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The biggest reason for bad valuations is
not bad models butbias..

Building a better valuation model is easy,

but getting the bias out of valuation Is
difficult....

A. Damodarn
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Venture Capital Rates of Return

Scherlis and

Stage of Development Plummer

Shalman

Start-up 50%-70% 50%-70%

First stage or early

40%-60% 40%-60%
development

Second stage or “expansion” 35%-50% 35%-50%

Bridge/IPO 25%-35% 25%-35%

Plummer, James L., QED Report on Venture Capital Financial Analysis, Palo Alto: QED Research, Inc., 1987 :q1jmn (5
Scherlis, Daniel R. and William A. Sahlman, ”A Method for Valuing High-Risk, Long Term, Investments: The Venture Capital Method,” Harvard Business School :ipn (6
Teaching Note 9-288-006, Boston: Harvard Business School Publishing, 1989
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