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Foreword

From artificial intelligence finding applications in more and more fields of everyday private and
business life to major shifts in the way food is produced and consumed, new horizons seem to be opening
up at great speed. This represents not only a challenge to consolidated economic frameworks and
business models, but most of all an opportunity to experiment new ways of doing business and launch

novel ventures.

In such a fast-changing world, it is important that our students understand how to move from
generating a business idea to making that business successfully reach unicorn status and ultimately long-
lasting success. While the literature on scaling is vast, I have had the pleasure to introduce my students
to the concept of extrapolation, a business development stage which I have defined in a recent HBR article
as an often overlooked but critical phase between exploring several opportunities and exploiting one of
them. In the following section I provide an overview of the extrapolation phase. This concept has guided
my students in their analysis of fifteen companies from a variety of sectors, including biotech, agtech,

SaaS, robotics, and e-commerce.

It has been an honour to supervise their work and make them see how to look at existing businesses
through the lenses of cutting-edge theoretical frameworks. I am confident that they are now better
equipped in taking on the opportunities and the challenges that they will face over the course of their

professional careers.

Prof. Davide Sola

Harvard
Business
Review

Entrepreneurship

The Overlooked Key to a Successful
Scale-Up

by Jeffrey F. Rayport, Davide Sola, and Martin Kupp

From the Magazine (January-February 2023)

8 /\Read the article: HBR Link
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Extrapolation

Scaling is defined by most practitioners and scholars as the phase of exponential growth kicking off

when product/market fit is established.

Paul Graham, the most influential figure in the field, followed Airbnb, Uber, Dropbox, Stripe, and

many other companies during their most critical periods.

The table below shows how a weekly growth rate affects the yearly growth rate for a start-up.

WEEKLY YEARLY
1% 1.7x
2% 2 8x
5% 12 6x
7° 33.7x
10% 142 Ox

[t goes without saying that only a few outliers’ businesses can sustain these growth rates for a long
period of time. The weekly revenue growth rate of Facebook, for instance, was 21.5% for the first six

months and close to 5% per week for the next two years before it slowed down to roughly 1% per week.

There are 4 key challenges that companies typically face while scaling up:

1. Scaling before validating product-market fit
a. Many companies make the mistake of scaling their products too early. Some founders
try to scale when their products still have flaws, believing that these defects will work
themselves out over time.
b. Other founders start to increase growth and production without being clear who
their customers are (here’s a hint: it’s not always your users!) or without knowing if the

market has sustainable demand.

2. Focusing on sales and marketing instead of building long-term demand
a.  When scaling, many founders focus on ramping up their sales and marketing activities,
but these are only short-term, tactical initiatives.
b. Creating a strong buyer market and building long-term demand is just as important to

the company’s overall success—if not more so.
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3. Competing on price

a. It can be tempting to compete on price. Some may think that by ramping up
production, prices can be cut and still remain profitable. While this works occasionally,
competing on price more often results in a “race to the bottom,” both in terms of
profit and quality.

b. It’s far better to compete on quality, ingenuity, and customer service than to position
the company as the industry’s low-cost provider. If the company manages to sell to its
customers based on the value it provides, it can keep prices reasonable without having

to stress about eventual competition.

4. Forgetting that trimming fat is part of scaling
a. Some founders think that scaling only involves growing upward and outward.
However, as production grows, the company may find that some elements no longer
work. An idea that once seemed so promising might require changes.
b. Changing those items that aren’t working is an important part of building towards
things that are. As they scale their business, managers shouldn’t be afraid to trim fat so

that the company can grow effectively.
Scalability depends on internal and external factors as well:

e Internal scalability describes how capable the operations of the business model are to expand

the customer base and increase sales in a short time and at low cost;

e External scalability describes how beneficial the business environment is to expand the

customer base and increase sales.

What Is Extrapolation?

My research shows that the definition of scaling should be expanded into what we call “extrapolation”.
Extrapolation is a complex phase that starts once the company has achieved Product-Market Fit and ends
with Profit-Market Fit at Scale.

e Exploration is the phase where the company tests the Value Hypothesis, namely that there is a
problem worth solving (in other words, there are customers that need that problem solved) and
the company has identified a solution that works. This phase lasts until the company has
achieved product-market fit: in other words, the company has validated that the addressable
market exists, and it can grab it by growing exponentially its customer base and its revenues.

e Extrapolation is the phase where demand increases rapidly, and the company strives to bring in

additional revenues at decreasing marginal cost. This phase lasts until the company has achieved

5
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profitmarket fit. In other words, it has validated that its business model can turn profit out of
the growth at scale.

e Exploitation is the phase where the company, once revenue growth has begun to level off, starts
to continuously fine-tune its business model to achieve incremental growth in both revenue and

profits and strengthen its competitive advantage.

It is important to note that during the Extrapolation phase, we typically observe a growth of 10X in

magnitude that happens over several months and often repeatedly (i.e., several X10 cycles).

PROFIT-
MARKET
FIT

PRODUCT-
MARKET
FIT

Revenue

Exploration Extrapolation Exploitation
3 MONTHS TO 3 YEARS 170 3 YEARS INDEFINITE
The company tests Demand rises Revenue growth

hypotheses about rapidly, and the begins to level off,
how it will deliver company strives and the company

value to customers to bring in fine-tunes its
until it achieves additional revenue  business model to
product-market fit. at decreasing strengthen its
marginal cost competitive
until it achieves advantage.

profit-market fit.

Google experienced an extrapolation period between 2000 and 2002, with gross profits jumping from
$20 million to $300 million.

Amount (Smin)

3.500 - [350 4 » At first, OpEx are higher
300 - : Revenues
Extrapolation than revenues,
3.000 4 |50 - '/ — Operating Expenses
*+ Mid 2000 revenues start to — Gross profit
2.500 grow faster than OpEx. P
== QOperating income
2.000 + Operating income start out
1500 0 ~ negative and grow
1899 2000 2001 2002  exponentially till 2002.

1.000 4 5=

500 Rk TN

[} = e . + Time
SOE;I 9 2000 2001 2002 2003 2004

T T T

Exploration Extrapolation Exploitation
* Revenues X18
= OpEx X5
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The Extrapolation phase requires the interplay of three key elements:

e A clear understanding of what the necessary conditions for such phase to take place are (often
companies start too early or too late) as well as a deep knowledge of the factors/levers that will
make it happen (sufficient factors);

e A disciplined application of the extrapolation strategic process. This is different from a normal
strategic process and seeks to achieve exponential growth by seeking out business model
constraints and resolve them sequentially (Theory of Constraints - TOC);

¢ An ambidextrous leadership with autonomous teams that manage the extrapolation process

seeking creativity and disciplined execution at the same time.

The Scalability Assessment

Understanding Necessary and Sufficient factors

Definitions

e A necessary condition is a condition that must be present for an event to occur.
o Size of Serviceable and Addressable Market

o Solution Repeatability and Distinctiveness

e A sufficient condition is a condition or set of conditions that will produce the event.
o Proven Monetization Approach

Effective Route to Market

Network and Density Effects

Throughput effectiveness & Unit Economics

Available Funding

O O O O

All this is condensed in the scalability assessment framework developed by 3HORIZONS and used by
the students during the semester to evaluate several companies or products that were analysed during

the course. See the following page for an overview of the framework.



ESCP

BUSINESS SCHOOL

1.Serviceable Addressable Market Size
Sub Factor

Number of Potential Customers

fedetig prodect o . ? stk ..

Score Rationale
4
The total number of customers is imited, forcing the y to expand it's add ble market
Score 1: in order to scale successfully. For ple, the total number of is 80% of the numt

Score 5:

required to achieve the Level of Ambition

Lotusis 3 haury car company who produced the most iconic cars in the 50s/70s. The majority of Lotus'
potential customers consist of ultra wealthy car enthusiasts and collectors, specifically interested in
heritage racing brands, Consequently, the potential market for Lotus is small

The ber of potential dd d by the product or solution (i.e which could
potentially become dlients today) is more than sufficient to achieve exponential growth. For
ple the total is 100 times the number required to achieve the Level of Ambition

Airnbab offers short-term lets all over the world, The company’s potential customers include anyone
who needs Lo rent properties on & short-term bass. The commercial real #state industry ranks 3cd In
the world with $3.6tn MV making Airbnb’s number of potential customers huge
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Editorial team

Prof. Davide Sola, Phd.

Davide Sola is the Entrepreneurship Chair of the Jean-Baptiste
Say Institute for Entrepreneurship in London as well as the CEO of
3HORIZONS, the leading Strategy as a Service solution provider.
Davide is full Professor at ESCP Business School and Visiting in other
leading business Schools such as Judge Business School in Cambridge,
AALTO Business School in Helsinki and Cotrugli Business School in
Zagreb. An Italian national, he graduated from ESCP Business School
(formerly ESCP-EAP) and the University of Turin, where he also

earned a Phd in enterprise economics.

Davide has more than 20 years of experience in strategy consulting
at McKinsey & Company and in 3H Partners covering a wide range of industries, from Food and

Beverage to Healthcare to Energy to Technology and Financial Services.

He is the author of numerous articles, policy papers, book chapters, case studies and presents regularly
at international research conferences. His book How to think Strategically. Your roadmap to Innovation and

results (co-authored with J. Couturier) published by the Financial Times was nominated for the prestigious
Management book of the Year award by the CMI and British Library.

Davide speaks fluently four languages, namely French, English, German and Italian. He lives in
London with his wife Stella and his three children Lorenzo Alexander, Edoardo Maximillian and Allegra
Grace Sophia.

Federica Gabrieli
“rodii i Federica Gabrieli is Head of Content & Advisor at 3HORIZONS. Prior

to her current position, she worked as Research Associate at Harvard
Business School for six years, conducting research and developing case
studies on European companies. She thus got exposure to a variety of
industries, including MedTech, Food and Beverage, Banking, Video Game,
and Retail, as well as business management topics, from how to scale a
growing information technology venture to how to transition to a more
sustainable business model while meeting shortterm financial targets.

Before joining Harvard Business School, Federica had gained professional

experience working as an intern in a consulting company active in the sector
of EU State Aid and Structural Funds and as a Blue Book Trainee at the European Commission

Representation in Malta. Besides participating in several EU-funded projects, she has also been the
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curator of a field-research book published by an Italian NGO active in the domain of the green economy.
Federica holds a Bachelor’s Degree in International Studies and a Master’s Degree in Economics from
the University of Bologna. Federica was born and grew up in Italy. In addition to her native language,

she speaks English, French, Croatian, and some Spanish.

Alexia Marion

Born in France, growing up in Hong Kong and performing her
undergraduate studies in Montreal, Alexia Marion cherishes diversity and

wishes to foster her international experiences.

While pursuing her undergraduate Honours degree in Psychology and
Neuroscience at McGill University, her interest in human behaviour
blossomed into a broader passion for innovation and technology. Later, her

interest in startup development arose during her internship at Hello

Tomorrow, an international organization that identifies and supports
startups developing deep tech innovations cutting across significant
environmental and societal challenges. As such, Alexia wants to help entrepreneurs develop by sourcing

creative and suitable sources of investment and strategic advice.

Alexia is currently in her first year of ESCP Business School’s Master in Management Program in
London, specializing in entrepreneurship and next semester in consulting and strategy, with the goal to

become a Venture Capitalist in the Deep Tech industry.

Oliviero Vurro

Born and raised in Italy with a multicultural background, Oliviero Vurro
studied engineering for a year and then switched to economics and
management at Universitd Cattolica del Sacro Cuore in Milan. During his
bachelor's degree, he had the opportunity to live academic experiences at
Warwick University and University of California Los Angeles. For his master’s
Oliviero enrolled at ESCP where he had the opportunity to study and work in

five different countries in the last two years.

Oliviero is passionate about cultural exchange, history, sociology, technology,

and innovative startups.

His father passed on to him a passion for entrepreneurship and this pushed him to select two different

courses about entrepreneurship (“scale up” and “tech & digital”) during his Master’s.

Oliviero decided to take part to this project because he and his colleagues put into these essays all they
learned during the course, and he wants to help make all this knowledge about these unicorns as
accessible and structured as possible for future references.
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Case Studies

(™) BOLT
\’/ THREADS

@ caffeine
EXCOTEC

& harness

. . IMPULSE

JOKR

Q ManoMano

O MIRAKL

Bolt Threads is a Deep Tech unicorn inventing cutting-edge materials
for the fashion and beauty industries to put us on a path toward a
more sustainable future. Namely their scalable product is a patented
leather like-material, called Mylo, inspired by nature, and made from
mycelium.

Caffeine is a live streaming platform offering interactive content for
gaming, music, and entertainment; launched with the idea of moving
beyond traditional video game content. Caffeine opens to new areas
of entertainment such as sports, music events and rap battles.

Exotec is the first French industrial unicorn. It was founded in 2015
by Romain Moulin and Renaud Heitz that had the ambition to build
a picking order preparation system using a fleet of robots able to move
in a three-dimensional space.

Harness is a fast-growing company in the software delivery industry.
They created an intelligent software delivery platform that will allow
developers to provide software more quickly, with greater quality, and

with less effort formed out of BIG Labs.

Impulse Dynamics is a US and Germany based private company
dedicated to improving the lives of people suffering from heart failure
(HF) conditions through CCM (Cardiac Contractility Modulation)

and developed an innovative device to deliver such therapy.

JOKR is a grocery and delivery platform that provides hyper-local
product delivery services.

ManoMano is an online marketplace for DIY, home improvement,
and gardening products. It also provides tutorials and 24h live expert
advice to its community.

Mirakl is an enterprise marketplace solution helping brands and
retailers to launch and grow an enterprise marketplace at scale.

Biotech

USA,
2009

$417.1M

Live
Streaming

USA,
2016

$294M

Robotics

France,

2015

$449.6M

Software

USA,
2016

$425M

Health
Tech

Israel,

1996

$246.3M

Retail

USA,
2021

$430M

E-

commerce

France,

2013

$725M

Saas

France,

2012

$948M
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=ornikar

Outdoorsy

& popmenu

RapidSOS q b

SQUIRE

uniphore» n

@ Ynsect

Ornikar is an online driving school, based on the idea of making
driving licenses easily accessible, at an affordable price and based on
technology.

Outdoorsy is a P2P marketplace that connects RV owners and renters.
The goal of the company is to maximize the usage of 17million RVs
in the US, which usually sit unused for 350 days of the year.

Popmenu is a SaaS company that helps restaurants optimize their
menu to attract more guests through search, website redesign and
implementing automated marketing tools that keep restaurants
connected with guests and ensure their menu is top-ofmind at
mealtime.

In partnership with public safety, RapidSOS created the world’s first
emergency response data platform that securely links life-saving data
to 9-1-1 and first responders. It connects more than 350 million
devices directly to 5,000+ local public safety agencies, covering over
94% of the U.S. and protecting more than 300 million people.

Squire is a management platform for barbershops created in 2015 by
Songe Laron and Dave Salvant.

Uniphore is a B2ZB2C company, a true trailblazer of conversational
Al. This SaaS platform analyses customer service conversations
through a technology called natural language processing to gather
insights into customer’s issues, opinions, and emotions.

Ynsect provides products and services that operate in the agro-food
and environmental biotech industries. It uses the potential of insect
nutrients and behaviors to develop novel products and services in
collaboration with their clients.

E-learning

France,

2014

$174M

RV rental

USA,
2015

$195.1IM

SaaS

USA,
2016

$87.1M

Public
Safety

USA,
2012

$205.7M

Consumer

USA,
2015

$163M

SaaS

India-
USA,
2008

$600M

AgTech

France,

2011

$425M

12




ESCP

BUSINESS SCHOOL

Bolt Threads

Author: Alexia MARION

“One way we should be evaluating biomaterials is in their potential and actual progress to scale and becoming

competitive alternatives to all the unsustainable materials that exist in the market today.”
- Dan Widmaier founder & CEO.

With this mission, Bolt Threads evolved from 3 scientists studying spiders in a lab to a venture-backed
unicorn that secured over $400M of funding.

Company Overview

Dan Widmaier, founder, and CEO of Bolt Threads was a chemical
biology PhD student at UC San Francisco experimenting on spider silk
when he met David Breslauer, who was studying the same subject for his
Bioengineering PhD at UC Berkeley. Sharing the same passion, they
founded Bolt Threads in 2009, with the ambition to “develop better
materials for a better world” by tackling the fashion apparel industry.

Spider silk presents unmatched properties: it’s thinner than human
hair, stronger than steel, more flexible than nylon and biodegradable.
Many before having attempted to raise an army of spiders and harvest

their silk, but they don't make produce a lot of it. In addition, spiders are

cannibal and territorial, so farming attempts could end in mutual

elimination way before harvest enough silk can be harvested.

In 2012, after 5 years of studying 1000 different breeds of spiders to understand their silk proteins
properties and $1M in grants to fund their project, they sequenced the first full-length spider silk gene
and used yeast to transform it into a working spider-silk thread.

To commercialize their technology, they sought VCs to fund their startup. After 3 successful
investment rounds mounting to $90M between 2013 and 2016 and assembling a dedicated and strong
leadership team to redefine their product and study consumer apparel to reproduce spider silk in a way
that is industrially scalable.

13
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Deal Date Amount Lead Investors Number of Pre-money Post-money
Type Raised investors valuation valuation
Series E 01/09/21 | $253M N.A N.A $897™M $1.15bn
Series D | 23/01/18 | $123M Baillie Gifford 7 $57T™M 700M
Series C 12/05/16 | $50M Nan Fung, Innovation 8 N.A N.A
Endeavors, Formation 8
Series B 20/06/15 | $32.3M Founders Fund, 7 N.A N.A
Foundation Capital
Series A 23/01/13 | $7.TM N.A 4 N.A N.A
Angel N.A $5M N.A N.A N.A N.A
Grant 01/03/12 | $1M America’s Seed Fund N.A N.A N.A

In 2017, they finally launched their scalable proprietary solution, Microsilk fibre. The process consists

in feeding the spider-silk derived genes into yeast and fermenting it with sugar and water, generating a

silk protein that is then spun into a fiber ready to be knitted.

Through their sustainable material, Bolt Threads is addressing the fashion apparel market, currently
estimated to be worth $1.5 trillion worldwide and the spider silk market is valued at $1.26 billion and

is expected to reach $6.05 billion by 2030.

2,500,000

2,000,000

1,500,000

1,000,000

in million USD (US$)

500,000

Source: Statista

1,496,864

Apparel - Revenue by Segment
Worldwide (million USD (US$))

1,524,332

1,

1,582,453 1,547,156

1,448,413 . . . .1395691 .

@ Children's Apparel @ Men's Apparel

1, 555 451
710,939

=1
=]
R

2024

Women's Apparel

1, 954 698

QP ista”
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To test product-market fit and avoid a common pitfall in the scaling process, in 2017, Bolt threads
sold limited-edition silk ties ($314) and hats ($198) that were all sold out within minutes of the
commercialization. These Minimum Viable Products (MVPs) represent key elements in lean startup
methodology as a proof of concept: by making the technology readily available it can better be
understood by the market. MVPs are also key to de-risking the technology and therefore increasing the

chances of raising funds.

With their MVPs, Bolt Threads attracted a lot of attention, so much so that later this year they were
approached by Stella McCartney. She designed a Microsilk yellow dress for a MoMA exhibition. This
collaboration represented an unprecedented opportunity to tap into the luxury market while exposing
their technology to a greater audience. Later in 2019, Stella McCartney partnered with Adidas to create

a “Biofabric Tennis Dress”, taking it to a next level as a performant product.

Is the Company Ready to Extrapolate?

Although Microsilk was receiving a lot of attention, feedback from brands was that their main priority
was sustainable alternatives to leather rather than textile. “At the end of the day, the consumers are the
ones driving the bus, if you can identify where they're going, we're all going there,” Dan said. Bolt
Thread understood that it had to adapt to consumers’ needs to become a scalable business, so it raised
$50M in Series D to expand beyond spider silk and develop a leather-like material in 2018. Ultimately,

through experimentation, they stumbled upon mycelium, mushrooms with leather-like properties.

Later this year, they developed their proprietary leather-like material, Mylo. This technology proved to
be more efficient and scalable than Microsilk. It was the closest biomaterial that could genuinely

replicate the luxurious feel and even the smell of leather.

Mylo is created through a simple and repeatable process. The mycelium mushrooms are grown in the
dark in giant bags of sawdust (waste from the wood industry used as feed) and grown to their full size in
around a week. They are then transformed into sheets using green chemistry principles. A large number
of mushroom farms already exist, and using already available infrastructure can be a major obstacle for
deep tech ventures, but transitioning from Microsilk to Mylo facilitates Bolt Thread’s path to scale, thus

driving its costs down and leveraging well-established and automated processes.

The mycelium is grown in a controlled environment that allows the company to alter its properties
and select the best strains for greater performance and differentiation. Another layer of differentiation
comes from its sustainability, which represents an augmented benefit for brands who are urged by
consumers and governments to replace their leather with sustainable alternatives. Indeed, Mylo involves
low-energy manufacturing simply using air, water and sawdust in facilities that are 100% powered by

renewable energy.
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Mpylo is far more sustainable than vegan leather, commonly called “pleather”, which is petroleum-derived

and feels more like real leather in terms of texture and quality than its cheap counterpart.

Real leather involves a 2-3-year process from end to end. Beyond animal cruelty and the greenhouse
gases emissions due to the employment of livestock, processing animal hides involves lots of pollutants.
Mylo proposes a cruelty-free and sustainable alternative, with a 4-8-week end-to-end process, which

could make it cheaper and more accessible to leather if scaled properly.

To scale globally, Bolt Threads wants to produce a material that people desire beyond its sustainable
benefits. The company has produced more than 5000 iterations of the material to create a truly desirable
product, surpassing other fabrics, not just in its category of vegan leather. In their path to extrapolation,

it is crucial to run several tests, selecting the best samples to achieve higher quality and reduce costs.

With its highly demanded | — 19.2%

REGISTER a CAGR of

and differentiated product,
Bolt Threads decided to focus
90% of its effort on scaling

30.0%

° % S
— £ of global market R
o revenue was y .
e s accounted for by A
Asia Pacific in G
2021 19.4%

MYlO. Thanks to a pl’OdUCt The market was valued at

%§D 1.26 Billion in == The market is FAIRLY CONSOLIDATED with
2021

One of the KEY DRIVERS for
market growth is rising demand

few players accounting for majority revenue o Bhtabrice

that could replace both real few
leather with a market of $271 : 3 Va
bn and current vegan leather
with a market of $41.54 bn,

10,000+ reports
expected to reach between covering niche topics

$60.66 and $85 bn by 2025, : N EME[;‘GEN
Mylo taps into an

exceptionally large serviceable addressable market, compared to the predicted $6bn spider-silk market
in 2030.

Reusing their strategy to make
U.S. Synthetic Leather Market EBEvEeE . ) )
size, by product, 2018 - 2028 (USD Billion) o ewell  their MVDP available early on, in
2018, Bolt Threads launched a

Kickstarter featuring a bag made

7.8% with Mylo. In the meanwhile, the

Sl il collaboration with Stella McCartney
continued and this prolonged brand
I endorsement helped Bolt Threads

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 build credibility and enhanced the

@ PU Synthetic Leather PVC Synthetic Leather Biobased Leather | www.grandviewresearch.com perceived Value of its product, thUS

appealing to investors and brands for future B2B partnerships. “Corporates are acceleration platforms

for ventures’ go-to-market” - Hello Tomorrow. This is especially relevant to deep tech startups that tap

into a new market rather than an existing one and therefore need to be warier of avoiding product-
market fit pitfalls. Launching prototypes and working with fashion brands allowed Bolt Threads to

understand and define its target market needs and better address them.
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2009 2017 2019

Bolt Threads founded Launched Microsilk™ fiber Stella McCartney x adidas
Micrositk” collaboration

First commercial product -
Microsilk  tie

Stella McCartney x MoMA
collaboration

2021

Stella McCartney, adidas, and
Idudemon Mylo™ products revealed

2018

2012

Sprder silk fibers introduced Launched Mylo™ material Anmnounced Mylo™ consortium
Launched Mylo™ Driver Bag
Launched b-silk~ protein

What Are They Doing to Extrapolate?

In 2020, Bolt Thread announced its consortium of 4 renowned brands, made
of 2 luxury brands; Stella McCartney and Kering and 2 sports brands; Adidas

and Lululemon.

As the company achieves targeted customer activation, these solid partnerships
represent undeniable assets: they help the company build recognition, trust, and
desire, which are key elements to scale. Indeed, this mentorship opportunity
from industry leaders helps subsidize the tremendous costs associated with

developing such a disruptive technology to help Mylo reach commercial scale.

The fact that they partnered with both luxury and sports brands emphasizes
Mylo’s versatility, as a material on the path to becoming performant and of high
quality, suitable for high-end while being accessible and increasing the similarity

of their customer’s job to be done.

.

KERING

@ lululemon

By 2020, 100% of Mylo materials were being used exclusively by their partners for testing and

prototyping. Doing this at larger scales than before allows for more accurate end-products that become

greater indicators of the product’s readiness to scale. Later in 2021, Bolt Threads raised $253M in series

E with a valuation of $1.15bn, officially making the company a unicorn.
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Thanks to this last funding round, Mylo’s technology has tremendously accelerated, and the material
is now available for purchase through Lululemon’s yoga mats. In addition, Stella McCartney products
will also be available this year with their RTW Spring 2022 collection. Finally, Adidas will soon
commercialize a Mylo-made version of their emblematic Stan Smith sneakers and plans to integrate the
fabric in other Adidas products and franchises. These first products on the market represent small steps
in the grand scheme of scaling Mylo, but this demonstrates greater readiness to extrapolate, and product-
to-market fit. As customers are willing to buy their products, Bolt Thread has established a proven

monetization approach.

These long-term partnerships mean that currently, Bolt Thread can benefit from a predictable revenue,
even more so as the CFO, Randy has confided that they are exclusively signing on long-term partnerships

with their clients and supply chain partners.

Bolt Threads scoured the world to find the expertise needed to bring Mylo to the market. By installing
capacities to produce 1 million square feet per year of Mylo, they redeveloped the production process to
make it globally scalable to the tens of millions of square feet per year using quasi-fully automated

processes.

Bolt Threads has partnered with MME, a biobased materials producer based in the Netherlands. The
latter represents a strategic location on their path to scale, as MME is the global leader in mushroom

farming, bringing over 30 years of expertise in the sector with a strong commitment to sustainability.

This is especially relevant in Bolt Thread’s pursuit to extrapolate as they use their proprietary “Dutch
Self System” to optimize capacity and conditions in which mycelium is grown, to produce at the highest
quality with highest yields in record-breaking time. This patent-pending system allows the production of
mushroom trays 500 times larger than any other technology, growing millions of square feet of mycelium

at competitive cost and quality.

A key strategic element is the focus on optimizing facilities rather than increasing their size. Indeed,

as explained in BCG’s and Hello Tomorrow’s “Nature Co-design: A Revolution in the Making” report

on deep tech, when it comes to biomaterials organic feedback loops may be tricky to master, and they
may not scale by increasing quantity like other technologies. Here, the Opex is more valuable than the
size of traditional Capex infrastructure and leveraging this becomes a key strategy: this model requires a
decrease in Capex and an increase in Opex (sawdust, energy, etc.), which is far cheaper than expanding

physical infrastructures.

To further scale their entire supply chain, Bolt Thread stipulated an exclusive partnership with Heller
Leather in Germany. This partner is a gold standard tannery, with 95 years of experience in the industry
as well as a blue angel certified environmentally responsible facility focused on improving the tanning
process from an environmental standpoint. In order to extrapolate properly, Bolt Thread focuses on
building long-term partnerships and chooses people who are mission-aligned. This partnership helps

automate Mylo’s supply chain while drastically improving its quality.
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A constraint to expanding the product is to achieve price competitiveness. with a material selling at

$30 per square foot, Mylo cannot compete with actual leather or pleather on price but remains more

affordable than its direct competitors. The CFO, Randy, stated that with their new facilities and

partnerships they are on track to decrease their selling price to $5 per square foot per year.

What Can Be Learned from This Unicorn?

When considering Bolt Thread’s ability to scale, it’s
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Although Bolt Threads fills the typical “ready to scale”
checklist without a blink, its journey has been no bed of
roses and the real essence of whether it is scalable relies
upon the complexity of its technology. Biomaterials in
general take a long time to go from lab to global scale,
and extrapolation is not everything as it takes the right
timing, with the right product. Currently, Mylo is fit to
work with specific products, but there are still
improvements to be made for the firm to take over the
leather and pleather industry. The company is focusing
on one product to become price competitive and will
have to wait a while to become profitable. Nonetheless,
as we have seen, Bolt Threads is on the right track to

scale Mylo and is more ready than ever.
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important to put things in perspective and acknowledge
the complexity of this deep tech startup. Bolt Thread is
creating a technology that is disruptive and has never been
commercialized before, that requires decades of R&D and

has the potential to create an entirely new market within
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Caffeine -
Author: Alessandro COPPA @ COffe|ne

Company Overview

Caffeine is a live streaming platform offering interactive content for gaming, music, and
entertainment. It was launched in 2016 by Ben Keighran, an Australian technology entrepreneur, with
the idea of moving beyond traditional videogame content, largely associated to platforms like Twitch.
Instead, Caffeine opens to new areas of entertainment such as sports, music events and rap battles. On
the platform, anyone - athlete, singer, amateur - can stream to the fans who can interact with the
speaker and among themselves. Before Caffeine, Keighran had founded two startups: Bluepulse, a
mobile social-messaging app, and Chomp, a search and discovery platform. Chomp was later acquired

by Apple, where Keighran served for five years overseeing software design on Apple TV.

Keighran’s vision on the future of live streaming gained interest from investors. After an initial Series
A investment from SV Angel, in 2017 Caffeine received a $35 million Series B investment from venture
capital firms MaC Venture Capital and Thirty-Five Venture. In 2018, it got a $46 million Series C round

from Greylock and Andreessen Horowitz.

A crucial point for Caffeine history came in September 2018, when mass media corporation 21°*
Century Fox (today’s Fox Corporation after Disney acquisition in 2019) invested $100 million in the
startup. The deal brought to the creation of a joint venture, Caffeine Studios, which has produced live
sport, gaming and entertainment shows streamed on Caffeine. As part of the agreement, 21°° Century
Fox CEO Lachlan Murdoch became a board member of Caffeine.

In 2020, Caffeine finalized a $113 million Series D investment from newly formed Fox Corporation,
media company Cox Enterprises and the Saudi Arabian investment firm Sanabil Investments. The
round brought Caffeine value to a post-money valuation of $600 million. According to Caffeine

declarations, the funding has been used to accelerate growth and acquire new talents for the platform.

Is the Company Ready to Extrapolate?

Caffeine targets a young audience of viewers who have experienced videogame streaming with
platforms like Twitch but have been missing a live TV where they can find all the shows they like
(Stephen, 2019). The number of these potential users is huge. The global live streaming industry has
reached an estimated $70.5 billion in 2021 (PR Newswire, 2016). It is expected to be worth $184.3
billion by 2027 (Grand View Research, 2021). Among consumers, millennials represent the largest

share, with 63% of them watching live streaming content (Santora, 2022).

Caffeine potential customers have a similar use case: watching a live entertainment show and
interacting with the creator and other viewers. The show categories (gaming, sport and music) are closely

interrelated as components of a single experience for the user. For example, Offset - one of Caffeine
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leading creators - broadcasts shows where he plays videogames, does rap performance and sport activities.
By offering this experience, Caffeine is managing to reach young people with 62% of its users being
below 34 years of age (Statista, 2022).

An advantage of Caffeine solution is its repeatability. To monetize, the company has its own currency,
the Caffeine Gold. Users can buy and exchange it for virtual goods named Props. Then, they can send
Props to broadcasters to show their support or to influence the outcome of the show. Props make
broadcasters earn credits which, after a certain threshold, can be converted for real money. As source of
monetization, the Caffeine Gold stays the same in every event and there are no additional costs to

generate an extra gold.

There are two differentiation points from competitors. First, Caffeine does not offer premium
subscriptions or paid ads like Twitch and other platforms. Instead, shows are free from ads and can be
watched even without creating an account. Users can decide to buy the Gold or not to support the

channel and interact with it. Therefore, the Gold is the only source of monetization.

Second, Caffeine offers exclusive sport content whose rights are owned by Fox, its major investor. This
attracts more viewers who cannot find this content on other platforms. It also draws more creators since

they can stream a more various content of entertainment.

However, Caffeine technology can be easily copied as more expertise on live streaming has been built
through the years and the development costs are not particularly high (approximately $90,000). More
challenging is to offer the same exclusive content of Caffeine. To do that, competitors would have to
reach agreements with companies like Fox. These agreements need financial resources and negotiation
time to be finalized. However, Twitch has responded to this challenge, allowing its subscribers to stream
and comment any movie or TV show available on Amazon Prime Video. Even if Twitch main target is

still gaming, this could be interpreted as a first sign that Caffeine advantage is eroding.

This first analysis shows that Caffeine can be scaled at the current stage, but it needs to make some

adjustments to make its solution more defendable.

What Are They Doing to Extrapolate?

Caffeine managed to automate its service and make it uniform for users. To stream, a broadcaster
simply has to create a Caffeine account and, in few steps, can start a show. For a viewer, the process is

even more straightforward as shows can be watched without a subscription.

Employment of human resources is limited to internal moderators. With a system of automated
filtering, these agents check that the content being streamed is not offensive and conforms to the

company’s policy. In this way, Caffeine ensures a safe and healthy engagement for its community.

To attract a large number of users, Caffeine started exclusive partnerships with famous rappers like
Drake and organizations like URL (Ultimate Rap League). URL broadcasted its events on the platform,

bringing more than 230,000 followers (Shaw, 2020). As users joined, more content and interactions
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were on the platform. First, this resulted in a positive network effect for Caffeine, which saw its value
increasing. Second, there was a density effect. The viewers, sharing the same passion for the broadcaster,
have now more chances to connect to one another and to buy virtual items during a single event. If the
event can attract a large number of people, the unit cost to acquire these new customers decreases,

resulting in economies of scale for the service.

According to Keighran, acquiring new entertainers is a priority for Caffeine. However, the expenses
incurred to pay these celebrities can be very high. The latter, indeed, have a higher compensation than
amateurs and often earn a large share of earnings from a live show. As the platform expands, it will need
more partnerships to keep the community engaged. The risk is that partnership costs will raise operating
expenses at the same rate or even faster than revenues, thus compromising economies of scale and

growth.

To monetize the platform, the team adopted the Caffeine Gold as the only source of revenue. For
users, the price of the gold is lower ($0.09 for one Gold) compared to the possibility to interact with
their favorite creator or to influence the outcome of a show. Moreover, the user does not have to put

the same number of resources as with a premium subscription to benefit from the experience.

Revenues can be predicted by looking at the events being streamed. Past events suggest that users are
particularly interested in battle rapping. Therefore, in these events users are likely to spend more on
Gold and virtual items compared to other type of shows. With this information, Caffeine board can
decide how many times to host a show (URL streams four times a week) in order to maximize revenues

from it.

Caffeine keeps its number of channels to sell to three: the website, a mobile app and a desktop
application for PC. Each of these complementary tools allow users to buy Gold, watch and broadcast
shows and interact with other viewers. There are no differences in services across different countries. In
this way, the company can hold a straightforward approach while reaching users and collecting revenues.
Thanks to the channels’ similarity and complementarity, Caffeine can send a consistent marketing

message to the audience. As a result, most of the company’s audience traffic is direct (68.99%).

Caffeine is benefiting from large investments by Fox Corporation. In Keighran’s view, Fox wants to
stay relevant with a younger generation of customers (Stephen, 2019). Specifically, it wants to avoid
losing contracts with major sport events and giving them to players like Amazon or Facebook. In this
sense, Caffeine is a distribution platform for them to reach these young customers and keep their power
in the market. As long as Caffeine performs well and brings younger people to Fox, the latter will likely

keep its investment and give more funding to make the platform grow.

What Are the Results So Far?

The following analysis covers a period from 2016 (Caffeine foundation year) to 2020 (last investment

year). In this time, Caffeine customer base reached 2 million individuals (Shaw, 2020). An average
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customer spends around $312 each year (Shaw, 2020). By multiplying this price per the total number of

acquired customers, we have a total revenue of $624 million.

In the analyzed period, $294 million were invested in the company. We assume that most of these
funds (80%) have been used to acquire new customers, so $235.2 million. Dividing these costs by the 2

million acquired customers, we get a Customer Acquisition Cost per client (CAC) of approximately

$118.

Next, we calculate the Customer Lifetime Value (CLV) of a client. We firstly estimate the yearly cost
to serve a customer, which is $168. Then, we take the $312 customer revenue per year and Caffeine’s
bounce rate of 51.74%. With these data, we have a CLV of $144. Dividing the CLV by the CAC, we

have a ratio of 2.4.

The facts presented demonstrate that Caffeine has grown its customer base and revenues. However,
the company may face high costs to acquire new users and maintain a high quality of content shows,
particularly when it comes to pay the celebrities. For these reasons, the CAC stays high, and the
CLV/CAC is low. If these costs are not reduced, Caffeine may struggle to extrapolate its business,
particularly in the phase of profit-market fit.

What Can Be Learned from This Unicorn?

First, Keighran identified a large customer segment whose needs were unserved by existing players. He
recognized their desire to connect among each other and to watch a more various entertainment content
just on one platform. Then, he built Caffeine in a way to meet these customer needs and to a reach a
large number of customers. For this to happen, establishing partnerships with entertainers popular
among the young was fundamental. It was also important to automate the solution to simplify the

process of customer acquisition and offer an improved experience for the customer.

Finally, Caffeine stayed independent from major companies unlike Twitch with Amazon. Thanks to
that, Keighran and its team could maintain their target to young audience looking for more
entertainment shows. Twitch, instead, is keeping its focus on the gaming sector which remains very
competitive and possibly saturated. As a result, Caffeine managed to reach 2 million users in four years
while for Twitch it took eight years (Igbal, 2022). It also became attractive for broadcast companies like
Fox, which offered an advantage both in financial resources and exclusive content, reinforcing its path

to growth.
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EXOTEC

Author: Matteo ARMSTRONG

"Exotec builds scalable solutions that are an accelerant for change and supports business growth despite market

disruptions."

- Christian Resch, Managing Director in the Growth Equity business within Goldman Sachs

Asset Management

Company Overview

The story of Exotec began in 2014 while Romain Moulin and Renaud Heitz, the future co-founders,
were commuting by bus to go to the General Electric Healthcare Robotics division where they were
employed as engineers. Both were passionate about robotics and observed the growing needs for
warehouse robotization to prepare retail orders. As Amazon kept the Kiva technology exclusively for
themselves, they had the ambition to launch a better solution: a picking order preparation system using
a fleet of robots able to move in a three- dimensional space. In 2015, Exotec was born with the mission

to design revolutionary robotic systems for the supply chain.

The product at the core value proposition of Exotec is the Skypod System. It connects in a
revolutionary way mathematics, robots and humans. Skypod functions as a fleet of robots which are
programmed to prioritize the most urgent task and prepare orders faster. It is the retail order picking
solution with the best performance on the market while remaining flexible and adaptable to the
customer’s needs. In 2017, Exotec signed its first contract with Cdiscount. Since then, 25 clients
spanning e-commerce, grocery, retail and manufacturing leverage the Skypod System to improve their

operational efficiency and profitability and easily adapt to shifting demands and exponential growth.
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Order Mover

Bin Interface

Romain Moulin

Mines Paristech. They are two former robotics architects and
technical engineers at General Electric. They headquartered
Exotec in Croix, north of France. Since its creation, they
embarked on this adventure 317 employees with a corporate

culture based on excellence. Their motto is: “almost pass is

failed”.

and Renaud Heitz,
respectively CEO and CTO and graduated from Supaero and Les

cofounders, are

Since 2015, Exotec has raised a total of 449.6 million USD through five funding rounds and is now
valued at 2 billion USD. They convinced a total of 7 investors among which 360 Capital Partners. I seize
this opportunity to warmly thank Alexandre Mordacq, General Partner at 360 Capital Partners and

Exotec Board Member for his contribution to this case study.

Deal Type Date Amount Raised Investors

Goldman Sachs Asset Management, Iris Capital, Dell

Series D 17/01/22 $335M Technologies Capital, Breega Capital, BPI France, 83 North,
360 Capital Partners

Series C 29/09/20 $90M 83 North, Iris Capital, Dell Technologies Capital and Breega
Capital

Series B 12/06/18 $17.7M Iris Capital,360 Capital Partners and Breega Capital

Series A 01/12/16 $3.3M 360 Capital Partners and Breega Capital

Seed 15/08/15 $1.6M 360 Capital Partners
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Is the Company Ready to Extrapolate?

We are in 2018 and assess Exotec’s scalability. In this section we will demonstrate how Exotec’s Skypod
System meets the two necessary conditions to scale. It fulfills the heterogeneous customer needs of a
growing worldwide addressable market with a perfect productfit and a unique selling proposition.

Exotec product driven approach ensures repeatability and distinctiveness.

Necessary Factors

1. Serviceable Addressable Market Size

Number of Potential Customers

scoe | Exotec targets all leading companies and SMEs with existing warehouses and new
5 warehouses to be equipped. In 2021, the total worldwide addressable market of warehouse
~ robotics was estimated at 230 billion EUR by Autostore, a leading competitor, at the
occasion of its IPO. Alexandre Mordacq bases his analysis on the conservative assumption
of 100 billion EUR for the year of 2025. Exotec has clients such as Carrefour, Cdiscount.

Uniglo, GAP but also smaller companies such as the French SME Patatam.

Similarity of Customers' Jobs to be Done (problems/needs)

score | Exotec has a very agile system that allows them to address heterogeneous needs with the

4 same product: i) the high growth rate and strong seasonality in e-commerce, ii) the
expanding number of items combined with the acceleration of collection renewals in the
retail, iii) small but frequent orders in a multi-location organization in the industry, iv) the
curbside pick-up in the grocery sector. They have an approach product-driven which
allows them to have a certain similarity of Customers' Jobs to be Done.

2. Solution Repeatability and Distinctiveness

Repeatability

=core | While its competitors have a tailored project driven approach, Exotec has a product driven

4 approach that ensures a strong repeatability. The Skypod System is revolutionary because
it is a combination of hardware devices made flexible with minimal software adaptation.
This allows extreme adaptability to clients’ specifications and enables subsequent phasing
as customer needs evolve. The Skypod ASTAR Software is delivered to companies with
minimal adaptation and the effort required to meet customer specifications is low.

Differentiation

see | Comparing Exotec to its competitors leads to the conclusion that Exotec offers the best of

5 both worlds: the speed of historical competitors and the agility of the new players. The
patented Skypod System is perceived as highly differentiating. Daifuku, Schafer and
Vanderlande have a strong competitive advantage in mechanics but do not master
software. Autostore, the second type of competitor, offers a cubical form system to stock in
a very agile and dense manner but its performance is much lower. As Richard Tremblay,
logistics manager of Decathlon Canada said: “Exotec solution is a unique combination of
speed, performance, and flexibility that allows us to provide leading service to our
customers.”

Defendability & Switching costs

scoe | Warehouse robotics are indisputably investments with high switching costs once the

[ s system is installed. With its very complex technologies, the warehouse robotics sector has

— very high barriers to entry. Exotec has several patents, among which a patent for its
climbing technology that is unique in the industry.
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Logistics has clearly become a major challenge and a powerful competitive differentiator. Exotec targets
all leading companies and SMEs with existing warehouses and new warehouses to be equipped. In 2021,
the total worldwide addressable market of warehouse robotics was estimated at 230 billion EUR by
Autostore, a leading competitor, at the occasion of its IPO. Alexandre Mordacq bases his analysis on

the conservative assumption of 100 billion EUR for the year of 2025.

The Skypod System has demonstrated its unique selling proposition as it can address heterogeneous
needs: i) the high growth rate and strong seasonality in e-<commerce, ii) the expanding number of items
combined with the acceleration of collection renewals in the retail, iii) small but frequent orders in a
multi-location organization in the industry, iv) the curbside pick-up in the grocery sector. Exotec reached
the forecasted turnover of 105 million euros in 2021 compared to 47million euros in 2020 and 20
million euros in 2019. To achieve the 2025 level of ambition of 1 billion revenues, which represents a
1 % market share based on the conservative assumption mentioned before, Exotec must multiply by

about 11 times the number of clients.

While its competitors have a tailored project driven approach, Exotec has a

AutoStore Robots

product driven approach that ensures a strong repeatability. The Skypod System is
revolutionary because it is a combination of hardware devices made flexible with
minimal software adaptation. This allows extreme adaptability to clients’
specifications and enables subsequent phasing as customer needs evolve. The
Skypod ASTAR Software is delivered to companies with minimal adaptation and

the effort required to meet customer specifications is low.

Vanderlande Robots

Warehouse robotics are indisputably investments with
e high switching costs once the system is installed. The
% Daruku =L 1R

. 4_—!- @l patented Skypod System is perceived as highly
gk differentiating. Daifuku, Schiifer and Vanderlande

have a strong competitive advantage in mechanics but
do not master software. Autostore, the second type of competitor, offers a
cubical form system to stock in a very agile and dense manner but its
performance is much lower. Comparing Exotec to its competitors leads to
the conclusion that Exotec offers the best of both worlds: the speed of
historical competitors and the agility of the new players. As Richard

Tremblay, logistics manager of Decathlon Canada said: “Exotec solution is

a unique combination of speed, performance, and flexibility that allows us

to provide leading service to our customers.”
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What Are They Doing to Extrapolate?

Through a deep analysis of the necessary factors we can affirm that Skypod Solution is highly scalable

and Exotec was ready to extrapolate by the end of 2018. Exotec extrapolation period started in 2019

when two catalyst events for exponential growth happened. In 2019, Exotec won the “Best Product”

award in Stuttgart and signed a partnership with AHS, a full-service provider of integrated robotic

solutions, to sell the Skypod System in the United States and Canada. Exotec extrapolates by focusing

on its strengths. In 2019, Exotec relied on the inelastic demand for its products with a perception that

value delivered outweighed price and cost of ownership. Exotec’s solution offered a strong competitive

advantage. To ensure a successful period of extrapolation Exotec faced several constraints that we

identified through a deep analysis of the sufficient factors. Exotec owes its success to the way the

leadership team used scaling tactics to overcome those constraints.

Sufficient Factors

3. Proven Monetisation Approach

Perception that value delivered outweighs price and cost of ownership

Score

Exotec offers products that offer a clear competitive advantage to their clients, they

5

therefore have the perception that value delivered by Exotec's robots outweighs price and

cost of ownership.

Price elasticity of demand

Score

The demand for Exotec products is inelastic. Clients leverage the Skypod System to

5

improve their operational efficiency, profitability and easily adapt to shifting demands and

exponential growth. Clients are not sensitive to the price Exotec sets. This is why Exotec
managed to to margins slightly above 50%.

Revenue predictability

Warehouse robotics investments are scheduled in advance. The management has thus a
strong visibility on the target turnover. 70% of the coming year revenues are already
guaranteed. Moreover to secure recurring revenues, Exotec added to its price list a 5%
annual maintenance fee of the total cost. Moreover, the predominance of software in
Exotec's offer enabled it to rent additional robots during the peak seasons.

4.Effective Route to Market (distribution, marketing and sales process)

Channels/target

Score

4

Exotec found the right marketing and sales approach. To reach out to new customers,
Exotec built its awareness among prescribers such as consulting companies and logistics
players. To reach out to new customers, Exotec built its awareness among prescribers such
as consulting companies and logistics players. Since 2019, to multiply their salesforce,
Exotec implemented a specific go-to-market scaling tactic by expanding internationally
through partnerships with local system integrators such as Fives Intralogistics KK. in Japan
and Advanced Handling System in the United States.

Customer Churn and virality

Score

5

The customer churn is equal to 0. In 2021, 60% of Exotec's revenue came from returning
customers that ask Exotec to equip new warehouses or upgrade existing ones.

Targeted Customer Activation

Score

5

The marketing and sales process focus solely on target customer personas, Exotec exactly
knows who they should target and they actively discourage any other marketing and sales
activity.
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5.Network & Density effects
Network Effects

scre | There are certain benefits from network effects; Feedbacks from clients enable to update

4 the roadmap and to improve the software. Collaboration with clients enriches the Skypod
System algorithms. Additional customers increase the value of the solution for other
customers and relatively achieve economies of scale.

Economies of Density

Score There are some important shipping costs with the robots delivery and staff for maintenance
4 that can be lowered. There is an interest for Exotec to seek for a certain density.

6.Throughput effectiveness & Unit Economics

Automated Processes

score | Exotec's products are fully engineered. Automatization is at the heart of Exotec's value
5 proposition.

Human Activities

Seore Exotec's offer is a product-driven approach. However it is true that maintenance and
4 software updates are relevant.

Leveraged Resources

Score Exotec requires a very high amount of investment while scaling. Romain Moulin said during
2 an interview with Bpi France: “hardware is very cash burn, as an example the first
prototypes at the beginning cost 3 million EUR."

Operating Leverage

Score Six years later, the business is not able yet to achieve increasing leverage by having Opex
2 expenditures growing at a lower rate than revenues.

7.Funding

Positive Float (Operating positive Cashflows)

score | The cash flows from operation is not sufficient to cover the investments associated with
2 scaling. Exotec today does not have a positive float.

Available External Funding

sce | To face those financial constraints Exotec takes advantage of external funding. Since 2015,

5 Exotec has raised a total of 449.6 million USD through five funding rounds and is now
valued at 2 billion USD. It easily raised 335 million USD in series D on January 17th 2022
welcoming Goldman Sachs and Bpi France as new investors.

A first constraint is to achieve revenue predictability and proven monetization. Warehouse robotics
investments are scheduled in advance. The management has thus a strong visibility on the target
turnover. 70% of the coming year revenues are already guaranteed. The Skypod System price is a
combination of hardware and software sold by the unit that amounts to an average total investment of
3,5 million EUR (in 2019). To secure recurring revenues, Exotec added to its price list a 5% annual

maintenance fee of the total cost. Moreover, the predominance of software in Exotec’s offer enabled it
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to rent additional robots during the peak seasons. Competitors such as Daifuku cannot use this
recurring revenue tactic since their robots have a hardware predominance. In other words, if they rent

robots, they will not be able to take them back for other clients.

Another constraint for the company is their go-to-market strategy. To reach out to new customers,
Exotec built its awareness among prescribers such as consulting companies and logistics players. Since
2019, to multiply their salesforce, Exotec implemented a specific go-to-market scaling tactic by expanding
internationally through partnerships with local system integrators such as Fives Intralogistics K.K. in
Japan and Advanced Handling System in the United States. This scaling tactic has been very successful.
Hence, for example Uniglo (2019), Gap (2021) and Ariat (2021) chose Exotec to optimize their
warehouse picking process. As a result, 75% of Exotec’s revenue is generated today outside of France,
in 10 countries. Furthermore, Exotec continues to deploy the Skypod System f