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ThewUKwGovernmentwintroducedwawschemewinw2CS2wtowincentivizewpeoplewtowinvestwinwearlywstagew
companiesM

It’swstillwlargelywunknown;wwhichwiswawgreatwpitywbecausewcombinedwwithwcrowdwfunding;wawrecentw
innovationw inw howw youngw companiesw raisew money;w itw hasw hugew potentialw –w bothw forw thew UKw
economy;wandwforwyourwpersonalwinvestmentwplanningMw

Thiswserieswofwarticleswhaswbeenwwrittenwbywourw“dreamwteam”wofwexpertswinwthewfield:

Shane,Smith;wcreatorwofwawnewwTVwserieswtowhighlightwthewBestwofwBritishwstartHups;

Paula,Steele;wanwawardwwinningwindependentwfinancialwadvisor;wand

Kathryn, Robertson;w untilw recentlyw HMRC’sw policyw leaderw onw thew taxw reliefsw thatw shew helpedw tow
designM

Prof., Paul, Nightingalew ofw thew Universityw ofw Sussex;w onew ofw thew UK’sw mostw prolificw hubsw forw
innovationwinwdigitalwcreativewindustries;walsowcontributedM

They, have, come, together, to, tell, you, all, about, boosting, your, retirement, portfolio, with,
SEIS,funds,,or,better,still…
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Executive summary

AnKinnovativeKtaxKreliefKschemeKintroducedKbyK
theKChancellorK inK68’6KhasK KhadKmodestKtake;
upK soK farEK leavingK greatK potentialK forK theK
schemeK toK bothK boostK portfolioK returnsK andK
haveK aK transformativeK impactK onK theK UKK
economy4

InKthisKpaperKweKexamineKwhyKtheKtakeKupKhasK
beenK soK lowEK andK illustrateK oneK particularK
contextK forKusingKtheKschemeEKcombinedKwithK
crowdfundingEK toK makeK prudentK butK
productiveKinvestments4

ThisK entailsK aK combinationK ofK targetedK
investmentEKactiveKuseKofKtheKtaxKreliefsEKandKaK
proportionateK levelK ofK diligence4K K ForK theK
purposeK ofK theK workedK exampleEK weK haveK
assumedK thatK investorsK makeK fullK useK ofK theK
annualK £’88E888K ceilingK allowedK byK HMRCK forK
theKframeworkK–KandKweKcompareKtheKreturnsK
availableK fromK comparableK investmentK inK aK
lowKriskKFTSEKmanagedKportfolioKwithKaKtypicalK
feeKstructureNKasKwellKasKaKmanagedKSEISKfundEK
againKwithKaKtypicalKfeeKstructure4KKReadersKcanK
ofK courseK scaleK back4K TheK resultsK makeK aK
compellingKargumentK forKembracingKthisKkindK
ofKinvestment4

A great year for the start-up 
ecosystem, and for 
Crowdfunding platforms

68’3K wasK aK greatK yearK forK equityK crowdK
fundingK EK withK approximatelyK £)8K millionK
raisedK byK theK UK’sK combinedK platformsK andK
theK industryK bellwetherEK theK FCAK regulatedK
platformK CrowdcubeEK recordingK 6L3FK growthK
overK 68’%4K K ButK evenK thisK strongK performanceK
palesK inK comparisonK toK theK potentialK forK

furtherK growth4K ItK tookK yearsK ofK campaigningK
byK theK LondonK StockK Exchange’sK AlternativeK
InvestmentK MarketK MAIMRK beforeK theK sharesK
listedKonKitsKboardKcouldKbeKincludedKinKanKISA4KK
SimilarK benefitsEK andK moreEK areK availableK toK
crowdKfundKequityK investorsK throughKtheKUK’sK
SeedK EnterpriseK InvestmentK SchemeK MSEISR4K
SomeK )6E888K taxK payersK inK theK UKK earnedK
enoughK taxableK incomeK inK 68’3K toK benefitK
fromK theK fullK £’88E888K annualK limitK onK SEISK
investmentEK aK notionalK untappedK investmentK
poolK ofK £)6bn4K K GivenK thatK B)’E888K newK
companiesK registeredK atK CompaniesK HouseK inK
68’3EK thisKnotionalK investmentKpoolKwouldKbeK
sufficientKtoKprovideK£’B8E888KMtheKmaximumKaK
companyK isK allowedK toK raiseK underK SEISRK toK
aboutK’8FKofKtheKnewKstart;upsKcreatedKinKtheK
UKKeachKyear4KKNowKthatKwouldKbeKquiteKaKshotK
inK theK armK forK UKK PlcEK asK onlyK aK smallK
percentageK ofK firmsK MroughlyK 3;)FRK generateK
theK vastK majorityK ofK jobK creationK andK
innovationK inK anK economy4K K £)6bnK wouldK
representK aK transformativeK levelK ofK equityK
fundingK forK newK firmsK inK theK UK4K K SoEK what’sK
holdingKusKback‘K KTheKtwoKkeyKroadblocksKareK
riskEKandKtheKcostsKimposedKbyKcomplexity4

How risky are smaller, start-up 
companies?

It’sK aK greatK questionEK withK answersK varyingK
widelyK andK dependingK onK howK weK defineK
successKandKfailure4KMostKstart;upsKfailKquicklyEK
withKroughlyKhalfKgoingKoutKofKbusinessKwithinK
%K years4K ButK mostK ofK theseK firmsK aren’tK
interestedK inK equityK investmentK andK aren’tK
‘investmentK ready’4K Prof4K MarcK CowlingEK aK
leadingK economistK ofK smallK firmK financingK atK
theK UniversityK ofK BrightonEK hasK shownK thatK
conventionalKwisdomKaboutKtheKrisksKofKequityK
investmentKisKoftenKincorrectEKwithKtheKkindsKofK
innovativeK firmsK thatK seekK equityK fundingK
havingK veryK lowK failureK rates4K ForK exampleEK
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possibly0the0longest–established0equity0Nrowd0
funderK0 The0 Gustralian0 Small0 Scale0 Offerings0
4oardK0founded0in0jHHIK0 0has0seen0’(?0listings0
of0which0)W80are0still0in0businessv004y0contrast0
Jeff0 Lynn0 of0 SeedrsK0 the0 number0 two0 UK0
platformK0says0his0platform0has0seen0’j0failures0
out0 of0 ’(H0 listings0 –0 but0 prudently0 warns0
investors0to0expect0IH–)H80to0failv

HoweverK0 the0 issue0 isn’t0 just0 failure0 ratesv0
When0 you0 put0 your0 money0 into0 a0 start–upK0 it0
will0 stay0 there0 until0 the0 company0 gets0
acquiredK0gets0listedK0or0goes0bustv00G0company0
can0tick0along0nicelyK0providing0a0little0income0
or0 pleasant0 lifestyle0 for0 its0 owners0 –0 but0 no0
hope0of0exit0for0investorsv00Is0that0a0success0or0a0
failure!00Similarly0a0company0could0list0on0.sayJ0
GIM0 –0 but0 without0 decent0 earningsK0 research0
and0 liquidityK0 and0 hence0 wouldn’t0 necessarily0
be0much0better0than0if0it0was0unlistedv0The0key0
issues0for0investors0are0both0success0and0being0
able0to0get0money0outv0

FCA risk vs HMRC risk

The0 ;NG’s0 position0 is0 that0 if0 you0 invest0 in0 a0
start–up0 companyK0 you0 are0 likely0 to0 lose0 all0
your0 moneyv0 0 Yikesv0 0 StrictlyK0 the0 probability0
may0be0correctK0 if0Lynn0 is0correct0 that0IH–)H80
of0 firms0 will0 failv0 0 4ut0 hang0 on0 a0 second0 –0
doesn’t0 the0 regulator0 talk0 to0 HMRN0 about0 its0
tax0 schemes!0 0 Or0 consider0 portfolio0
diversification!0 0 The0 answer0 seems0 to0 beK0 it0
doesn’tv

S”IS0helps0at0different0stages0in0the0investment0
lifecyclev00When0an0investor0makes0a0qualifying0
investment0 in0 a0 companyK0 she0 is0 entitled0 to0
deduct0IH80of0 the0amount0 invested0 from0her0
income0 tax0 bill0 for0 the0 tax0 year0 of0 investment0
or0 the0previous0 tax0yearv0 0That0meansK0 simplyK0

£IH0 of0 every0 £’HH0 invested0 is0 rebated0 .either0
netted0 off0 against0 a0 tax0 liability0 or0 yet0 more0
satisfyinglyK0 a0 cheque0 arrives0 through0 your0
letterbox5Jv

If0you0made0the0 investment0out0of0a0gain0you0
realized0 such0 as0 sale0 of0 a0 second0 homeK0 on0
which0N:T0is0payableK0you0would0get0a0further0
’k80relief0–0that0isK0half0of0the0current0j)80N:T0
ratev0 0 So0 nowK0 your0 entry0 price0 for0 the0
investment0could0be0reduced0to0W?p0in0the0£v

Now0we0assume0the0company0turns0out0to0be0
a0 dudv0 0 It0 valiantly0 tries0 to0 do0 what0 it0 said0 on0
the0tinK0but0failsv00In0theory0you0lose0your0W?p0–0
except0 that0 in0 most0 cases0 you’re0 now0 able0 to0
claim0 “Share0 Loss0 Relief”K0 offsetting0 the0 loss0
against0 your0 income0 tax0 during0 the0 tax0 year0
the0loss0aroseK0or0the0previous0tax0yearK0so0you0
can0 claim0 relief0 at0 your0 marginal0 tax0 rate0 .say0
kI8JK0 reducing0 your0 actual0 loss0 from0 W?p0 to0
about0 jHpv0 0 NowK0 the0 ;NG’s0 headline0 warning0
starts0to0look0a0tad0over–donev

GlternativelyK0 we0 assume0 that0 the0 company0 is0
a0 roaring0 successv0 0 Gs0 it0 growsK0 it0 may0 well0
need0 additional0 capital0 so0 there’s0 a0 risk0 that0
your0 original0 stake0 can0 be0 dilutedv0 0 It’s0
important0 that0 you’re0 protected0 by0 full0 pre–
emption0 and0 voting0 rights0 .which0 need0 to0 be0
carefully0draftedK0to0avoid0falling0foul0of0certain0
S”IS0 eligibility0 criteriaJY0 and0 it’s0 ideal0 if0 you’re0
financially0 equipped0 to0 follow0 new0 investors0
into0additional0roundsv0 0Gt0the0end0of0the0day0
.the0day0can0be0veryK0very0 longJ0the0company0
floats0 or0 exits0 in0 a0 trade0 sale0 after0 the0 end0 of0
the0 three0 year0 qualifying0 period0 for0 the0
investmentK0and0you0get0to0keep0the0 lotF0your0
original0S”IS0investment0is0N:T0free0–0as0will0be0
any0follow–on0rounds0provided0they0qualify0for0
either0S”IS0or0”ISv0Gnd0 if0 the0end0of0the0day0 is0
extremely0 longK0 by0 which0 time0 you’ve0 passed0
through0the0pearly0gatesK0you0can0at0least0take0
posthumous0 comfort0 that0 your0 investment0 is0
inheritance0tax0.IHTJ–exemptv
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Understanding the real risk

WeC discussedC aboveC theC regulatorsC approachC
toC riskC warningsC andC it’sC reallyC hereC thatC
commonCsenseCneedsCtoCprevailAC CThereCisnOtCaC
riskC thatC youC willC loseC allC yourC investment–C
HMRCCensuresCthatACNorCisCthereCaCriskCthatCyouC
willCloseCsomeCofCit–CitOsCprettyCmuchCaCcertaintyjC
givenC theC failureC rateC ofC companiesAC C IfC allC
investorsC embraceC thisC certaintyjC willinglyC
becauseC ofC theC potentialC upsidejC allC isC wellAC C
TheCrealCriskCliesCelsewhereCPCnotCinClossCthanksC
toCHMRCjCbutCinCliquidityACCOnceCyouCareCinjCtheC
exitC isCaC longCwayCoffACSoChereCweCtakeCaCpageC
fromC theC gamblers’C playbookjC withC minorC
variations–C doC notC investC whatC youC cannotC
affordC toC lockC upC forC aC veryC longC timeAC InC thisC
contextjC SEISC andC intelligentC crowdPfundingC
investmentCcouldCbeCveryCusefullyCdeployedCasC
partCofCretirementCplanningAC

In search of perfection

GivenC theC earlyPstageC ofC theC industry’sC
evolutionjC crowdPfundingC inevitablyC suffersC
fromCaCfewCimperfectionsACStartPupCcompaniesC
areC theConlyCassetCclassCwhereCyouCareC invitedC
toCinvestCwithoutCtheCbenefitCofCobjectiveCthirdC
partyC researchAC C There’sC aC perfectlyC goodC
reasonC forC this–C theC individualC amountsC beingC
raisedC simplyC don’tC supportC theC feesC requiredC
forCprofessionalsCwithCappropriateCexpertiseCtoC
devoteC timeC toC itAC C C ProfessionalsC capableC ofC
addingC valueC byC accuratelyC assessingC theC
prospectsC ofC successC ofC aC startPupC willC bejC inC
probabilityjC applyingC themselvesC toC earningC aC
livingC onC muchCbiggerC dealsAC IfC goodC researchC
isC beingC producedjC someoneC isC payingC forC itAC
AndCthatCsomeoneCwillCbeCyouA

SojC investorsC useC aC proxyC measureC forC quality–C
howC muchC isC everyoneC elseC investingC inC thisC

company?C C TheC weaknessC inC thisC proxyC
measureC isC thatC earlyC investorsC tendC toC beC
friendsC andC familyjC typicallyjC whoC areC doingC itC
forCloveCnotCprofitACCRelyingConCthisCgroupCtoCdoC
allC theC incisivejC objectiveC thinkingC forC youC isC
plainlyCdangerousA

YetC theirC roleC createsC anC essentialC componentC
ofC everyC successfulC crowdfundingC campaign–C
momentumA

NowjC there’sCnothingCwrongCwithCmomentumC
orC trendC tradingC asC aC strategyC inC publicC
marketsACCYouCbuyCbecauseCtheCmarketCisCgoingC
upjC andC youC useC yourC skillC toC judgeC whenC it’sC
aboutC toC stopC goingC upjC andC youC sellC atC aC
profitACCButCinCcrowdfundingjCyouCcan’tCgetCoutC
thatCeasily–Cthere’sCnoCsellCbuttonCtoChitA

ButC nowC considerC thatC onlyC aroundC 2Y-C ofC
pitchesConCcrowdfundingCplatformsCmeetCtheirC
fundingC targetsC andC consequentlyC closeC theC
roundC successfullyAC C WeC don’tC hearC aboutC theC
”Y-C thatC failC toC reachC theirC targetjC andC
consequentlyC weC canC neverC knowC withC anyC
certaintyC whatC “woulda?coulda?shoulda”C
happenedC toC someC ofC theseC brightC prospectsC
thatCwitheredConCtheCvineACCIfCyouCareCdiligentlyC
puttingC inChoursCofC researchC toC findCyourCownC
“winners”jC youC willC findC thatC you’reC pedalingC
veryC hardC indeedC ifC theC restC ofC “TheC Crowd”C
isn’tC doingC theC workC toC reachC theC sameC
conclusionACCYouCwillCbeCsystematicallyCbackingC
pitchesCthatCfailCtoCcloseA

C C C C C C C C C C MeanwhileC theC herdC approachC ofC theC
crowdC mayC leadC toC subPparC opportunitiesC
gettingC fundedjC aC higherC proportionC ofC whichC
willC goC bustUC InvestorsC loseC outjC snubbedC
entrepreneursCloseCoutjCandCtheCpublicCpurseC–C
throughCHMRC’sCshareClossCreliefCdisbursedCCC–CCC
losesCCCoutACCCCCTheCCCproblemsCCCassociatedCCCwithCCC
theC ’thinC market’C connectingC investorsC andC
investeeC firmsC inC UKC smallC firmC equitiesC isC
improvedCbyCcrowdCfundingCplatformsjCbutCtheC
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core– problem– of– matching– investors– to– high–
potential– firms– remainsj– As– a– resultC– public–
policy– tends– to– be– rather– scatterVgun– and–
unfortunately– spreads– resources– more– thinly–
that–might–be–optimalj
–––

DodgingV complexity:V MakingV
sureV thatV effort,V riskV andV
returnVareVproportionate

So– we– need– to– improve– the– investment–
selection–processC–but–within–the–constraints–of–
resources– appropriate– for– the– returns– that– are–
available–and–the–associated–levels–of–riskj––This–
is– where– SEIS– can– make– such– an– impactC– by–
reducing–both–the–cost–of–entry–and–the–cost–of–
failurej– –That–saidC–no–one–likes–to–walk–blindly–
into– a– dud– investment– –– even– if– there– is– a–
buffer–to–reduce–the–pain–of–lossj––What–sort–of–
effort– is– required– to– become– properly–
informed?– – A– research– paper– from– Nesta–
concludes– that– 5P– hours– of– due– diligence–
improves– the– investment– outcome–
significantlyj– – That’s– 5P– hours– for– each– and–
every– opportunity– examined– before– one– in–
tenC– perhapsC– is– selectedj– – Have– you– got– the–
time?– – Individuals– earning– a– high– enough–
salary– to– benefit– significantly– from– the– SEIS–
reliefs– simply– don’t– –– so– the– outcome– is– that–
few–peopleC–in–practiceC–take–advantage–of–the–
schemej––
––
We–set–out–below–the–pillars–of–our–approachC–
to– reduce– your– chances– of– buying– into– a– dud–
investmentC– with– only– modest– effortj– – Will– we–
always– get– it– right?– – EmphaticallyC– noj– –
Inevitably–we–will–admit–some–losersj––Yet–more–
sadlyC– we– will– exclude– some– winnersj– – But–
overall–we–expect–to–improve–the–quality–of–the–
investment–portfolioj

AnVOrchestraVofVAngels

–We–believe–that–the–purpose–of–the–crowd–is–to–
act– in– unisonC– but– not– as– a– herdj– – Each–
instrument– in– the– orchestra– plays– a– different–
partC–and–collectively– the– result– is–harmonious–
––they–are–not–all–playing–the–same–notej

TheVPillarsVofVourVapproach

Intelligent– Crowd– TV– is– a– weekly– showcase– of–
up– to– four– opportunitiesC– which– reaches– a–
nationwide– –– not– just– London– –– audience– of–
registered– viewers– via– IPTV– at–
www.intelligentcrowd.TV– j– –The–first–show–in–
the–series–is–due–to–go–in–late–spring–5P1Rj

PillarV1:–On–the–showC–the–audience–gets–to–see–
how– well– the– entrepreneur– presentsC– hears–
about– the– propositionC– sees– the– entrepreneur–
lightly– grilled– by– the– hostC– hears– from– Argus–
ResearchC– one– the– most– longV– established–
equity– research– firms– in– the– USC– for– an–
assessment– of– how– well– the– the– experience–
and–skillset–of– the– founders–are–matched–with–
the– challenges– of– executing– on– the– business–
plan;–and–finallyC–can–ask–questionsC–livej

PillarV2:–But–before–the–entrepreneur–makes–it–
to– the– live– showC– we’ve– put– their– proposition–
through– a– series– of– tests– and– filtersj– – Crowd–
funding– sites– in– general– include– any–
proposition– that– appears– to– be– viable– –– in– a–
senseC–fulfilling–a–partly–social–functionj–But–for–
Intelligent– CrowdC– a– project– could– be– worthy–
but– just– not– interesting– enough– in– terms– of–
scalabilityj– – All– propositions– admitted– to–
Intelligent– Crowd– have– a– more– focused–
objective:–return–on–investmentj

– – – – – – We– are– ideally– selecting– companies– that–
have–the–potential– to–dominate–their–markets;–
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are: scalable: with: an: internationalM: ideally:
globalM: opportunity2: have: some: uniqueM: non&
derivative: quality2: strong: management:
credentials:%though:probably:notM:at:this:early:
stageM: a: complete: management: team’2: are:
raising: enough: money: for: a: minimum: of: six:
months:and:to:achieve:identifiable:milestones2:
have: limited: additional: capital: requirements2:
are: offering: voting: shares: with: pre&emption:
rights2: and: are: ambitious: –: we: prefer: higher:
risk: with: higher: potentialM: so: that: a: binary:
outcome: is: likely5: companies: will: fail: fastM: or:
succeed: %the: worst: outcome: is: a: zombie:
company: which: provides: neither: exitM: nor:
release: of: funds: back: to: the: investment: pool:
through: share: loss: relief’2: an: identifiable: exit:
routeM: by: reference: to: the: current: deal:
landscape:in:their:sector2:a:plausible:valuation2:
and: where: the: founders: and: principals: have:
skin:in:the:game4

: : : : : These: are: companies: which: must: also:
“pass”: the: detailed: requirements: and: tests: of:
our: nominated: crowdfunding: platform5: 1P”:
of:applicants:do:not:pass4

: : : The: credentials: of: the: company’s:
managements: are: assessed: : to: be: up: to: the:
challenges: ahead: by: the: sector: analyst: at:
Argus: ResearchM: and: the: industry: itself: is:
considered: of: interest: –: in: terms: of:
competitive: threatsM: exit: opportunitiesM:
valuation: multiplesM: M8A: cultureM: and: capital:
intensity4::More:specificallyM:Argus:applies:a:C&
point:fundamental:review:to:address:IndustryM:
managementM: competitive: advantageM: risks: –:
the: same: topics: of: focus: when: it: produces:
reports:on:upcoming:IPO’s4

Pillar 35: : We’re: building: an: audience: with:
particular: investmentIdomain: expertise4: : Our:
experts: will: be: encouraged: –: anonymously: if:
they:wish:–:to:ask:searching:questions:live:on:
airM: to: add: to: the: pool: of: information: at:
everyone’s: disposal4: : Our: Intelligent: Crowd:

can: certainly: be: a: source: of: wisdomM:
particularly: in: terms: of: the: competitive:
landscape: –: perhaps: the: hardest: field: for: any:
individual: to: keep: abreast: of4: : And: of: courseM:
we: all: want: to: see: how: the: entrepreneur:
performsM:under:the:pressure:of:live:questionsM:
both: when: she: can: –: and: can’t: –: answer: the:
query4

Pillar 45: : Investors: decide: on: the: basis: of:
information: and: insightM: not: on: the: basis: of:
crowd: dynamics4: : Within: our: Orchestra: of:
AngelsM:each:is:acting:independently:to:decide:
if: the: investment: case: is: solidM: and: sufficient:
positive: opinions: deliver: an: overall: positive:
outcome5: only: after: this: book&building: is:
completeM: the: pitch: goes: live: on: the:
crowdfunding: platformM: with: its: Intelligent:
Crowd:“backers”:gaining:priority:access:to:the:
deal:for:C1:hours4

Pillar 55: Investors: are: encouraged: to: invest:
littleM: regularly4: : Since: we’ve: reduced: the:
effortIcost: of: finding: viable: investment:
opportunitiesM:we:can:help:bring:the:power:of:
diversification:to:bear4::For:exampleM:take:a:CP&
year&old: member: committing: £OPPMPPP: per:
year: to: an: SEIS: portfolio: over: OS: years5: from:
our: four: weekly: pitchesM: he: selects: one: for: a:
£WMPPP:investment4::After:OS:yearsM:the:total:of:
£SP: portfolio: constituents: will: have:
diminished: through: failures: %and: some: exits:
on: the: way’M: and: the: capital: returned: to: the:
pool: re&invested: in: follow&on: rounds: of: the:
emerging: success: stories4: : Currently: fewer:
than: W”: of: investors: on: Crowdcube: invest: in:
more:than:WP:companies5:with:the:complexity:
and: effort: required: to: make: each: investment:
reduced: by: Intelligent: CrowdM: we: expect: this:
percentage:to:be:significantly:higher:amongst:
our:members4

Pillar 65: : Take: full: advantage: of: SEIS:
provisionsM: so: that: tax: relief: returns: to: the:
investment: pool: and: share: loss: relief: on:
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failuresS isS alsoS madeS availableS forS follow)onS
investmentS inS successfulS companieszS S ThisS
createsS aS DarwinianS selectionS environment(S
whereStheSstrongestSinvestmentsSemergeSfromS
theSdebrisSofStheSweakestSinvestmentsz

Pillar 7:SIt’sSparamountStoStheSinterestsSofSbothS
theS entrepreneurS andS theS investorS thatS theS
shareS registerS isS complete(S keptS upS toS date(S
andS thatS regularS updatesS areS availableS inS anS
easilyS manageableS formS throughS aS singleS
dashboardzS S ThisS helpsS withS furtherS fundingS
rounds(S asS wellS asS corporateS actionszS S So(S
IntelligentS CrowdS plansS toS integrateS toolsS toS
helpS theS newly)mintedS publicS companyS
entrepreneurS toS embraceS bestS practiceS withS
updatesS andS communication(S andS toS keepS
investorsSengagedSandSinformedSoverStheSlongS
termzS S ThisS willS helpS toS makeS sureS thatS whenS
theS momentS forS exitS arrives(S theS mechanicalS
processSisSnotSimpededz

Pillar 8:SKnowingSwhatSweSdon’tSknowzSSEarlierS
weS mentionedS proportionalityS betweenS costS
andS opportunityzS S ConsideringS cost(S thereS areS
elementsS ofS theS investmentS caseS thatS weS
simplyScan’tSexplorezSSInSparticular(SevenSinStheS
quotedSpublicScompanySrealm(Sit’sShardStoSfindS
outS whetherS theS CEOS isS aS kleptomaniaczS S
ClaimsS aboutS personalS historiesS andS
experienceSwillSgoSuncheckedSandSyetSweShaveS
toS relyS uponS themS toS aS greatS extentS –S theS
credibilityS andS experienceS ofS theS foundersS ofS
theS start)upS effectivelyS takesS theS placeS ofS aS
deepSdiveSintoStheirSbusinessSplanz

Alternative approaches: 
investment funds

EISS andS SEISS fundsS takeS aS conventionalS
approachStoSstockSselectionzSSBut(StheScostsSofSaS
“deepS dive”S intoS researchS meanS thatS
ultimately(S suchS fundsS haveS veryS limitedS
diversificationzS S AddS toS thisS theS Boften“S
unprovenStrackSrecordSofStheirSstockSpickersSinS
theS notoriouslyS difficultS artS ofS crystalS ballS
gazing;S andS layerS onS topS ofS thisS theS
performance)erodingS feesS Btypically(S onS
initiation(S onS maintenance(S andS onS exit“S thatS
areS charged(S andS suchS fundS S frameworksS
becomeSrelativelySunappealingSinSourSviewz

Our supercharged portfolio

HereS weS compareS twoS strategies:S activeS
managementS ofS aS FTSES portfolioS withS typicalS
returns(S vszS SEISS buyS andS holdzS ForS furtherS
comparisonSweShaveSalsoSincludedStheSreturnsS
expectedS fromS aS typicalS SEISS FundS structure(S
bothS beforeS andS afterS feesS areS deductedzS
We’veS madeS assumptionsS thatS weS considerS
robustS andS viableS inS theS modelS here(S butS
whichSreadersScanSfindSandSflexSatSourSwebsiteS
Bwwwzintelligentcrowdztv“SCanSweSunleashStheS
potentialS impactS onS theS economyS ofS
combiningS SEISS investingS byS higherS earners(S
andS entrepreneurialism?S S WeS hopeS toS helpS
lightS aS newS fireS underS theS UKS start)upS
ecosystemz

£0m £1m £2m £3m £4m £5m £6m £7m £8m

Million
Exit Value net of Fees/Tax Exit Value

ManagedSFTSESFund

ManagedSSEISSFund

Self)ManagedSCrowdSFundedSSEIS

£100,000 invested annually for 10 years, portfolios exited at 15 years 
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