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The Analysis of Investment Determinants in Angel Investors:
Focus on the Financial Characteristics

Sang Chang Lee’
Byungkwon Lim™
Chun-Kyu Kim™

Abstract

This paper investigates the financial factors affecting angel investors’ investment decisions for 818 firms from 2009 to 2018 in the
Korean venture investment market. We construct a quasi-experimental design using propensity scoring matching and compare the
investment determinants between investment firms and matching firms.

The main empirical findings are as follows. First, we find that angel investors are more likely to choose firms based on a firm’s
growth such as profit and assets rather than profitability or financial stability. In addition, we identify that they prefer the firm not only
higher intangible assets but also higher R&D expenditures. Second, we find that angel investors consider both growth and activity ratios
in the firms for over three years and have entered the mid-stage of startups.

Overall, we confirm that the investment decision of angel investors mainly focuses on the venture startups’ growth trend or future
growth potential rather than the realized profitability or financial stability. We also infer that the possibility of performance creation is an

important investment factor along with growth for the mid-stage startup.

KeyWords: Angel Investor, Startup, Investment Determinants, Financial Characteristics, Propensity-Scoring matching
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