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In the Life Sciences the time from initial innovation to a final marketable product can be long and costly taking from five to fifteen 
years depending on the sector. However within this time there are multiple Exit points. Therefore in making a Life Sciences 
investment it is critical to know where the venture is at, where your investment round will take it, and where you plan to Exit. You 
must also have a belief that the venture has a good probability in making it to a final product even if you will no longer be an investor 
at that stage.  
 
For Life Science ventures being considered for investment I usually investigate what I believe are four phases: 

 Can the venture start? 

 Can the venture survive? 

 Can the venture succeed? 

 Can you sell? 
 
As a potential investor your decisions at the Start are crucial. Perhaps the first area to consider is the innovation. Is there true 
innovation in that the science and product design will make commercial sense, and is the concept advanced or prototype? For 
healthcare products are there strong patient and health system outcomes and of course what is the size of the opportunity and is it 
global? If the innovation has been accepted is there a match with management capability, passion, experience, focus, and ethics. Is 
management truly market driven and do they have a clear vision on the value creating steps that are required to take the innovation 
forward? Will the planned Exit be compelling and within the venture’s core competencies. Life Science ventures have various external 
barriers and are these addressed. Just as high a risk as the science itself is the availability of funding. Will the achievement of the 
proposed milestones be good enough to attract further capital and at an acceptable value? As well as a close look at the science, DD 
should be about the funding capability, the regulatory, the trial design, its cost and power.   
 
The Survival phase comes early and is predominantly about achieving meaningful milestones within the capital constraints. This is 
where knowledge of the milestones such as trial design, actual trial results, cost, timing and cash flow are very important. The best 
trial milestones are those accepted by the regulatory authorities and the potential acquirers/partners. The milestone(s) certainly has 
to be good enough to raise further capital at an increased valuation. Risk mitigation should also include a plan B for delays or missing 
milestones. 
  
The Success phase is where management and shareholders are feeling satisfied but there may need to be a reality check as value can 
be lost. For example has success really been defined? Is the company’s definition of success the same as a potential acquirer/partner? 
Does management really have a good understanding of product design, potential cost of goods, scalability, differentiation to the 
competition, regulatory progress and a path to reimbursement as all are key indicators for success. Management needs to have a 
strong business development focus understanding the potential acquirer’s needs and must be able to negotiate accordingly. Multiple 
acquirer approaches is normally the best solution both from a risk management viewpoint as well as for competitive tension.  
 
As for all angel investments the Sell phase in the Life Sciences needs to have been outlined from the start with potential acquirers 
being described at the start. You will understand at which stage you are exiting and as mentioned there are multiple exit points. 
Proactive approaches are the best as the potential acquirers should have been aware of the company’s science, its value proposition, 
its progress and why they are now being approached. The company and you as an investor will need to have a realistic view on the 
valuation with management being able to justify the amount. Due to the strategic nature of the exit the best valuation in the Life 
Sciences comes by way comparator companies and competitive tension. Shareholders will normally leave it to management to 
negotiate terms but having good advisors on the team is money well spent. Most exits will be via trade sale or licensing. IPO’s are 
tough and criteria for a successful IPO and aftermarket need sophisticated management and longer term strategies. Of particular 
importance for an IPO is that the stock exchange has a better understanding of a financial play driven by profit and sales multiples as 
opposed to the blue sky strategic plays which characterize most early stage Life Science investments.  
 
During the presentation various successful and failed examples over the four phases will be discussed to better explain from 
innovation to exit. 



 

 

 


