
INVESTMENT BANKS IN PRACTICE

IPO Simulation - Bank 1



Introduction & Objectives

Welcome to the Initial Public Offering (IPO) Simulation 

and to the Equity Capital Markets division (ECM) of your 

bank. 

Your ECM team have won a mandate from a company 

intending to float. It will be your responsibility to take the 

company through the roadshow and book-building 

process and gain investor interest. 

This document will outline key information about the 

company mandate you have won including:

● The published price range valuation and 

minimum amount the company aims to raise

● Company information

● Financials & Comparable information

Your first responsibility is to create a one-pager to 
distribute to investor teams and a 2 minutes 
presentation for the event day providing your 
investment thesis.



Issuer
RedHouse

Price Range
$20 - $30

Shares Issued
5 million (i.e. $100 million minimum 
capital to raise)

Offering Summary



Company Information - Bank 1

Company Background

Given the success, you have recently won the mandate to 
be the lead Investment Bank to take RedHouse public. 
Within the financial technology space, RedHouse is 
expected to be the next online lending unicorn which 
facilitates loans via a smartphone app. The company 
provides technology to banks and merchants to make 
loans to consumers for home improvement, solar, 
healthcare and other purposes. It is quietly becoming one 
of the largest FinTech companies in the United States. 

RedHouse are a leading company that powers commerce 
at the point of sale. This company is currently less well 
known than other lending companies in this fintech 
market in part because it does not make loans using its 
own capital. Their platform also facilitates merchant sales, 
while reducing the friction, and improving the economics, 
associated with a consumer making a purchase and a bank 
extending financing for that purchase. We had 
approximately 11,000 active merchants on our platform as 
of last December and, from our inception through to this 
month, merchants used our platform to enable 
approximately 1.6 million consumers to finance over $11 
billion of transactions with our Bank Partners.

In 2017, there was approximately $315 billion of spending 
volume in the home improvement market, which 
historically has represented substantially all of the 
company's transaction volume, and there are also 
substantial opportunities in the elective healthcare market, 
which RedHouse entered in three years ago. RedHouse 
actively evaluate opportunities for expansion into new 
industry verticals. For example, we have identified 
significant opportunities within verticals such as online 
retail, power sports, auto repair and jewelry.



Company Information - Bank 1

Key Performance Indicators

1. We believe RedHouse is transforming and 
streamlining commerce, reducing the traditional 
transaction frictions that merchants and 
consumers face and opening new payments and 
financing channels for banks.

2. Our Existing Markets—Home Improvement and 
Elective Healthcare—are Sizeable and Growing. The 
home improvement market is large, fragmented 
and growing, representing approximately $315 
billion in spending volume in 2017. Our business 
model has an efficient go-to-market strategy, 
which is technology led, simple and affordable

Risk Factors

1. We operate in a highly regulated industry, and a 
failure to comply with applicable laws and 
regulations could subject us to lawsuits or 
governmental actions, which could adversely affect 
our business.

2. Security breaches, fraudulent activity and 
interruptions in our computer systems affecting our 
business could have an adverse effect on our 
business. Also, we derive a large percentage of our 
revenue from our top ten merchants. The loss of a 
significant merchant or Sponsor could have a 
negative impact on our business.

3. Our revenues are highly dependent on 
macroeconomic and U.S. real estate market 
conditions as well as prevailing interest rates.



Operating & Financial Metrics

Name of Company RedHouse

Ticker RDHS

Industry Financial Technology

Estimated Enterprise Value 
(USD, mn)

120

Revenue 41.4

Revenue Growth (t-1, %) 52%

Revenue Growth (t-2, %) 28%

EBITDA (USD, mn) 25

Net Income (USD, mn) 22

Shares Issued 5,000,000

Valuation Range $20 - $30



Comparable Company Analysis

Market Data & Financials

Share 
Price

Mkt. Cap EV Revenue EPS

Company 1 147 341 34.3 20 6.70

Company 2 3.67 1.6 1.1 0.65 0.2

Company 3 92 225 22.7 14 3.40

Company 4 85 111 100 15 2.80

Company 5 96 40 39 3 3.90

Multiples

P/E EV/EBITDA P/SALES

Company 1 21.9 1.1 7.4

Company 2 18.4 4.8 5.6

Company 3 27.1 3.8 6.6

Company 4 30.4 25.0 5.7

Company 5 24.6 55.7 32.0


