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Role of venture capital investors on firm developme nt: 

evolution of cash flows
Seed and Early Stage Venture Capital investors have  a primary role on 
supporting new company during their first years
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EQUITY – THE WHOLE CYCLE



Why sell the firm

� No next generation
� Divest non-core business
� Turnaround of difficult situation

Concentration� Concentration
� Necessity of large investments



Why buy a firm

� Target firm not well run
� Underestimate by stock market
� Increase dimension
� Seeking synergy
� Eliminate competitor� Eliminate competitor
� “Ego” of buyers’ management
� Strategic fit



Who buys

� Industrial strategic 
� Competitors, suppliers, clients (horizontal, vertical)
� Investors (banks, hedge funds, private equity funds)
� managers







Way out

� Ipo
� Trade sale
� Secondary buyout
� Re-leverage
� Write-off









Evidence of capital markets overperformance: Credit  
Suisse Index



Credit suisse family index company list



Evidence from capital markets: a basket by Morgan 
Stanley



Morgan Stanley basket of family firms: data



Performance of family business PLCs versus Footsie 
companies



Finance theories and family firms



10 golden rules on how not to loose the firm…..

1. Believe that your son is able to manage the 
firm

2. Mix the role of shareholder with that of 
managermanager

3. Insist to maintain control of the firm
4. Delay opening up the firm’s capital to 

outside capital
5. Incapable of choosing good managers  



….or how to learn from others’mistakes

1. Unable to create an environment between 
owners and managers oriented towards 
value creation

2. Unable to recognize that past success 
factors have inexhorably changedfactors have inexhorably changed

3. Increase debt leverage beyond safety limits
4. Diversification: danger or opportunity?
5. Believe to be smarter that the others 


