Bank Relationship Management

Dealing with your bank: in good times and difficult times.
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Top reasons startups fail

Ran out of cash/failed '\ p—— 387

to raise new capital

~
Nomarketneed /% |G 35°%
PESTEL/PESTLE
-
Got outcompeted ‘2 I 20% /
e N\
Flawed business model oy \ — A
= Porters
Regulatory/legal '\ I 18% -
challenges
N
Pricing/costissues = I 15% .
‘ Business Model Canvas
Not the right team "& I 14% y,

Product mistimed | ( I 10% ] )
o Financials & Forecasts

Poor product * I 8%

Disharmony among f
team/investors 2

I 7%
Pivot gone bad I 6%

Burned out/ z2Z -
lacked passion 4 . 5%

Note: Based on an analysis of 111 startup post-mortems since 2018
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Actuals i Current i Forecasts

2016 2017 2018 2019 2020 2021 2022

Return on Invested Capital

(ROIC) 8.87% 12.42% -0.13% 0.04% 5.85% 6.55% 9.65%
Return on Equity (ROE) 13.96% 17.58% -206% : -1.52% 11.97% 8.22% 13.70%
Profit Margin 0.097 0.134 -0.002 0.000 0.073 0.068 0.095
Fixed Asset Turnover 1.088 1.501 1.374 2.083 1.371 2.270 4.215
Receivables Days 32.850 40.150 43.800 ' 51100 36.500 36.500 36.500
Inventory Days 54.750 47.609 63.173 51.328 | 44.392 41.063 39.107
Accounts Payable Days 37.985 36.426 37.479 36.391 36.855 36.558 36.410
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Revenue Growth Rate 2%

GP Margin 24%

Income Opex 14%

Statement Adjusted Opex

Working Capital 6.20%

ﬁu Capex (essential) 38500
Additional Capex

. Depreciation (PPE) 12%

Cash Flow E Tax Rate 30%

Dividend Pay-out 50%

?

] Debt InterestRate 6%
Supporting
_I '_1 Schedules
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The World's Dumbest Earnings Model ™

Annual Assumed
growth growth, Dumb

AMZN, Sbn, except rate, last next five estimate
per share data 2015 2020 five years years for 2025
Sales 107 386 29% 29% 1,392
Pretax income 1.6 24 73% 29% 87
Pretax margin 1.5% 6.3% 6.3%
Tax rate 62% 12% 20%
Net income 0.6 21 105% 27% 70
Shares, m 477 510 1% 1% 545
EPS S 1.25|S 41.83 102% 25% S 128
Price S 434 S 3,223 49% 25% S 9,853
Price/trailing earnings 347 77 77

Robert Armstrong, “Unhedged” FT.com 1 June 2021
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/0 W Share of reporting firms with asset-based covenants
B Share of reporting firms with earnings-based covenants
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Financial Statistics and Covenant Breaches
Australian non-financial listed firms (2002-2020), median

ratio Earnings-to-interest payment ratio
,,,, ™\ :
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Sources: Connect4; Momingstar, RBA
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