TECH COMPANIES: PERSPECTIVES FROM PRIVATE MARKETS
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EXPECTATIONS FROM THIS PRESENTATION

I STRUCTURE
-« Interview with Aneesh Reddy ( Founder, ex-CEO, MD of Capillary Technologies)

» Short presentation by me on some of my key learnings from investing in India and global consumer tech I

— V¢ I’
These are ideas in Also consider the Confidentiality Presentation + Q&A in the

evolution opposite view end



CHAT WITH ANEESH REDDY, CAPILLARY TECHNOLOGIES

Capillary Technologies' Growth Story, Values SaaS & more... 0o »

Capillary Technologies: Global Growth Story, Value Saa aéncri'}clftﬁorés. ok
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Consumer Tech Lead MD & Chairman
International Finance Corporation Capillary Technologies
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Watch on (2 Youlube



https://www.youtube.com/embed/XkrYxvcR9oI?feature=oembed&fs=0
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Simplicity

There is simplicity on either side of complexity. Great Founders identify time-tested, simple, scalable patterns and navigate

their teams and the company through the maze of complexity into a ‘vision' that is simple to communicate and execute.

ComPLeEXITY
“MOST GENIUSES-ESPECIALLY

THOSE WHO LEAD
OTHERS-PROSPER
NOT BY DECONSTRUCTING
INTRICATE COMPLEXITIES
BUT BY EXPLOITING
UNRECOGNIZED
SIMPLICITIES.”

- ANDY BENOIT

SIMPLISTIC




A series of videos that give a glimpse of evolution of product market fit, strategy and how a

Founder’s vision becomes clearer over time.
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The World's Largest
Automated Eyewear
Marnufacturing Facillty



https://www.youtube.com/watch?v=kPgSVmFoSPA&t=60s
https://www.youtube.com/watch?v=aHhqiwFoJQw&t=100s
https://www.youtube.com/watch?v=29ii9DEytbs&t=36s
https://www.youtube.com/watch?v=sdSBELkEhwc
https://www.youtube.com/watch?v=qRuf3OQ4B4U
https://www.youtube.com/watch?v=YEJggFNRH0c

My Takeaways
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THEY SCALE,; THEY THINK IN BETS, PROBABILITIES
ACROSS DIFFERENT STAGES OF THE COMPANY



Few observations on
Founders & Scaling

Learnings machines; surround themselves
with mentors

Risk averse. First to act. 'Only the paranoid
survive',

Fire in the belly; in it for the long haul

They are very articulate in communicating
vision and thus attract talent (human
capital)
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Amidst new and untested metrics, it is challenging to know what to prioritize

and how to value private companies in their hyper growth phase
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One metric that I° ve used as my north star over the years ...

‘Capital Efficiency’

Polaris

Operational breakeven

10x thinking at Lenskart leading to faster
breakevens

Retail, SSGC | 'blackbox’ mental model

Capital raised, margins

Parallels to the ‘ROIC’ concept expounded by
Pulak Prasad in “What | learnt about investing

from Darwin”
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lenskart.com
HOME EYE CHECK UP

CALL (0] 99998 99998

Store design, brand marketing, innovations such as home trials,

home eye check ups helped with best-in-class store break-even
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Macro-aware, Macro-agnostic?




Buy low and sell high, but what’s your edge?

HUMMINGBIRDS: ©
TINY BUT FIERCE



https://www.youtube.com/watch?v=HMZ45fSOr1k
https://www.youtube.com/watch?v=-z4NS2zdrZc
https://www.youtube.com/watch?v=1Lt3nd4QKy4

Buying low, Selling high:
Macro tailwinds propelled us towards a
profitable exit

Returns through growth AND multiple expansion
entry at 19 EV/GP. Exit at 31 EV/GP

Our returns from multiple expansion was possible
because of a favorable entry as a buyer (macro driven,
circa late 2015) and favorable exit (covid related tailwinds
INn ecommerce adoption resulting in higher multiples)

Macro for VC in late 2015 took a nosedive with investments
of Softbank such as Housing.com hitting troubled waters
etC. Pullbacks in markets present opportunities for investors
committed to a market and with an ability to take a longer term

view.

“Clouds of knowing, seeing past the fog, Unique insight” —
from High Quality investing with Christopher Begg

&

.'\\( TOP REASONS
why most Indian Startups Fail

The Rise and Fall of
Housing.com |
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Competitive Market
(VC/PE)

lower probability of minority
firesale'

Near ‘perfect competition’
amongst investors for quality
assets

Club deals

Liquidity — a function of
cooperation amongst founders,
shareholders







SOME REFERENCES



Ecommerce, private markets and India VC

- Andrew Chen — The Cold Start Problem

. Jeff Jordan - Building & Investing in Marketplaces

- Lydia Jett - Investing in E-Commerce

- Niraj Shah - Developing Every SkKill

- Anand Chandrasekaran - Understanding India From the West
- Indus Valley Report 3.0

- Dan Rose - How Stunning Founders Operate

- Peyush Bansal in conversation with Aditya Ghosh

- Peyush Bansal in conversation with Ronnie Screwvala
- Peyush Bansal in conversation with Manoj Kohli

- Rolex: Timeless Excellence

- Bill Gurley - All Revenue is not created Egual



https://www.youtube.com/watch?v=TSnYO34b3TA
https://www.joincolossus.com/episodes/90027351/jordan-building-investing-in-marketplaces?tab=transcript
https://www.joincolossus.com/episodes/90356557/jett-investing-in-e-commerce?tab=transcript
https://www.joincolossus.com/episodes/73227114/shah-developing-every-skill?tab=transcript
https://www.joincolossus.com/episodes/49867407/chandashekaran-understanding-india-from-the-west?tab=transcript
https://drive.google.com/drive/u/0/folders/14Mvq9ijx8T7tKVBeOI5RbUVi-ptrs6_0
https://www.joincolossus.com/episodes/82256020/rose-how-stunning-founders-operate
https://www.youtube.com/watch?v=dPd25I9YI1k
https://www.youtube.com/watch?v=SIVTWYG9lXU
https://www.youtube.com/watch?v=jzQzOYiDj08
https://www.joincolossus.com/episodes/12878745/clymer-rolex-timeless-excellence?tab=transcript
https://abovethecrowd.com/2011/05/24/all-revenue-is-not-created-equal-the-keys-to-the-10x-revenue-club/

Select pieces from Investment Managers and Asset allocators

- Carl Kawaja - Dealing With Regime Change

- John Harris - Resilience and Imagination

o Chris Begg — The Quest for Quality

- Ho Nam From Altos Ventures — A Different Approach to VC
- John Pfeffer - Adapt and Evolve

- Gaurav Kapadia - Everything Compounds

- Who Deserves to Grow? - TenCore Partners

- Art of not selling — Chris Cerrone, Akre Capital Management
- Mark Leonard's Shareholder Letters

- Scott Malpass - Building a Great Endowment

- David Salem — The Art of Asset Allocation

- Charley Ellis — The Magic of David Swensen

- Thoma Bravo, Scott Crabill — Public-to-Private

- Dmitry Balyasny - Building a Better Model

- Scott Wilson - Non-Traditional Endowment Investing

- Going long - Seth Alexander, MITIMCo

- Anthony Deden — Modern Day Asset Management Business
- Michael Mauboussin — ROIC and the investment process



https://www.joincolossus.com/episodes/34879627/kawaja-dealing-with-regime-change?tab=transcript
https://www.joincolossus.com/episodes/87423949/harris-resilience-and-imagination
https://www.youtube.com/results?search_query=christopher+begg+investor+
https://www.acquired.fm/episodes/special-ho-nam-from-altos-ventures-a-different-approach-to-vc
https://www.joincolossus.com/episodes/26583628/pfeffer-adapt-and-evolve?tab=transcript
https://www.joincolossus.com/episodes/37926218/kapadia-everything-compounds?tab=transcript
https://www.tencorepartners.com/who-deserves-to-grow/
https://www.akrecapital.com/the-art-of-not-selling/
https://www.csisoftware.com/category/pres-letters
https://www.joincolossus.com/episodes/77217304/malpass-building-a-great-endowment
https://www.joincolossus.com/episodes/69062356/salem-the-art-of-asset-allocation?tab=transcript
https://www.youtube.com/watch?v=6EDvnWHJq3M
https://podcasts.apple.com/lt/podcast/scott-crabill-thoma-bravo-public-to-private-at-realpage/id1639927777?i=1000580885998
https://www.joincolossus.com/episodes/36513013/balyasny-building-a-better-model?tab=transcript
https://www.joincolossus.com/episodes/43243284/wilson-global-endowment-investing?tab=transcript
https://www.youtube.com/watch?v=eVrfjyqhf6E
https://www.youtube.com/watch?v=a4_U6bS-cU4
https://www.morganstanley.com/im/publication/insights/articles/article_roicandtheinvestmentprocess.pdf?1686060898089

Topics related to Mastery and High performance teams

- Josh Waitzkin Distilled- The Art of Learning

- The Playing Field - Graham Duncan

- Runnin’ Down a Dream — Bill Gurley

- Adam Robinson - the Most Important Ideas I've Discovered in Life
- Guy Spier- Compounding Good Will & Capital

- David Senra - Passion & Pain: A study of Founders

- Geoffrey West — Why Do Power Laws Work So Widely?

- Emergence — Complex systems

- Network effects - Modern Monopolies

- Yen Liow — Mastery: Learning how to learn



https://www.youtube.com/watch?v=UCzpmdMbUrg
https://grahamduncan.blog/the-playing-field/
https://www.youtube.com/watch?v=xmYekD6-PZ8
https://whatgotyouthere.com/portfolio/298-adam-robinson-the-most-important-ideas-ive-discovered-in-life-part-1/
https://www.youtube.com/watch?v=KUZ9vw1yWvo
https://www.joincolossus.com/episodes/85503387/senra-passion-pain?tab=transcript
https://www.youtube.com/watch?v=6Gw07lDU8-Y
https://www.youtube.com/watch?v=TlysTnxF_6c
https://www.youtube.com/watch?v=LsCLpqzoK3E
https://www.youtube.com/watch?v=QW6HEpTnVrc

Books

- What | learnt about investing from Darwin | Pulak Prasad
- Organizing Genius | Warren Bennis

- Culture Code | Daniel Coyle

- Modern Monopolies | Alex Moazed

- Incerto Series | Nassim Taleb

- Deep Simplicity | John Gribbin

- Capital Returns | Edward Chancellor

- More Money Than God | Sebastian Mallaby

- Common Stocks and Uncommon Profits | Philip Fisher



http://cup.columbia.edu/book/what-i-learned-about-investing-from-darwin/9780231203487
https://archive.nytimes.com/www.nytimes.com/books/first/b/bennis-genius.html?_r=2&oref=login&oref=slogin
https://danielcoyle.com/the-culture-code/
https://www.goodreads.com/book/show/29864017-modern-monopolies
https://www.penguinrandomhouse.com/series/INO/incerto
https://www.penguinrandomhouse.ca/books/71851/deep-simplicity-by-john-gribbin/9781400062560/excerpt
https://www.cfainstitute.org/en/research/financial-analysts-journal/2016/capital-returns-investing-through-the-capital-cycle
https://en.wikipedia.org/wiki/More_Money_Than_God
https://www.wiley.com/en-us/Common+Stocks+and+Uncommon+Profits+and+Other+Writings-p-9780471445500

Thank you
tgrkarthik@gmail.com



CONTEXT



My thoughts are influenced by the different cities I’ve lived in the past 3 decades;

I draw inspiration from my training in sciences and my love for art, cinema and music

THaw,
CHENNAI ;}””’? %




.. also influenced by hyper growth in mobile/ internet adoption over the past decade and a rapid evolution of business models

6 BILLION ADDITIONAL SMARTPHONES
GLOBALLY DURING 2013 - 2023

GLOBAL E-COMMERCE GMV WENT UP BY $5 TN. THAT'S A
JAPAN IN GDP, >1.5X OF INDIA’'s STOCK MARKET
CAPITALIZATION

ACROSS COUNTRIES, WE SAW A SHARP JUMP IN
ECOMMERCE ADOTION DURING COVID LOCKDOWNS,
LEADING TO NEWER BUSINESS MODELS

%, 2013
O L L o, T S
&5 24 ig~'% :

US ecommerce as % addressable retail*

25%

20%

15%

10%

5%

0%
Mar-00 Mar-05 Mar-10 Mar-15 Mar-20 Mar-22



	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23
	Slide 24
	Slide 25
	Slide 26
	Slide 27
	Slide 28

