Increase Your Potential for Success

Seven Strategies to Consider in Raising Private Capital

Raising private capital can be a challenging
process, but these strategies can help
increase your potential for success.
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Introduction

Raising private capital can
be a challenging process, but
these tips can help increase
your potential for success.

Raising capital for your business can be complicated.
And the challenges aren’t always limited to finding
investors
—they can include legal and regulatory
requirements, managing existing investor relationships,
determining how your deal is structured, and more. The way
in which these common challenges are managed can greatly
affect the probability for success in raising private capital.
Unfortunately, there’s no handbook or training course
available to help you maximize your potential for achieving
your capital raising goals.
At WealthForge, we’re one of the largest processors of private
placements in the industry. This has given us insight into
what works and what doesn’t in raising capital. Based upon
our experience, we’ve put together seven strategies that
anyone raising private capital should consider.
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Start with a Plan
You’ve heard of a “Go to Market” plan in sales, and when
raising capital, you need to follow a similar approach with
a “Get Capital” plan. It should outline how you plan to take
advantage of the three primary sources of capital: your
existing network; marketing to get the word out about your
offering, or a sales team and/or placement agents.
It may seem simple enough, but whether it’s your first or
fifteenth time raising private capital, each new offering needs
its own plan. When determining which blend of approaches
to take, there are multiple factors to consider including the
industry you’re in, current market conditions, amount of
time available to complete the raise, amount being raised
and the structure of your deal.
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EXISTING NETWORK

MARKETING

SALES OR PLACEMENT AGENTS

“How do I take full advantage of my network?”

“How can I expand my network?”

“How do I find the right people?”

Leverage your personal network. For example, a
former colleague on your LinkedIn account could know
potential investors in your offering even if they themselves
may not be interested.

There are several ways to do this, but one could be
to structure your deal as a 506(c) offering, allowing
you to take full advantage of web, email, and social
media, lowering the cost of expanding your network.

Finding placement agents and broker dealers is
relatively easy, but having resources available to
manage the relationship is important to ensure
they are both effective and compliant.
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Focus on Building
Investor Relationships
Investors are often more interested in why you believe in
your project rather than the purpose for raising capital.
To get investors to opt-in to your network, avoid starting
out by marketing the deal itself. While you may not be
able to pre-sell a deal before it’s ready to go live, you can
start building a relationship with potential investors
at any time by marketing your history, your team and
your story.
To do this effectively, take advantage of the latest
networking tools such as email, web, social media, and
newsletters.
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Define Your Ideal Investor

Do you want to work with
individual investors, institutions
or stick to friends and family?

From an issuer point of view, all investment capital is good
capital. But that isn’t always the case. What type of investors
do you want to be connected to throughout the life of the
investment? There are many factors to consider, including
level of experience with investing in projects like yours, total
net worth (which can indicate how much the investor would
be willing to invest), and how active the investor would like
to be with you and your project. If you don’t know how to
define your ideal investor, it’s difficult to find them.
By defining the type of investor you’re looking for, you’ll
know where to focus your energy. People often invest
alongside others they’re comfortable with, so make sure
you know whether the investors you’re trying to target are
right for you.
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Understand Your
Investor’s Motivation
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Raising private capital can
be a challenging process, but
these tips can help increase
your potential for success.

“It’s not always just
about the returns.”

For many entrepreneurs, a lot of time is spent focusing on
finding the next great project or managing business growth.
It’s important to remember investors are also spending a lot of
time trying to find the right investment. After defining your ideal
investor, think about what factors appeal to them most.
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When investors make a decision to invest, they aren’t always
motivated by money or returns alone. Often there are other
factors involved such as their personal interest in your project,
commitment to your team, or even portfolio diversification.
Often, investors are interested in just being involved in a project
they believe in.
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Does Your Offering Have
a Compelling Structure?
Issuers often spend weeks or even months defining an
opportunity, creating a business plan and finalizing a budget.
However, when it comes to structuring the investment, issuers
often rely upon a lawyer or someone they know for input on
how to structure the offering. One key to success is to base
your offering structure on current market data. This is a great
way to ensure your deal provides a compelling reason to invest
for investors. The market can tell you what your investors are
looking for. Tap into market data resources that can provide a
better understanding of what other people are investing in.
For example, do you want to structure your offering as debt,
equity, or a combination of both? Many businesses typically
use Reg D to raise equity for their offerings, but debt is gaining
popularity in some cases. In addition, there’s increasing interest
in taking a hybrid approach structuring offerings with both a
equity and debt component. You can check out more market
data on wealthforge.com.

88%

While debt investments are
gaining popularity, the majority
of offerings on our platform are
equity-based.
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Take Full Advantage
of Technology

There are many different types of technology that you can tap
into to increase efficiency and potential for success in your
business. However, there are two critical areas that should
always be utilized when raising private capital: Communication
technology and transaction management.

37

Communication technology: If you think about it, raising
capital is really just about effective communication. It boils down
to interacting with investors, building new relationships, and
sharing documents. All of these areas are made more efficient
by communication technology. Whether you want to use digital
marketing including email and social media, networking tools
such as LinkedIn, or document management software, it’s
important to use the latest tools to increase your potential
for success.

Transaction management: When raising private capital,
transaction management and security are critical. Look
for an integrated solution that combines risk management
and standardized processing delivered through automated
technology. Utilizing this type of technology can simplify what
can be a very complicated and time consuming process.
The advantage of using the right technology is that it can make
the process faster and easier. Be sure to do your research to
ensure the technology you choose is compliant and designed
specifically for your needs.
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Compliance is Critical
to Success
Demonstrating your commitment to the highest level of
compliance standards is an important part of attracting
investors. Often, investors pass on what may seem like a good
investment because of the inherent risks associated with private
investing. Demonstrating a commitment to compliance by
bringing in third-party experts to help manage the transaction
process is an effective first step.
Don’t assume that your attorney will be the solution. From an
investor’s perspective, your attorney is someone that is on your
payroll to support you. Show investors that you understand
the importance of compliance by working with a third-party to
ensure your offering meets both SEC and FINRA requirements.
It’s this commitment to quality that helps make investors more
comfortable with their decision to work with you and invest in
your offering.
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About Us
At WealthForge, we believe in the power of capital to
drive innovation and ideas that move us forward.
Yet the process of raising private capital is outdated: opaque, inefficient, and rife
with barriers. As a result, capital does not flow freely: opportunities are blocked or
frozen; potential is stymied.
We set out to break these barriers, expand accessibility, and let private capital find
its best potential. For issuers and intermediaries, we’ve created a single integrated
service to execute and manage raising capital, from thorough compliance reviews,
to data-rich dashboards that allow complete transparency into every aspect of
the process. For investors, we’re making it simpler and easier to invest in ideas
with potential.
Letting capital flow freely to the best opportunities can create exponential
benefits—for all, not just a select few. We will challenge the status quo in capital
markets by removing barriers and reducing friction in the flow of private capital.
Learn more about us at wealthforge.com.
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