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19BAT618-FINANCIAL SOURCING MANAGEMENT 

Early Stage Financing Lecture Notes 

1. Introduction to Early Stage Financing: 

 Definition: Early-stage financing refers to the initial capital injection into startups during their early 

development phases. 

 Crucial for turning innovative ideas into viable businesses. 

2. Funding Stages: 

 Seed Funding: 

 Initial capital for proving concepts, developing prototypes, and conducting market research. 

 Often sourced from friends, family, angel investors, or accelerators. 

 Angel Investors: 

 High-net-worth individuals providing financial backing in exchange for equity. 

 Bring not only capital but also mentorship, advice, and industry connections. 

 Venture Capital (VC) Funding: 

 Series A and Series B rounds are common for early-stage startups. 

 VCs invest in exchange for equity and may require a board seat. 

3. Types of Financing Instruments: 

 Convertible Notes: 

 Debt that converts into equity at a later funding round. 

 Allows startups to receive immediate funding without a firm valuation. 

4. Valuation Challenges: 

 Early-stage companies face difficulties in determining fair valuation. 

 Balancing the need for capital with the impact on equity dilution is crucial. 
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5. Due Diligence: 

 Investors conduct due diligence to assess team, market potential, competition, technology, and financials. 

 Startups should be prepared to provide comprehensive information during this process. 

6. Runway and Burn Rate Management: 

 Startups must manage runway (time until they run out of money) and burn rate (monthly spending). 

 Investors look for a clear plan on fund utilization to achieve key milestones. 

7. Business Plan and Pitch: 

 A well-crafted business plan and compelling pitch are essential for attracting early-stage investors. 

 Clearly articulate the problem, solution, target market, revenue model, and go-to-market strategy. 

8. Milestone-Based Funding: 

 Investors may release funds based on predefined milestones. 

 Aligns interests, ensuring progress before additional funding. 

9. Exit Strategy: 

 Importance of a well-defined exit strategy for investors. 

 Options include acquisition or initial public offering (IPO). 

10. Legal and Regulatory Compliance: 

 Emphasize the need for legal and regulatory compliance. 

 Covers aspects like intellectual property protection and adherence to securities laws. 

11. Building Strategic Partnerships: 

 Early-stage financing is not just about funds; it's also about building strategic partnerships and mentorships. 

 Partnerships contribute to a startup's success through shared expertise and networks. 

Conclusion: 

 Early-stage financing is a critical phase that requires a clear vision, a viable business model, and strategic 

planning. 

 Founders must balance the need for capital with equity considerations and demonstrate a path to sustainable 

growth. 


