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We have dis�lled our collec�ve experience of building companies 
into a series of pragma�c insights. Whilst we acknowledge that 

we con�nue to learn, we hope you find them useful.



A company’s value is the worth of the business as a whole or simply what it would cost 
to purchase the business today. There are mul�ple ways to value a company. Some focus 
on fundamentals, so the company’s ability to generate and grow future revenues, while 
others are based on comparisons to other companies, such as mul�ples and ra�os.

At ETFS Capital, our usual method of determining a company’s value combine:

     • DCF (discount cash �ow models), 
     • Transaction comparables and 
     • Asset-based valuations. 

However, these methods tend to work best with businesses with a history to base them 
on, and not so well for start-ups. For start-ups in the FinTech space, everything revolves 
around what’s been built – unique selling points, how they’re different, and the scale of 
the problems they are trying to solve. From these bases we can make assump�ons about 
future revenues and decide how much we would be willing to pay today for future value. 

Also, it’s worth remembering that the valua�on process will happen at least twice, so the 
founder will do their own one first and then we, as the poten�al investor, will do our own 
one. Hopefully both valua�ons will be similar and, in our experience, if both are using 
robust assump�ons based on high quality analysis then they will be.

If we are not confident in the founder’s assump�ons, we won’t be confident in the 
valua�on and any investment is then unlikely.  

How do you usually determine a company’s value?



In our experience, confident assump�ons exhibit three things:
 
     1. Deep understanding of the industry being operated in 
     2. Real understanding of the business’s economics. For example: what drives 
          the cash flows and what will clients pay? 
     3. Credible founders with proven exper�se and experience, who can demonstrate 
          the determina�on and resilience needed to stay the course, as well as showing
          the maturity and emo�onal intelligence to recognise their own limita�ons and 
          build a strong and complementary team.

Confidence in the founders is o�en the most important factor.  You can have an 
outstanding business idea, but if you don’t have the right person or team for the job, it 
will fall flat. 

Yes.  We apply different considera�ons depending on where a company sits within a 
market and how evolved that market is.  

If a company sits within a mature market, we can analyse the revenues of its 
compe�tors and determine if and how this company could capture market share from 
them. In this case, the focus is on the likelihood of differen�a�on and disrup�on. 

In a new market, the focus is on disrup�on, how the business is likely to be received, and 
the scale and complexity of the problems it seeks to solve.  There’s a level of 
independent research to be done to verify and validate the scale, complexity and 
importance of the problems that you’re solving. Along with this, a judgement must be 
made about how much users will be willing to pay for the solu�on. 

Do different methods or considerations suit different 
types of industries and situations?



A robust valua�on is the amount we are willing to pay based on an es�mate of future 
revenues. The es�mates are forecasted profits. The valua�on is driven by what we’re 
willing to pay now for those future cashflows

What is the difference between the valuation and 
an estimate?

Given the uncertain�es involved, valua�ng start-ups is usually more art than science – 
assessing and priori�sing the variables involved. It’s also a judgement about how a 
poten�al investee’s industry will pan out and how their solu�on will fit in. That’s the real 
challenge. We need to find a balance between ge�ng our facts straight, and then 
applying good judgement. O�en it can come down to what feels right for the specific 
company.

Is a company valuation an art or a science? 

A company valua�on determines where we and investees are star�ng from.  In the first 
instance you will have raised at a certain valua�on. As that’s your star�ng point it will 
determine where you set your next valua�on. Company valua�ons can also be used to 
measure a business’s performance as you can track how its valua�on has increased or 
decreased over �me. 

What is a company valuation used for?



If the valua�on is too low or too high, you will end up in a world of pain. 

If a valua�on is too high, future funding rounds are going to be more difficult as it dilutes 
the future value that will be generated. Most founders o�en spend 40% to50% of their 
�me trying to raise money, which isn’t good for their business. That’s why one of our 
USPs is that if you’ve reached your goals and we believe in the business, then we will 
con�nue to fund you. This way our founders don’t have to spend around half their �me 
trying to raise new money. They can focus on building their business to grow its value for 
everyone’s benefit. 

What are the potential problems of a poor valuation?

No. Founders o�en come to us and say that they’re willing to give up 30% of their 
business, it’s as simple as that. We take that number and consider whether it is 
appropriate given our opinion on the assump�ons presented to us. If a business 
overvalues itself, it’s a red flag. Everything’s got to be reasonable – the decision comes 
down to how much you’d be willing to pay for the business. You don’t need an expert to 
give a valua�on – an expert valua�on could s�ll be wrong. 

Can only an expert produce a credible 
company valuation?



ETFS Capital is a strategic investor working across the global investment ecosystem with 
a focus on ETFs. Today, our purpose is to iden�fy and empower the innova�on-led 
companies driving change, o�en technology-enabled, and help them become 
tomorrow’s leaders.

Created by ETF industry veterans and chaired by Graham Tuckwell, an ETF industry 
pioneer and founder of ETF Securi�es, we provide more than just growth capital. From 
strategic insights and advice, best prac�ce-led opera�onal guidance and tailored service 
solu�ons through to access to our collec�ve network, we enable our por�olio firms.

Evolu�on reimagined
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