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Introduction.

Your Investment Journey Begins Here
Congratulations on taking the first step towards securing a brighter future for your business! 

This playbook is your trusted companion on the path to building a successful partnership with 

potential private equity and venture capital investors. 

Designed exclusively for owner-managers like you, this comprehensive guide provides concise 

insights into the common investment journey, equipping you to confidently engage with potential 

investors interested in your company.

For those unfamiliar with the distinctions, venture capital (VC) investors typically support 

startups that demonstrate significant growth potential. In contrast, private equity (PE) 
investors often collaborate with established firms, especially those facing challenges, to 

optimise operations and later sell for profit. Both paths offer expedited brand growth compared 

to organic expansion.

Whatever investment route becomes available to you, the investment journey can be broadly 

divided into three stages:

1.	 Pre-Investment – Where investors explore the market for investment opportunities.

2.	 Post-Investment & Early Ownership – Where investors help to create value.

3.	 Exit Planning – Where investors pull out.

This playbook exclusively focuses on the Pre-Investment Stage.
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How To Use This Playbook

Designed for Easy Consumption: 

We understand that your time is precious. That’s why we’ve crafted this 

playbook to be your go-to resource, easily digestible in manageable 

chunks. Whether you have a few minutes during your morning coffee 

break or a brief pause between meetings, you can effortlessly delve into 

this playbook and gain valuable insights that will shape your journey.

A Glimpse into Your Future: 

Embark on a journey that demystifies the intricacies of investor 

engagement. From the initial contact to sealing the deal, each section 

unveils the stages you’re likely to encounter with both private equity (PE) 

and venture capital (VC) investors. While each investor’s approach may 

vary, our playbook provides a general roadmap, helping you anticipate 

what scrutiny lies ahead.

A Flexible Guide for Diverse Paths: 

We acknowledge that not all investors tread the same path. Your journey 

is unique, and our playbook respects that diversity. While the playbook 

outlines a typical process, it encourages you to adapt the insights to your 

specific circumstances and investor interactions.

A Foundation for Empowered Decisions: 

This playbook equips you with the knowledge you need to make strategic 

choices. Empower yourself to evaluate partnerships, seize growth 

opportunities, and embark on a path that aligns with your vision and 

aspirations.

Remember, you hold the reins to your business’s destiny. Let this 

playbook be your guide as you embark on this exciting and transformative 

journey.

Paul Mills (Chartered Marketer, FCIM) 

Founder, VCMO
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Navigating the Path to 
Partnership. 

Perspectives from Investors   
When raising funds through venture capital investors, embarking on an investment journey 

is a pivotal step towards unlocking your business’s true potential. This playbook is designed 

to illuminate that journey from the investor’s and owner-manager’s perspective, offering 

you a comprehensive guide to understanding the intricate path that leads to a successful 

partnership. As an investee, you hold the key to innovation, growth, and transformative 

success. Yet, the path to securing the right investment and partnership can be complex and 

multifaceted. This playbook is your compass, providing insights, strategies, and a roadmap 

to navigate this exciting and transformative voyage.

Ben Cooper 
Co-Founder, Angel Investors Bristol

In this paybook, you’ll gain a clear understanding of the stages, decisions, and 

considerations that shape the investor’s approach. From the initial connection to the final 

stages of strategic collaboration, each phase is demystified, empowering you to make 

informed choices and position your business for sustained growth. I invite you to delve into 

this playbook with an open mind and a readiness to engage with the insights shared within. 

Whether you’re new to the world of investment or a seasoned entrepreneur, this playbook 

will empower you with knowledge and a strategic perspective that will prove invaluable as 

you embark on your own investment journey.

Robert Misselbrook 
CEO, Mylor Ventures

Welcome to your indispensable guide as a UK owner-manager seeking fruitful partnerships 

with private equity and venture capital investors. This compact resource equips you with 

insights into the intricate world of investments, putting you at an advantage when first 

engaging with investors. Venture capital (VC) investors focus on high-growth startups, 

while private equity (PE) investors optimise established firms, often overcoming challenges 

for profit. Both avenues promise accelerated brand growth. This playbook, tailored to your 

needs, offers essential guidance for the critical “Pre-Investment” phase, enabling you to 

embark on a transformative journey towards the right investment opportunity.

Rob Nicholls 
Angel Investor & CEO, Rob Nicholls Consulting
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Unleashing Potential.

The Strategic Goals Guiding Investors During the Pre-
Investment Stage
Venture capital (VC) investors typically invest in very early stage, or pre-revenue businesses. 

Private equity (PE) investors generally consider businesses that operate with an EBITDA of 

£1m+. Both VC and PE investors operate with a set of high-level goals that drive their investment 

strategies and decisions. These goals are centred around generating attractive returns, creating 

value within portfolio companies, and aligning investments with broader financial and strategic 

objectives. Whatever investor engages with your business, their high-level goals will often 

include:

1.	 Maximise Returns: One of the primary goals of an investor is to generate substantial 

returns on their investments. This is achieved by identifying undervalued or growth 

potential opportunities, optimising operational efficiencies, and leveraging strategic 

initiatives to increase the value of portfolio companies. Ultimately, the aim is to exit 

investments at a significantly higher valuation than the initial investment, delivering 

strong financial gains.

2.	 	Value Creation: Investors seek to actively create value within their portfolio companies. 

They bring operational expertise, industry knowledge, and strategic insights to drive 

growth, enhance profitability, and improve overall performance. Value creation efforts 

may include expanding market share, optimising supply chains, introducing new 

products, and implementing cost-saving measures.

3.	 Risk Management: While pursuing higher returns, investors also aim to manage 

and mitigate risks associated with their investments. Thorough due diligence, risk 

assessment, and proactive risk mitigation strategies are employed to safeguard 

investments from market volatility, operational challenges, and external factors that 

could impact performance.

4.	 	Portfolio Diversification: Diversification is a key strategy to manage risk and enhance 

the overall stability of an investor’s portfolio. By investing in a variety of industries, 

sectors, and geographic regions, investors can reduce the impact of negative events 

affecting any one specific investment.

5.	 Long-Term Growth: PE investors often take a longer-term perspective compared to 

VC investors. They aim to support and nurture the growth of portfolio companies over 

several years, focusing on sustainable, enduring success rather than short-term gains.

6.	 Strategic Partnerships: Investors often collaborate closely with the management 

teams of their portfolio companies. Building strong partnerships and aligning strategies 

with company leadership are crucial for achieving growth, executing value creation 

initiatives, and driving successful outcomes.
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7.	 	Alignment of Interests: PE investors prioritise aligning their interests with those of the 

investee company’s management and other stakeholders. This alignment ensures a 

shared commitment to achieving long-term objectives, fostering trust, and maintaining 

a collaborative approach to decision-making.

8.	 Exit and Liquidity: A fundamental goal of PE investing is to eventually exit investments 

and realise returns. This can be achieved through various exit strategies, such as selling 

to strategic buyers, initial public offerings (IPOs), or secondary market transactions. 

Achieving successful exits provides liquidity and enables investors to deploy capital into 

new opportunities.

9.	 Operational Excellence: PE investors focus on enhancing operational excellence within 

their portfolio companies. This may involve streamlining processes, improving corporate 

governance, implementing best practices, and leveraging economies of scale.

10.	 Positive Impact: While financial returns are paramount, some investors also aim to 

make a positive impact on the companies they invest in and the broader communities 

they operate within. This can involve sustainable and responsible business practices, 

environmental considerations, and social initiatives.

“The high-level goals of any investor revolve around generating 
attractive returns, actively creating value within portfolio 
companies, managing risks, and strategically aligning 
investments with long-term growth objectives. Through a 
combination of strategic insight, operational expertise, and 
active engagement, investors aim to transform promising 
opportunities into thriving businesses with lasting success. 
Remember, investors have a number of choices and your 
business is just one of many. The overriding goal is to make 
money as quickly as possible. If an investor doesn’t invest in 
your business, they’ll invest in another.” 

Ben Cooper  
Co-founder, Angel Investors Bristol
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Unlocking Prosperity

Navigating the First Dance with Investors
As a potential investee, when you are first approached by a PE or VC investor expressing interest 

in your business, it’s a significant opportunity that requires careful consideration and strategic 

action. You should exercise caution and be aware of various considerations to ensure that the 

potential partnership aligns with your goals and interests. While investors can bring valuable 

resources and expertise, it’s essential for the investee to be diligent and informed. Here are some 

key points you should be wary of when first approached by an investor:

1.	 	Alignment of Interests: Ensure that the investor’s objectives and investment thesis 

align with your long-term goals and vision. Clarify expectations regarding growth, exit 

timelines, and strategic direction to avoid conflicts later on. Gather as much information 

as possible about the investor, their investment focus, industry expertise, and track 

record. Research their previous investments and outcomes.

2.	 	Control and Governance: Be cautious about giving up excessive control over decision-

making and operations. PE investors will often seek a degree of governance influence, 

but it’s crucial to strike a balance that allows the investee to maintain its core values and 

strategic direction.

3.	 	Financial Terms and Valuation: Thoroughly evaluate the financial terms of the 

investment, including the valuation, equity stake, preferred returns, and any potential 

performance-based incentives. Seek fair and transparent terms that reflect the 

investee’s value and growth potential.
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4.	 Exit Strategy: Understand the investor’s exit strategy and timeline. Be cautious of 

arrangements that prioritise a quick exit without considering the investee’s long-term 

sustainability and growth.

5.	 Operational Changes: PE investors may bring operational improvements, but be wary 

of drastic changes that could disrupt your existing operations or culture. Maintain open 

communication to ensure a collaborative approach to enhancements.

6.	 Debt and Leverage: Be cautious of excessive debt financing that could burden your 

business with high interest payments and limit your flexibility. Evaluate the level of 

leverage and its impact on the company’s financial health.

7.	 	Due Diligence: Be prepared for an in-depth due diligence process. While it’s a standard 

practice, ensure that sensitive information is shared under proper confidentiality 

agreements to protect your proprietary data. But also conduct due diligence on the 

investor. Research their reputation, financial stability, ethical practices, and relationships 

with other investees. Reach out to other businesses that the investor has invested in to 

gather insights into their partnership experience and their value-add capabilities.

8.	 Management Team: Evaluate the investor’s approach to working with the existing 

management team. Ensure that their involvement adds value without undermining the 

capabilities and autonomy of the team. It’s worth noting that PE investors generally focus 

more of their time scrutinising the management team than their VC counterparts.

9.	 Cultural Fit: Assess the cultural compatibility between you and the investor. A 

misalignment in values and culture can lead to challenges in collaboration and strategic 

execution. However, a harmonious partnership enhances the likelihood of a successful 

collaboration.

10.	 Communication and Transparency: Engage in open and transparent communication 

with the investor. Initiate conversations to understand their motivations for investing 

in your business and what value they believe they can bring. Establish clear lines of 

communication and expectations regarding reporting, updates, and decision-making. 

Transparency is key to building a trusting and productive partnership.
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11.	 Value Creation Plan: Seek a well-defined value creation plan that outlines the specific 

strategies, initiatives, and resources the investor intends to contribute to enhance your 

organisation’s growth and profitability. 

12.	 Economic Conditions: Consider the potential impact of economic cycles on the 

investor’s investment approach on your business. Discuss strategies to navigate 

potential downturns and ensure resilience.

13.	 Exit Impact: Especially when working with PE investors, understand how their exit 

might affect your organisation’s future, including changes in ownership structure, 

management dynamics, and strategic focus.

14.	 Legal and Regulatory Compliance: Ensure that the investor operates within legal 

and regulatory frameworks, both domestically and internationally, to avoid any legal 

complications.

15.	 References and Track Record: Research the investor’s track record, reputation, and 

references from other investees. A successful history of value creation and positive 

relationships is indicative of a reliable partner.

“Remember that the initial approach from an investor is an 
opportunity to evaluate the potential for a mutually beneficial 
partnership. Engaging in thorough due diligence, clear 
communication, and strategic assessment will help you make 
an informed decision that aligns with your business’s growth 
aspirations.” 

Robert Misselbrook 
CEO, Mylor Ventures
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The Investor’s Process.

The Blueprint Behind Strategic Investment Decisions
During the pre-investment stage, a PE or VC investor has several key objectives and will 

conduct activities in a sequential order to evaluate a potential investment opportunity. Here’s a 

breakdown of the typical process:

1.	 Initial Screening and Opportunity Assessment: The investor identifies potential 

investment opportunities based on various sources such as referrals, industry networks, 

or investment pitches. Preliminary screening is conducted to assess if the opportunity 

aligns with the investor’s investment criteria, sector focus, risk appetite, and financial 

goals.

2.	 Initial Due Diligence: Basic due diligence is conducted to gather essential information 

about the investee business, including the market, product/service, competitive 

landscape, financials, and management team. The investor evaluates the viability of the 

investment and the potential for a deeper assessment.

3.	 Confidentiality Agreements and Data Exchange: If the opportunity looks promising, 

the investor and the investee may sign confidentiality agreements. The investee provides 

more detailed information, including financial statements, business plans, customer 

data, and intellectual property details.

4.	 Market Research and Opportunity Assessment: The investor thoroughly analyses 

the market size, growth potential, trends, and dynamics relevant to the investee’s 

industry. Customer needs, pain points, and potential gaps are identified, along with an 

assessment of how well the investee’s solution addresses these.
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5.	 Competitive Landscape Analysis: The investor conducts a comprehensive analysis of 

direct and indirect competitors to understand their strengths, weaknesses, strategies, 

and market share. This assessment helps determine the investee’s competitive 

positioning and differentiation.

6.	 Evaluation of Value Proposition: The investor assesses the investee’s unique value 

proposition, considering how well it addresses customer needs and offers advantages 

over competitors. The viability of the investee’s product or service within the market is 

evaluated.

7.	 Market Entry Strategy and Barriers: The investor will examine the investee’s 

proposed market entry strategy and assesses potential barriers, such as regulatory 

hurdles, competitive challenges, and cost considerations.

8.	 Financial Analysis and Viability: A financial evaluation is conducted, including a review 

of the investee’s historical financial performance, projections, revenue streams, costs, 

margins, and growth potential. The investor also analyses the investee’s financial health 

and determines whether the investment aligns with return expectations.

9.	 Risk Assessment and Mitigation: Potential risks and challenges are identified, ranging 

from market volatility and competitive pressures to operational or legal risks. The 

investor works with the investee to develop strategies to mitigate or manage these risks.

10.	 Decision-making and Term Sheet Preparation: Based on the findings of the pre-

investment due diligence, the investor decides whether to move forward with the 

investment. If positive, the investor prepares a term sheet outlining the proposed terms, 

valuation, ownership stake, and other investment details.

11.	 Negotiation and Agreement: Negotiations take place between the investor and the 

investee to finalise the terms and conditions of the investment. Legal and financial teams 

collaborate to draft the definitive investment agreement and associated documents.

Summary 

The pre-investment stage is critical for determining the feasibility and attractiveness of an 

investment opportunity. It helps the investor make an informed decision about whether to 

proceed with the investment and lays the groundwork for deeper due diligence and the eventual 

investment process. 

“The current business environment plays a critical role in 
the investment decision. Following the Covid lockdowns 
the market responded with increased valuations for many 
businesses. However, the subsequent downturn following 
interest rate increases in the USA and UK, have slowed 
investments with many investors only adding to existing 
portfolio businesses eschewing new opportunities.”

Rob Nicholls 

Angel Investor & CEO, Rob Nicholls Consulting
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The Initial Screening and Opportunity Assessment 
Phase
In the dynamic world of investing, the journey towards identifying the next promising investment 

opportunity begins with a critical phase known as the Initial Screening and Opportunity 

Assessment. This phase serves as the foundation upon which the entire investment process 

is built, allowing investors to evaluate potential ventures and determine if they align with their 

strategic objectives. 

Here we delve into the intricacies of this crucial phase and unveil the key steps that shape the 

path to investment success.

•	 Deal Sourcing and Identification: The journey commences with deal sourcing, a 

proactive endeavour where VC and PE investors actively seek out potential investment 

opportunities. Whether it’s through extensive networking, attending industry events, 

or meticulously reviewing business plans, investors cast their nets wide to capture the 

essence of innovation and entrepreneurial prowess.

•	 Preliminary Review of Investment Criteria: Investors meticulously examine the 

investment criteria that define their playbook. Factors such as industry focus, projected 

growth potential, financial health, geographical preferences, and appetite for risk all play 

a role in determining whether an opportunity aligns with the investor’s ethos.

•	 Initial Qualification: Here, the focus is on preliminary qualification. Investors assess if 

the opportunity falls within the desired investment size, stage (early, growth, or late), and 

strategic alignment that harmonises with their portfolio strategy.

•	 Initial Communication and Information Gathering: The spark of communication 

ignites as investors initiate conversations with potential investees. These interactions 

often begin with introductory calls or meetings, creating an environment for the 

exchange of ideas, visions, and an understanding of the investee’s unique value 

proposition.

•	 Non-Disclosure Agreements (NDAs): As sensitive information takes centre stage, the 

parties may agree to sign Non-Disclosure Agreements (NDAs). These legal agreements 

ensure the protection of proprietary information throughout the evaluation process. 

However, some PE and VC investment houses will not sign NDAs. If the investor’s 

organisation is FCA regulated, they are likely to be held to a higher degree of disclosure 

and will follow regulated protocols for information sharing. Always check!

•	 Preliminary Information Request: In this phase of proceedings, investors delve a little 

deeper, requesting a preliminary set of information from the investee. This information, 

often summarised in a teaser document or presentation, provides an initial glimpse into 

the business, market landscape, and preliminary financial insights.

•	 High-Level Evaluation: Armed with the initial information, investors embark on a 

high-level evaluation journey. They assess the uniqueness of the product or service, the 

resonance of the idea in the market, the potential for scalability, and the compatibility 

with their investment strategy.

•	 Strategic Alignment: The strategic compass comes into play as investors weigh 

how the potential investment fits into their broader portfolio. They assess how the 

opportunity aligns with existing investments, market trends, and overarching goals.
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•	 Initial Decision: Drawing insights from the evaluation, investors make a preliminary 

decision. This pivotal juncture determines whether the opportunity advances to the next 

stage of due diligence or concludes as a divergence from the investment path.

•	 Communication with Investee: With the decision made, investors communicate their 

intentions to the investee. If the decision is to proceed, this forms the cornerstone for 

the deeper due diligence that will follow in subsequent phases.

Phase Summary 
This initial screening and opportunity assessment phase, though just the starting point, is pivotal 

in the journey. It embodies the essence of investment philosophy, combining rigorous analysis 

with strategic foresight. It’s a testament to the delicate art of discerning potential in a sea of 

possibilities, crafting a narrative that intertwines the visions of investors and entrepreneurs.

“Every investor’s journey begins with initial screening 
and opportunity assessment —a phase where the seeds of 
innovation and investment are sown, where dreams meet 
reality, and where the foundations of successful partnerships 
are laid. This phase is not just a step; it’s a compass guiding 
investors towards the promising destinations that await them 
in the ever-evolving landscape of opportunities. Markets 
tend to humble us all and in many cases value propositions 
can over-egg reality. So that’s why diligent investors will pay 
particular attention to your sales performance during this 
initial phase. Demonstrating strong and consistent sales 
performance will heighten investor interest.”

Ben Cooper 

Co-founder, Angel Investors Bristol
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Navigating the Pre-Investment Path: The Exploration 
of Initial Due Diligence
One pivotal stage that holds the key to informed decision-making is the Initial Due Diligence 

phase. Here we unveil the intricate details of this crucial phase and shed light on the steps that 

guide investors in making sound investment choices.

•	 Comprehensive Information Gathering: As the Initial Due Diligence phase 

begins, investors delve into the heart of the opportunity. They meticulously gather a 

comprehensive array of information about the potential investee. This spans a wide 

spectrum, encompassing financial records, operational data, legal documents, market 

analysis, and beyond.

•	 Financial Scrutiny: One of the cornerstones of this phase is an in-depth financial 

analysis. Investors meticulously examine financial statements, cash flow projections, 

historical performance, and other key financial metrics. The goal is to ascertain the 

financial health of the investee, evaluate its revenue streams, identify cost structures, 

and gauge the potential for profitability and growth.

•	 Legal and Regulatory Examination: Investors navigate the labyrinth of legal and 

regulatory considerations. They assess contracts, agreements, intellectual property 

rights, and compliance with industry-specific regulations. This step is crucial to uncover 

any potential legal risks that could impact the investment.

•	 Operational Assessment: The operational intricacies of the investee’s business come 

under the magnifying glass. Investors delve into operational processes, supply chains, 

manufacturing capabilities, and overall efficiency. This assessment aims to identify 

areas of strength, potential bottlenecks, and opportunities for optimisation.

•	 Management Team Evaluation: A company’s success is often intricately tied to 

the capabilities of its leadership. Investors scrutinise the management team’s skills, 

experience, track record, and alignment with the company’s vision. This assessment 

provides insights into the team’s ability to execute the business plan and navigate 

challenges.
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•	 Market Validation and Competitive Analysis: Investors revisit the market landscape 

with a sharper focus. They validate the initial market research and opportunity 

assessment findings by analysing customer feedback, competitor strategies, market 

trends, and shifts. This step ensures that the investee’s offering remains relevant and 

competitive.

•	 Risk Identification and Mitigation: This phase is an opportune time to identify and 

assess potential risks that could impact the investment. Investors work closely with the 

investee to develop strategies to mitigate these risks, ensuring a robust plan is in place 

to safeguard the investment’s interests.

•	 Alignment with Investment Strategy: Throughout the due diligence process, 

investors constantly refer back to their investment strategy and objectives. They 

evaluate how the opportunity aligns with their long-term goals, risk tolerance, expected 

returns, and overall portfolio composition.

•	 Informed Decision-Making: Armed with a wealth of information and insights, investors 

make informed decisions. This phase marks a critical juncture where the culmination of 

rigorous analysis, meticulous examination, and strategic alignment converge to shape 

the path ahead. 

•	 Transition to Definitive Agreements: Upon completing the Initial Due Diligence, 

the journey advances to the preparation of definitive agreements. Legal and financial 

teams collaborate to draft and negotiate the terms of the investment, solidifying the 

groundwork for the investment partnership.

Phase Summary 
The Initial Due Diligence phase is akin to a voyage of discovery, where investors navigate 

uncharted waters to uncover the true essence of an investment opportunity. It’s a journey 

marked by scrutiny, analysis, and strategic alignment—a journey that lays the groundwork for 

successful partnerships and prosperous investments.

“The initial due diligence phase is not merely a box to check; 
it’s a dynamic exploration that sets the stage for well-informed 
decisions. It is a testament to the meticulous nature of 
investment evaluation, a reflection of the commitment to due 
diligence, and a tribute to the art of selecting opportunities 
that hold the promise of long-term success. During this phase 
there will be significant interaction as the investors will look 
to test and consider the founder’s ability to not only execute 
on the opportunity, but to deliver and match the investors 
expectations.”

Robert Misselbrook 
CEO, Mylor Ventures
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Safeguarding Success: The Confidentiality Agreements 
and Data Exchange Phase

A pivotal juncture along the investment path lies the Confidentiality Agreements and Data 

Exchange phase—a critical step that underscores the importance of trust, transparency, and 

protection of sensitive information. Here we unveil the significance of this phase and delve into 

the steps that ensure the secure exchange of critical insights between investors and investees.

•	 Establishing Trust and Confidence: As this new phase commences, the foundation 

of trust between investors and investees takes centre stage. Both parties recognise the 

sensitive nature of the information that will be shared and understand the importance of 

maintaining confidentiality.

•	 Formalising Confidentiality Agreements: Confidentiality Agreements, also known as 

Non-Disclosure Agreements (NDAs), serve as legal safeguards that protect proprietary 

information from unauthorised disclosure. These agreements outline the terms and 

conditions under which sensitive data will be shared, ensuring that both parties adhere 

to strict confidentiality protocols.

•	 Defining Scope and Information Categories: Within the Confidentiality Agreements, 

the scope of information and specific categories of data subject to protection are clearly 

delineated. This includes financial data, intellectual property details, business strategies, 

customer lists, and any other information that is deemed confidential.

•	 Ensuring Restricted Access: Investors and investees establish protocols to ensure 

that confidential information is accessed only by authorised individuals who require the 

data for evaluation purposes. This controlled access minimises the risk of inadvertent 

disclosure.

•	 Secure Data Exchange Channels: Parties identify secure data exchange channels 

through which information will be shared. These channels may involve encrypted email 

communications, secure document sharing platforms, or virtual data rooms designed to 

safeguard sensitive data.

•	 Timely Data Submission and Review: Investees provide the agreed-upon information 

within the confines of the Confidentiality Agreements. Investors, in turn, review the 

data to gain a deeper understanding of the investee’s business, financial health, market 

positioning, and growth potential.

•	 Data Integrity and Accuracy: Data accuracy and integrity are paramount during this 

phase. Investors rely on the shared information to make well-informed decisions, and any 

inaccuracies or discrepancies could impact the assessment process.

•	 Evaluating Strategic Fit: Investors leverage the shared data to assess the strategic fit 

of the investment opportunity within their portfolio. They evaluate how the investee’s 

offerings align with their investment goals, risk appetite, and sector focus.

•	 Analysing Risk and Return Potential: The shared data allows investors to conduct 

a more detailed analysis of the investee’s financial performance, market opportunity, 

competitive landscape, and potential risks. This analysis informs the evaluation of 

potential returns on investment.
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•	 Maintaining Confidentiality Beyond Evaluation: The commitment to confidentiality 

extends beyond the evaluation phase. Even if the investment opportunity does not 

proceed, both parties are bound to uphold the confidentiality agreements, ensuring that 

sensitive information remains protected.

Phase Summary 
The Confidentiality Agreements and Data Exchange phase is more than a contractual formality; 

it’s a testament to the commitment of both investors and investees to fostering a secure and 

collaborative environment. It underscores the value of shared insights and paves the way for 

meaningful partnerships built on trust and mutual respect. This phase exemplifies the diligence 

and foresight that investors exhibit as they explore investment choices, ensuring that sensitive 

information remains guarded while the potential for success is carefully evaluated. 

“Be cognisant to the possibility that both you as the founder 
and the investor will want to consider all options to the point 
before closing. It’s quite common that deals will go through 
numerous iterations and the final deal may not look anything 
like that initially proposed. Also, factor in timescales as the 
pre-investment stage will take longer than planned, either 
due to delays in getting information collated or through the 
investor seeking additional disclosures and evaluations. Finally, 
always be willing to adapt and respond timely, openness and 
responsiveness is highly valued by investors.”

Rob Nicholls 

CEO, Rob Nicholls Consulting & Angel Investor
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Unveiling Investment Potential: The Market Research 
and Opportunity Assessment Phase
The Market Research and Opportunity Assessment phase is a pivotal stage that serves as a 

compass for investors seeking to unearth the untapped potential of a venture. Here we delve 

into the intricacies of this essential phase and illuminate the steps that guide investors towards 

making informed and strategic investment decisions.

•	 Understanding the Market Landscape: As this new phase commences, investors 

embark on a journey of understanding. They delve deep into the dynamics of the target 

market, gaining insights into its size, growth trajectory, and key segments.

•	 Analysing Market Trends and Dynamics: Investors closely monitor market trends and 

shifts that can influence the success of the investment. They explore evolving consumer 

behaviours, technological advancements, and emerging opportunities that shape the 

market’s landscape.

•	 Identifying Customer Needs and Pain Points: Central to this phase is the exploration 

of customer needs and pain points. Investors strive to uncover the challenges faced by 

target customers and evaluate how the potential investee’s solution addresses these 

needs effectively.

•	 Assessing the Competitive Landscape: Investors conduct a thorough analysis of 

the competitive ecosystem. They identify direct and indirect competitors, analyse their 

strengths and weaknesses, and pinpoint opportunities for differentiation.

•	 Validating Value Proposition: A key objective is to validate the potential investee’s 

value proposition. Investors critically assess how the offering stands out in the market, 

whether it provides a unique advantage, and how compelling it is to the target audience.

•	 Market Entry Strategy and Barriers: Investors explore the strategies the potential 

investee intends to employ for market entry. They assess the potential barriers, such as 

regulatory hurdles, competitive challenges, and operational considerations, that could 

impact the investee’s entry into the market.
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•	 Identifying Growth Opportunities: This phase also involves identifying untapped 

growth opportunities within the market. Investors aim to unearth unmet needs, 

underserved segments, or areas where the investee’s solution could bring substantial 

value.

•	 Risk Assessment and Mitigation: Investors diligently assess potential risks associated 

with market dynamics. They work collaboratively with the investee to develop strategies 

for mitigating these risks, ensuring a comprehensive plan is in place.

•	 Market Segmentation and Targeting: Investors explore how the investee segments 

the market and identifies its target audience. They assess the accuracy of the 

segmentation and the effectiveness of the targeting strategy.

•	 Strategic Alignment with Investment Goals: Throughout this phase, investors 

continuously refer back to their investment goals and strategic priorities. They evaluate 

how the potential investment aligns with their broader objectives and whether it has the 

potential to deliver the desired returns.

•	 Lay the Foundation for Deeper Due Diligence: Successful completion of the Market 

Research and Opportunity Assessment phase sets the stage for deeper due diligence. 

The insights gained during this phase inform the subsequent steps of the investment 

process.

Phase Summary
The Market Research and Opportunity Assessment phase embodies the essence of informed 

decision-making. It is a dynamic exploration of market dynamics, customer needs, and 

growth potential. By delving deep into the intricacies of the market landscape, investors equip 

themselves with the knowledge needed to make sound investment choices that have the 

potential to yield substantial rewards. 

“In the world of investing, this phase is a testament to the art of 
recognising opportunities and leveraging insights to pave the 
way for successful investments.”

Ben Cooper  
Co-founder, Angel Investors Bristol 
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Navigating the Competitive Landscape Analysis Phase
One of the cornerstones of the pre-investment journey is the Competitive Landscape Analysis 

phase - a critical stage that unveils the strategic chessboard on which potential investments 

compete. Here we take a look into the significance of this phase and unravel the steps that 

investors take to dissect the competitive terrain and make informed investment decisions.

•	 Scanning the Arena: As this new phase unfolds, investors embark on a thorough 

reconnaissance of the competitive arena. This includes identifying both direct and 

indirect competitors that vie for market share within the same industry or adjacent 

sectors.

•	 Profiling Competitors: Investors delve into profiling competitors to glean insights into 

their strengths, weaknesses, strategies, and market positioning. This entails an in-depth 

analysis of factors such as product offerings, pricing strategies, distribution channels, 

and customer relationships.

•	 Analysing Market Share and Dynamics: Investors evaluate the market share held by 

different competitors, seeking to understand the dynamics of dominance and market 

presence. This analysis sheds light on the competitive forces that shape the industry.

•	 Uncovering Differentiation Strategies: A key objective of this phase is to uncover the 

differentiation strategies employed by competitors. Investors scrutinise how each player 

positions its offerings uniquely and strives to carve a distinct identity in the market.

•	 Identifying Competitive Advantages: Investors dissect the competitive advantages 

that set certain players apart. Whether it’s technological innovation, superior customer 

service, cost leadership, or a unique value proposition, understanding these advantages 

is pivotal.

•	 Benchmarking Performance: Comparative analysis takes centre stage as investors 

benchmark the performance of the potential investee against its rivals. This provides 

insights into areas where the investee excels and where it might need to enhance its 

strategies.
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•	 Evaluating Market Trends and Disruptions: Investors analyse how competitors 

respond to emerging market trends and disruptive technologies. This sheds light on the 

adaptability and agility of each player in navigating a rapidly evolving business landscape.

•	 Mapping Customer Relationships: Understanding customer relationships is vital. 

Investors explore how competitors engage with their customer base, build brand loyalty, 

and cultivate long-term relationships that drive sustainable growth.

•	 Assessing Pricing Strategies: Investors delve into the pricing strategies employed 

by competitors. This analysis helps determine whether the potential investee’s pricing 

approach is competitive and aligned with market expectations.

•	 Identifying Gaps and Opportunities: The Competitive Landscape Analysis phase 

extends beyond assessing rivals; it also uncovers gaps and opportunities. Investors 

identify underserved customer segments, unaddressed pain points, and potential 

niches where the investee could thrive.

•	 Strategic Alignment and Differentiation: Throughout this stage of analysis, investors 

continually assess how the potential investee aligns strategically with the competitive 

landscape. They determine how the investee differentiates itself and whether it has a 

viable strategy for capturing market share.

Phase Summary
The insights gained during the Competitive Landscape Analysis phase lay the groundwork for 

strategy refinement. Investors use this analysis to collaborate with the investee on crafting 

strategies that position them for success within the competitive landscape.

This phase is a testament to the meticulous approach that PE investors take in unravelling 

the intricacies of the market. It’s a strategic chess game where each move is deliberate, each 

analysis informs decisions, and each insight adds to the mosaic of understanding. 

“For investors, this phase shines a spotlight on the art of 
recognising competitive dynamics and leveraging insights 
to orchestrate investments that stand out in a crowded field. 
As a potential investee, be aware of the investor’s portfolio 
of companies. Often they will have investments in similar 
industries or sectors and will have in-house data to compare 
your business performance.”

Robert Misselbrook 

CEO, Mylor Ventures
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Unveiling Value: Evaluation of the Value Proposition 
Phase 

At the heart of every pre-investment journey lies the Evaluation of Value Proposition phase—a 

pivotal stage that illuminates the core essence of an investment opportunity. Here we explore 

the significance of this phase and unravel the key steps that investors take to scrutinise and 

assess the value proposition of a potential venture.

•	 Unravelling the Core: As this new phase takes centre stage, investors embark on a 

journey to unravel the core essence of the potential investee’s offering. They seek to 

understand the unique value that the venture brings to the table.

•	 Deep Dive into Customer Benefits: Investors meticulously dissect the benefits that 

the investee’s product or service offers to customers. This involves identifying how 

the offering addresses functional, emotional and ethical pain points, meets consumer 

needs, and delivers tangible value.

•	 Mapping Unique Selling Points (USPs): A critical facet of this phase is mapping the 

investee’s Unique Selling Points (USPs). Investors examine the aspects that set the 

offering apart from competitors and make it a compelling choice for customers.

•	 Analysing Competitive Differentiation: Investors explore how the value proposition 

contributes to competitive differentiation. They assess whether the investee’s offering 

provides advantages that resonate with customers and create a sustainable edge in the 

market.

•	 Validating Customer Relevance: This phase hinges on validating customer relevance. 

Investors gather insights into how well the offering aligns with customer needs, 

preferences, and aspirations.

•	 Quantifying Value: A quantitative aspect comes into play as investors assess the 

monetary value that customers derive from the investee’s offering. They analyse the 

potential cost savings, revenue enhancement, or efficiency gains that the offering 

provides.
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•	 Aligning with Market Trends: Investors evaluate how well the value proposition aligns 

with current market trends and emerging customer demands. This analysis ensures that 

the offering remains attuned to the evolving needs of the target audience.

•	 Identifying Scalability Potential: Scalability is a crucial consideration. Investors 

explore whether the value proposition has the potential to scale effectively as the 

business grows, accommodating a larger customer base and expanding market share.

•	 Crafting a Compelling Story: Investors collaborate with the investee to craft a 

compelling narrative that articulates the value proposition. This narrative communicates 

the essence of the offering and resonates with customers, partners, and stakeholders.

•	 Strategic Fit with Investor’s Portfolio: Throughout the Evaluation of Value Proposition 

phase, investors continually assess how the offering aligns with their own portfolio 

strategy. They determine whether the investee’s value proposition complements 

existing investments or opens up new avenues.

Phase Summary
The insights gained during this phase lay the foundation for driving business growth. Investors 

leverage this analysis to collaborate with the investee on strategies to enhance, refine, and 

effectively communicate the value proposition.

This phase of the pre-investment journey is a testament to the meticulous approach that 

investors take in unravelling the essence of an investment opportunity. It’s an exploration of the 

intangible elements that drive customer engagement, competitive advantage, and sustainable 

growth. 

“Evaluating the value proposition showcases the art of 
recognising and amplifying value, transforming it into a 
beacon that guides investments towards prosperous horizons. 
The key for the investee is to be insightful and think BIG! 
Investors want access and market opportunities to large and 
growing markets, so be knowledgeable about your market 
and illustrate insight. This will help amplify the investor’s 
inhouse knowledge. Investors understand competition will 
occur in attractive market segments. What they want to see 
is differentiation and strategic insight that will allow your 
opportunity to succeed over another. ”

Rob Nicholls 

Angel Investor & CEO, Rob Nicholls Consulting
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Navigating Market Entry and Barriers Phase
A crucial waypoint along the investors pre-investment journey is the Market Entry Strategy and 

Barriers phase—a pivotal stage that charts the course for how a potential venture will enter the 

market. Here we explore the significance of this phase and delve into the steps that investors 

take to evaluate market entry strategies and overcome potential barriers.

•	 Mapping the Terrain: As this phase begins, investors embark on a journey to map the 

market terrain. They closely examine the landscape to identify the most strategic and 

effective entry points.

•	 Crafting Market Entry Strategies: Investors collaborate with the potential investee 

to craft well-defined market entry strategies. These strategies outline how the venture 

will introduce its product or service to the market, considering factors such as timing, 

channels, and geographical reach.

•	 Analysing Regulatory Landscape: A key consideration is analysing the regulatory 

landscape. Investors assess the legal and compliance requirements that govern market 

entry, ensuring that the chosen strategy aligns with industry regulations.

•	 Identifying Barriers to Entry: Investors meticulously dissect potential barriers that 

could impede market entry. These barriers could include high capital requirements, 

established competitors, complex distribution networks, or regulatory hurdles.

•	 Assessing Competitive Environment: Investors evaluate how the chosen market 

entry strategy aligns with the competitive environment. They analyse how the venture’s 

approach positions it vis-à-vis rivals and whether it creates a distinct advantage.

•	 Understanding Customer Behaviours: An integral aspect is understanding customer 

behaviours and preferences. Investors delve into how the target audience makes 

purchasing decisions, where they shop, and how they engage with new offerings.
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•	 Evaluating Resource Allocation: Investors assess the resource allocation required for 

effective market entry. This involves considering factors such as marketing budgets, 

distribution infrastructure, and human capital.

•	 Mitigating Entry Barriers: A strategic approach involves collaborating with the investee 

to develop strategies for mitigating entry barriers. This could involve building strategic 

partnerships, leveraging technology, or capitalising on unique capabilities.

•	 Identifying Strategic Alliances: Investors explore opportunities for strategic alliances 

that could enhance market entry. They assess potential partners who can provide 

access to distribution networks, customer bases, or industry expertise.

•	 Addressing Timing and Sequencing: Timing is crucial. Investors assess whether the 

chosen market entry strategy is aligned with market trends and timing. They consider 

whether the venture is entering at the opportune moment.

•	 Ensuring Scalability: Investors evaluate how the chosen market entry strategy 

can scale as the venture grows. Scalability ensures that the chosen approach can 

accommodate increasing demand and expansion.

•	 Aligning with Investment Objectives: Throughout the Market Entry Strategy and 

Barriers phase, investors continually refer back to their investment objectives and goals. 

They ensure that the chosen strategy aligns with their broader investment strategy and 

expected returns.

Phase Summary
Armed with a well-defined market entry strategy and a thorough understanding of potential 

barriers, investors make informed decisions. This phase marks a pivotal juncture where the 

alignment of strategy and foresight shapes the trajectory of the investment journey.

“The insights gained in this phase are vital for execution. 
Investors work closely with the investee to implement the 
chosen strategy meticulously. This phase is like a strategic 
dance, where each move, analysis, and strategy aims to succeed 
in a competitive market. Strategic partnerships, which can help 
you enter the market more quickly, are crucial. Investors want 
your value proposition to lead or be a strong contender in the 
market.”

Ben Cooper 

Co-founder, Angel Investors Bristol
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Unveiling Viability: The Financial Analysis and 
Viability Phase
Anchoring the investor’s journey is the Financial Analysis and Viability phase—a critical stage that 

shines a spotlight on the fiscal health and sustainability of a potential venture. Here we delve into 

the significance of this phase and unravel the critical steps that investors take to assess financial 

viability and make informed investment decisions.

•	 Illuminating Fiscal Health: As this phase begins, investors embark on a journey to 

illuminate the fiscal health of the potential investee. They meticulously analyse financial 

data to understand the venture’s past performance and future potential.

•	 Scrutinising Financial Statements: Investors meticulously scrutinise financial 

statements, including balance sheets, income statements, and cash flow statements. 

This analysis provides insights into revenue streams, cost structures, and profit margins.

•	 Evaluating Profitability and Growth: Investors assess the profitability of the potential 

investee, looking at metrics such as gross profit margin, net profit margin, and return on 

investment. They also evaluate historical growth rates and projections for future growth.

•	 Examining Cash Flow Dynamics: Cash flow is a focal point. Investors delve into the 

movement of cash within the business, assessing its adequacy to cover operational 

expenses, investments, and debt service.

•	 Assessing Capital Structure: Investors analyse the capital structure of the potential 

investee, including debt levels, equity composition, and financing arrangements. They 

evaluate how the capital structure supports the business’s operations and growth plans.

•	 Stress Testing Financial Assumptions: A crucial step is stress testing financial 

assumptions. Investors model various scenarios to assess the impact of external factors 

such as market fluctuations, economic downturns, or unforeseen challenges.
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•	 Exploring Working Capital Management: Investors evaluate how effectively the 

potential investee manages its working capital. This involves assessing inventory 

turnover, accounts receivable, and accounts payable to gauge efficiency.

•	 Analysing Break-Even Point: Investors determine the break-even point—the level 

of sales at which the venture covers its costs. This analysis provides insights into the 

business’s resilience and sustainability.

•	 Investigating Financial Ratios: Investors calculate and analyse a range of financial 

ratios, such as liquidity ratios, solvency ratios, and efficiency ratios. These ratios offer a 

comprehensive view of the venture’s financial health.

•	 Projecting Future Cash Flows: Investors project future cash flows based on different 

growth scenarios. This helps assess the venture’s ability to generate consistent cash 

flow over the long term.

•	 Determining Valuation: Valuation is a key consideration. Investors use various 

methods, such as discounted cash flow (DCF) analysis and comparable company 

analysis, to determine the potential value of the investment.

•	 Aligning with Investment Objectives: Throughout this phase, investors continually 

refer back to their investment objectives. They ensure that the financial viability of the 

potential investee aligns with their desired returns and risk tolerance.

Phase Summary
The insights gained during the Financial Analysis and Viability phase lay the foundation for driving 

financial growth. Investors collaborate with the investee to optimise financial strategies and 

pave the way for sustainable profitability. This phase epitomises the meticulous approach that 

investors adopt in unravelling the fiscal fabric of an investment opportunity. 

“Sales forecasts and understanding the intricacies of the 
financial model are always a key focus. Investors understand 
that cash flow expectations can be misleading, and success in 
this phase depends greatly on the market. Poor execution by 
the founder or investee can exacerbate shortfalls. Enhancing 
credibility, such as through past sales and repeat revenues, 
is beneficial. Additionally, maintaining records of potential 
new clients and sales in a robust CRM system demonstrates 
traction and bolsters investor confidence. Simply entering data 
into spreadsheets isn’t sufficient.”

Robert Misselbrook 

CEO, Mylor Ventures
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Navigating Uncertainty: The Risk Assessment and 
Mitigation Phase 

In the dynamic world of investing, the path to uncovering the next promising investment 

opportunity is a journey fraught with uncertainties. At the heart of this journey lies the Risk 

Assessment and Mitigation phase—a crucial stage that serves as a shield against potential 

pitfalls and safeguards the investment’s interests. Here we explore the significance of this phase 

and unveil the steps that investors take to assess and mitigate risks, ensuring informed and 

strategic investment decisions.

•	 Embracing the Unseen: As this phase unfolds, investors embark on a journey to 

embrace the unseen. They recognise that every investment carries inherent risks, and 

this phase is dedicated to shedding light on these potential challenges.

•	 Comprehensive Risk Identification: Investors meticulously identify and categorise 

a spectrum of risks that could impact the investment. These risks span across various 

dimensions, including market volatility, operational challenges, regulatory changes, 

competitive dynamics, and more.

•	 Quantifying Potential Impact: Investors assess the potential impact of each identified 

risk on the investment’s performance and financial health. They quantify the magnitude 

of these impacts to gauge the level of threat they pose.

•	 Probability Assessment: A crucial aspect of risk assessment is evaluating the 

probability of each risk materialising. Investors analyse historical data, market trends, 

and expert opinions to estimate the likelihood of different risk scenarios.

•	 Strategic Alignment with Objectives: Investors continually refer back to their 

investment objectives and risk tolerance. They assess how the identified risks align with 

their strategic goals and determine the level of risk they are willing to bear.
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•	 Diversification Strategies: Investors explore diversification strategies as a means of 

spreading risk. This could involve diversifying the investment portfolio, entering multiple 

markets, or expanding product offerings.

•	 Contingency Planning: Investors and investees collaboratively develop contingency 

plans that outline actions to be taken in the event that specific risks materialise. These 

plans provide a roadmap for responding effectively to unforeseen challenges.

•	 Regulatory and Compliance Review: A significant area of risk lies in regulatory 

changes. Investors review the potential impact of regulatory shifts and ensure that the 

investee’s operations are compliant with current and anticipated regulations.

•	 Scenario Analysis: Investors conduct scenario analysis to simulate how different risk 

scenarios could unfold. This analysis provides insights into how the investment would 

perform under various conditions and helps identify necessary adjustments.

•	 Technological and Security Risks: In today’s digital landscape, technological and 

cybersecurity risks are paramount. Investors assess potential vulnerabilities and ensure 

that the investee has robust cybersecurity measures in place.

•	 Aligning Mitigation with Long-Term Goals: Throughout the Risk Assessment and 

Mitigation phase, investors ensure that the mitigation strategies align with long-term 

investment goals. These strategies should not only address immediate risks but also 

contribute to the venture’s overall growth and sustainability.

Phase Summary
The insights gained during the Risk Assessment and Mitigation phase lay the foundation for 

building resilience. Investors collaborate with the investee to implement robust risk management 

strategies and navigate uncertainties with confidence.

“This phase reflects the meticulous approach investors 
take to manage the unpredictable nature of investments. 
Risk reduction is an ongoing and comprehensive process. 
Factors like shifts in the business environment, competition, 
or external forces can alter the risk landscape for investors. 
Establishing trust with the investor involves transparency, 
sharing insights, knowledge, and actively participating in the 
investment process. This approach enables opportunities to be 
seized while minimising the risk of losses.”

Rob Nicholls 
Angel Investor & CEO, Rob Nicholls Consulting
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Paving the Path: The Decision-making and Term Sheet 
Preparation Phase
At the crossroads of the investor’s journey lies the Decision-making and Term Sheet Preparation 

phase—a pivotal stage that crystallises the investor’s commitment and lays the groundwork for 

a fruitful partnership. Here we delve into the significance of this phase and unveil the steps that 

investors take to make informed decisions and set the terms for investment.

•	 The Culmination of Insights: As this phase unfolds, investors stand at the culmination 

of their exploration. They bring together a wealth of insights gained from various 

assessment phases to make a pivotal decision.

•	 Strategic Alignment and Deliberation: Investors engage in thorough strategic 

alignment discussions. They review how the investment opportunity fits within their 

portfolio, assess the risks and rewards, and deliberate on whether it aligns with their 

long-term objectives.

•	 Evaluation of Comprehensive Analysis: Investors review the comprehensive analysis 

conducted throughout the pre-investment assessment process. This includes insights 

from market research, competitive analysis, financial evaluation, risk assessment, and 

more.

•	 Balancing Risk and Return: A key consideration is balancing risk and return. Investors 

weigh the potential risks identified against the anticipated returns and determine 

whether the investment aligns with their risk tolerance.

•	 Crafting the Term Sheet: Investors collaborate with the potential investee to craft 

a term sheet—a non-binding agreement that outlines the basic terms and conditions 

of the investment. This includes investment amount, ownership stake, valuation, 

governance, and more.
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•	 Defining Investment Structure: Investors and investees work together to define the 

investment structure. This could involve equity investment, convertible debt, preferred 

shares, or other financial instruments that align with the venture’s capital needs.

•	 Negotiating Terms and Conditions: The term sheet becomes a platform for 

negotiation. Investors and investees engage in discussions to refine and agree upon the 

terms and conditions that will govern the investment.

•	 Aligning Governance Framework: Investors and investees establish the governance 

framework that will guide decision-making and operational oversight. In PE invested 

businesses, this could involve the composition of the board of directors, voting rights, 

and other governance matters.

•	 Anticipating Exit Strategies: An integral part of the term sheet preparation is 

anticipating exit strategies (this applies to PE invested businesses). Investors and 

investees discuss potential exit avenues, such as acquisition, initial public offering (IPO), 

or secondary sale, to ensure alignment on the long-term vision.

•	 Ensuring Legal and Regulatory Compliance: Investors ensure that the term sheet 

and investment structure comply with relevant legal and regulatory requirements. This 

involves engaging legal experts to review and finalise the terms.

•	 Due Diligence Wrap-up: This phase marks the conclusion of due diligence. Investors 

ensure that all necessary insights have been gathered, analysed, and incorporated into 

the decision-making process.

Phase Summary
The insights gained during the Decision-making and Term Sheet Preparation phase lay the 

foundation for a collaborative partnership. Investors and investees move forward with clarity and 

alignment, ready to embark on a shared journey. This phase epitomises the culmination of the 

investor’s diligence and strategic acumen. It’s a stage where data meets decision, insights meet 

negotiation, and collaboration meets commitment. 

“In the world of investment, this phase showcases the art of 
making informed choices, setting the stage for a successful 
partnership, and steering investments toward a future of 
growth and prosperity.  Good investors have Term Sheets that 
essentially cover the key main negotiating points - good leaver/
bad leaver, main warranties, share transfer rules and Consent 
requirements.”

Ben Cooper  
Co-founder, Angel Investors Bristol
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Forging Futures: The Negotiation and Agreement 
Phase
The journey to shape the destiny of an investment opportunity is a journey of strategic finesse 

and collaborative spirit. At the heart of this journey lies the Negotiation and Agreement phase—a 

pivotal stage that transforms shared aspirations into a tangible roadmap for partnership. Here 

we explore the significance of this phase and unveil the key steps that investors take to navigate 

negotiations and solidify agreements that pave the way for investment realisation.

•	 The Art of Collaboration: This phase of the journey sees investors embarking on a 

journey of collaboration. They recognise that successful negotiations require a delicate 

balance between aligning interests and finding common ground.

•	 Terms Refinement: Investors and investees dive deep into the terms outlined in the 

term sheet. They refine and fine-tune the terms and conditions to ensure that they 

accurately capture the shared vision and objectives of the partnership.

•	 Balancing Interests: Negotiations involve balancing diverse interests. Investors and 

investees carefully consider the expectations, needs, and priorities of each party, 

seeking to strike a harmonious chord that benefits both sides.

•	 Addressing Concerns: A key aspect of negotiation is addressing concerns. Investors 

and investees openly discuss potential issues, risks, and uncertainties, working together 

to find practical solutions that mitigate these concerns.

•	 Transparency and Communication: Effective negotiation hinges on transparency and 

communication. Both parties engage in open and candid discussions, sharing insights, 

perspectives, and potential challenges.

•	 Valuation Refinement: Investors and investees revisit the valuation of the investment 

opportunity. They analyse market trends, financial projections, and risk factors to ensure 

that the valuation accurately reflects the venture’s potential.
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•	 Defining Rights and Obligations: The Negotiation and Agreement phase involves 

defining the rights, obligations, and responsibilities of each party. This includes 

governance matters, decision-making processes, and operational roles.

•	 Navigating Legalities: Investors engage legal experts to navigate the legal complexities 

of the agreement. They ensure that the negotiated terms comply with relevant laws and 

regulations.

•	 Crafting Exit Strategies: Part of the negotiation process involves finalising exit 

strategies. Investors and investees solidify the plans for realising the investment, 

whether through acquisition, IPO, or other exit avenues.

•	 Establishing Clear Milestones: Investors and investees set clear milestones and 

performance targets that guide the partnership’s progression. These milestones 

provide a roadmap for tracking progress and evaluating success.

•	 Alignment with Long-Term Objectives: Throughout the Negotiation and Agreement 

phase, investors and investees ensure that the negotiated terms align with their long-

term objectives. They assess whether the agreement supports the venture’s growth 

trajectory and potential returns.

Phase Summary
The insights gained during the this phase lay the foundation for partnership realisation. Investors 

and investees move forward with a clear understanding of their roles, responsibilities, and shared 

goals. This phase epitomises the synergy of strategic foresight and collaborative spirit that 

investors bring to the table. 

“This stage is where aspirations meet action, negotiation meets 
alignment, and collaboration meets commitment. Investors 
showcase the art of forging partnerships, leveraging insights, 
and steering investments toward a future of shared success and 
prosperity.”

Robert Misselbrook 
CEO, Mylor Ventures



©
2

0
2

3
 V

C
M

O
 LIM

IT
E

D
        

4
0

V
C

M
O

.U
K

Empowering the Future: Emerging from the Pre-
Investment Stage with Confidence and Clarity
After successfully completing the pre-investment stage, you - the investee - should feel a sense 

of clarity, alignment, and confidence in your partnership with the investor across these elements:

1.	 	Strategic Fit: You should have a clear understanding of how the investor’s expertise, 

resources, and strategic vision align with their own business objectives, short- and 

long-term goals. You should feel confident that the partnership is in line with your growth 

trajectory.

2.	 Validation of Value: Your value proposition, competitive advantages, and growth plans 

should be validated by the investor’s interest and engagement. This validation boosts 

their confidence in the uniqueness and potential of your business.

3.	 Cultural Alignment: Through open communication and assessment, you should 

establish a strong sense of cultural compatibility with the investor. The investor 

should feel that your company’s values and ethos resonate well with their approach to 

governance and collaboration.

4.	 Transparency and Trust: You should have engaged in transparent and candid 

discussions with the investor, fostering a relationship built on trust. You should feel 

that you can openly share your aspirations, concerns, and operational realities without 

reservation.

5.	 Informed Decision-Making: Armed with insights from due diligence, alignment 

assessments, and negotiations, you should be well-equipped to make an informed 

decision about proceeding with the investment. You should have a clear understanding 

of the investment terms, potential benefits, and any areas of concern.

6.	 Strategic Guidance: You should have gained valuable insights from the investor’s 

perspectives and recommendations. You should feel that the investor’s strategic 

guidance and potential contributions align with areas where you seek additional support 

or expertise.

7.	 	Mitigated Risks: Through preliminary due diligence and careful assessment, you 

should have a clearer view of the potential risks associated with the investment and the 

strategies in place to mitigate those risks. This knowledge will help you make decisions 

with greater confidence.

8.	 Professional Support: By engaging with legal, financial, and business advisors during 

this stage, you should feel supported in navigating the complexities of the negotiation 

and due diligence process. You should have expert insights to ensure you’re making 

sound decisions.

9.	 Path to Growth: You should envision a clear path to growth and value creation as a 

result of the potential partnership. You should also have a preliminary roadmap for how 

the investor’s involvement could contribute to scaling your business and achieving your 

strategic objectives.

10.	 Positive Outlook: Overall, completing the pre-investment stage successfully should 

leave you with a positive outlook on the partnership. You should feel excited about the 

potential collaboration, empowered by the alignment of goals, shared vision, and the 

prospect of achieving significant milestones together.
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In short, the pre-investment stage should 
provide you (the investee) with a solid 
foundation of information, insights, and 
mutual understanding, setting the stage for 
a dynamic and fruitful partnership with the 
investor.

PAUL MILLS 
Founder, VCMO
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Ben Cooper

Ben is Co-Founder of Angel Investors Bristol. He is an active 

investor and supporter of technology companies from 

across the South West and Wales.  He is a lead investor for 

Development Bank of Wales’s Angel Invest Wales group 

and Director of Funding & Finance at Tech South West, 

the tech cluster for the South West. Ben was part of a 

successful management buy-in in 2011 and then exit to a 

FTSE 100 wealth manager in 2016, leaving in 2018 to focus on 

his passion for StartUp and ScaleUp businesses.

Robert Misselbrook

Robert is CEO of  Mylor Ventures which helps companies 

get funded, either directly through equity investment, or 

through sales development. Rob has been involved in the 

Venture Capital sector since his days at Lehman Brothers.  

He is a Chartered Financial Analyst, and operates from the 

company’s offices at the Tremough Innovation Centre in 

Cornwall.

Expert Contributors
We would like to express our sincere gratitude to the following contributor’s for their expert 

insight and support for compiling this Playbook.
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Rob Nicholls

Rob has 30 years in global finance with a specialisation 

in margin optimisation, profit maximisation, and value 

creation. After 22 years scaling businesses in the USA 

and EMEA, Rob returned to the UK where he advises 

management teams in UK-based SMEs on how to scale 

quickly & profitably, whilst creating enduring long-term 

value.

As CEO of Rob Nicholls Consulting, Rob acts as a 

Consultant CFO, Non-Executive Director (NeD) and Board 

Advisor to SMEs with 1-500 employees across a broad 

range of business segments and geographical regions. He 

is also an Angel Investor and has backed and mentored 

startups spanning diverse sectors such as software, 

communications and fintech.

He is a qualified Chartered Accountant and holds an MBA 

from Henley Business School.

Paul Mills

Paul is Founder of VCMO a UK-based provider of fractional 

marketing services, supporting B2B SMEs—ranging 

from funded scale-ups to mid-tier and private equity-

backed businesses—through key moments of growth 

and transformation. Its Chartered Fractional CMOs and 

SOSTAC® certified planners embed strategic marketing 

leadership into organisations navigating product launches, 

new market entry, acquisitions, and leadership gaps.

https://www.vcmo.uk/
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HERE’S A SMALL SELECTION OF QUESTIONS THAT AN INVESTOR COULD ASK YOU. 
HOW WELL CAN YOU ANSWER THEM?

01.
Can you provide a detailed overview of the 

target market, including its size, growth rate, 

and key segments?

02.
What are the main barriers to entry in this 

market, and how do you plan to overcome 

them?

03.
How confident are you in your understanding 

of the market’s dynamics and trends? How 

have you validated the accuracy and reliability 

of the information you’ve used?

04.
How have you identified and validated the 

target customer segments you intend to 

serve?

05.
What methodologies were used to 

gather insights into customer needs and 

preferences?

06.
How do you plan to reach your target 

customers through distribution channels? 

Have you assessed the effectiveness and 

cost-efficiency of these channels?

07.
Who are your primary competitors, and how 

do you differentiate yourself from them? Have 

you conducted a thorough analysis of their 

strengths and weaknesses?

08.
What data or projections support your 

estimate of the market’s growth potential? 

How do you plan to capture a significant 

share of this growth?

09.
How do you define your unique value 

proposition, and how does it resonate with 

your target customers?

10.
What potential risks or challenges do you 

foresee in executing your market strategy? 

How have you developed contingency plans 

to address these risks?

Pop Quiz - 12 Killer Investor Questions

11.
What specific market trends or technological 

advancements do you believe will impact the 

industry?

12.
How do you envision the evolution of the 

market and your place within it over the next 

5-10 years?
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I hope you have found this playbook a 
valuable read and that it helps you prepare 
for future investor scrutiny. Remember, this is 
just the beginning of the investment journey. 
In Summer 2024 we will publish part two 
which will help you navigate the post-
investment phase of the journey.

PAUL MILLS (CHARTERED MARKETER, FCIM) 
Founder, VCMO



© 2023 VCMO Limited. All rights reserved. 
Registered Company No: 14551337. ICO Registration No: ZB519372

©
2

0
2

3
 V

C
M

O
 LIM

IT
E

D
        

4
7

V
C

M
O

.U
K

Do you operate without a marketing leader? 
Get in touch.

Email:	 hi@vcmo.uk 

Phone:	 +44 (0) 331 630 9395 

Web:	 www.vcmo.uk 

128 City Road, London, EC1V 2NX

Fractional Marketing Leadership.  Marketing Transformed.


	01. Introduction.
	Your journey Begins Here
	How to use this playbook
	02.Navigating the Path to Partnership. 

	Perspectives from VC & PE Investors   
	03. Unleashing Potential.

	The Strategic Goals Guiding Investors During the Pre-Investment Stage
	04. Unlocking Prosperity

	Navigating the First Dance with Investors
	05. The Investor’s Process.

	The Blueprint Behind Strategic Investment Decisions
	The Initial Screening and Opportunity Assessment Phase
	Navigating the Pre-Investment Path: The Exploration of Initial Due Diligence
	Safeguarding Success: The Confidentiality Agreements and Data Exchange Phase
	Unveiling Investment Potential: The Market Research and Opportunity Assessment Phase
	Navigating the Competitive Landscape Analysis Phase
	Unveiling Value: Evaluation of the Value Proposition Phase 
	Navigating Market Entry and Barriers Phase
	Unveiling Viability: The Financial Analysis and Viability Phase
	Navigating Uncertainty: The Risk Assessment and Mitigation Phase 
	Paving the Path: The Decision-making and Term Sheet Preparation Phase
	Forging Futures: The Negotiation and Agreement Phase
	Empowering the Future: Emerging from the Pre-Investment Stage with Confidence and Clarity
	06. Appendices.

	Expert Contributors
	Pop Quiz - 12 Killer Questions

