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Why Startups Matter:
The Entrepreneurial Age
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New company formation creates virtually all net new job *
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* The Kauffman Institute.




“Startups are companies designed to grow fast.” - Paul Graham

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

+ Skin in the game
+ Rapid iteration

v Exploit tech to create new user experience

[

Seed stage Time »
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Failure, while not desirable, is
acceptable




Startups in aggregate grow about 3x faster than the traditional economy.

% job growth since 2017

Startups

IT & communication
Healthcare
Construction

Public administration

Real estate

Culture & recreation - 1%
Education - 1%
Retail . 1%

Financialservice' -1%
Agriculture, forestry and fishir. -2%

Business se- -3%

Source: Dealroom.co
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VC-backed entrepreneurship is becoming the job engine.

% of jobs that are at VC-backed companies (public companies only)

Bay Area 68%

USA 24%
EU-27 1.8%
UKI 0.8%
GermanyI 0.3%
France I 0.1%
Italy = <0.01%

ITALIAN
m dealroom.co
Dealroom.co analysis of 1,494 public companies in Europe (596 companies), UK (185) and USA (713).

The list was sourced from the European Commission’s R&D Investment Scoreboard of 2,500 listed companies globally.




Giant VC-backed tech companies are
shaping; mostly from the US ...

The world’s 20 most valuable companies
[l Tech [ Non-tech

Apple %
Microsoft %

saudi Aramco @ [SESTI

Amazon %

Alphabet %

Facebook %

Tencent @

Berkshire Hathaway %
Tesla %

Alibaba @ [So6T

Tsmc @ [Sost

visa £ [[S08T

JPMorgan Chase £ _
Samsung e

Johnson & Johnson % _
Walmart £ -

mH () [S0ar

UnitedHealth £= -
Nvidia £= [S04T

Mastercard %

Source: Dealroom.co and Google Finance data as of Sep 13, 2021.

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

Europe’s share of world equity market capitalisation (MSCI)
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Sources: Refinitiv, FT calculations, Bank of America
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The big R&D budgets are gravitating towards the digital & health.

Corporate R&D spend in 2018 ($ billions)

g:‘;::g EU-27 Japan China ig'::g K?nngi:l%% Germany France Italy
Internet, software, hardwar- 9 9 15 17 1 4 2 0
Semiconductors 39 5 3 1 2 0 1 0 0
Pharma, biotech, healthcar. 52 14 1 0 13 8 8 0
Automotive 19 46 39 6 4 4 34 8 5
Aerospace and Defense 11 8 0 0 0 2 0 2 2
Telecom 13 16 2 3 0 1 1 1 1
Oil & Gas 1 3 0 3 0 0 0 1 0
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Low R&D is another reason why Italy really needs startups, that can become
big tech companies.

R&D spend as % of GDP
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Yes there’s a lot of concentration in tech. But Big Tech is also an enabler: creating
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 ----___

soci }%’ Global distribution
MobileOs  --" .

Online ads ::-::: __________

Video streaming T $ Income

Web browsers

Cloud hosting

- dkd gcalable infrastructure

Online payments
Computer OS

Semiconductor sales
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Tech is now a $35 trillion industry and it’s not just Big Tech. Younger
generations of startups are creating just as much value as older ones.

Combined enterprise value of all tech companies globally
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So concentration, yes, but not monopolies.

Mortality risk of companies has increased ...

Five-Year mortality risk by sector (%)

=== Energy and utilities

=== |T and telecom
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... companies in the S&P 500 keep getting
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younger. Economic dynamism is up.

Companies in the S&P 500 keep getting younger.

Average tenure was
35 years

1980

1960 1965 1970 1975 1980 1985 1990 1995
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Where Italy is at
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ESS————————S———————————————————
Europe’s #4 economy (and part of G7), but only #12 by VC investment.

VC funding by country (2016 - 2021)

United Kingdom [ €r6.48
Germany [ €32.98
France [T €25.98
Sweden [ |€15.7B
Switzerland [T €10.4B
Netherlands [ €9.0B
Spain [ €7.0B
Ireland [0 €5.4B
Finland [ €4.2B
Denmark [ €4.2B
Belgium [ €3.8B
italy I €3.6B
Norway '] €2.9B
Austria [ €2.08
Estonia [l €1.5B
Poland | €1.1B
Lithuania || €1.0B
Luxemburg || €0.9B
Czech Republic | €0.5B
Greece | €0.5B
Portugal | €0.5B
Romania | €0.3B
Croatia | €0.2B
Malta | €0.2B
Cyprus | €0.2B
Bulgaria | €0.2B
Latvia €0.1B
Slovenia = €0.1B
Slovakia = €0.1B

Source: Dealroom.co By company headquarter

VC funding per capita by country (€M, M inhabitants)

Luxemburg S 1507
Switzerland [ 1231
Estonia [IE T 1163
United Kingdom [ 158
Ireland [ 113
Finland I 158
Denmark I 664
Norway [ 550
Netherlands [L00 i 526
Germany [ 398
France [IET 387
Malta [ 379
Lithuania 0 350
Belgium I 313
Austria [ 225
Cyprus [ 206
Spain [ 150
Croatia [ 59
Latvia [ 49
Italy [ 48
Czech Republic [ 47
Greece [ 46
Portugal [ 44
Slovenia [ 30
Poland [ 29
Bulgaria [ 23
Romania || 15
Slovakia | 11
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... and #14 tech ecosystem by enterprise value, behind Ireland, Poland etc.

Combined enterprise value

United Kingdom [ €627
Germany [ €3498
Netherlands [ €178B
France [ €1658B
Sweden I €165B
Switzerland [T €808
Spain [ €60B
Belgium [ €508
Ireland [0 €468
Finland [ €35B

Denmark [ €298
Poland [ €23B
Norway [ €228

Italy [ €21B

Austria [] €14B

Czech Republic [| €10B
Estonia | €7B
Luxemburg | €6B
Malta | €5B

Lithuania | €5B
Cyprus | €4B
Portugal | €3B

Latvia| €3B

Romania| €2B
Greece| €2B
Croatia, €1B
Bulgaria €1B
Slovenia €0B
Slovakia €0B

Source: Dealroom.co By company headquarter. Companies founded after 2000.

Combined enterprise value per capita

Sweden I 163
Malta [ 111
Netherlands FE T 10.3
Luxemburg T 96
Ireland EE T 9.6
United Kingdom [ 9.5
Switzerland I 94
Finland [T 6.4
Denmark [ 5.0
Estonia SNSRI 4.9
Cyprus I 4.9
Belgium [ 4.4
Norway [T 4.2
Germany [N 4.2
France [ 1 25
Lithuania [0 1.7
Austria [0 1.6
Latvia .
Spain 3
Czech Republic 71 1.0
Poland '] 0.6
Italy | 0.4
Croatia [f 0.3
Portugal [] 0.3
Slovenia [| 0.2
Greece | 0.1
Bulgaria| 0.1
Romania | 0.1
Slovakia | 0.1
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Italy has very few unicorns and $1B+ exits ...

United Kingdom 110

Gruppo

Germany YO OX w MutuiOnline
France

Sweden

depop N\ Kong

Netherlands

&) sysdig TRU;L:\YER

Spain

Italy
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Source: Dealroom For more details on the definition of unicorns and $1B+ exits: link



https://app.dealroom.co/companies/yoox
https://app.dealroom.co/companies/mutuionline
https://app.dealroom.co/companies/doc_generici
https://app.dealroom.co/companies/doc_generici
https://dealroom.co/blog/what-is-a-unicorn?_ga=2.146637300.1348158013.1630875797-320425456.1605862624
https://app.dealroom.co/companies/depop
https://app.dealroom.co/companies/kong
https://app.dealroom.co/companies/sysdig_cloud
https://app.dealroom.co/companies/truelayer

... and very few future unicorns.

United Kingdom 213

France

vscalapay %9 everli

Germany

Netherlands

Sweden
Spain

Italy
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Source: Dealroom For more details on the definition of unicorns and $1B+ exits: link



https://app.dealroom.co/companies/doc_generici
https://app.dealroom.co/companies/doc_generici
https://dealroom.co/blog/what-is-a-unicorn?_ga=2.146637300.1348158013.1630875797-320425456.1605862624

But some steps have been taken recently.

e CDP Venture Capital and the National Innovation Fund
o Enea Tech for tech transfer (despite the ups and downs)

» Recovery fund
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https://documents1.worldbank.org/curated/en/688761571934946384/pdf/Doing-Business-2020-Comparing-Business-Regulation-in-190-Economies.pdf

Venture capital funding in Italy in H1 has grown 2.6x from last year...

Source: Dealroom.co
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Combined enterprise value of Italian tech companies is now €22B.

Enterprise value of Italian tech companies founded after 2000
B €0-250M 1 €250-1B (Future unicorn) [] €1B-10B (Unicorn) | €10B+ (Decacorn)

€25B

- .

- .
€108 . . . .
€58 . -

I

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
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https://app.dealroom.co/companies.startups/f/slug_locations/anyof_italy?showStats=YEAR&sort=-valuation&statsType=combined_value
https://app.dealroom.co/companies.startups/f/launch_year_min/anyof_2000/slug_locations/anyof_italy?showStats=YEAR&sort=-valuation&statsType=combined_value

Italy is where Spain was 4-5 years ago, or France 7 year ago.

Enterprise value of all startups in the ecosystem

() France ‘> Sweden
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2000 2010 2021 2000 2010 2021

2010

Sum of the valuations of all startups in the ecosystem. Using estimated valuations based on most recent VC rounds, public markets

and publicly disclosed valuations

Source: Dealroom.co
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https://app.dealroom.co/companies.startups/f/slug_locations/anyof_italy?showStats=YEAR&sort=-valuation&statsType=combined_value
https://app.dealroom.co/charts/ecosystem_value/f/location/anyof_france_israel_sweden_switzerland_spain_italy?range=100

Italy needs the flywheel to start spinning.

skilled talent Getting on the global
More capital and
More quality startups High profile exits bigger more
ambitious companies
\ Early VC with global A .
Bigger outcomes
quality standards iggerou

mdealroom.co ) 4 )ngm

Source: Dealroom.co




Conclusions & recommendations
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Conclusions & recommendations

o Intech, the tables can turn quite fast (look at Berlin, Miami)
e Regulating Big Tech is not the answer to closing the gap
e Avoid too much top down government involvement (but France shows it can help if done right)

e Focus on bottom-up: ease of doing business, employee ownership

mdealroom.co ) 4 )ngm



https://documents1.worldbank.org/curated/en/688761571934946384/pdf/Doing-Business-2020-Comparing-Business-Regulation-in-190-Economies.pdf
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