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Berlin und Potsdam

Momentum zum Thema

“Every man is the architect of his own exit-fortune”
Angel investing is both exiting and frustrating – it’s great to be involved in the development and growth of new companies and to work with keen and enthusiastic entrepreneurs. However, at the end of the day it’s about investing for a profit – otherwise it’s really just a charity. Profit generally comes from an exit – and good exits have to be planed.

Exit therefore needs to be considered throughout the investment assessment process – 
At the beginning of the due diligence process – 

· Does the entrepreneur wish to have an exit – or is this really a family / lifestyle company?

· If a profitable exit possible – is growth going to be high enough?, is there anyone to purchase the company (say who), can an exit happen (some companies, for example consultancy companies can be hard to exit from  - they are too connected to the founding entrepreneur)

· Valuation – the biggest problem in a successful exit – pay too much to start and you can never get sufficient at exit to give a sensible return. Probably the Angels biggest error.
· Remember to take into account all future funding rounds, and your dilution effect at each stage – at exit, how much will you actual own of the company?

· When is an exit not an exit – when it’s an IPO. IPO’s lock in angel investors often due to poor market liquidity – trade sales are usually better.

· You need to survive to get to the exit – so concentrate on the basics of cash management and real value creation for the company likely to purchase you.

· Identify likely purchasers early, keep close to them, and mould your company to fit with there company.

· Understand what the acquirer is really likely to value – is it sales value, customer base, your engineering skills or your IP? If it’s the IP, why are you wasting cash building a sales team?
In summary – good exits are achieved by getting the first valuation right, concentrating on building real value in the eye of likely acquirers of your company, and managing cash well so you survive to the exit point.
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