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Chapter 1

Introduction 
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“Shark Tank” and its equivalent television show Dragons’ Den are very popular television shows and are known globally. Both television shows have been running for decades and continues to do so. As far as I know the show have versions in the US, UK, Canada, Australia and so on.

A big part of these show’s appeal is the drama and/or banter between the investors and the business owners seeking funding. A lot of people online admit to binging on these television shows perhaps because they too want to be an aspiring business owner one day and want to know firsthand how to raise funds from multimillionaire investors.

While the show’s multimillionaire investors ask many questions from the business owners seeking funding, they almost always ask the questions being discussed in this book. 

Hopefully this book would be able to assist you if one day you would be in the shoes of one of the business owners asking for funding in these shows. But it does not have to be just Shark Tank or Dragons’ Den. The questions that would be discussed here would likely be asked of you by seasoned investors who want to make sure that they are prudently investing their money on you and not just giving it away.

If ever you are asking for investment in your business using the professional channels you should come prepared to ask any questions thrown at you. Do not be mistaken in thinking that seasoned investors would invest in you out of pity. Investors do charity but they separate business from charity so don’t compare them to your friends, family and other people close to you who are likely to invest their money with you because they like and pity you.

Do not also expect seasoned investors to be lenient with you just because you are a business owner in need of funding and most likely just starting out. Seasoned investors would be doing quite the opposite, they would be very strict with you because you are a low funded and relatively new business which are big reasons why there is a strong likelihood that your business would fail taking the investment money of your investors down the drain with you.

In all my experience in business which includes binging also in Shark Tank and Dragons’ Den I realize that professional investors especially the multimillionaires are very thorough with their questioning even though they are only about to invest a small amount of their fortune to a business asking for funding.

I also do know that when an investor sees a huge opportunity to make a lot of money in a promising business that would earn millions and even billions if given even just a small amount of funding, these investors would wring and use every trick to secure a funding contract with these business asking for funding so be very careful how you negotiate with investors in Shark Tank or Dragons’ Den and for that matter all investors.
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Chapter 2

Profit Ratio
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Right at the onset investors would like to know if they would make a lot of money by investing in you and your company. Your friends and family might just want their money which they loaned to you back after you have made profit from your business but seasoned investors are not your family and friends, they are always out there for big money making opportunities and not small ones.

For example, if you want an investment of $50,000 for 20% of your business and expect only to earn $5,000 net profit per year then it means that it would take ages before your investor even earns his capital investment on you back.

Let us compute why: the investors invest $50,000 in your business which you then use to earn $5,000 a year. Of the $5,000 you earn every year your investor is entitled to 20% of your earnings because they own 20% of your business.

Essentially, they earn $1,000 a year from their $50,000 investment in your business. See the reason why they would be making a bad investment if they invested in your business? It would essentially take 50 years for them before they recouped their investment without making any profit off it.

50 years is a very long time, its almost a lifetime. The investor could be dead already and still they haven’t recouped even just their investment from you and your business. By this simple analysis by your investors on your business only a foolish and unseasoned investor would invest in you and your business. 

You can use the example above to calculate or assess how desirable your business is to your would be investors. The simple assessment above would also give you an idea if your business is even worth pursuing.

A business that is worth pursuing is a business that is not only profit-wise attractive in your assessment but to other people as well especially seasoned investors. If you are having a difficult time finding investors to fund your business you might have the problem that has been stated previously: a very poor profit ratio.

Another big mistake business owners make when deciding how much equity or company ownership they would give investors is their perceived value of the business. For example, if they have spent $100,000 on patents and prototypes and another $50,000 stocking inventory and they believe that they can sell their inventory for a profit of $25,000 they foolishly assume that the value of their business is $175,000 so they ask for $35,000 in exchange for 20% equity in the business.

There are a lot of things wrong here: 

1. The value of the patents is yet to be determined by how sellable the product is. 

2. The inventory has zero value unless it is sold at a certain price.

3. The assumed profit is only correct once the products are actually sold at the specified price that would produce $25,000 profit.

As you can see, the amount of the profit and how soon the investment of the investors can be recouped is of paramount importance and the other factors are just secondary.
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