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Series A, B, and C: 
What are the Differences?

Most people can tell the difference between a company that’s 
raising its first round, and one that is ready to go public - but 
what about all of the stages in between? This guide will help 
you understand the difference between each funding round, 
and the different types of investors that prefer them. 

Earlier Stages

 “Don’t worry about failure; you only have  
 to be right once.”
  – Drew Houston, Dropbox founder & CEO1 

Seed Round2  
Seed capital is the earliest stage of funding. This inaugural round 
of funding is like the ‘seed’ from which the new venture will grow. 
The amount of money raised for seed rounds varies by com-
pany, but is commonly between $500,000 and $2,000,000. 
This money covers the expense of hiring a team, allowing the 
company to grow to a point where it starts to generate revenue. 
Crucially, a seed round also serves to draw the attention of ven-
ture capitalists - who, it is hoped, will invest larger amounts of 
money in later rounds.
 As the earliest stage of funding, seed funding is considered 
a high-risk investment, but one that can reap major rewards if 

the company grows. This type of funding is often obtained in 
exchange for an equity stake in the venture. 
 The key players in seed funding rounds are usually risk-
loving. They see this as an opportunity to invest in an exciting 
new idea with potential for huge growth. Usually, angel inves-
tors and early stage venture capital firms dabble in this stage 
of funding.

Series A3 4

Once a business has invested its seed round in developing 
and launching its product, it is time to raise the Series A round. 
Series A funding helps to optimize the product and user base. 
Businesses may be generating some revenue by this point, 
but are almost never profitable. However, the business should 
have a business model with a plan for long-term profit by the 
time they raise their Series A round.
 Often, startups will have grown a devoted user base by the 
end of their seed round, but do not yet know how to mon-
etize these users. Series A money can help a startup refine their 
model to monetize these users and generate more revenue. 
Typically, Series A rounds raise approximately 2 million to 15 
million.
 The investors involved in the Series A round come from 
more traditional venture capital firms. Well-known venture 
capital firms that participate in Series A funding include firms 
such as Sequoia, Benchmark, Greylock, and Accel. Series A fi-
nancing may be provided in the form of preferred stock and may 
offer anti-dilution provisions in the event that further financing 
through preferred or common stock occurs in the future.
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 In Series A, a few firms will lead the funding round, and may 
have more influence. Angel investors also invest but tend to 
have much less influence in this funding round.

Middle Stages

 “Money is like gasoline during a road trip.  
 You don’t want to run out of gas on your trip, 
 but you’re not doing a tour of gas stations.” 

  – Tim O’Reilly, O’Reilly Media founder and CEO5 

Series B6 7  
The Series B round generally takes place when the company 
has accomplished certain milestones in developing its business, 
resulting in a higher valuation than in seed or Series A rounds. 
Companies can seek various ways to raise funds in a Series B 
financing round. 
 In early stage funding and specifically in a Series B fund-
ing round, equity investors typically prefer to receive convert-
ible preferred stock to common stock because of the special 
features of preferred stock, such as dividend accrual and anti-
dilution.
 In addition to the public markets, businesses have an in-
creasing number of fundraising resources for which they can 
obtain capital. In Series B funding, companies often utilize sim-
ilar previously pursued fundraising channels due to familiarity 
and reporting convenience.
 For startups and small businesses, Series B funding usually 
comes from private equity investors and venture capitalists.

Series C8  
Series C is all about throwing fuel on the fire. In this round, capi-
tal is raised to scale the business to its full potential as fast as 
possible. This infusion of cash gives the company the resources 
to challenge larger competitors, disrupt industries, and enter 
new markets.
 At this stage, the company has a strong enough vision and 
proven business model to make bold, disruptive moves to scale 
quickly. This could involve launching the business in new mar-
kets, challenging existing competitors, or even acquiring other 
companies that complement the business model.
 Companies raise anywhere from a few million to hundreds 
of millions of dollars in a Series C round, depending on the 
company’s ambitions. The Series C round is less risky than 

earlier stages, but investors are still aiming for high returns: 
they may expect to double the value of their investment. 
Because the business has gone through the risk curve by this 
stage, more investors are interested in participating. Groups 
such as hedge funds, investment banks, private equity firms 
and big secondary market groups are all keen to participate 
alongside the hedge funds and angel investors that partici-
pated in earlier rounds.

Later Stages

 “If you can get $200 million from private 
 sources, then yeah, I don’t want my company 
 under the scrutiny of the unwashed masses 
 who don’t understand my business..” 
  – Danielle Morrill, CEO of Mattermark9 

Later stage funding refers to Series D, E, or any subsequent round 
of funding raised while the company is still private. By this stage 
the company is a fully-fledged business, and this round is used to 
support continued growth opportunities before the company is  
acquired or goes public.10 
 A growing number of companies are raising vast amounts 
of capital privately, allowing them to stave off an IPO for a 
long time, even indefinitely.11 According to professor of finance 
at the University of Florida Jay Ritter, the median technology 
company was 11 years old at its IPO in 2014, up from only five 
years old in 2000. 12

 This means that in order to access some of today’s hottest 
technology companies, investors must access these compa-
nies while they are still private. Funding rounds that are Series 
D or later are the lowest risk of all stages, but provide a lower 
return.

Summary

Whether you’re looking for the adrenaline rush of seed funding 
or the comparative stability of a Series D round, private equity 
has the potential to deliver your clients market-beating returns. 
In the past 10 years, private equity and venture capital have 
returned an average of over 11% per year:
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xLearn more about how private equity at investx.com.  
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Average 10-Year Returns to 2015

With an understanding of the differences between early, mid and 
later stage companies, you can begin to decide on the best mix 
of private equity opportunities to achieve your investment goals.
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