
Ve n tu re  C a p ita l A n a ly s t  | H e a lth  C a re

L
ast y e ar p ro v e d  to  b e  a re c o rd -

se ttin g  y e ar fo r h e alth  c are  an d

life  sc ie n c e s firm s with  $ 5 .6  b il-

lio n  b e in g  raise d  fro m  lim ite d  p artn e rs.

(S e e  tab le  p ag e  5 .) A ll in d ic atio n s su g -

g e st th is y e ar c o u ld  b e  ju st as stro n g  

fo r h e alth  c are  in v e sto rs in te re ste d  in

raisin g  n e w fu n d s.

E v e n with a te p id  I P O  m ark e t fo r

b io t e c h n o lo g y  c o m p an ie s , lim it e d

p artn e rs in te rv ie we d  say  h e alth  c are

firm s c o n tin u e  to  b e  th e  ste ad ie st p e r-

fo rm e rs in  th e ir p o rtfo lio s, g e n e ratin g

m o d e st to  stro n g  re tu rn s at a tim e

wh e n  m an y  t e c h n o lo g y - e x c lu s iv e

firm s still stru g g le  to  fin d  e x its fo r

th e ir c o m p an ie s.

Lim ite d  p artn e rs p re fe r to  ste e r

c le ar o f u n p ro v e n  e n titie s with  lo w c ap -

ital c o m m itm e n ts. T h e y ’ll lik e ly  c h o o se

to  fig h t fo r p ie c e s o f fu n d s m an ag e d  b y

e x p e rie n c e d  h an d s, su c h  as th o se  th at

will b e  raise d  b y  Alta Partners an d

O rb iMed  Ad v isers rath e r th an  c o m m it

to  an  u n te ste d  p artn e rsh ip .

Last y e ar, v e n tu re  firm s raisin g

first-tim e  fu n d s d re w o n ly  ab o u t $ 1 .2

b illio n , o r 2 3 % , o f th e  c ap ital c o m -

m itte d  to  h e alth  c are  fu n d s. T h e  n u m -

b e r is e v e n  le ss im p re ssiv e  wh e n  y o u

c o n sid e r C laru s Ventu res an d New

L eaf Ventu re Partners, sp in  o u ts fro m

MP M an d  S p ro u t G ro u p , re sp e c tiv e ly ,

th at ac c o u n te d  fo r $ 8 1 0  m illio n  o f

th at to tal.

T h e  g o o d  n e ws is 4 1 %  o f th e

firm s th at re p o rte d  c lo sin g s in  2 0 0 5

we re raisin g  th e ir first fu n d s, b u t th e

c ap ital c o m m itm e n ts we re  re lativ e ly

m e ag e r.

A  m an ag e r o f a fu n d  o f fu n d s su g -

g e ste d  in v e sto rs m u st in v e st e x trao rd i-

n arily  c are fu lly  wh e n  in v e stin g  in  h e alth

c are  fu n d s sin c e  m o st in v e sto rs lim it

th e ir c o m m itm e n ts to  th e  se c to r to  3 0 %

o f th e ir v e n tu re  p o rtfo lio s. T e c h n o lo g y

firm s, wh ic h  g arn e r th e  re m ain d e r o f

th e  c o m m itm e n ts, c o n tin u e  to  raise

sm alle r fu n d s as th e y  rid e  th ro u g h  th e se

tig h t tim e s.  W ith  te c h  firm s tak in g  o n

fe we r d o llars, in v e sto rs c an ’t tak e  to o

m an y  c h an c e s with  th e ir h e alth  c are

allo c atio n , th e  m an ag e r said .

T h e  c e ilin g  c o u ld  b e  lifte d  slig h t-

ly  as se v e ral larg e  d iv e rsifie d  firm s raise

n e w fu n d s. New  E nterp rise Asso c -

iates is e x p e c te d  to  raise  as m u c h  as $ 2

b illio n  fo r it s  n e w fu n d . Po laris

Ventu re Partners is e x p e c te d  to  b e  in

th e  m ark e t with  a fo llo w u p  to  th e

$ 9 0 0  m illio n  fu n d  it raise d  in  2 0 0 1 .

Lim ite d  p artn e rs are  p lac in g  b ig -

g e r b e ts o n  v e n tu re  firm s with  larg e

e n o u g h  fu n d s  to  m ak e  late - s tag e

in v e s tm e n ts . Fittin g ly , 4 5 %  o f th e  

c ap ital c o m m itte d  we n t to  firm s m an -

ag in g  fu n d s th at will b e  in v e ste d  in

c o m p an ie s re q u irin g  late -stag e  c ap ital.

T h e  re m ain in g  c ap ital, 3 5 % , we n t to

firm s  m an ag in g  m u lti- s tag e  fu n d s ,

alth o u g h  m o st o f th o se  d o llars lik e ly

will g o  in to  m o re  m atu re  v e n tu re s.

Ve n tu re  firm s se llin g  e arly -stag e

strate g ie s ac c o u n te d  fo r n e arly  h alf th e

c lo sin g s in  2 0 0 5 , b u t o n ly  o n e -fifth  o f

th e  c ap ital c o m m itte d  we n t to  th o se

firm s.

By Tom Salemi

Fo u n d ry  Fo u n d e rs  L o o k
O p p o rtu n ity  In  T h e  E y e

T h ro u g h  T h e  Fo u n d ry , th e ir m e d -

ic al d e v ic e  in c u b ato r, Mo rg enth aler

Ventu res an d  m e m b e rs o f S p lit R o c k

Partners h av e  lau n c h e d  start-u p s tar-

g e tin g  fie ld s  s u c h  as h e art failu re ,

m ig rain e s, stro k e  an d  e m p h y se m a.

N o w, th e y ’v e  u se d  T h e  Fo u n d ry

as a m o d e l fo r a n e w in c u b ato r th at

will c re ate  c o m p an ie s in  an o th e r larg e

m ark e t: v isio n  d iso rd e rs. S p lit R o c k

an d  Mo rg e n th ale r te am e d  u p  with

Versant Ventu res in  O c to b e r to  fo rm

th e  in c u b ato r, c alle d  F o rS ig h t L ab s

L L C , wh ic h  o p e rate s  o u t  o f T h e

Fo u n d ry ’s Me n lo  P ark  o ffic e s.

T h e  firm s p lan  to  ru n  Fo rS ig h t to

c re ate  an  av e rag e  o f o n e  n e w c o m p an y

p e r y e ar, with  e ac h  firm  c o n trib u tin g

start-u p  fu n d s. A fte r h o n in g  a n e w

c o m p an y ’s te c h n o lo g y  an d  fo c u s in  th e

in c u b ato r, th e  firm s wo u ld  raise  a se c -

o n d  ro u n d  fo r th e  c o m p an y — le d  b y

an  o u tsid e  in v e sto r— an d  h ire  a C E O ,

if th e y  h av e n ’t alre ad y . 

S p lit  R o c k , Mo rg e n th ale r an d

Ve rsan t te am e d  u p  in  O c to b e r to  p ro -

v id e  $ 2 .4  m illio n  in  firs t - ro u n d

fin an c in g  fo r Fo rS ig h t’s first c o m p an y ,

wh ic h  will e v alu ate  fo u r p o te n tial

v isio n  m ark e ts b e fo re  se ttlin g  o n  o n e

to  p u rsu e . T h e  n e w in c u b ato r e x p e c ts

to  fo c u s o n  m ark e ts th at th e  firm s se e

as p o o rly  s e rv e d  b y  e x is tin g  tre at-

m e n ts, in c lu d in g  g lau c o m a an d  ag e -

re late d  m ac u lar d e g e n e ratio n .

W h ile  Fo rS ig h t re p re s e n ts  th e

firs t fo ray  in to  v isio n  d iso rd e rs fo r

Mo rg e n th ale r an d  S p lit R o c k , it’s n o t

n e w to  Ve rsan t Ve n tu re s Man ag in g

D ire c to r W illiam  J. Lin k , wh o  p re v i-

o u s ly  was th e  fo u n d e r o f C h iro n

Visio n , a C h iro n  C o rp . su b sid iary  th at

was ac q u ire d  b y  B au sc h  &  Lo m b  In c .

in  1 9 9 7 . H e  h as also  in v e ste d  in  n u m e r-

o u s v isio n -d iso rd e r d e v ic e  c o m p an ie s,

in c lu d in g E y eo nic s Inc ., A liso  Vie jo ,

C alif., wh ic h  s e lls  ac c o m m o d ativ e

in trao c u lar le n se s, an d  Glau k o s C o rp .,

a Lag u n a H ills, C alif., d e v e lo p e r o f a

tre atm e n t fo r g lau c o m a. 

T h e ir ab ility  to  p artn e r with  Lin k

an d  an o th e r e x p e rt, D r. E u g e n e  d e

Ju an  Jr., a re tin al su rg e o n  an d  e n tre -

p re n e u r, s p u rre d  Mo rg e n th ale r an d

S p lit R o c k  to  lau n c h  Fo rS ig h t. D e

Ju an , wh o  n o w d iv id e s  h is  t im e

U P F R O N T

H e a lth  C a re  Firm s  T a p  L P s  Fo r $ 5 .6 B  In  0 5 ,
N e w  Fu n d s  C a n   E x p e c t W a rm  R e c e p tio n
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between ForSight, where he now

serves as CEO, and the U niversity of

California, San Francisco, where he is

a professor, has worked with numer-

ous life sciences companies, including

InnoRx Inc., a drug-delivery company

he founded that was acquired by pub-

licly held SurModics Inc. last January.

The firms also decided that the

markets for vision disorders and car-

diovascular diseases—the main focus

of The Foundry—were different

enough to warrant creating a separate

incubator dedicated to vision.

ForSight is expected to consider

several vision disorders, including

glaucoma, which affects three million

Americans, and the more than 1.5

million people in the U .S. who suffer

from the wet form of age-related mac-

ular degeneration, the leading cause of

severe vision loss and blindness in peo-

ple over 50.  

While the numbers of people with

vision problems is a lure, the market is

also attractive because of technological

innovations that promise to lead to

better treatments, said Morgenthaler

General Partner Robert C. Bellas Jr.

Developments of better polymer and

nanotechnologies, he said, could aid

the development of solutions for glau-

coma and other conditions. 

ForSight and other companies

targeting these conditions will need to

consider developing similarly complex

therapies in order to truly improve

treatment, de Juan said. In many cases,

these products will combine medical

devices and drugs. “We’re not going to

have very many simple medical

devices,”  he said. “Often, they’re going

to be drug-delivery devices, or devices

that are enhanced with drug-eluting

coatings and the like.”

That means ForSight may find

itself collaborating with biotech com-

panies or working with drugs that

have come off patent. It also may

mean that ForSight’s start-ups will

have to wade through a more lengthy

and complex regulatory process in

order to get their products approved.

The FDA often requires that drug-

device combination products earn the

blessing of the agency’s drug and

device centers, for example. 

By Brian  G ormley

TPG  Hire Will S pearhead
Effort Into Asian Ventures

With the addition of Simba Gill to

its investment team, TPG Ventures

expects to establish a beachhead in Asia

for life sciences venture investments.

Splitting his time between offices

in San Francisco and Hong K ong, Gill

will wear two hats at the firm: as entre-

preneur-in-residence, he will work to
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incubate a still undisclosed business;

and as a venture partner, he will con-

duct due diligence to seek out other

life sciences opportunities for TPG’s

$550 million VC fund.

Managing Director Bill McGlas-

han described Gill as “an executive

that’s played on a global scale for some

time.”  Most recently, Gill was presi-

dent of Maxygen Inc., and before that

held several management, corporate

and marketing positions at Boehringer

Mannheim.

“There’s been a lot of very inter-

esting innovation and emergence in

that part of the world,”  McGlashan

said. He mentioned the outsourcing

opportunities that other firms such as

W I H arper and B urrill &  Co. are

looking to capitaliz e on with Asia-

focused life sciences funds, but also

said that early-stage research and drug

discovery capabilities are emerging.

TPG does not have plans to raise

a new fund specifically focused on

Asia, but will make investments under

the global mandate of its venture

funds, the next of which is rumored to

be closing in early 2006.

By Joh n  G alan te


