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Bootstrapping: An individual is said to be bootstrapping when he or she 

attempts to find and build a company from personal finances or from the 
operating revenues of the new company.  
 

Benefits  
Venture Capitalists and Angel investors will always try to get you to turn 
over their profit at the earliest, so that they can make a fast exit. This 
means that you lose control over what you want to do with your company 
and have to dance to their tune. Your original vision can get compromised, 
sometimes severely. Bootstrapping will enable you to grow your company at 
your own pace by keeping greater control over its trajectory. Hence you can 
focus on your product, rather than just the profits. 
 

Fewer investors means less people to share the profits with. This means 
that you can cut corners where you find it necessary and have higher mar-
gins once your product starts selling. 

Drawbacks 

Bootstrapping means that your resources are limited and you have to do 
whatever you can within that budget. You can reinvest only once the cash 
starts flowing in. As a result, your growth is slow and you will have to ad-
just accordingly, thinking of the long term picture. This, however, is not 
possible for startups in the web and software industry, which are typically 
very fast moving. 

When you are bootstrapping, everything rests on you and only you. So if you 
make a profit, you gain a lot more; but if you fail, you stand to lose every-
thing. Many entrepreneurs can’t afford to take a salary when they are boot-
strapping. Incase their startup fails, it means that they would not only loose 
all their money but also spend a year without any income. 

Investors give you not just money but valuable advice and support as well. 
Some of them will take great pains to help you if they believe in you and 

your vision. Moreover, they have already accomplished what you want to, so 
they indeed know  how the industry works. By bootstrapping, you miss out 
on a large network of well connected people who could help you with valu-
able industry-centric advice. 
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Angel Investors:  
Angel investing is a type of equity financing network. An individual invests in 
your company in return for a percentage of ownership in your company. An-
gel investors are interested in giving input in how the company should be op-
erated. You, as a small business owner of a start-up, can very often benefit 

from the expertise angel investors have to offer. They usually come into the 
picture when the business idea is just a concept. Angels typically don't put in 
a huge sum since all start-ups are usually risky propositions. Their invest-
ment ranges from 50 lakh to 5 crore depending on the business idea and the 

angel approached. Only in special circumstances will the deal size stretch to 
10 crore.  

 

Benefits  
Usually, angels are patient enough to maintain the deal for 7-8 years. They 
review the progress regularly and may go back to the drawing board, if re-
quired. Angel-backed companies tend to do better than the ones that direct-

ly approach venture capital investors. You can also expect quick access to 
funds. It can take anywhere between a day and three months to close a 
deal.  
 

Drawbacks  

As the concept of angel funding is still at a nascent stage in India, they are 
difficult to find. 

 
     

Crowdfunding:   

Crowdfunding is a process to raise funds for your start-up via the internet. 
All you need to do is convince the people about your business idea. If they 
believe in it, they will give you the funds. Many industries in the country 
can benefit from the advent of Crowdfunding. India’s Mahindra Group re-
cently launched a platform called ‘Spark the rise‘. It lets people talk about 
their ideas and requests a funding for the start-up. 
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Types Of Crowdfunding 
 

Donation and Reward based: It enables the entrepreneur to raise 
funds as a means of donation. However, it takes a very powerful idea to con-
vince people for donations. Many Websites like Ketto are indulged in this type 
of crowdfunding. 
 
Lending Based- It involves taking a loan from  people (repayable once the 
business gets established). Micro-finance website Milaap is one such platform. 
 
Equity Based- This type of crowdfunding where donors are provided a share 
in the company is not yet legal in India. 
 
Venture Debt: This is a medium-term loan that is exclusively provided to 
companies backed by venture capital firms. An added advantage of this type is 
that no collateral is required to be eligible. Instead, venture debt providers 
evaluate applicants on the basis of a startup's fundamental enterprise value. 
They assess how it will grow and thereby peg its future cash flow and its abil-
ity to repay the loan. Approximately 2.5-20 crore fund is expected which de-
pends on the growth stage of the company and the nature of requirement. A 
credible business plan, a solid venture capital investor base and an experi-
enced founding team are some factors that are considered while selecting the 
startup. 
 
Benefits  
Venture debt financing is structured specifically to support seed-stage 
startups. It understands that a venture is prone to volatility early in life and 
hence it provides more flexibility to entrepreneurs.  
These funds come with minimalistic number of restrictions and can be utilised 
for any business initiative; from basic operations to supporting capital expend-
itures and making acquisitions.  
 
Drawbacks  
Apart from the interest on the loan, venture debt providers typically require 
shares of your company or an equity kicker to compensate for the higher risk 
taken.  
 
Choose wisely…Hopefully this was a useful insight for our young budding       
entrepreneurs! 
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Types of stocks 

Growth Stocks 

 
 

Growth Stocks are those that have substantial potential for growth in the 
foreseeable future. Growth companies may currently be growing at a faster 
rate than the overall markets, and they often devote most of their current 
revenue toward further expansion by reinvesting the profits in their own 
business. Sectors like technology, e-commerce have companies which have 
growth stocks.  
Most growth stocks tend to be newer companies with innovative products 
that are expected to be successful in the future and grab the investors atten-
tion. Growth stocks can provide substantial returns on capital, but many of 
them are smaller, less-stable companies that may also experience severe 
price declines. 
 
Characteristics of growth stocks: 
 Huge markets- These stocks are well known to many investors. The more 

potential customers there are for a product or service, the greater the 
possibility that the business will be a success and the greater the possibil-
ity the investment will be a success.  

 These companies have market dominance/barriers to entry - Patents often 
provide a great barrier to entry and these stocks face lesser competition.  

 High earnings growth rate  
 Triple-digit revenue growth, companies growing revenues at triple-digit 

rates (100% or better) tend to be small and less well known. For example, 
Crocs (CROX) growing at 162%.  

 High profit margins  
 Low dividends- profits are reinvested in the business to fund the growth so 

very less dividend payout and dividend yield. 
 Beta of these stocks is high. They outshine the market. 
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http://www.investopedia.com/terms/g/growthstock.asp
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Value Stocks 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

A value stock trades at a price below its intrinsic value (Value based on 
fundamentals). It may have high dividend payout ratios or low financial 
ratios such as price-to-book or price-to-earnings ratios. Value stocks are 
typically considered to carry less risk than growth stocks because they 
are usually found with larger, more-established companies.  
Here are some characteristics of a value stock  
The price earnings ratio (P/E) should be in the bottom 10% of all compa-
nies or between 2 to 8 times. 

A price to earning growth ration (PEG) should be less than 1, which indi-
cates the company is undervalued. 

 Price to Book value ratio should be less than 3 

 There should be at least as much equity as debt. 

 Current assets at twice current liabilities. 

Share price at tangible book value or less. 

Filters as per Warren Buffet 
2>P/E < 8 
P/BV<3 
High Volumes 
High Sales Turnover 
Dividends, rights, bonus 
Calculation of Intrinsic Value 
Perform Fundamental Analysis 
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http://www.investopedia.com/terms/v/valuestock.asp
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http://www.investopedia.com/terms/p/price-earningsratio.asp
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Income Stocks 
 
 
 
 
 
 
 

There are two main types of income stocks. Utility stocks are common 
stocks that have historically remained fairly stable in price but usually pay 
competitive dividends. Preferred stocks are hybrid securities that behave 
more like bonds than stocks. They often have call or put features or other 
characteristics, but also pay competitive yields. 
The main characteristic of these type of stocks is high dividend yield. 

 

Momentum Stocks 

Momentum stocks are stocks with high re-
turns over the past three to 12 months. Momen-
tum investors seek out stocks with the po-
tential to double or triple within just a few 
months. They hold a stock for a few months 
and monitor their holdings daily and tend to 
sell their stocks with a few months after ac-
quiring it. 

Most momentum investors seek at a stock which has outperformed at least 
90% of all stocks over the past 12 months. 
 

Characteristics: 
 

 Earnings per Share growth. At least a 15% year-over-year earnings per 
share growth is needed to qualify a momentum stock or stocks with ac-
celerating rates of EPS growth over previous quarters. 

 ROE of 17% or better. 
 High trading volumes, the number of shares traded daily on the average.

(Shows popularity of the stock among investors) 
 High P/E ratio 
 High Beta 
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Penny Stocks 
 
 
 
 
 
 
 
 
 
 
 

 
•Unstable or volatile- a common term for penny stock scam is ‘pump and 
dump’. In a ‘pump’ operation, the stock becames the subject of discus-
sions across chat rooms, forums and the media, and the price takes off 
to achieve great heights. From thereon, the insiders sell into the frenzy, 
the ‘dump’ taking the stock back to low levels. A select few make a pile 
of money, and lots of investors lost theirs.  
•Traded OTC(Over the Counter) 
•These are usually small companies with poor liquidity in trading. 
•Highly speculative. 
•Poor disclosures and availability of financial information. 
•They may be rank new born companies or could be in bankruptcy pro-
ceedings. 
•Lack of compliance requirements and hence poor standards of supervi-
sion. 
Though penny stocks are very risky, they also have great growth poten-
tial and can turn out to be tremendous profit opportunities. A wise pen-
ny stock investment can provide multi-bagger returns over a short peri-
od of time. 
Penny stocks are a great way to learn investing with a small capital 
amount. 
Penny stocks also allow the opportunity for a very small investor to hold 
shares in a promising company. 
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Contrarian Stocks 

 

 

 

 

 

 

 

 

This is an investment style that goes against prevailing market trends by 
buying assets that are performing poorly and then selling when they per-
form well. It is opposite of momentum stocks. 

Characteristics: 
Out-of-favor securities 
Low P/E ratios 
Cheap 
Capital efficient. 

Some famous contrarian investors: 
 Warren Buffett is a famous contrarian, who believes the best time to in-

vest in a stock is when shortsightedness of the market has beaten down 
the price.  

 Jim Rogers is an investor and author who is bullish on contrarian invest-
ing in Asian markets.  

 Marc Faber is a contrarian investor who publishes the Gloom Boom & 
Doom Report.  
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http://en.wikipedia.org/wiki/Jim_Rogers
http://en.wikipedia.org/wiki/Marc_Faber


12 
12 



13 
13 



14 
14 



15 


