
Investing In Startups

The Game, The Rules and Investors

LAMARKA	Consulting	Services	©	2017				|				Investing	In	Startups	– The	Game,	The	Rules	and	Investors



Startup
Fundamentals



Business Models

Traditional

• Owner Control
• Debt Funded

Franchise

• Infrastructure
• Branding

“Startup”

• Equity Share
• Private Investment
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Startup Model

“A	startup	is	a	human institution designed	to	deliver a	new	product	or	service	
under	conditions	of	extreme	uncertainty.”	- Lean Startup

What	makes	it	unique	– investor	exit,	rapid	growth,	acquisition	(>90%)

Challenges – culture,	infrastructure,	loss	of	control/dilution,	quality	Startups
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Purpose and Value Proposition

• Innovation	Centers	– Quality	Startups,	Access

• Ecosystem	- Commercialization	of	ideas

KSA	- Economic growth and home grown organic sustainability
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Life Cycle - Where are You and What is Important
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Series A
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VC 
Funding

Angel
Funding
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• Understand the Customer
• Have a Plan
• Know what it Costs
• Communicate it Intelligently
• Build MVP/Prototype

VC 
Funding

Angel
Funding
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• Convertible Note
– Quick and easy to create
– Based on a Cap
– Debt until converted

• Equity
– Complex, more time to complete
– Based on valuation 

Convertible Note Vs Equity
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A convertible note cap sets the maximum valuation at 
which the investment made via the convertible note 
can convert into equity. Investors in the convertible 
note typically get converted at the lesser of the 
valuation of the next qualified priced round and the 
cap.

What is a Cap in a convertible note? 
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The
Environment



• Ecosystem – Young, unskilled
• VC – Mature, in Dubai
• Angels - Unorganized

– Take too much equity
– Often not engaged

• Startups – unprepared
• Culture – shared risk and acquisition is new
• Universities – Patents not Commercialization
• Government  - Build infrastructure

KSA	Environment
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Exits	are	Growing
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Time	to	Exit	
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Acquisition	not	IPO
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VC’s	with	Notable	Exits	are	Growing
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Trends	in	MENA
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Smart Investing



• Share	the	risk
• Balance	your	portfolio
• Don’t	crush	the	startup

Investing	is	not	a	competition
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Startup Life Cycle and Investment
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Equity	Share	Range Common
• Founder	10%	- 20% 15%
• Executive	Team	5%	- 20% 10%
• Stock	Option	Pool	20% 20%
• Angel	Investors	10%	- 15% 10%
• Venture	Capital	40%	– 60% 50%

Everyone	must	win
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Why	Invest?

Beside	Making	a	Difference
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Acquired	by	Microsoft	for
$8.5	billion



Invested ROI
$37,000				 $137M
SR	135,000 SR	500,050,000

Reed	Hoffman	
Facebook	 Investor	Linked	in	Founder…………	
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