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Survey Highlights

* Founders expecting a weaker venture funding environment this year. While 75% of founders had a favorable
funding experience in 2019, almost 58% of founders expect fund-raising to be more challenging in 2020

* Continued bias on growth v/s profitability. 79% of founders ranked growth higher than profitability as a focus area
for 2020, slight decrease compared to 2019 (85%)

* 57% of founders believe that the most likely exit scenario will be through M&A/Secondary Sale. However more
founders are now starting to look at IPO’s as a viable exit option (42% in 2020 v/s 38% in 2019)

* Private Equity & Hedge Fund gain more importance for growth/late stage funding rounds; ~59% of startups are
looking to engage with PE/Hedge funds as part of their next fund raise (v/s 45% in 2019)

* Hiring good talent & managing growth expectations were identified as top two challenges for start-ups

» 75% of startups expect a higher pace of hiring in 2020 v/s 2019. Enterprise Tech, Fintech, Ecommerce and
Media/Content are the most bullish on hiring in 2020

*  74% of start-ups had < 20% of women in leadership roles, which is lower than 69% in 2019
* 47% of founders open to possibility of a professional CEO running their business at the right stage of maturity

* Only 35% of founders rated government efforts to improve the start-up ecosystem as Good or Excellent. Founders
want a stable regulatory environment & better incentives for domestic players to compete against global giants

* Fintech & Al highlighted as the most over hyped sectors, while Consumer brands was voted as most under-hyped
sector in 2019. Founders expect Fintech (largely Neo Banks) & Enterprise Tech to be hot in 2020.

* Respondents chose Swiggy as their most favourite Indian start-up, Bhavish Aggarwal as their most admired Indian
founder. Elon Musk was chosen again as the most favourite global founder (4t year in a row)
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Fundraising (1/2)

How was your funding experience in the last Will fund-raising be more challenging in 2020?
12 months?

M Favourable

m Yes = No
B Unfavourable, attempted to raise but could not

Unfavourable, raised a sub-optimal round from external or internal investor(s)

The Valuation offered in the last round was?

Funding experience over time (% favourable)

74% 75%
54%

— Below expectation _ 29%

2017 2018 2019

Above expectation . 6%

e Favourable

* Back to Back years of strong funding environment; * 58% of founders believe that fund raising will
75% had a favourable experience in fund raising be more challenging in 2020
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Fundraising (2/2)

What is the most important factor in choosing In addition to local VCs, which other investors are
a lead investor? you targeting for next round of funding?

strength of institution brand ||| NG 22%

Strategic fit | 2 3%
Personal relationship [ GGG 3% Chinese _ 299
Network |GG 7%
Individual partner sector _ 12% Japanese - 13%
expertise °
Commercial terms of the deal || NG IG 13%
Hedge funds - 15%
Ability to do follow-on funding || N NNGNNEGTIE 15%
* Strategic fit & strength of institution brand are * More founders looking at Private Equity as
two most important factors opposed to Chinese & Japanese funds

* For growth/ late start-ups, strength of institutional

* 42% of respondents targeting Chinese/ Japanese
brand is the single most important factor 6 of resp geting / Jap

funds (compared to 55% in 2019)
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Growth / Profitability

When do you expect to become net income

While both growth & profitability are important,
profitable?

what is the bigger focus for you in 2020?

100%

89%
Early 81% 19%
60%
W Growth
Profitability
23%
Late 83% 17%
Respondents by funding stage
Already 1-2 years 2-4 years 4+ years
profitable

85% 79%

e Time to profitability
4N

15% 21% 13%

9%

2018 2019 2020

e Growth == Profitability

» 79% of start-ups have bias for Growth over
profitability.

» All late stage start-ups & 91% growth stage start-
ups aiming to become profitable in the next 4 years

Early Growth Late

* 82% of Consumer brands & 53% of Fintech claim to
be profitable/expect profitability in 1-2 years

B Already profitable M 1-2 years M 2-4 years 4+ years

Respondents by funding stage
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Exit expectations

Most likely path of exit Expected timeline of exit
1%

B IPO (India) IPO (Off-Shore) B M&A M Secondary Sale 2020 mBetween 3-5years B Can'tsay M Nexttwo years

* 42% of founders believe that IPO is the most likely

path to provide exit to investors
46%

38% 42% » 54% of growth /late stage start-ups expect an exit
40% oo within 5 years, with 62% choosing IPO as a likely exit.
30% * 60% of Ecommerce start-ups believe secondary as the
most likely exit path (most chose IPO last year)

* 64% of the Consumer Brand start-ups feel M&A is the

——IP0 =——M8&A most likely mode of exit.
0018 o 2020 * 53% of Fintech start-ups feel IPO is the most likely

mode of exit.
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Talent and hiring

Hiring in 2020 compared to 2019 What percentage of your top
leadership are women?

. 39% 40% 50%
43%
30%
50%
30%
Bangalore Mumbai NCR Others
%
Fcommerce RN _— 0% m<10% m>50% m10-20% M 20-50%
Education 67%
Enterprise Software 88%
Fintech 41%
Food 20% 20% 60% » 75% of start-ups expect to hire more in
Healthcare 42% 17% 25% 17% 2020 v/s 2019
Logistics 50% * Enterprise tech & Fintech startups are the
Media/Content - most bullish on hiring in 2020
Retail consumer brand 18% * Media/Content & Ecommerce close 2nd
Others 62% * 50% start-ups had less than 10% women in
leadership positions
MW Broadly at same level M Lower M Slightly higher Significantly higher
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Business Priorities and Challenges

What are the top business priorities in the next 12  What are the top business challenges right now?

months? Respondents answered this question with multiple choice HesperdepeiceneEditlonesoiitiinunieleie/es

Priorities Challenges

Fund-raising | 7%

| Enhance !
i I 1% :

Growth [N 22%
leadership/management talent
"""" Better Product-Market fit (NN 6% Fund Raising [N 17%
T T ey S — P Profitability and unit economics 13%

Regulatory Environment || IIIEGG 11%
Improve tech capabilities || NG 11% & Y ’

Competition |GG 7%
Improve unit economics || G 11%

Customer Retention [ 6%

* Fund raising & Leadership/talent are top 2 priorities - T 2 aelliamaEs far G mes e T G

* Better product market fit #1 priority - Enterprise Tech R (3 (REHTG L P10 T AL ) GRS
* 37% of Enterprise Tech start-ups rated customer

* Focus on profitability top priority for Logistics & T Ly A e e

Consumer brands

* 60% of Ecommerce & 50% of Healthcare start-ups

* Early stage start-ups, chose achieving a better product e o e 6 @ Ry e

market-fit as a key priority
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Government policy

What should the government do to make India more appealing for startups?

Respondents answered this question with multiple choice

40%

26% 24%

I . . =

Stable & predictable regulatory Better incentives to domestic  Invest in digital infrastructure Stronger IP protection laws
environment players to compete against
global giants

How will you rate government efforts to
improve the start-up ecosystem?

* Only 35% of the respondents rated government efforts to
improve the start-up ecosystem as Excellent or Good

M Excellent

» Stable & Predictable regulatory environment is perceived

| ]
Good effort, but can as a key concern by start-ups

do more

B Average, needs to
do more

» 82% of Fintech start-ups & 66% of Media/Content start-
ups identified need for a Stable & predictable regulatory

Poor, not helpful . )
environment as most important

InnoVen Capital India: Startup Outlook Report 2020



Over and under hyped sectors

Under Hyped Over Hyped

Fintech | 159

Consumer Brands 16%
Al I 159
>aas 13% Consumer Lending |GG 10
Al 13% coworking I 10%
Agri-Tech 11% Blockchain [N 10%
10T 7% Foodtech |IIINENEGgQN %
Logistics 7% NeoBanking | HIINIGIG 5%
Health tech 6% B2C Consumer N 2%
B2B 6% Ecommerce [N 2%
AR/VR 6% Ed Tech [ 4%
Lending 4% VR I 4%
Content 3% Agri-Tech | 3%
EduTech 3% oT I 3%
Fintech 3% SR
Blockchain 3% Book Keeping I 3%
* Consumer Brands rated as most under hyped * Fintech, Al rated as most over hyped sector.
sector. AgriTech was rated the most Under- Blockchain and AR.VR was rated the most
Hyped sector in 2019 and 2018 over-Hyped sector in 2019
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Professional CEO running business in the future

Yes, possible in next 2-3 years 34%

Yes, but only at the right stage of business _47y
maturity °

No, founders should remain in charge 19%

* 81% of the founders open to a professional CEO running their business, while 19% believe that the
founder should always remain in charge

* 36% of growth/ late stage start-ups open to a professional CEO running business in next 2-3 years.
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Favourite start-ups and founders

Favourite Indian Start-up

#2\/ijay Shekhar Sharma

Byju Raveendran

Sanjeev Bikhchandani

=Bhavish Aggarwal -

#2 Sachin Bansal

Ritesh Agarwal

Girish Mathrubootham

Favourite international founder
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#2
ZerOdha GreyOrange

Inmobi

wiggy

Pa :»tm Freshworks

Favourite Indian Founder

Bill Gates

Jack Ma

~E£lon Musk

Brian Chesky

#ZJeff Bezos




About InnoVen Capital

InnoVen Capital is Asia’s leading venture lending platform with offices in India, China and Singapore. It provides structured 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 working capital support. Some of the prominent current &
past investments include Swiggy, Byju’s, Oyo Rooms, CureFit, Snapdeal, FirstCry, Blackbuck, Rivigo, Myntra, Quikr, Dailyhunt, Pepperfry,
Eruditus, PharmEasy, GreyOrange, Ather & Bounce. For more information, please visit www.innovencapital.com and follow us at
@InnoVenCap IN.

About the report

The Start-up Outlook report is an annual report published by InnoVen Capital India & provides an outlook on the sentiment prevailing
in the start-up eco-system through the eyes of founders. The survey is administered to founders (& few senior leaders) from a broad
cross-section of companies (Early-stage, growth stage and late stage). It covers wide ranging topics around funding environment, exits,
focus areas, challenges and other aspects that are on the mind of founders. This is the 5% Start-up outlook report and was based on a
survey conducted with ~100 start-up leaders.

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 2019 edition of the report can be read here: Startup Outlook Report 2019

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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