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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.

The essentials for successful negotiations 
Martyn James, ETFS Capital, February 2020



Without wishing to state the obvious, proper prepara�on before nego�a�ons start is 
cri�cal. Most of the �me founders are great at ge�ng over the first hurdle; perfec�ng 
their pitch to clearly convey their business idea. But some�mes, a�er finishing those 
discussions about the brilliant idea, the clarity as to exactly what they are looking for 
disappears. 

When seeking investment, founders also need to be clear about all those aspects which 
fit around their core idea. This is from the very basics, such as the amount of capital and 
valua�on they are seeking, through to the type of investor they want to bring on-board 
and the associated involvement they want from them. For us, it is just as important to 
have a clear vision on the size, shape and type of investment being sought, as it is to have 
an amazing business idea. For example, a founder may be looking for an investor to just 
provide capital and walk away – and that’s not us. 

Another key part of the prepara�on is ensuring the founders have really thought through 
their roles and how the dynamic works between them. With early stage businesses, 
there’s o�en li�le to go off in terms of proven ideas, let alone assets or revenue, so the 
decision on whether to invest has to be based on the people, especially the founders. 

Aside from the quality of the individuals, we always want to be confident that the 
founder team are themselves comfortable as to how their respec�ve roles sit alongside 
each other. If there is an imbalance between the founders in terms of who’s genera�ng 
value and who’s benefi�ng the most, it can be concerning.  

I’d say it’s key to think carefully beforehand about who’s doing what and why, and how 
sustainable that dynamic is going to be over �me. Founders should have honest 
conversa�ons between themselves about whether the appor�onment of their equity 
and the value expected to be generated by each of them is aligned. If it’s not, then they 
really should address this before talking to poten�al investors.

How important is good preparation before negotiations start?



We see those first interac�ons with founders as the start of our rela�onship. We aim to 
work hard with founders, not just on their substan�ve ideas, but on ge�ng to know 
them as people. At the end of the day, if a certain idea doesn’t work and there’s a need 
to pivot, that pivot will require a good, professional and mature team, working in 
co-opera�on with us as an investor, to help manage it successfully.   

The way founders conduct themselves during nego�a�ons and pitch mee�ngs is a key 
indicator of whether that working rela�onship is going to succeed in the future. For 
example, with rela�onships that have been successful to date, I can look back and 
genuinely say that our rela�onship now is consistent with the way that they interacted 
and nego�ated with us right from the outset, showing posi�ve indicators such as; 

     • Negotiating in good faith
     • Being well prepared
     • Knowing which points to push and which to drop
     • Taking the time to understand our priorities and objectives
        as well as their own
     • Showing personality 
     • Maintaining con�dence on the points that are important to them
     • Sensible transparency 

One thing to remember is that in some cases, failing to secure funding from an investor 
doesn’t have to be the end of the road with them. In the past, we have met companies 
where the pitch and the founders were great, but the idea just hadn’t been developed 
quite enough to enable us to invest at that �me. This might be in a technological, 
commercial or opera�onal sense. In that scenario, we try to keep in touch with the 
business, and where appropriate work with them to help them understand which areas 
they need to develop. On more than one occasion this has led to us then inves�ng six, 
or even twelve, months later. 

Why is it important to recognise that fundraising is a 
process and not an event, plus how do you build 
relationships, trust, and credibility during that process?



As well as prepara�on and transparency, both sides need to be willing to compromise 
on areas that are important to them. For us, we don’t necessarily view a nego�a�on 
where we get everything that we asked for as a good outcome. We always want to feel 
that there has been a healthy nego�a�on, call it a ‘win-win’ outcome, which we would 
view as one in which both sides have compromised just a li�le bit more than they 
wanted to at the outset. Not too much - but just enough so that each side completely 
understands what the other’s real drivers are. 

What does a healthy negotiation look like?

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.
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