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How much is my business worth?
Understanding the value of your business is important especially when you have a new investor or your want to
sell your business. But assessing the value of a business is not always an easy task. In theory, you can look at
the net assets (assets less liabilities) of your business at any point in time to determine what the business is
worth. But this probably won’t take into account the goodwill that has been built over the life of the business.
Unfortunately, goodwill is an intangible asset that can be very difficult to value. Things that can contribute to
goodwill could be your brand identity, product innovations, unique methodologies, the quality of your products
and services or the quality of your customer base. These are generally things that a new owner or investor
could rely on to recoup the value of their investment or use as a credible base to grow the business. One thing
that can bring down the value of your business is an over-reliance on the business owners. For example, solo
consultant businesses are often completely worthless to an investor, since when the owner is gone all the commercial relationships that made the business succeed will need to be replaced by the new owners. As a result
of factors like this, it may be that many business owners vastly over-estimate the value of their business to
someone else. But for those who do seek investors or someone to purchase their business, there are clear
steps that can be taken to make your business more attractive to an outsider. There should be something
unique and positive about your business. That could be its location, a trademark, a great management team or
your business model. And it is important to understand what those elements are since you will need to enhance
and promote those points to get the right investor interested. That is where a strategic business review can help
the business owner to get a proper perspective and start taking the right steps to shape the business for investment. Without taking these steps, well in advance of any sale or investment, there is a huge risk of financial
disappointment.
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Currency Risk

Communications
Many starting a new business do not have much of an idea regarding the
challenges they will have, especially in the first 12 months. There are
many things to be mastered in order to be in control. Finance, accounting
and tax are usually the first hurdles. But there are many others. Sales and
marketing is a major challenge to many whose technical expertise is the
basis for their business. Probably the biggest one is communication.
Years ago we had face to face meetings, the telephone and, maybe, a fax
machine. The fax machine is now gone, but there are now so many more
mediums for text, voice and video communications. But which one is the
best to use? The answer is the one that your customers use. The downside to that answer is that just for video calls we have Google, Teams,
Zoom, Whatsapp, Messenger, Viber and many more. For marketing, there
is Facebook, Twitter, Instagram, LinkedIn and a host of others. In both
cases, there are more emerging mediums that we don’t know about yet
that are about to take off. The only thing you can do is make yourself as
familiar as possible with all these applications, depending on whether your
customer or prospective customer uses these platforms. That also means
presenting yourself and your business in the most professional way on
these media. Classic mistakes on video calls are poor lighting, not focusing the camera on your face and not being able to hold your phone still.
These are all easily fixable issues, so be aware.

In June 2016, a successful UK
based business importing food
products from Italy went from
making a healthy 10% net profit margin to a 7% loss overnight. The event was Brexit.
They bought their products in
Euros and sold them in Sterling. They had been about to
embark on a strategic review
focused on a growth plan for
the business. They were then
forced into an extreme costcutting plan to survive since
their customers refused to accept the additional product
cost. You might say that this is
a one-off that might never happen again, but actually, these
types of events happen more
regularly than you think and
are driven by irrational market
sentiments. For example, the
Turkish Lira dropped by 15% in
one day back in March 2021,
after the President sacked the
Governor of their central bank.
So when these things happen,
they can be very swift. There
are ways to protect your business from these adverse currency swings. If your business
is big enough, you should investigate currency hedging.
But beware, currency hedging
can be very dangerous if you
don’t know what you are doing
or if you are not dealing with
truly competent players. The
other way is to make sure you
spread your risks across different geographies, peg your prices to one stable currency (e.g.
US Dollar or Euro) or only issue and accept invoices in your
home currency. Currency can
be a big problem when not actively managed.
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