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n The digital economy



The tech boom: tech companies globally have reached a combined value of $35

trillion, of which $24 trillion (68%) from the USA.

Combined enterprise value of tech companies globally
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$35T  Rest of World
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$1 trillion / 3%

$2 trillion / 6%

$5 trillion / 13%

$3 trillion / 9%
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https://www.rolandberger.com/en/Insights/Publications/A-path-to-success-for-the-EU-semiconductor-industry.html

Technology is eclipsing all others sectors ...

Today, technology equities
are eclipsing all others ...

Information Technology Financials
Healthcare
Real Estate
Utilities
Energy
Materials

Consumer Staples Consumer Discretionary

Communication Services Industrials
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But actually tech has always been there, as a major driver for business.

Today, technology equities
are eclipsing all others ...

Information Technology Financials
Healthcare
Real Estate
Utilities
Energy
Materials

Consumer Staples Consumer Discretionary

Communication Services Industrials

Page /7 Sources: Credit Suisse Global Investment Returns report Yearbook Summary Edition 2021. USA data. Industry weightings.

... but back in 1900 rail was the
biggest sector. Later, airlines.
These were also “tech”,

Rail

Banks

Other industrial

Iron, coal, steel
Utilities
Tobacco

Telegraph

Other transport
Food

Other
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Tech is not a sector anymore. It cuts across all sectors, creating entirely new user
experiences, mostly software-driven, and for increasingly bigger markets.

Gone online Going online Next frontier

Global size of selected markets
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https://marketplaces.dealroom.co/companies/kahoot_
https://app.dealroom.co/companies/wefox

“In the past, IBM, Oracle or Microsoft sold technology to other companies, as a toaol.
They sold computers and software to GE, P&G and Citibank. Now there's a generation
of companies that both create software and use it themselves to enter another
industry, and often to change it. Uber and Airbnb don't sell software to taxi companies
and hotel companies, Instacart doesn't sell software to grocery companies, and
Transferwise doesn't sell software to banks.

“What happens when everything's software? ... At a certain point, everyone has
grown up with this stuff, everything is a software company, and the important
guestions are somewhere else"

Ben Evans
Own writing on his blog
Outgrowing software
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https://www.ben-evans.com/benedictevans/2021/3/18/outgrowing-software

80% of adults are online. They're not only spending money online but also earning
income online. This means that even work itself is open to innovation.

~$50 trillion ~$50 trillion

Household income

Net savings is going digital too
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Corporate IT is also going online (SaaS, Cloud, Artificial Intelligence). The pandemic
accelerated the shift, benefiting companies like Microsoft, Google, and Salesforce.

Percent expecting change in IT spend in 2021

B Significant decrease

Automation

SaaS

Public cloud
Al/Machine learning
Containers
Network
Serverless
loT/Edge
Desktops/Laptops
Private cloud
Storage

Devices

Servers

On-premises software

Data centers -
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42%
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42%
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39%
34%
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27%
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21% 8%
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Slight increase

Significant increase

31% Microsoft Azure
Microsoft SaaS software

AWS

29% Microsoft licensed software
239 Salesforce
Google
ServiceNow
14% VMware licensed software
VVMware Saa$S software

SAP SaaS software

17% VMware cloud
13% Oracle SaaS software
SAP licensed software

Oracle licensed software

12% Adobe SaaS software
11% Adobe licensed software
Oracle infrastructure Cloud

IBM Cloud

IBM Saas software

Workday

IBM license

24%

19%

15%

12%

Source: Flexera 2021 State of Tech Spend Report. N=474. Roughly two-thirds in the USA and one-third in Europe.
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Percent expecting change in vendor spend in 2021
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https://www.idc.com/getdoc.jsp?containerId=prUS46047320
https://www.idc.com/getdoc.jsp?containerId=prUS46047320
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Giant tech companies are forming; mostly
VC-backed tech companies from the US ...

The world’'s 20 most valuable companies
[l VC-backed tech companies [ Non-tech
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Page/12 Source: Dealroom.co and Google Finance data as of May 28, 2021.

... while Europe’s share of global equity has
shrunk considerably.

Europe’s share of world equity market capitalisation (MSCI)
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https://www.semiconductors.org/wp-content/uploads/2020/06/2020-SIA-State-of-the-Industry-Report.pdf

Corporate R&D spending is now dominated by Big Tech.

$199B

Examples:
Amazon, Alphabet
Intel, Microsoft
Apple, Oracle
Cisco, IBM
Qualcomm
Broadcom
Western Digital
Medtronic
Abbott Laboratories
Micron Technology
NVIDIA, VMWare
Salesforce, Snap

U.S. Tech

Page /13 EuropeanStartups.co

$98B

Examples:
Johnson & Johnson
Merck, Ford, Pfizer,

General Motors
Eli Lilly and Company
Bristol-Myers Squibb

General Electric

U.S. Industrial

Source: PwC, The 2018 Global Innovation 1000 study.

$40B

Examples:
Volkswagen
Roche, Novartis, Daimler
Sanofi, GSK, BMW

European Industrial

$40B

Examples:
Siemens, Nokia
Ericsson, SAP
Philips, HP

European Tech
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Europe’s big corporate R&D budgets are concentrated around pharma, automotive
and telecom. The USA dominates internet, software and electronic hardware.

. . United
Corporate R&D spend in 2018 ($ billions) States
Internet, software, hardware 114
(Google, Apple, FB, Amazon, Samsung)
Semiconductors 39
(Intel, NXP)
Biotech 35

(Celgene, Abbvie, Gilead, Amgen)

Pharma 40
(Roche, J&J, Merck)

Automotive 19
(Volkswagen, Toyota, Ford)

Telecom 13
(NTT, Nokia, Eriksson)

Oil & Gas
(PetroChina, Exxon, Shell)

Page / 14 Source: PwC.

EU-27

9

42
46

16

Japan

13

39

China

15

South
Korea

17

United
Kingdom

12

Dominated by USA big tech. These are
> domains where money is spent on
futuristic moonshots.

AN

> Europe has strong position in Pharma
and Automotive.

Very low R&D spending. And 90% of
that low spending goes to fossil fuels.
Opportunity to grow?
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The USA is showing us what a digital economy might look like.

70%

Artificial Intelligence

experts work for Google,

Facebook, Microsoft,
Amazon

Page / 15

>50%

R&D spending
done by big tech
companies which were
originally VC backed

5247

Combined valuation
of all US tech companies.
Nasdagq is $19 trillion,
compared with $32
trillion for the entire S&P
500

2 7%

Share of net earnings
of tech companies of
S&P 500, up from 2%

during the dotcom boom
in 2000 (source:
Heartcore.com analysis)
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https://www.visualcapitalist.com/a-visual-history-of-the-largest-companies-by-market-cap-1999-today/
https://www.visualcapitalist.com/a-visual-history-of-the-largest-companies-by-market-cap-1999-today/
https://www.visualcapitalist.com/a-visual-history-of-the-largest-companies-by-market-cap-1999-today/
https://www.kauffman.org/wp-content/uploads/2019/12/firm_formation_importance_of_startups.pdf
https://www.kauffman.org/wp-content/uploads/2019/12/firm_formation_importance_of_startups.pdf
https://issuu.com/heartcore/docs/20210303_report_final_master_high_rez

Yes, they're powerful companies (and mostly from the USA). But they are
precisely the platforms that entrepreneurs exploit to grow their business.

Big tech is dominating many key tech domains ... ... but they are also enablers for entrepreneurs.

Search
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Inspired by and taking data from Benedict Evans’ Jan 2020 presentation Standing on the Shoulders of Giants (using data from companies and Zenith). Additional sources from EUROPEAN
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Concentration, yes, but not monopolies.
Mortality risk of companies has increased ...

Five-Year mortality risk by sector (%)

= Energy and utilities Financial institutions Industrial goods
IT and telecom Consumer & health care

50

40

30

38%
/ @ 36%

32%

28%

25%
20
10
(1]

1965 1970 1975 1980 1985 1990 1995 2000 2005 2010
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Sources: BHI analysis; Compustat; S&P Capital IQ

Note: Based on approximately 35,000 US-listed companies; sectors assigned across time per current database
allocation; sector grouping by BHI.

‘Moving five-year average weighted by number of companies per sector group and year

... companies in the S&P 500 keep getting

70
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30

20

10

younger. Economic dynamism is up.

Companies in the S&P 500 keep getting younger.

1980

Today

1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025
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https://image-src.bcg.com/Images/BCG-Die-Another-Day-Dec-2015%20rev_tcm9-168290.pdf
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https://www.innosight.com/wp-content/uploads/2017/11/Innosight-Corporate-Longevity-2018.pdf
https://image-src.bcg.com/Images/BCG-Die-Another-Day-Dec-2015%20rev_tcm9-168290.pdf
http://www.p2theblog.com/2017/02/how-to-build-business-that-lasts.html
https://twitter.com/paulg/status/1375799593519230978?s=20
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The clearest sign that economic dynamism is up: younger cohorts of startups are
creating just as much value as older ones — if not more.

Combined enterprise value of all tech companies globally
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“In the industrial and information ages, we put physics and information to use. In
the entrepreneurial age, physics and information are replaced by
entrepreneurship: the ability to serve a customer at the highest level of quality
and scale, simultaneously.

“In the past, scale was so difficult that organizations with bad products and great
scale could win. Scale is now available as a service — see Foxconn
(manufacturing), AWS (hosting) or Facebook (distribution).”

Babak Nivi
Co-founder of AngelList,
written in Feb 2013 on Venture Hacks

. EUROPEAN
dealroom.co \sifted/ STARTUPS


https://venturehacks.com/the-entrepreneurial-age
https://medium.com/angellist-blog/the-entrepreneurial-age-88d6402339fa
https://venturehacks.com/there-is-no-finish-line-for-entrepreneurs
https://venturehacks.com/the-entrepreneurial-age
https://twitter.com/WorkMJ/status/1384608622135549954?s=20
https://twitter.com/WorkMJ/status/1384608622135549954?s=20

There’s an explosion of unicorns globally.

USA: 853
3.5x since Dec 2017

Tipping point around 2014
80% online population
Global distribution (Facebook, Google, ...)
\enture capital available anywhere
Large pools of experienced talent

China: 263

2.5x since Dec 2017
Europe: 251

2.6x since Dec 2017

Rest of Asia: 133
3.9x since Dec 2017

RoW: 71
12x since Dec 2017

2000 2005 2008 2013 2017 2021
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https://app.dealroom.co/charts/unicorns_yearly/f/location/allof_Europe_United%20States_Asia?range=100

Global venture capital is crushing previous records in 2021.

Global venture capital investment > view online

€247B

€250B

2.2x
€200B

Megarounds plus $250M+

€150B

€111B Megarounds $100-250m
€100B

Series C $40—-100m

€508 Series B $15M-$40M

Series A $4M-$15M
B Seed $1M-$4M

Pre-seed $0M-$1M
H1 H1 H1 H1 H1 H1 H1 H1 H1 H1

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

| . EUROPEAN
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https://app.dealroom.co/transactions.rounds/f/growth_stages/not_mature/rounds/not_GRANT_SPAC%20PRIVATE%20PLACEMENT/tags/not_outside%20tech?showStats=HALF_YEAR&statsType=rounds

In Europe, the growth in venture capital is even more pronounced.

European venture capital investment » view online

€50B

€40B

€30B

€20B

€10B

H1 H1 H1 H1 H1
2012 2013 2014 2015 2016
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2017

€47B
2.9x

Megarounds plus $250M+

Megarounds $100-250m

€16B
Series C $40—-100m

Series B $15M-$40M
Series A $4M-$15M
B Seed $1M-$4M
= — Pre-seed $0M-$1M
H1 H1 H1 H1
2018 2019 2020 2021
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https://app.dealroom.co/transactions.rounds/f/growth_stages/not_mature/rounds/not_GRANT_SPAC%20PRIVATE%20PLACEMENT/slug_locations/anyof_europe/tags/not_outside%20tech?showStats=HALF_YEAR&statsType=rounds

Why are startups the instrument of choice for rapid innovation?

Less than 30% of seed
funded startups graduate
to a Series A round

Skin in the game

Growth through rapid iteration

Exploit existing tech to create new user experience **

N /
Y

Failure, while not
desirable, is acceptable

Seed stage Time —

* Corporate innovation does happen too: the iPhone by Apple, AWS by Amazon, Android and Gmail by Google, R&D by semiconductors.

EUROPEAN

Page/24 ** Deep tech and biotech startups also create new technology, but most startups don't. dealroom.co | \si{:ted/ STARTUPS


http://www.paulgraham.com/growth.html
https://dealroom.co/blog/what-is-a-startup
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Corporates have been internally upgrading their technology. The biggest wave
so far is happening now.

Spending on Cloud/Saa$

$3 74B Early vs. late adopter personas (Bain)

Slow and Steady

Price Conscious

$151B Price Conscious

» Heterogeneous

) Transformational

2013 2017 2022
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https://www.bain.com/insights/revisiting-the-five-faces-of-the-cloud/
https://www.bain.com/insights/revisiting-the-five-faces-of-the-cloud/

Following Covid-19, corporates are accelerating their digital processes.

Planned business adaptation in response to COVID-19

Accelerate the digitalization of work processes

Provide more opportunities to work remotely

Accelerate automation of tasks
Accelerate the digitalization of upskilling/reskilling

Accelerate the implementation of upskilling/reskilling programmes

Accelerate ongoing organizational transformations

Temporarily assign workers to different tasks
Temporarily reduce workforce

Permanently reduce workforce

Temporarily increase workforce

No specific measures implemented

Permanently increase workforce

Page / 27 Source: Future of jobs survey 2020, World Economic Forum. Share of employers surveyed.
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https://en.wikipedia.org/wiki/New_economy
https://www.mckinsey.com/business-functions/mckinsey-digital/our-insights/three-snapshots-of-digital-transformation
https://www.mckinsey.com/featured-insights/regions-in-focus/solving-the-productivity-puzzle
https://www.economist.com/finance-and-economics/2020/12/08/the-pandemic-could-give-way-to-an-era-of-rapid-productivity-growth

Things like Encryption, loT and Al are becoming much more commonplace.
This is an opportunity for startups and corporates to partner.

0%

Cloud computing
Big data analytics

loT & connected devices

Encryption and cybersecurity

Artificial intelligence

Text, image and voice processing
E-commerce and digital trade

Robots, non-humanoid

Augmented and virtual reality
Distributed ledger tech (e.g. blockchain)
3D and 4D printing and modelling
Power storage and generation

New materials (e.g. nanotubes, graphene)
Biotechnology

Robots, humanoid

Quantum computing

Page /28  WEF Future of Jobs 2020
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http://www3.weforum.org/docs/WEF_Future_of_Jobs_2020.pdf

US and UK corporates are spending the most.

Spending on IT as % of GDP (2018)

How to get corporates to

4.0% - innovate more and invest

more in tech?

ca

2.2% 2.1%

2.2%

1.1%
0.8% 0.7%

us UK Germany France Japan South India China

Korea
IT spending ($B) $830B $105B $89B $61B $104B $18B $22B $88B
GDP ($B) $20T $2.8T $4T $2.7T7 $5.0T $1.6T $2.7T7 $13T

Page/29  EuropeanStartups.co Source: Bain analysis of Gartner, IDC, Economist and other data. d | \ e ] EUROPEAN
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https://www.bain.com/insights/how-chinas-cloud-market-differs-from-others
https://www.bain.com/insights/eight-great-trillion-dollar-growth-trends-to-2020/

The degree of spending on IT varies hugely between sectors.

Software Publishing & Internet Services
Banking & Financial Services
Education

Media & Entertainment
Professional Services
Telecommunications

Healthcare Providers

Insurance

Pharma, Life Sciences, Medical
Transportation

Utilities

Median

Industrial Electronics & Equipment
Consumer Products
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Retail and Wholesale

Food & Beverage Processing _

Chemicals

Construction, Materials & Natural Resources

Energy

Page / 30 ** Sources: Morgan Stanley, Bain, LocalGlobe analysis of Gartner and Fortune data.
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https://www.mckinsey.com/business-functions/mckinsey-digital/our-insights/three-snapshots-of-digital-transformation

Internal innovation is important, but today’s most successful companies

have undergone transformations through external innovation, too.

Tech
ﬂ Tencent i&ifl
Strengthened core
Go gle PpHiLPs

mE Microsoft "‘ Adobe siEMENS

Repositioned core
IJ NOKIA === <§§§2!
NVIDIA.

ERICSSON

ﬂAlibaba com aWS "

priceline

Extended outside core
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https://www.bcg.com/publications/2018/how-best-corporate-venturers-keep-getting-better
https://hbr.org/2019/09/the-top-20-business-transformations-of-the-last-decade
https://www.innosight.com/wp-content/uploads/2019/09/Innosight-Transformation-20-Final.pdf
https://app.dealroom.co/companies/apple
https://app.dealroom.co/companies/bayer
https://app.dealroom.co/companies/edf/
https://app.dealroom.co/companies/nokia
https://app.dealroom.co/companies/ericsson
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Corporate VCs are active in nearly every industry.
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VC investment by corporates is on track to reach an all time high in 2021.

Global VC investment by corporates
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But corporate’s share of total VC investment is the lowest since nearly a decade.

Corporate’s share of total VC investment
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The decline is mostly at late stages, where new investor types like Softbank, Tiger
and others have entered the scene.

Corporate VC as % of total funding by round size
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Global corporates are increasingly investing in European startups.

VC investment by global corporates in European startups
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In summary.

1. Nearly everything's about software (except handbags and champagne)
Scale is a commodity. Competition is about entrepreneurship

Talent is flocking to startups. And startups are built from anywhere

CH

More than ever, corporates would benefit from partnering with startups,
and strong ties with entrepreneurial ecosystems
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