Private Equity
vs. Venture Capital ...

bro




PE and VC: Key Differences

Private Equity Venture Capital
Primarily invests in mature, established companies, Invests in startups and early-stage companies with
often with stable cash flows. high growth potential.
Typically involves large investments, ranging from  Generally smaller investments, ranging from
millions to billions. thousands to millions.
Lower risk compared to VC, focusing on High-risk investments, as most startups fail, but

established companies with room for improvement. successful ones offer massive returns.

Active involvement, including restructuring, Hands-on involvement in strategic guidance,
operational improvements and leadership changes. product development and networking support.

PE firms often exit via IPOs, mergers, or selling the Similar to PE, VC firms exit by selling shares during
company after improving its performance. IPOs or acquisitions by larger companies.



Intro to Venture Capital

Venture capital is a form of private equity investment provided by investors to startups and early-stage companies
with high growth potential. VC investors typically offer capital in exchange for equity, hoping for significant returns as
the company scales. Here are three essential points:

High-Risk, High-Reward Investment - Venture capital often targets innovative startups in industries like technology,
biotech and clean energy. These companies usually have limited access to traditional financing due to their high-risk
profiles. Although many ventures fail, successful investments can yield massive returns, making venture capital a
high-risk, high-reward proposition for investors seeking outsized gains from a diversified portfolio.

Hands-On Involvement - VC firms often go beyond providing capital by offering strategic guidance, networking
opportunities, and operational support. This hands-on approach helps startups scale rapidly, leveraging the firm's
expertise and resources to navigate complex business challenges. Venture capitalists may also secure board seats to
influence company decisions and ensure alignment with their growth strategies.

Stages of VC Funding - VC funding is typically structured in stages, including seed, early-stage and late-stage
investments. Seed funding focuses on supporting a company's development, while early-stage funding helps startups
scale operations. Late-stage funding is geared toward companies preparing for growth initiatives, such as IPOs or
mergers. Each stage comes with different expectations for growth, valuation and investor involvement.



Venture Capital: Key Features

PRIVATE FINANCING

Venture capital is a form of private funding provided to
companies, as opposed to public financing options like
bank loans or IPOs.

EARLY-STAGE COMPANIES

Venture capitalists typically invest in startups and
small businesses that are in the early stages of
development, such as the seed, early, and expansion
stages.

HIGH-POTENTIAL GROWTH

Venture capitalists focus on companies with strong
growth prospects, often in industries like technology,
biotechnology, and fintech, where the potential for
rapid expansion and high returns is significant.

RISK AND EQUITY STAKE

Venture capital investments involve high risk, but
venture capitalists are willing to take on this risk in
exchange for substantial equity stakes in the
companies they fund, betting on their future success.

VENTURE CAPITAL PLAYS A CRUCIAL ROLE IN SUPPORTING INNOVATIVE AND HIGH-
GROWTH COMPANIES, PROVIDING THE NECESSARY FUNDING AND STRATEGIC GUIDANCE

TO HELP THEM SUCCEED AND SCALE THEIR OPERATIONS.




Investment Stages

e SEED STAGE EXPANSION STAGE
Initial funding to Capital to scale
develop a operations, enter new
concept or markets, or develop
product prototype new products

o o

Financing for
companies that have a
product and are ready
to launch commercially

e EARLY STAGE



Example of VC Investment Targets

BIOTECH COMPANIES

Firms that focus on the
research, development,
and commercialization of
new medical treatments,
pharmaceuticals, and
therapies derived from
biological processes and
living organisms.

TECH COMPANIES

Startups and small
businesses that leverage
innovative technologies,
software, and digital
platforms to disrupt
traditional sectors and
create new market
opportunities.

FINTECH COMPANIES

Enterprises that use
technology to provide
innovative financial
services, such as digital
banking, mobile
payments, blockchain-
based applications, and
Al-driven investment
management.



Intro to Private Equity

Private equity involves investment in private companies or the acquisition of public companies with the intention of
delisting them from public stock exchanges. PE firms typically aim to improve business performance and sell their
stakes for a profit. Here are three key aspects of private equity:

Focused on Mature Companies - Unlike venture capital, which targets startups, private equity generally focuses on
mature companies that need restructuring, expansion or operational improvements. PE investors look for businesses
with stable cash flows but untapped growth potential. Their goal is to unlock value by improving efficiency, scaling
operations, or restructuring finances, ultimately selling their stake at a higher valuation after a few years.

Leveraged Buyouts (LBOs) - A common strategy in private equity is the leveraged buyout, where a firm acquires a
company primarily using debt. The company’s future cash flows are then used to repay the borrowed capital. This
approach allows PE firms to control large companies with minimal upfront capital. While LBOs offer potential for high
returns, they also carry significant risks, especially if the firm’s performance doesn't meet the expectations.

Active Ownership and Value Creation - PE firms take an active role in managing the companies they invest in, often
installing new leadership, optimizing operations, or implementing strategic changes. This hands-on approach is
aimed at increasing the company's profitability and market value over a defined investment horizon, usually 3-7 years.
Once value is created, the firm typically exits through a sale, IPO or merger.



Private Equity: Key Features

_ INVESTMENT STRATEGIES INVESTMENT HORIZONS AND RETURNS
X
*§ ' Private equity encompasses a range of investment @ Private equity investments usually have a shorter
7\ strategies such as Leveraged Buyouts (LBOs), Growth horizon compared to venture capital, often between 3
Capital and Distressed Investments. to 7 years, with the aim of generating substantial
returns through improved company performance and
strategic exits.
TARGET COMPANIES
99" Private equity firms typically target established MANAGEMENT INVOLVEMENT
companies with stable revenues and cash flows that Cl, > Private equity investors often take controlling stakes
need operational restructuring or strategic redirection. and implement significant changes in management and

operations, focusing on cost reduction, efficiency
improvements, and strategic repositioning to increase
the company's value.

PRIVATE EQUITY PLAYS A CRUCIAL ROLE IN THE FINANCIAL ECOSYSTEM, PROVIDING CAPITAL AND

OPERATIONAL EXPERTISE TO MATURE COMPANIES, HELPING THEM ACHIEVE OPERATIONAL EFFICIENCY
AND MAXIMIZE THEIR VALUE THROUGH STRATEGIC MANAGEMENT AND EXITS.




Types of Investments (non-exhaustive)

LEVERAGED BUYOUTS

A leveraged buyout (LBO) involves
acquiring a company primarily
using borrowed funds, with the
company’s assets and future cash
flows often serving as collateral.
This allows private equity firms to
make large acquisitions with
minimal equity. The goal is to
improve operations or profitability
and later sell it for a profit.

GROWTH CAPITAL

Growth capital investments are
made in companies that are already
profitable but seek financing to
accelerate growth. Investors
provide capital in exchange for a
minority or majority stake, aiming to
benefit from the company's future
growth while minimizing the risks
associated with early-stage
ventures.

DISTRESSED INVESTMENTS

Distressed investments involve
acquiring companies or assets that
are financially struggling or in
bankruptcy. Private equity firms
specializing in distressed
investments seek to purchase these
companies at a significant
discount, with the intention of
turning them around or selling off
valuable assets.



PE and VC Synergies

LIFECYCLE
PROGRESSION

Companies often
progress from venture
capital funding in the
early stages for product
development and market
establishment to private
equity investment in the
maturity stage for scaling
operations, optimizing
performance, and
preparing for an exit event
like an IPO or acquisition.

FINANCIAL
ECOSYSTEM ROLE

Venture capital fuels
innovation and job
creation by funding
startups, while private
equity enhances the
efficiency and
competitiveness of
established companies,
leading to improved
economic productivity.

SHARED
EXPERTISE AND
NETWORKS

Investors in both VC and
PE bring valuable industry
experience, strategic
insight, and extensive
networks that benefit the
companies they invest in,
leading to collaborations
and partnerships that
drive growth.

EXIT STRATEGIES

Venture capital-backed
companies become
attractive targets for
private equity firms
seeking growth
opportunities, while PE
firms may exit their
investments by selling
companies to VC-backed
firms seeking strategic
acquisitions.

INVESTMENT

DIVERSIFICATION

Combining venture capital
and private equity
investments in a portfolio
can diversify risk and
return profiles, with the
high-risk, high-reward
nature of VC balanced by
the more stable,
operational
improvements-driven
returns of PE
investments.



Thank you for reading.

[f this resonated with you, I'd love for you to
share it with others who might find it helpful.

Until next time,
PE Bro
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