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BUSINESS ANGELS AND THE VALUE 
OF PATIENCE

Hedda Pahlson-Moller, Business Angel, 
focused on Social Investing and board 
member of the European and Luxembourg 
Business Angel networks, says it is impor-
tant for Luxembourg’s government to cre-
ate a supportive tax environment for Busi-
ness Angels that help businesses to thrive. 

“If investments in start-ups that fail could be 
used as tax credits, this would not only act as 
a powerful incentive for early stage investors, 
but also considerably reduce the real downside 
of an investment,” adds the board member 
of the European and Luxembourg Busi-
ness Angel Networks (EBAN and LBAN). 
“However, in order for this to work, I would 
like to underline that these tax credits should 
only have the objective to encourage investment 
and change the risk profile of start-ups and are 
not meant to be a tool to reduce the tax burden 
of wealthy individuals.”

According to Pahlson-Moller, it is im-
perative that public-private partnerships 
are allowed to flourish. For social impact  
investing, more flexible legal structures 
are needed that accommodate the hybrid  
nature of the social enterprise (some are for 
profit and not-for-profit all rolled into one) 
and the matching blended financing that 
goes with it (grant and investment). 

“Investment value chains are not always 
properly mapped nor linked across borders,” 
adds the Business Angel. 

Although associations like the European 
Business Angel Network association 
(EBAN) are committed to connecting the 
early-stage ecosystem for start-ups and 
SMEs, gaps remain. “The next step is build-
ing the bridges to secondary markets,” she 
adds. “Crowdfunding, for example, is a ter-
ribly exciting development for start-up capital 
– but again, without secondary markets, there 
is no exit and that means value gets… stuck.”

Other hurdles include inefficient match- 
making platforms, between projects and  

investors. On-boarding more investors 
(both early-stage and impact) requires bet-
ter training and support.

“There is a lot of work to be done. Specifically 
in the impact investing space, which is younger 
and still finding its footing, where we have even 
greater lags and discontinuities in the invest-
ment value chain. But if I am bold enough to 
point out a tendency towards convergence of 
traditional and impact investing, it suggests 
that it won’t take long before the ‘impact’ cap-
ital markets catch up and follow the trends of 
the ‘traditional’ markets.” 

Pahlson-Moller also believes that investors 
in this space need to think longer-term, 
rather than expecting short-term returns.  
“In social investment, we talk about ‘patient 
capital’… which speaks for itself.”

In Luxembourg there is a growing body of 
alternative investment structures, including 
some attractive impact investing options. 

“The Luxembourg Microfinance and Develop-
ment Fund is a good example. With six years 
of stable returns and an attractive share class 
structure where the Luxembourg government 
buffers first-loss, there is ample reason to start 
looking at impact investments as viable invest-
ment strategies”. 

If we look at small cap investments 
such as venture capital, private 
equity and angel investing, there 
are some interesting trends for 
Europe. Early stage capital was 
estimated by Invest Europe to be 
around 7.5 billion EUR in 2014 
(of which Business angels were a 
large majority with 5.5 billion) – 
and growing. 

“Even without a true single mar-
ket, young companies are expanding 
rapidly into neighbouring countries to create 
economies of scale and hit growth targets. This 
brings the need for more investments,” contin-
ues Pahlson-Moller. With the stock market 
being volatile and the safe-haven of bonds 
disappearing (with 0 to negative returns), 
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alternative investments become a more  
attractive and necessary option - small cap 
investments have become an interesting  
diversification technique.

“To tie things up, quoted companies are focused 
on short-term returns, which means paying out 
a dividend and meeting earnings expectations, 
as opposed to investing for the long-term” she 
concludes. It looks now as if the preferred 
way to access innovation is by acquisition 
(for large caps). Therefore the acquisition 
of small companies, entirely focused on  
innovation, disruptive technologies (and 
why not positive social impact) will become 
a likely growth engine for listed companies, 
who are unable to replicate this internally. 

LISTING FOR TRUST AND 
TRANSPARENCY

One example of an innovative company 
that needed to raise finance is Cashcloud, a 
company that turns smartphones into wal-
lets. The mobile wallet application it devel-
oped spans all of the key functions needed 
for shopping, payments, transferring mon-
ey between friends, collecting bonus points, 
receiving coupons and social messaging – 
both online and offline. Cashcloud operates 
an open, neutral and integrated platform 
that is totally independent of banks, mobile 
network operators, and device manufactur-
ers. The company’s operational headquar-
ters is based in Luxembourg. 

Since June 2015, Cashcloud’s shares have 
been listed for trading on the General 
Standard of the Frankfurt Stock Exchange 
(Deutsche Börse AG). In the coming 
months the company is planning to raise 
more capital. 

“We are in the fortunate position that, right 
from the early stages of the business in 2011, 
our founder could engage a few family offices 
to provide sufficient seed investment and first 
growth funding rounds, which enabled us to 
develop and grow as a successful company 
providing the most featured mobile wallet solu-
tion in the market,” explains Gordana Adolf, 
Head of Marketing at Cashcloud.

She says transparency was key for the com-
pany. “We are working in the financial indus-
try and nothing is more important than securi-
ty and transparency to be successful. Therefore 
we have chosen this approach because it is for 
us the most transparent way to present our 
business. Being listed on the General Standard 
of the stock exchange ensures we can become 
a trusted investment for small and as well big 
venture capital and institutional investors.”

Cashcloud already has more than 185,000 
registered users in Germany, France, Spain 
and the Netherlands. An expansion further 
into the Euro area and other currencies is 
planned.

In the FinTech market most companies  
enter the market with a catalytic idea which 
is going to change the current financial 
market. There is a lot of potential behind 
many good ideas and investors are, in gen-
eral, very interested in financing some of 
these ideas. Reflecting on the lessons learnt, 
Adolf adds: “Most investors are interested to 
step in at a very early stage when seed fund-
ing is needed. As soon as a FinTech company 
is reaching the moment of growth it becomes 
more difficult to attract investors”. 

Adolf believes that the FinTech sector needs 
the support of vision-driven investments, 
just like in the US. “It needs investors who 
are not only looking at today’s businesses and 
revenues but rather someone who really under-
stands the potential of Fintech investments.” 
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