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Back to Basics:

How to Fund SMEõs

in Hard Times



1 ðIdentify Who Funds Eagerly Stage



Why Is A Business Angel Relevant?

We Fund Early Stage -not VCõs

US Angels 2008

ÅInvested - $19.2 billion

ÅNo of deals ð55,480

ÅAverage deal size - $346k

US VCõs 2008

ÅInvested ð28.3 billion

ÅNo of deals ð3,806

ÅAverage deal size - $7.4m

ÅTotal seed - $1.5bn 

in

Å440 Coõs ðAverage of $3.4m

PWC MoneyTree / Centre for Venture Research



Itõs Angels who Fund Early Stage

òIn 2002 and 2003, business angel 

investment in Scotland was more than twice 

the level of early stage investment recorded 

by British Venture Capital Association 

members ó

Richard T Harrison, The Equity Risk Capital Market In Scotland:

A Benchmark Analysis And Report (2004)



Business Angels - Essential

òBusiness angels are an essential part of 

the financing food chainand from 

public policy perspective they need to 

be well integrated with other sources of 

financing.ó 

The Directorate-General for Enterprise and Industry report 

òBest practices of public support for early-stage equity 

financeó September 2005.



http://starbucks.co.uk/en-GB/
http://www.ford.co.uk/ie/home/-/-/-/-/-/-
http://www.amazon.com/exec/obidos/subst/home/redirect.html/ref=nh_gateway/104-5961041-7396707
http://www.uk.thebodyshop.com/web/tbsuk/index.jsp
http://www.wolfsonmicro.com/
http://en.wikipedia.org/wiki/Image:Apple-logo.png
http://www.saftehnika.com/index.jsp?language=en
http://rover.ebay.com/rover/1/710-4992-3075-296/4?ebay=16


Business Angels ðA Worldwide Activity

http://www.russba.ru/StaticItem.aspx?groupId_1=1&itemId_1=7
http://www.businessangels.ch/index.php?PHPSESSID=c236ca67207049b974f6983bf8095123
http://www.sitra.fi/fi/
http://www.business-angels-connect.be/


Characteristics of Business Angels ð

Why Do They Do It?



A Successful Deal is a Profitable Deal

ÅAmazon

ð(Thomas Alberg) - $100k, returned $26 million

ÅBody Shop

ð(Ian McGlinn) - £4k, returned £42 million

http://www.amazon.com/exec/obidos/subst/home/redirect.html/ref=nh_gateway/104-5961041-7396707
http://www.uk.thebodyshop.com/web/tbsuk/index.jsp


The Best Angel Deal Ever Done?

Ram Shriram

1999 ïprovides $100k / $200k to 

Larry Page & Sergey Brin

He ends up with 5.1 million shares in -

Total Return ï

$1,860,000,000 or 9,300 x return

http://www.sherpalo.com/images/rshriram_lg.jpg


Business Angel Investors

ÅNot super wealthy but has some ôfreeõ cash.

ÅDoes not have to invest. 

ÅMost have direct experience of business.

ÅNot a scientist, rarely an engineer.

ÅNot necessarily an experienced investor.

ÅLooking for a high cash return, and ôexcitementõ.



AVERAGE $/DEAL 2003
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What does an Angel Deal Look Like?

Å£250 total, made up of £10k to £50k

ÅAngels usually invest close to home.

ÅLooking for a 5x to 10x capital gain return

Å4 - 6 years to an exit.

ÅIncrease of Syndicates & Syndicates of Syndicates



Level of potential Growth determines 

best / necessary funding methods.

ÅLife Style Coõs ðthe majority of start ups.

ðUse own funding

ÅMiddle Market -<20% per year growth

ðProbably use Bank Funding of some form.

ÅEntrepreneurial Companies ðjust 4%

ð>20% per year Growth

ð Equity investable companies.



2 ðConfirm if Funding is Still Possible



The Headlines


