
Venture Capital
Exit Strategies

Exit Strategy Overview

© 2024 Financial Edge Training 1



Exit Strategy

Invest in a startup A vision of how to exit

LIQUIDITY EVENT

Sale of the shares held Return the maximum amount of capital

$

FOR 
SALE $

$

What is an Exit Strategy?

Founders & investorsSell or “cash out” ownership Liquidate ownership

Financial and operational 
goals achieved

Financial and operational 
goals not achieved

Potentially earn a 
substantial profit at exit

Limiting the founders and 
investors’ losses
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Greater variety of exit options

Initial Public 
Offering (IPO)

Strategic 
Sale

Financial Sale
(PE Fund)

Share 
Buy Back

Secondary 
Sale

Initial Public Offering 
(IPO) as an Exit Strategy
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Initial Public Offering (IPO)

Shareholders Sell shares Stock exchange

Sell some or all the shares they hold

Proceeds go to the shareholders

New shares to be sold to outside investors 

Raising capital for the company

Existing Investors New Investors

Lockup Period Lockup Passed

Typically, 3 – 6 months

Unable to sell shares

Sell shares on open market

Fully exited in 1-2 years

Market Risk Deliver Above EstimatesVC Investors
Coming from the shares of the 

company being publicly traded
Benefit from the associated increase 

in the company’s share price
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PRIVATE & PRE-IPO

“Unicorn” Status

Revenues greater 
than $100 million

Cost of developing products 
and scaling the business

Startup may still 
not be profitable

Delay any IPO Valuation of at least $1billion

7 YEARS 8 YEARS

IPO After Founding
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Median Age of Tech IPOs
Median time to IPO has shown an increasing trend 2012, reaching a median time to IPO in 2022 of 14 years

Steps to a Successful Initial 
Public Offering (IPO)
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Factors Contributing to a Successful IPO

Historical basis Projected 1-2 year outlookRevenue & 
Profitability

Company is adding 
new customers

Existing customers are 
loyal and spend more

Lower churn –
Vs. new customers

Profitability rare among start-ups

Path to near-term profitability Plan for how to achieve profits

Factors Contributing to a Successful IPO

Viewed positively by public market investors 

Competitive advantage
with high barriers to entry

Differentiated 
product or service 
that can be scaled

Experienced and 
respected management 

team
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Timing of an IPO

Global 
economies Inflation Stagnation Geopolitical turmoil

Avoid the negative 
investor sentiment

Negatively affect ability 
to exit other investments 

Defer timing 
of exit

Sale as an Exit Strategy
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Financial BuyerStrategic Buyer
ANOTHER COMPANY LATER STAGE PE FUND

Control premiumSold for a percentage premium 

Strategic Sale
More profitable for existing investors than an IPO

Financial BuyerStrategic Buyer

Premium Paid

HIGHER PREMIUM LOWER PREMIUM

Combine with existing operations

Deliver synergies

Enhanced growth opportunities

Unable to benefit from synergies
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Strategic Buyer

Attractive exit route 

New products New technologies New growth opportunities

Cash flowsProfitability

59 acquisitions Totaling $62bn 

Complement offerings and technologies

Prioritize 
products 
& ideas

Above 
cash flows 
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IPO vs Sale Exits

Strengths & Scalability

Sale Exit IPO Exit

Competitive product offering 

Operating in a niche market

Unique & scalable tech product

Phenomenal growth (short term)
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Amount of Capital

High-levels of raised capital

Low-levels of raised capital

Too expensive for a strategic sale Difficult to find a buyer with sufficient capital

Easier to position for a strategic sale Higher chance of sale with multiple buyers

Share Buyback, Secondary 
Sale & Liquidation
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Partial or full ownership stake in a startup company

Share Buyback Secondary Sale

Share Buyback

Ownership stake will increase Impact control of the business

Sell sharesVC fund Founders
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Partial or full ownership stake in a startup company

Share Buyback Secondary Sale

Secondary Sale

Sell sharesVC fund

Liquidity event to return capital IPO or sale not currently viable

Another VC fund or 
institutional investor

OR
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Liquidation (or Bankruptcy)
The least optimal exit strategy for founders and VC fund investors

Remaining Assets Residual Value
Sold to pay off 

outstanding debts
Divided among existing 

shareholders

End operations or liquidate Inability to pay obligations

Please do not redistribute these materials without the 
express permission of Financial Edge Training.
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