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Get the truth...
Well the time has come.

The amount of trash that gets bandied around in the media and
even well-meaning friends and family (we forgive them) about how
to raise capital for your startup or business is beyond reproach. 

We thought it is about time that a few truths were told regarding
the capital raising process.

Entrepreneurs are continually mislead about the true essence of
the capital raising process and what it takes to capture the
attention of investors.

6 Capital Raising Myths Exposed aims to dispel some common
myths and misconceptions regarding startup funding and early-
stage investment.

I hope you find this report useful and we're keen to hear if you
have any questions or comments after you've read through the
document—my contact details are included below.

Best regards,

Ben Hucker
Melbourne, Australia
bhucker@ievoke.com.au
P +61 3 9005 6350
M +61 4 0375 7226



Myth #1
"Numbers alone are enough to attract
investors."

Entrepreneurs have somehow been led to believe that investing
and investment decisions are all a matter of arithmetic.

Facts, numbers alone, do not persuade. In order to persuade an
investor, entrepreneurs have to be able to tell their stories. 

The following quote appears in the book Animal Instincts by
George A. Akerlof and Robert J. Shiller and helps to illustrate the
point further: 

"The human mind is built to think in terms of
narratives, of sequences of events with an internal
logic and dynamic that appear as a unified whole. In
turn, much of human motivation comes from living
through a story of our lives, a story that we tell
ourselves and that creates a framework for
motivation. Life could be just "one damn thing after
another" if it weren't for such stories. The same is
true for confidence in a nation, a company, or an
institution. Great leaders are first and foremost
creators of stories."



Myth #2
"Investors will read your business plan."

Hundreds of would-be entrepreneurs have been taught that
writing a long and polished business plan is necessary to raise
investment capital. This is absolutely wrong.

Writing a business plan can help you think through the some of
the more complex aspects of your business, but no investor
will take much notice of it.

Business schools teach their students to write business plans
because it can be broken down into a list of steps that are easy to
teach, test, and grade.

In academia, writing and publishing papers is how success is
defined. But it's not how success is defined in the real world. 

By writing a business plan, entrepreneurs can identify potential
holes in their business idea, but a lengthy business plan will not
be of any real value to investors.



Myth #3
"I don't know any angel investors"

If you live in Siberia then this may be the case, but otherwise, this
is simply not true. 

Of course, you cannot open a phone book and look under angel
investors. This type of investor is not recognised by most
lawmakers and they tend to keep a low profile.

A good starting point for finding them in your area is to network
with business colleagues, lawyers, accountants, old classmates,
university professors, and even other startups. There are alos a
number of angel investing investing websites online.

Simply ask these groups of people if they know anyone with an
interest in the type of business you are building. If you ask enough,
you'll be amazed at the results.

Remember, angel investors are all around you. They are
individuals who have an interest in particular types of businesses
and have sufficient funds to be able to make the occasional
opportunistic investment. They are people you rub elbows with
every day. 

Do not get disillusioned by the sometimes seclusive nature of
angel investors in your area. Get busy networking. It is your job to
find them, not the other way around.



Myth #4
"No means no more talking"

When an investor gives you a resounding "NO" after you have
pitched them for investment, your natural response as
an entrepreneur is to move on, with the view that they offer no
additional value to your business building.

Oddly, the exact opposite is true. The most valuable information
you will receive in trying to raise capital will be available to you at
the precise moment that the serious investor tells you that they
are not going to invest.

What is extremely hard to do is to swallow your pride and, instead,
bravely pursue referrals to other investors and tips on how to
improve your business.

Don't forget you have invested a lot of time and effort with this
investor, and you have every right to expect some return on your
investment.

Most investors will be only too pleased to oblige, out of a feeling of
respect for what you are trying to achieve.



Myth #5
"Valuation doesn't matter."

There is a common misconception that your initial valuation
doesn't matter because you'll make up ground as the business
grows and receive higher valuations in the future. If only.

Your initial valuation establishes a 10-tonne anchor in the ocean
that will exert influence on what the market thinks your startup is
worth long after your first round of funding.

No matter how well your business performs between your first and
second round of funding, it will not fully escape the clutches of its
initial valuation.

When another investor is interested in providing a second round
of funding, he or she will go back to look at your previous
valuation, and then decide on an appropriate multiple.



Myth #6
"The deal is done when an investor says
yes."

It is natural to assume that, once everything is completely agreed
and only signature signing and paper shuffling remain, your
capital raising will close of its own volition. 

This is not how the process plays out. While getting your business
funded is one of the most important things in your life at this
moment in time, it is likely that this is one of many deals
simultaneously under way for your investor.

Your investor's attention to closing details will vary depending on
many life circumstances over which you have no control. Do not
be concerned about this, just get busy.

You are the micro-manager of the closing. It is up to you to keep
everyone working through their responsibilities and land the
sought after funds in your business bank account.



Let's Summarise

#1 Numbers are enough to attract
investors.

#2 Investors will read your business plan

#3 I don't know any angel investors

#4 No means no more talking

#5 Valuation doesn't matter

#6 The deal's done when an investor says
yes
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If you want to learn more about our
service offering at iEvoke then
please contact us today to schedule
a FREE consultation.

We can help you nail that pitch to
investors with style.

P +61 3 9005 6350
E info@ievoke.com.au
W www.ievoke.com.au

Thanks for reading!

http://www.ievoke.com.au/

