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VC lifecycle

Understanding the Venture Capital Lifecycle for Startups

DEFINITION

The VC lifecycle describes the stages of investment that venture capitalists go through to fund startups. It includes

sourcing, investing, managing, and exiting investments.

KEY CONCEPTS

Sourcing Deals Due Diligence

Venture capitalists identify potential startups for investment This stage involves thorough evaluation of a startup's business
through networking, referrals, and industry research. model, market potential, and financials before investing.
Investment Portfolio Management

Once a startup passes due diligence, the VC provides funding in Venture capitalists actively support and monitor their investments
exchange for equity ownership. to help startups grow and succeed.

Exit Strategies

Venture capitalists seek to exit their investments through

methods like IPOs or acquisitions, realizing returns on their

investments.

EXAMPLES MEMORY TIPS COMMON MISTAKES

- A VC firm invests $1 million in a tech * Remember 'SDIME' for Sourcing, Due X Overlooking the importance of
startup after successful due diligence. Diligence, Investment, Management, Exit. thorough due diligence.

- A startup is acquired by a larger * Think of the lifecycle as a journey: X Failing to maintain communication
company, providing a lucrative exit for Start, Evaluate, Invest, Nurture, Exit. with portfolio companies.

its investors. * Visualize a funnel: wide at the top X Neglecting to plan for exit strategies
- A venture capital fund organizes (sourcing), narrowing down to exits. early in the investment.

regular meetings to support portfolio
companies.

QUICK RECAP

The VC lifecycle consists of sourcing, due diligence, investing, managing, and exiting investments. Understanding each stage is

crucial for successful fundraising and investment in startups.
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