The O to 1 Journey

Pear
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0 to 1 Journey

The effort to go from O to 1 is infinitely bigger than from 1 to 1,000

Proprietary and confidential
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New Companies/Year that make it to Series A

New Companies Seed A
631,817 4,671 1,153
0.18%

Harder than for Hockey High School Senior Player to play in the NHL (0.4%)

Proprietary and confidential
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New Companies/Year that make it to Unicorn

New Companies Seed A Unicorns
631,817 4,671 1,153 22
0.003%

10x harder than for Basketball High School Senior to play in the NBA (0.03%)

Proprietary and confidential
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Every year ~20 Unicorns are born

15

Unicorns (Private + Exit) by Founding Year

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Proprietary and confidential Source: CB Insights, Nasdaq, Pitchbook, Crunchbase



Affinity

Proprietary and confidential

Garage’14. Sophomores CS

Series B
(>$50M raised in total)
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Doordash

Proprietary and confidential

Fall’13. Stanford Avenue

DoorDash Raises Another $400
Million Ahead Of Its Public Listing

Kenrick Cai Forbes Staff
Innovation
I cover tech, with a focus on startups and artificial intelligence
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A company’s journey

19

“Drunken . Product Fit ) Hypergrowth . Scale
A Walk” : : |

value

< > time

Product Market Fit Stage : “Oto 1”

Source : Nikhyl Singhal, CPO at Credit Karma

\ »
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Our Goal: Help Companies




Pear help is focused at the early stages of a company

21

No product A product Product can be
No customers people “love” in sold efficiently in
Large Market a large market a large market
((O\)/) ((0 5” “1”
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Idea Product Product Growth
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A
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4 things to figurejout



Cumulative needs

L'l

203

Engaged
Users

Market Team
“Q” Pre-seed
“0.5” Seed
“1 ”»
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Series A
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Critical to explain WHY this is is
a $10B market company
(can generate $1B in revenue)




Companies with large markets, elite teams
and zero traction can raise large Seed/As

but

Companies with great traction, great teams
and small markets cannot raise Series As

Proprietary and confidential




Examples

Gixo Co-founders Selina Tobaccowala and Al Lieb

Our Investment in Gixo
By Reid Hoffman

PSRN oloviin |
May 25,2017 - 2 min read Y@ R Qe

Physical fitness is vital to leading a healthy life. Unfortunately, many of us
put off daily exercise, citing reasons like the lack of time, money, or
motivation. This is is why I'm excited Selina Tobaccowala and Al Lieb are
launching Gixo to help tackle the barriers of physical activity and improve
overall health. Read more about the launch of Gixo and how to check out

the app here.

$3.7M seed led by Greylock Partners
Big space: Consumer Fitness
Great Founders: Ex founders of Evite, Clearslide

Traction

Proprietary and confidential

:None

California start-up Nuro unveils
autonomous delivery van, raises $92 million

smNREAD W f

SAN FRANCISCO (Reuters) - Silicon Valley start-up Nuro said on Tuesday it raised
$92 million to launch a self-driving delivery vehicle, joining automakers, shippers and a

host of little-known companies developing autonomous vehicles for local commerce.

‘The self-driving delivery vehicle from Silicon Valley startup Nuro, intended to be used for local
commerce, is shown in this photo taken in San Francisco, California, U.S., January 24, 2018 and
provided January 29, 2018. Courtesy of Nuro/Handout via REUTERS

$92M Series A led by Greylock Partners & Banyan
Big space: Last Mile Delivery

Great Founders: Founding team members of the
Google self-driving car project.

Traction : None

Journey
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Same idea/tech/product with
different vision results In
different perceived market size




Real estate Lead Gen Product - chime.me

Proprietary and confidential

s o oo -

@0 e @rroo @ Checkin

Looking for Better

1 you think this Rome is baautul,wst unti you see
the insdel The home of your dream is ut hare, ket
us help you find . I I r)

Chime's high quality buyer and seller lead generation for real estate agents
combines advertising expertise with powerful adtech to help realtors get
more leads.

Google

We create and manage campaigns for you, so you enjoy a steady flow of
quality buyer and seller leads without the hassle or headache.

7§ renessera

=]

XSITE Peninsula
Estates

GUECO

More Visits, More Leads

Every realtor needs a website, you deserve a better one. Get more out of your marketing with a
stunning, SEO optimized IDX or home evaluation page for you, your team, or brokerage.

With listings updated every 30 minutes, home buyers can enjoy browsing up to date MLS listings on
your gorgeous, fully customizable site.

Journey
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Example A : Bottoms-Up Math

Chime.me sells lead generation tools for real estate brokers

Revenue/

$ 5 ber month/ 2 M Active real estate $1 20 M

per broker brokers in US

$120M, needs 8x multiple to get to $1B

Proprietary and confidential

Revenue/year
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Maybe | can ask for more money per user?

chime.me sells lead generation tools for real estate brokers

Revenue/

$50 per month/ 2 M Active real estate $1 . 2 B Revenuelyear
I

per broker brokers in US

Is $50/broker/month correct?

How much does it cost to acquire a broker?

Proprietary and confidential
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Big Vision
Chime.me will become the largest real estate platform

Real estate Transaction
200k brokers in $200B Volume in 20/0

platform platform

$4 B Revenue/Year

Proprietary and confidential

Commission
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Your performance is driven by team.
You will be judged by your team at Seed Round




No shortcuts on team




Critical to fill weaknesses in team




Recruiting is a sales job




Recruiting = Sales

It requires a lot of time Numbers game - more Sell, sell, sell
leads, higher chance of
closing

Proprietary and confidential



Traction



Traction “needed" depends on what you aim to raise

What traction do | need for a seed round?

0—>0.5

What traction do | need for a Series A round?
0.5—> 1

Proprietary and confidential
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What does it take to raise a
seed round?




A company’s journey

42

“Drunken . Product Fit ) Hypergrowth . Scale
A Walk” : : |

value

< > time

Product Market Fit Stage : “Oto 1”

Source : Nikhyl Singhal, CPO at Credit Karma

\ »
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“0.5” success, consumer subscription

1,000 users

60% 90d retention VS.

growing organically

4

Proprietary and confidential

10,000 users
20% 90d retention
paid acquisition
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Extreme Example: Clubhouse Voice

Andreessen Horowitz Wins VC
Sweepstakes To Back
Clubhouse, Voice App Still In
Beta, At $100 Million
Valuation

Clubhouse™*

Proprietary and confidential

Still in Beta

< 5,000 users

Waitlist growing fast

Red-hot with VCs and celebrities
Insane usage: “/ check into
Clubhouse more than 15 to 20
times a day to see what’s going
on. | don’t do this with Facebook.”

Journey
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“0.5” success for a B2B large ACV company

1 POC converted
into contract

4

VS.

Proprietary and confidential

10 POCs
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Build an excellent product that
a few people love*

(*so much they tell others about it)




“It is better to have 100 people who
love you than a million who like you”

Paul Graham, YC




—-

Product is SO good that users simply cannot stop using i

48

Google : 1997-98

S (=

Search Stanford

10results ~ clusteringon ~

Search The Web

10results v clusteringon ~

gusto s Jacaon .

Run Payroll Poy Period: April st - 15th 6

,,,,,,,,,
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Journey



Scrappy, hustler-like mentality

r favorite'Pato Alto ;'est nts
delivered te you

Just $8 per delivery

How It Works

B Pk your toca B Cat us 1o orcer EJ We ceiver the toor

T ]
| M
Crocse om & wde rarge of Then gve us & o aoe your Pay by Creot card WO Sebvery
Swen r Pac A% S W
Call To Order: (650) 681-9470

Pick Your Restaurant

P LYFE Kitchen ' Howie's Artisan Talpan Kanpai Sushi

LYFE View M ‘Plxu Vew Ver View Mer

= Oren's Hummus Patxl's Pzza Sprout Cafe Tamarine

&) ven - Mas Ve WA o M
Garden Frash SR Sism Rowal SR Acisn Rax

Proprietary and confidential

Journey
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Scrappy, hustler-like mentality

AIrBnB » new way to trave

Asseenon: NN EheNewdjork&imes TechCrunch  INISueatirad  THEWALL STREET JOURNAL ;'5‘5

jacy | Biggest Deals: New York | San Francisco | Paris | Join us on: Twitter | Facebook

Proprietary and confidential

AirBNB:

Data showed that high quality
photos increased conversion.
Most early hosts uploaded poor
quality photos.

AirBNB founders flew to NY and
personally took high quality
photos of apartments for their
early hosts.
Conversion increased.

Journey
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Customers are not shy to show their love

SUPERHUMAN

Proprietary and confidential

“Superhuman has moved me —

both physically and emotionally.”

“This tool saved my
marriage — I shall sacrifice my

first-born-child for the cause.”

“I lived in a world void of
happiness. Since I met

Superhuman, I can now hear
color.”

Journey
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Superfans!

Proprietary and confidential

% Active Users

50 -

38

25

13

2 3

Completed Key Actions

52

A YV4

Journey 6



Advice from pre-seed to seed

® hyp —> test —> measure —> new hyp

“Scrappy and Fast” Operations

e Build fast. Kill Features. Simplest MVP.

Ignore “Fake” Signals

e Number Employees. Money Raised. Speaking engagements.

Keep Market in mind

e Don’t for get about market as you iterate

Proprietary and confidential

Journey
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What does it take to raise a
Series A round?




A company’s journey

55

“Drunken . Product Fit ) Hypergrowth . Scale
A Walk” : : |

value

< > time

Product Market Fit Stage : “Oto 1”

Source : Nikhyl Singhal, CPO at Credit Karma

\ »
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Myths on the Street

E-commerce

$500k-1M MRR

'q 20% m-o-m growth

( )
A%A

SaaS

$100k-200k MRR
100% y-o-y growth

Proprietary and confidential

Consumer

50k DAUs
25% m-o-m growth

Marketplace

$500k-1M GMV
25% m-o-m growth

Source: Equityzen blog
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Growth is not Enough

Add another app to compare...

X Thor: The Dark ... @1 % Slingshot @1 X =e5 Words On Tour @1 * ) Star Wars Rebels  #1
Gameloft o - Facebook o v Zynga o v | &%) Disney o
Assassin's Cree... @1 X 8= VIP Pool Party 1 x Marvel @1 x

WS Ubisoft L v Kids Fun Club o v Marvel Entertainment g v

Date Granularity:

Chart by App

8 Apps Selected Clear All -]
X NYT Now—Your... @1 x
The New York Times ... g |[¥]~

Plot Type:

Auto Day Month . . . . Stacked [NLT)
v m App Store - For: All Categories, In: All Countries, On: iPad, iPhone -
1,000k
800k
8 600k
g Week Of Apr 4, 2016
§ Total 579,375
a Marvel 563,955
s 11,279
NYT Now—Your Guide 1,724
Words On Tour 503
Slingshot N/A
200k VIP Pool Party 1,914
Assassin's Creed Memories N/A
ok
n> A A w> N ~ N ~ #° o oo W
& & N & & & < & & & N &
[ B8 Marvel Star Wars Rebels [l NYT Now—Your Guide Bl Words On Tour [l Slingshot B VIP Pool Party Bl Assassin's Creed Memories]
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Little Single Metric Correlation SaaS MRR-Valuation

180

135

90

45

20 35 50 65 80

Post Money Valuation ($M)

Proprietary and confidential Source: Thomas Tungunz, Redpoint



VCs look for predictors of future success

Engagement Retention

New, churned and resurrected
users/accounts
User Quick Ratio
Repeat Users

DAUs/MAUSs
Product Quality
Activities per User

Unit economics/Margin Growth/Scale
m Life Time Value Organic/Inorganic growth
Customer Acquisition Cost Recurring Revenue
Cost of sales Cash burn

Proprietary and confidential



(1) Committed Users



Actual data that shows users
love your product




Measuring Product Market Fit - Example

The Impact of Segmentation Survey users: “How would you
feel if you could no longer use
- [ProductName]?”
L= T - a) Very disappointed

* b) Somewhat disappointed
* ¢) Not disappointed
* d) N/Al no longer use

[ProductName]
Results
Minimum sample size: 100
6% @ Goal: 40%+ answer “Very
1 Disappointed”

35%
30%

25%

Source: https://blog.growthhackers.com/using-
Very Disappointed % = =Benchmark roduct-market-fit-to-drive-sustainable-
growth-58e9124ee8db

20%

Proprietary and confidential Journey



Cohort Analysis - Retention

Proprietary and confidential

ng‘ért 0 1 2 3 4 5 6 7 8 9
110 | Jan 33% | 21%

186 | Feb 31%

184 | Mar 29%

225 | Apr 35% | 29% | 22% | 20%

231 | May 42% | 37% | 34% | 24% | 21%

209 | June 44% | 37% | 33% | 25%

240 Jul 42% | 38% | 31%

271 | Aug 45% | 40%

248 Sep

243 | Oct

2,147 | Total | 100% | 39% | 30% | 24% | 18% | 15% | 12% | 11% | 10% | 12%
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Mobile Apps Retention

Proprietary and confidential

Percentage of Users Still Active

100

80

Retention Curves for Android Apps

® Top 10Apps
® Next 50 Apps
@ Next 100 Apps

® Next 5000 Apps

111 1 | 1 J

13 7 14 30 60 90
Days since App Install

P
0 Bl
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Growth Quality: Quick Ratio — Added MRR/lost MRR

65

Portfolio Company 1

® Cancelled MRR
" 8T s convactionMRR I i l

8 Cancelled MRR
» Contraction MRR
® Expansion MRR - ® Expanzion MRR
- -W i
[

P li mpany 2
 Cancelied MRR Eiii. E li i IlCnallvduRR

® Expansion MRR ®m Expanszion MRR
“ New MRR ¥ New MRR

E
Proprietary and confidential Source: Diligence at Social Capital Part 1. Medium N



Many other ways to measure “love” and “addiction”

66

Number of key actions per user

Time on site/app/service

NPS measurement

D7, D30, D90 retention

Renewal Rate

Adoption Rate

A YV4

Journey 6
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Ability to get new happy
customers efficiently - without
spending too much money




Figuring out growth determines “VC” success

Proprietary and confidential

The Quick and Dirty Growth-Profit Matrix

HIGH
GROWTH

fop "

2

ROCKET MAGIC

LOSS PROFIT

& | @

w
DEATH BREAD-WINNER

Low
GROWTH

Source: Ryan Holms, CEO Hootsuite
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CAC tends to go up with increased number of users

Proprietary and confidential

CAC # New Users
$50.0 |
$37.5 /-
< $25.0 /./
@) ' /
$0.0

Q1 Q2 Q3 Q4 Q1

6,000

4,500

3,000

1,500

New Users
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Marketing spend gets large very quickly

71

Marketing Spend
300,000

225,000
150,000

75,000

Q1 Q2 Q3 Q4 Q1
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Organic Growth is Key

72

Source of new users

100

75

50

25
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Growth Metrics for Series A Consumer Companies

METRIC m BETTER BEST

Resting growth

0% 0-5% per month 5% per month
rate
LTV:CAC ratio 2-3x 3-5x 5x+
£ [potieie] 5-10M 10-50M 50M+
customers

. . . Source: Bessemer. Consumer Series A Metrics
Proprietary and confidential
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Advice from seed to A

e Efficient growth are better than just growth

Measure Everything

e Use data to measure growth, user behavior

Avoid “Fake” Growth

e Paid growth. Sales & marketing cost higher than net
revenue. GMV vs. actual revenue.

e Be ready to talk market. You need to be an expert.

Proprietary and confidential

Journey

74



Parting thoughts...




0 to 1 Journey

Hard journey but doable
Keep your eye on what really matters - avoid fake progress
Market is critical. Traction is not enough. Market is (sometimes) enough.

Set measurable goals for Market/Team/Traction

Proprietary and confidential
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Thank you!

@Pearvc
www.pear.vc
320 Hight St.

Palo Alto, CA 94301
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