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White Paper: Comparing Traditional and
Algorithmic Methods to Business Due
Diligence for Security Risk and Valuations
in the Financial Industry.

By: Cygienic Pte Ltd

OCYGIENIC

Abstract

The due diligence process is a critical aspect of any investment strategy, particularly in the
realm of private equity and venture capital. Accurate company valuations are pivotal in
making informed investment decisions, and risk assessment is a core component of this
process. Traditional approaches to due diligence often rely on static data, which can lead to
outdated or incomplete risk assessments, putting investments at risk. This white paper
discusses the challenges and limitations of traditional risk due diligence methods and
introduces a transformative solution - leveraging near real-time security risk data to enhance
the accuracy of company valuations and minimize portfolio exposure
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Introduction

The due diligence process in the world of investments is a comprehensive examination of
the financial, operational, and strategic aspects of a target company. It plays a pivotal role in
determining the suitability of an investment, especially in private equity and venture capital.
Traditionally, this process has been hindered by the use of static data, time lags, and costs,
resulting in suboptimal risk assessments.

Challenges of Traditional Due Diligence
e Static Data

Traditional due diligence often relies on historical and static data. This data can become
quickly outdated, leading to a lack of insight into a company's current risk profile.

e Time Lag

The due diligence process can be lengthy, resulting in time lags between data collection and
investment decisions. In rapidly changing industries, this lag can lead to missed
opportunities and increased risk.

¢ Incomplete Risk Assessment

Static data may not provide a complete picture of a company's security risk. New threats and
vulnerabilities may emerge after the data's cutoff date.

e Costly Technology Audits

Technology audits can be a significant drain on resources and budgets. Finding efficient ways
to assess and manage your technology expenses is crucial for cost optimization and
maintaining a competitive edge in today's business landscape.

e Portfolio Exposure

Inaccurate risk assessments can lead to portfolio exposure, putting investments at risk of
unforeseen security incidents.

The Importance of Accurate Company Security Risk & Valuations

Accurate valuations are crucial for determining a company's worth and potential returns.
Common valuation methods include:

e Data privacy regulatory exposure

e Data breach financial exposure

e Public security ratings

e Cyber risk exposure, severity & likelihood of impact
e Cyberinsurance delta
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Inaccurate valuations of these main categories can result in overvaluation or
undervaluation of a company, leading to suboptimal investment decisions
and reduced returns; especially if there is a likelihood of a successful cyber-
attack.

The Role of Algorithms and Near Real-time Security Risk Data

Platforms providing algorithms to assess security risk data have many benefits, particularly
within the finance industry. Near real-time data offers several advantages, including accurate
risk assessments, up-to-date insights, and better predictive capabilities.

Near real-time data stands out for its immediacy, distinguishing it from traditional audit
methods. Instead of waiting for periodic assessments performed by human auditors, cyber
ratings employ automated tools and algorithms to continuously monitor and assess an
organization's cybersecurity posture.

This means that relevant data is available on-demand and with minimal delay, enabling
businesses to stay vigilant against emerging threats. Traditional audits, on the other hand,
often involve time-consuming processes that may only yield insights intermittently. In the
rapidly evolving landscape of cybersecurity, having instant access to critical information is a
game-changer, allowing organizations to promptly address vulnerabilities and bolster their
defences against cyber threats.

Cost & Resource Saving Through Cyber Ratings

Cyber rating offers a cost-effective alternative to traditional cyber audits. While traditional
audits can be resource-intensive and often require hiring external experts to assess a
company's cybersecurity posture, cyber rating leverages automated tools and algorithms to
provide continuous, real-time assessments.

This not only saves on the expenses associated with hiring specialized auditors but also
provides ongoing monitoring without incurring additional costs. Moreover, the efficiency of
cyber rating allows for quicker identification of vulnerabilities, enabling companies to
proactively address security issues before they escalate into costly breaches. In today's fast-
paced digital landscape, cyber rating provides a more economical and agile solution for
maintaining robust cybersecurity.

Data Accuracy and Reliability

The accuracy and reliability of near real-time data are maintained through advanced data
validation processes and continuous monitoring.
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Near real-time data provides a dynamic and realistic view of a company's security risk
profile, enabling more accurate risk assessment and continuous monitoring. It allows for a
more comprehensive analysis, encompassing emerging threats, vulnerabilities, and cyber
trends.

Mitigating Portfolio Exposure

Precise risk evaluations enabled by near real-time data contribute to mitigating portfolio
exposure and elevating investment decision-making. Cygienic offers comprehensive pre- and
post-acquisition security data, providing lifecycle support for private equity, venture capital,
and investment banking stakeholders, from initial investment through to exit strategies.

Precise and Cost-Effective Valuations

Private equity and venture capital firms are turning to algorithmic solutions to revolutionize
their investment valuation processes. By harnessing cutting-edge platforms, they achieve
significant cost savings, streamline valuation timelines, optimize resource allocation, and
boost the accuracy of their investment assessments.

Near real-time security risk data empowers these firms to make data-driven decisions,
helping them identify opportunities and mitigate risks more effectively, ultimately
maximizing the returns on their investments. In an industry where time and precision are of
the essence, Cygienic Cloud is proving to be a game-changer for these financial stakeholders.

Client Testimonial

Clients appreciate this value-added service, especially when we include these services as
part of our ongoing commitment to support our clients.

"Private equity and venture capital firms are embracing
Cygienic Cloud to enhance investment efficiency, from cost
savings to security risk insights. This dynamic tool is a game-
changer for precision and ROl maximization in our industry."

-Private Equity Singapore.
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Conclusion

The integration of algorithmic solutions and near real-time security risk data revolutionizes
the due diligence process, offering investors unparalleled insights into a company’s data and
security posture. By improving the precision of valuations and reducing portfolio exposure to
risks, these solutions empower investors to make strategic decisions that drive financial
success and mitigate potential threats. Embracing this innovative approach is imperative in
today’s fast-paced digital landscape, ensuring that investments are secure, valuable, and
future-proof.

Contact sale@cygienic.com for our private equity and venture capital subscription

www.Cygienic.com
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