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Why Early Stage Assets Form Value Before Cashflow 

By SKGP, SKGP Strategic Partners Pre Yield Asset Series © 2025 SKGP Strategic Partners 

Executive Summary 

Real asset systems such as minerals agriculture energy and industrial corridors generate value 

long before a single unit of output is sold. This fact contradicts the way markets typically evaluate early 

projects. The conventional view is that value should appear only after revenue. That view comes from 

financial asset thinking rather than from the physics of real asset formation. 

In reality early stage assets carry a form of intrinsic value that does not depend on consumer behavior 

brand preference market share competition technology cycles or demand volatility. These assets emerge 

inside physical systems where value forms through control structure verification and scarcity rather than 

through cashflow. Understanding why early stage assets generate value before cashflow is essential for 

recognizing the logic behind Pre Yield Assets. 

The Fundamental Insight 

Early stage real assets generate value before cashflow because they belong to systems where 

intrinsic value is tied to physical existence jurisdictional clarity and structured progression rather than 

commercial performance. 

• They do not behave like consumer businesses. 

• They do not scale off brand loyalty. 

• They do not rely on marketing cycles. 

• They do not depend on discretionary demand. 

Their value arises from the reality that the underlying commodity or resource is needed 

regardless of market fluctuations. Copper for grid expansion. Grain for food systems. Lithium for 

batteries. Geothermal reservoirs for baseload power. These needs do not disappear because consumer 

sentiment shifts.This makes early stage real assets fundamentally different from traditional commercial 

enterprises. 

Commodities Cannot Be Treated Like Normal Businesses 
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The core mistake in mainstream valuation is the assumption that early real assets should be 

priced like operating businesses. Businesses are evaluated through cashflow growth margins and 

competitive positioning. Commodities do not follow that logic at all. 

• A commodity has intrinsic value because it 

•  is a physical input to systems that cannot function without it. 

•  is non substitutable or only partially substitutable. 

•  sits inside national supply chains. 

• has structural scarcity. 

•  carries geopolitical importance. 

A copper deposit does not gain or lose value based on a company’s marketing decisions or consumer 

adoption curves. Its value is embedded in grid demand electrification industrial activity and long term 

national strategies. This is why early stage commodity and resource assets cannot be valued using 

consumer style metrics or discounted cashflow logic tied only to production. 

Decomposability and Structural Value 

Commodities are decomposable. This means that the physical system they belong to can be separated 

into stages each of which contains its own independent form of value. 

For example in a mining system 

• Rights and concessions have value. 

• Geological confirmation has value. 

• Technical validation has value. 

• Permitting has value. 

• Infrastructure alignment has value. 

• National or multilateral recognition has value. 

None of these rely on cashflow. Each step 

•  Transforms uncertainty into structure.  

• Increases information quality. 

• Moves the asset toward institutional recognizability. 

This creates measurable value well before revenue exists. 

Why Cashflow Is the Wrong Primary Metric 

• Cashflow is an outcome. 
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• Structure is the precursor. 

 

Early stage assets generate value because they follow a path of sequential derisking where each 

verified milestone reduces uncertainty and increases underlying NAV. This is not speculative behavior. It 

is structural transformation. Cashflow as a metric fails for several reasons. 

• First cashflow begins only after years of investment and sequencing. 

• Second cashflow is not the determinant of intrinsic value in real asset systems. 

• Third cashflow reflects operational performance but does not reflect the value created through 

rights control jurisdictional clarity technical progress or market alignment. 

Institutions that rely exclusively on cashflow miss the entire formation stage where most of the uplift 

occurs. 

Intrinsic Value vs Market Price 

• Real assets have intrinsic value tied to 

• The existence of the resource or land 

• The need for that resource in national systems 

• Scarcity or supply constraints 

• Jurisdictional durability 

• Ability to align with development pathways 

• Long cycle demand that does not depend on consumer mood 

Market price may fluctuate with cycles but intrinsic value persists because the physical system 

persists. This is why early stage assets remain valuable even without revenue. They are connected to 

structural necessity not discretionary consumption. 

Structural Pathways to Pre Yield Value 

Early stage assets produce value through several predictable pathways. 

o Rights and legal control 

o Even before technical progress rights themselves are a form of structural value 

recognized by governments and institutions. 

o Information gain 

o Each improvement in data quality increases certainty and improves valuation accuracy. 
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o Governance and reporting 

o External validation through national or multilateral frameworks transforms early assets 

into recognizable institutional exposures. 

o Sequencing 

o Clear progression from stage to stage increases value by reducing uncertainty and 

increasing institutional confidence. 

o Optionality 

 

The asset becomes a platform for diverse outcomes including joint ventures offtake agreements 

partnerships and cross border development. None of these require yield yet each creates measurable 

value. 

Why Institutional Mispricing Occurs 

Institutions misprice early stage assets because traditional categories do not reflect the 

mechanics of real asset formation. 

o Equity models search for revenue visibility. 

o Credit models search for coverage ratios. 

o Infrastructure models search for operating yield. 

o Pre Yield Assets sit outside all three. 

o Their value is structural not operational. 

o Their progression is informational not revenue based. 

o Their intrinsic worth comes from physical necessity. 

This is why they are misclassified as speculative when in reality they are forming infrastructure. 

Conclusion 

Early stage real assets form value before cashflow because they belong to systems where value 

emerges from structure scarcity control information and national need. Commodities and resource 

systems cannot be evaluated like consumer businesses because they do not depend on brand 

competition or variable demand. They carry intrinsic value anchored in physical necessity and long cycle 

demand. Pre Yield value formation is not speculation. It is the organized progression of a real asset 

through stages of clarity and control that institutions can eventually allocate to. 

 


