounting Research (1991).
7
For a detailed description of the evolution of these markets, see
Elizabeth Pollman, “Information Issues on Wall Street 2.0,” University of
Pennsylvania Law Review (2012); and Darian M. Ibrahim, “The New Exit
in Venture Capital,” Vanderbilt Law Review (January 2012).
8
Accredited investors are those eligible to purchase generally individuals
with earned income above $200,000 (or $300,000 together with a
spouse) or a net worth of $1 million (excluding the value of a primary
residence). See Securities and Exchange Commission, “Investor Bulletin:
Accredited Investors,” (September 23, 2013), available at: https://www.
investor.gov/additional-resources/news-alerts/alerts-bulletins/
investor-bulletin-accredited-investors.
9
Brokers have come under scrutiny in the broad private placement market
for aggressive behavior in pursuit of commissions that are significantly
higher than those available in liquid, public markets. See Jean Eaglesham
and Coulter Jones, “Private Placements Draw Troubled Brokers,” The
Wall Street Journal (June 25, 2018).
10
SharesPost,
available
at:
https://sharespost.com/solutions/
investors/.
11
SharesPost 100 Fund, available at: https://sharespost.com/
sharespost-100-fund/.
12
Equidate, available at: https://equidateinc.com/.
13
EquityZen, available at: https://equityzen.com/faq/.
14
NASDAQ Private Market calls these “Structured Liquidity Programs.”
15
A fixed-price tender offer is a one-time offer to sell or purchase a
specified number of shares in a company at a set price. In a negotiated
market, buyers and seller negotiate the volume of shares and transaction
price directly or through a broker. In a Dutch Auction, a seller offers to
sell a specific number of shares within a price range; buyers specify the
price within this range that they are willing to acquire shares and the
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seller sells the shares at the highest price that satisfies the total order
volume. (A Dutch auction can also be structured as a purchase of a
specific number of shares, and the price is set at the lowest price that
satisfies the order.)
16
The exchange was founded in 2004 under the name SecondMarket and
was acquired by NASDAQ in 2015. Statistics from: NASDAQ Private
Market, “Secondary Market 2017 Retrospective,” (2018).
17
See Securities and Exchange Commission, “Investor Bulletin: Private
Placements Under Regulation D,” (September 24, 2014), available at:
h t t p s : / / w w w . s e c . g o v /o i e a / i n v e s t o r - a l e r t s - b u l l e t i n s / i b _
privateplacements.html.
18
A tight labor market for specific technical skills in the technology
industry makes it relatively easy for certain employee groups to change
jobs or threaten to change jobs.
19
Ibrahim (2012) argues that the illiquidity of private-company equity
ownership decreased governance quality because investors have no
credible means of threatening to withdraw from a firm when managers
underperform. See Ibrahim (2012), loc. cit.
20
Limited disclosure contributes to difficulties arriving at a fair price.
Some researchers also highlight the potential for employee insider
trading, although there is little evidence that this occurs. Privatecompany marketplaces try to mitigate the risk of limited disclosure
by facilitating research and information about individual companies.
However, the marketplaces are limited by the amount of financial
information provided by the company itself. See Pollman (2012), loc. cit.
21
Companies also need to ensure that they do not run afoul of securities
regulations that limit the number of investors who own shares in their
company. Current SEC regulations require that private companies
have no more than 2,000 individual investors, or 500 investors who are
not accredited. See Securities and Exchange Commission, “Changes to
Exchange Act Registration Requirements to Implement Title V and Title
VI of the JOBS Act,” (May 24, 2016), available at: https://www.sec.
gov/info/smallbus/secg/jobs-act-section-12g-small-businesscompliance-guide.htm.
22
The impact of liquidity on compensation mix is uncertain. To the extent
that secondary markets increase liquidity, it is possible that employee
shares increase in value. If this is the case, companies should be
required to provide fewer shares or options to employees. Conversely,
it is possible that as shares become more liquid, companies are more
likely to include them in the compensation mix and they will increase
in prevalence. Jayaraman and Milbourn (2012) find some evidence that
this occurs. They show that as stock liquidity goes up, the proportion
of equity-based compensation in total compensation increases while
the proportion of cash-based compensation decreases. See Sudarshan
Jayaraman and Todd T. Milbourn, “The Role of Stock Liquidity in
Executive Compensation,” The Accounting Review (2012).
23
Sample includes 34 private companies with an average (median)
founding date of 2003 (2004). Nine percent have revenue below $50
million, 24 percent between $50 and $100 million, 61 percent between
$100 and $500 million, and 6 percent over $500 million. Six percent
of the individuals responding to the survey are the founder of the
company, 24 percent CEO or president, 38 percent CFO, 21 percent
general counsel, 12 percent human resources or other officer. Forty-one
percent of the companies in the sample are venture-capital funded, 32
percent private-equity funded, 9 percent a mix of VC and private equity
funded, and 18 percent funded by other private owners. The survey was
conducted between April and June 2018.
24
Note that although these companies make up some of the largest
liquidity providers in the space, there are a number of omitted firms
for which we do not have data (i.e. Carta, SeedInvest, and Start Engine).
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It is also important to note that these numbers are self-reported, and
therefore, their accuracy cannot be verified.
25
Individual transaction data was anonymized so that no private
information could be used to determine the identify of either party in the
transaction. No compensation was paid to or received from SharesPost
in the course of this study. The authors would like to thank SharesPost
for making a sample of data available for research purposes.
26
We did not have information to determine whether individual sellers
were employees or other individual investors (such as angel investors).
27
A large portion (31 percent) of the total seller population is unspecified
and excluded from the known-seller population.
28
A quarter (25 percent) of the total buyer population is unspecified and
excluded from the known-buyer population.
29
Note this subsample is inherently biased as it only includes returns for
companies that successfully completed an initial public offering.
30
See Matthias Kahl, Jun Liu, and Francis A. Longstaff, “Paper millionaires:
how valuable is stock to a stockholder who is restricted from selling it?,”
Journal of Financial Economics (2003).
31
This is referred to in the research literature as a “liquidity discount.”
See Yakov Amihud and Haim Mendelson, “Asset Pricing and the BidAsk Spread,” Journal of Financial Economics (1986); see also, Richard
A. Lambert, Christian Leuz, and Robert E. Verrecchia, “Information
Asymmetry, Information Precision, and the Cost of Capital,” Review of
Finance (2011).
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University. Brian Tayan is a researcher with Stanford’s Corporate
Governance Research Initiative. Edward Watts is a PhD candidate in
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Tayan are coauthors of the books Corporate Governance Matters and
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and Asa Lieberman at EquityZen for providing data in support of these
materials. The authors would also like to thank Sohail Prasad at Equidate
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these materials. No payments were made in conjunction with this work.
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Corporate Governance at Stanford University. For more information, visit:
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Exhibit 1 — Private-Company Marketplace Transaction Process

Source: Adapted from EquityZen.
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Exhibit 2 — Private-Company Employee Stock Sales Practices: Descriptive Statistics

Approximately what percent of employees (including executives) in your company are granted stockbased compensation awards as part of their total compensation package?

6%
18%

76% to 100%
51% to 75%
26% to 50%

6%

11% to 25%
59%

1% to 10%

9%

None
3%

What levels of employees are granted stock-based compensation awards in your company?

CEO

94%

C-suite

94%

VPs

91%

Directors

85%

Managers

79%

Exempt

71%

Nonexempt

56%
0%

Stanford Closer LOOK series
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Exhibit 2 — continued

How do your non-equity compensation elements compare with market levels?

6%

>75th Percentile

6%
21%
76%

50th - 75th Percentile

41%
58%
18%

25th - 50th Percentile

29%
18%
0%

<25th Percentile

24%
3%

0%
Base Salary

20%
Cash Bonus

40%

60%

80%

Benefits/Perquisites

Are employees allowed to sell or pledge some or all of their vested equity holdings in the company?

67%

Sell shares back to the company

Sell shares on a secondary, private-company
market

Yes

44%

Sell shares to a third party not through a privatecompany market

Sell participation rights in the appreciation of their
stock without selling the underlying security

No

40%

47%

0%

56%

7%

Pledge their shares as collateral for a loan

0%

20%
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40%

60%
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Exhibit 2 — continued

When are employees or executives allowed to engage in these transactions?

During their continued employment at the
company

41%

53%

At or around their departure from the company

77%

After their departure from the company

0%

20%

40%

60%

80%

100%

When are these transactions allowed?

40%

Continuously at the employee's election

Fixed number of times per year

0%

Ad hoc as determined by the board or
management

60%

0%

20%

40%

60%

80%

Who approves these transactions?
5%
9%

14%
No approval is required
Board of directors

18%

CEO
CFO
General Counsel
41%

HR Department

14%

Source: Proprietary survey conducted by the authors between April and June 2018. Sample includes 34 private companies.
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Exhibit 3 — Private-Company Marketplaces: Industry Volume (2017)

Marketplace
NASDAQ Private Market
SharesPost
Equidate
EquityZen

Total Transaction Dollars
$3.2 bn
$300+ mm
$500+ mm*
$50-100 mm

Number of Transactions
n/a
392
n/a
2000-2500

Number of Company
Securities
51
34
n/a
100-150

* Note: Equidate total transaction dollars for trailing 12 months ending August 2018.
Source: SharesPost and EquityZen data provided by the companies; NASDAQ Private Market and Equidate data provided on their websites.
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Exhibit 4 — Private-Company Marketplaces: Monthly Transaction Volume Data (SharesPost)

$140,000,000
$120,000,000
$100,000,000
$80,000,000
$60,000,000
$40,000,000
$20,000,000

Oct-16

Jul-16

Apr-16

Jan-16

Oct-15

Jul-15

Apr-15

Jan-15

Oct-14

Jul-14

Apr-14

Jan-14

Oct-13

Jul-13

Apr-13

Jan-13

Oct-12

Jul-12

Apr-12

Jan-12

Oct-11

Jul-11

Apr-11

Jan-11

$-

Sample includes $1.1 billion in transaction volume for shares of 130 private companies between 2011 and 2016.
Note: Facebook completed its IPO in May 2012.
Source: SharesPost.
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Exhibit 5 — Private-Company Marketplaces: Seller Information (SharesPost)

Seller Type

Total Transaction Dollars

Number of Transactions

Average Transaction

Individual

$

690,646,341

2,714 $

254,475

Institution

$

100,090,960

137 $

730,591

Unspecified/Other

$

353,837,112

410 $

863,017

Known Seller Distribution – By Transaction Dollar Size

13%

Individual
Institutional

87%

Known Seller Distribution – By Number of Transactions

5%

Individual
Institutional

95%

Sample includes $1.1 billion in transaction volume for shares of 130 private companies between 2011 and 2016.
Note: Known seller population excludes sellers whose status as an individual or institution is unspecified.
Source: SharesPost
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Exhibit 6 — Private-Company Marketplaces: Buyer Information (SharesPost)

Buyer Type

Total Transaction Dollars

Number of Transactions

Average Transaction

Individual

$

641,063,021

1,644 $

389,941

Institution

$

220,881,589

389 $

567,819

Unspecified/Other

$

282,629,804

1,228 $

230,155

Known Buyer Distribution – By Transaction Dollar Size

26%
Individual
Institutional

74%

Known Buyer Distribution – By Number of Transactions

19%

Individual
Institutional

81%

Sample includes $1.1 billion in transaction volume for shares of 130 private companies between 2011 and 2016.
Note: Known buyer population excludes buyers whose status as an individual or institution is unspecified.
Source: SharesPost
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Exhibit 7 — Private-Company Marketplaces: Price Change Data (Max Annual Price Over Minimum Price)

1400%

1200%

1000%

800%

600%

400%

200%

0%
2011

2012

2013

2014

2015

2016

Subsample includes pricing data for 40 unique company-years.
Source: SharesPost. Calculations by the author.
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Exhibit 8 — Private-Company Marketplaces: Discount to IPO Pricing

140
120
100

Discount to IPO Price

80
60
Average 39

40
20
0

-12

-10

-8

-6

-4

-2

0
-20
-40

Months Prior to IPO

-60

Note: Based on pricing data of subsample of 58 transactions in the year prior to successful IPO. Positive values indicate that the investor sold
shares at a discount to the subsequent IPO price; negative values indicate that the investor sold shares above the subsequent IPO price.
Source: SharesPost. Calculations by the authors.
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