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Survey Highlights

Funding Environment improve: 54% of respondents who attempted to fundraise in last 12 months had a
favourable experience (up from 37% in 2016) but 56% feel that it will be challenging in 2018.

Buy-outs/M&A more likely Exit scenarios v/s IPO: 46% of respondents (up from 30%) felt that M&A would be
preferred mode for exit compared to 40% who believe IPO will be a preferable exit route.

Respondents have consistently, for two annual surveys, rated emergence of start-ups with more robust
business models and more exit activity as most likely to improve investor sentiment.

The majority of early stage & late stage start-ups stated Growth as their primary focus area in 2018, while
mid-stage start-ups are focusing more on Profitability v/s Growth.

Raising funding & talent management continue to be the top challenges for respondents, third year in a row.
Customer acquisition/churn also highlighted as a key challenge this year.

Al, Blockchain, AR/VR and Fintech were highlighted as over hyped sectors and likely to be hot in 2018.
Agri-Tech, Logistics and Content were voted as most under-hyped sectors.

45% of all respondents had women in leadership positions at their start-ups, up from 42% in 2016 and 33%
in 2015.

Respondents believe that Government’s support to improve tax policies, facilitate cheaper financing and
increase investments in digital infrastructure will make the start-up eco-system more attractive.

GST had net negative impact than positive but Logistics/Enterprise Tech start-ups saw benefits of GST.
Flipkart, SpaceX and Ola emerge as favourite start-ups among Indian founders. Elon Musk was the

respondent’s favourite founder, followed by Jeff Bezos. Among Indian founders, Mukesh Bansal & Vijay
Shekhar Sharma were voted the most admired founders.
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Fundraising

How was your funding experience in the last
12 months?

Unfavourable
46%

Favourable
54%
More favourable funding experience compared to 2016 (54% vs

37%)

Start-ups pitched to ~6-10 investors before raising a round

e S 1O e 36

external investor(s)

Favourable, raised from

. ] 3%
internal investor(s) &

Raised a sub-optimal round -
from external investor(s) ’
Raised a Bridge round 11%

Attempted to raise but could .

not

Did not attempt to raise 28%

72% of respondents (vis-a-vis 50% in 2016) attempted to raise in last
12 months

How much funding are you looking to raise in the
next 12 months?

Backed by an

. 8 MM
accelerator/incubator Is

Bootstrapped M 368 MM
Angel / Seed I $144 MM

VC/PE funded I 430 MM

86% of respondents are looking to raise a total of ~$700 MM in next 12
months

Will the fund-raising be How long do you think
more challenging in the fund raise process

2018? will take?

54%

No

19% 17%
0,
_ i =
1-3 4-6 7-9 >9

months months months months
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What is the most important factor in choosing a  What event is most likely to improve investor
lead investor? sentiment in India?

Strategic fit N o vore exis | -

33%

Ability to do follow-on funding | GGG 10 More companies with robust _

business models

Strength of institution brand || G 1%

More innovation - 9%

Commercial terms of the deal || 0%
More foreign investors setting -
9%

up India / Asia focused funds

Network | 10%

. More domestic VCs [} o
Individual partner sector I o
expertise ’

Unicorns raising more funds at a I 2%
. . 0
Personal relationship [ 7% higher valuation

For VC backed start-ups, ability to do follow-on funding, strength
of institution brand and strategic fit are most important

For early stage start-ups, network also becomes a key
consideration apart from ability to do follow on funding, strength
of institution and strategic fit

InnoVen Capital India: Startup Outlook Report 2018



Profitability

While both growth & profitability are When do you expect to turn profitable?
important, which one would you focus more
on?
959 100%
25% 22% 31%
48% .
64% 950
37%
75% 78% 69% Profitability
52% m Growth 15% I
36%
Idea/Prototype  Proof of Early Growth ($1 More than $10 Already <1year 1-2 years 2-4 years 4+ years
Concept  revenues (<$1 million-$10 million Annual profitable

million Annual million Annual Revenues

Revenues) Revenues)
Time to profitability

Respondents by revenue stage

Current burn rate higher or lower than in 2016? -
* The majority of early stage & late stage start-ups stated

Growth as their primary focus area for 2018, whereas mid-
stage start-ups are focusing more on Profitability v/s Growth.

No change
20%

* 41% of VC funded start-ups reduced burn in 2017 compared to
2016 vis-a-vis 67% in the previous year.

* Close to 50% early stage start-ups (angel funded and
bootstrapped) are aiming for profitability in the next two
years
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Exit expectations

When do you expect to exit? What would be your preferred mode of exit?

= 2018 = Between 2019 and 2021 = Between 2022 and 2024 = Can't say = PO (India) = IPO (offshore) =M&A = Remain Private

40% of respondents rated listing publicly as the most preferred exit option (same as previous year)

80% (up from 64% previous year) expect to achieve an exit within six years
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Talent and hiring

What would be approximate net addition of
employees in 2018 compared to 2017?
47%

24%

14%
9%

- N

0- 16-30 31-45 46-60 61-75 75+

6%

Are women present in leadership roles at your
start-up?

o, but we
are actively
looking to
hire, 27%

Yes, as a
CXO, 24%

No, not

looking

for now,
29%

InnoVen Capital India: Startup Outlook Report 2018

Which hire do you think is the hardest?

39%

23%

11% 10% 9%

I I 3% 3% 2%
| [ | -

SALES CMO CFO COO DESIGN HR CEO

* 45% start-ups reported women in leadership positions at
their start-ups, up from 42% the year before and 33% in 2015

* Chief Technology Officers were rated the toughest hires by VC
backed companies

* Sales heads and CMOs were rated the toughest hires by early
stage start-ups



Challenges

W h d t are VO ur g reate St C h d I I en ge S curre nt Iy ? Respondents answered this question with multiple choice

Rasing Equity Funding _ 41%
Recruiting/HR Management _ 32%

Customer
I s

acquisition/Customer churn

Market Creation _ 25%
Revenue Growth || 18%
Access to debt _ 18%

Competition [l 9%

Lack of inorganic growth l 39
opportunities °

Lack of exit opportunities | 1%
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Fundraising and talent management were top
_ challenges currently, as in 2016

E-commerce and Fintech start-ups rated fundraising as top
challenge faced

Enterprise start-ups rated customer acquisition and churn as
a significant challenge, as well as talent management

Healthcare and Logistics start-ups rated market creation and
talent management as top two challenges




Government policy

What can the Govern me nt dO tO ma ke Sta rti ng u p in I ndia more att ra Ctive? Respondents answered this question with multiple choice

41% 41%

Better tax policy Facilitate cheaper
financing

I

33% 0
0 32% 29% 28%

18% 16%

Allow loss making

Stronger IP
infrastructure  domestic players to entrepreneurship investment norms protection laws  companies to list
compete against through education
global giants

Relax foreign

Promote

Invest in digital Incentives to

What was the impact of GST on your business?

* Taxation and availability of cheaper financing options continue to

be perceived as major hurdles this year as well.

* 32% of the respondents felt better incentives were needed for
domestic players to compete against global majors as compared to

19% in 2016.

* Overall respondents from Logistics and Enterprise Tech recorded a

positive impact of GST on their business.

* Respondents from Media/Content, Fin Tech, Healthcare and Food

felt that GST had a net negative impact on their business.
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Other, 16% Positive, ease
of doing

business, 31%

Negative,
strict input tax
credit process,

10%

Positive,
reduced
logistics cost,
11%

. Negative,
Negative, reverse hi
igher
charge levy when i
dealing with small compliance
& cost, 28%

businessmen, 14%



Over and under hyped sectors

Under Hyped Over Hyped

Agri Tech 22% Al I 0%
Logistics 13%
Fin Tech I 0%
Content 7%
Al 6% Block chain [N 3%
1 (o)
Enterprise 4% AR/VR I 10%
Blockchain 4%
AR/VR 4% loT 1IN 5%
E Commerce 3% Logistics M 3%
Consumer 3%
Food Tech |l 3%
Real Estate 2%
Health Tech 2% Ecommerce M 3%
Ed Tech 2%
° Co-Working B 2%
Co-working 2%
Consumer Lending 2% Content Nl 2%

* Agriculture tech, Logistics and Content were voted as most under hyped sectors whereas Artificial Intelligence, Fin Tech and Block chain
were voted over hyped in 2017

* Atrtificial Intelligence, Block chain and Logistics were voted likely to be hot in 2018.
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Favourite start-ups and founders

Mu sigma

vy Spa(,cX

aytm®™ o
Byju Fll k \\I\l{!?{lg}l!\) B
Delhivery Zomato
\111.;1/011 Old lesla
Uber

Who is your favourite founder?

—

Which is your favourite start-up?

Steve Jobs

Mukesh Bansal
Vi I]d\ Shel\hcu Sharma sanii Barua

‘shish Hemrajani

Elon Musk

Bhavish Agarw 11 {eul []nflm mn
\Imn( "a]IllUJeﬁ. B

Richard l’lmnson
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Respondent demographics

Respondent distribution by revenue stage

4%

Idea/Prototype

Proof of Concept 17%

Early revenues (<51 million
Annual Revenues)

46%

Growth ($1 million-S10

0,
million Annual Revenues) 21%

More than $10 million

0,
Annual Revenues 12%

Respondent distribution by funding stage

Backed by an
accelerator/incubator, 3%
VC funded
(Series C or
higher), 8%

PE funded, 2%

Angel funded,
33%

Bootstrapped,
25%

VC funded
(Series A/B),
30%
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Respondent demographics

Respondent distribution by sector Respondent distribution by founding year

Al/Machine
Retail consumer Travel, 5% Learning, 4%

brand, 6% "

Media/Content,
10%

Hardware/IoT,

Ecommerce, 10%

30%
Education, 2%

22%
Others, 19%

Enterprise 13%
11%
Software, 13% 10%
0,
8% 29% I
Prior to 2012 2013 2014 2015 2016 2017
2012

Fintech, 8%

Food, 4%

Logistics, 8% Healthcare/Medi

cal Technology, 5%
8%
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About InnoVen Capital

InnoVen Capital is Asia’s leading venture lending platform providing debt capital to high growth ventures. Started in 2008 as the first
dedicated venture debt provider in India, the platform offers multiple debt capital solutions, including venture debt, acquisition
finance, growth loans, and syndication. Till date, InnoVen Capital India has provided 200+ loans to more than 115 startups across
stages, including Yatra, Byju’s, Swiggy, Oyo, Firstcry, Blackbuck, Practo, Power2SME, Pepperfry, Snapdeal and Mswipe amongst others.
For more information, please visit www.innovencapital.com and follow us at @InnoVenCap IN.

The survey captures responses from over 100+ start-up leaders across bootstrapped as well as funded ventures. Data and figures
herein may represent the whole or part of a set of responses to a given question to account for data completion matters.

For more information on the report, please contact:
contact@innovencapital.com

The 2017 edition of the report can be read here: Startup Outlook Report 2017

Groups contributing to the study

*  Amplifi B2B SaaS accelerator * Stanford Angels

* Blume Ventures * Startup Bootcamp
* Calcutta Angels * The Chennai Angels
* Kae Capital * Tracxn

* Microsoft accelerator * Village Capital

* Mumbai Angels e ZNation Lab

* Oracle Startup Accelerator

This presentation material is the property of InnoVen Capital India Private Limited. The material herein is provided for informational purposes only. The
information should not be viewed as investment, legal or other advice nor is it to be relied on in making an investment or other decision.
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