The Top Five

Financial Traps
Killing Robotics
Commercialization

M Holdfast Partners

Great engineering doesn't guarantee a great business.

In robotics, the transition from 'Prototype' to 'Profit' is where

most companies die. It is no longer enough to find Product-
Market Fit; you must master Financial-Market Fit.

Here are the 5 hidden financial traps that kill scaling
hardware companies and how to avoid them.

> The Working Capital Death Spiral

THE TRAP

Treating revenue growth as a proxy for
health. In hardware, rapid growth burns
cash fast due to inventory lag.

THE FIX

You need a Cash-First forecast that models
the gap between PO issuance (paying

suppliers) and cash collection, allowing you
to manage the liquidity crunch before it hits.

%2 The Capital Stack Mismatch

THE TRAP

Using expensive Equity (VC dollars) to fund
Inventory. This is like taking your Ferrari out
on a grocery run.

THE FIX

Use the right debt facilities early (term
loans, revolvers, and working capital lines)
to improve returns and preserve precious
equity for R&D and talent.

% Premature Field Scaling & Releases

THE TRAP

Hiring a massive support team before the
product is stable. This explodes OpEx and
hides the real problem (product reliability).

THE FIX

Force R&D to own deployment until specific
reliability KPIs are met. Don't let Service
become a catch-all for R&D patches.

** The Pricing & Valuation Paradox

THE TRAP

Hardware sales drive cashflow; Recurring
Subscriptions drive enterprise value.
Leaning too far one way without the right
financial infrastructure leaves you in a cash
hole (Haa$S) or a suppressed value
(Hardware only).

THE FIX

Bifurcate your revenue. Price hardware to
cover costs and burn (Cash), and price
software/data to drive high-margin
recurring revenue (Value).

% Service Margin Quagmires

THE TRAP

Treating Post-Sales Service as a loss
leader. In robotics, deployment
environments are messy. Perpetual white-
glove support kills unit economics, and
customers will expect it forever.

THE FIX

Model service as a profit center from Day 1.
If the customer won't pay for the SLA, the
robot isn't creating enough value.
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