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The universe of opportunities
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•Special situations investing:
• Turnarounds
• Broken spinoffs 
• Broken initial public offerings
• Faded fad initial public offerings (ipo in the past 3 

to 5 years with 1 to 3 analysts and $50 m to 1 B 
market cap)

• Collapsed SPACs (post acquisition)
• Public restarts (pivots)
• Activist initiatives (13 D)
• PIPEs ("private investment in public equity")
• Post bankruptcy stocks (Factiva for "bankruptcy 

and disclosure statement")
• Fallen angels (emerging growth stocks after a 

significant disappointment)
• Out of court restructurings
• Orphaned stocks (loss of institutional following)
• Post merger indigestion
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The security analysis approach
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Sophisticated financiers exploit market imperfections (relative to the 
assumptions of Modigliani and Miller) in order to increase firm value by 
raising “below market” capital. 

The nature of opportunistic financing…
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Pent-up demand for opportunities:
Access problems

Industry
Firm stage
Technology (innovation)
Event driven

Macro conditions 
interest rates 
commodity inflation

Regulation
Taxes
compliance

Name

External sources of market imperfections:
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Constrained supply of opportunities:
Regulatory changes
Licensing
Deregulation
Privatization
Rate of innovation

Name

External sources of market imperfections:
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Cost of funds is reduced and 
Supply of capital is increased, but
Investor expectations are unrealistic.
When performance disappoints 
expectations:

Investor sentiment turns negative
Capital costs increase
Capital supply shrinks

Unusually attractive investment 
opportunities are created by the 
disappointment of the euphoric.

Name

Benefits and costs of opportunistic financing:
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Entrepreneurial Finance Moments:
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The thematic approach
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The cycle of euphoria and disappointment: opportunity creation
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The hype cycle:
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Firm
Industry
Technology
Market
Product

Name

The cycle of euphoria and disappointment
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Name
Venture discovery and valuation
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Mining for investment opportunities in the public 
equity markets

Name
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Venture Evaluation Process

NIdea qualification
Internal context

Definition of idea
Core competency (current and future)
External context
History, Five Forces, Assessment of Opportunities and Threats

Business model analysis (the six questions)
Business plan review

Opportunities, risks, required resources, deals
Key demand drivers (macro)
Key revenue drivers (micro)
Critical assumptions of revenues, expenses, capital expenditure and working capital (realistic)
Magnitude of effect

Decomposition of ROE (projected)
Pro forma cash flows (explicit estimate(s) of g)
Valuation (enterprise)
Projected net return to the interested parties (fully diluted)

e
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Business Development Companies

NameTime horizon: Three to five years
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Elder care

Time horizon: Ten to twenty years
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Neuroscience

Time horizon: Twenty to forty years
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