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UNICORNS AT THE GATE?
(THE “2018-2019 COHORT”)
NB This paper is meant to be light-hearted, revisiting the Unicorns’1 very diverse situations, in
the context of what could be the end of a “glory period” for private companies’ funding in the
technology sector.
There has been a spate of technology IPOs (Initials Public Offerings) from high profile
companies over the last 2 years, but many have seen their valuation tumble since listing on
the stock market. We believe that WeWork’s scrapped IPO last month is the hallmark of the
end of an era of excessive private market valuations that are now winding down.
We monitored the performance of the top 35 IPOs in the tech sector - in its broadest definition
- in 2018 and 2019 and have listed some interesting datapoints below:




These 35 companies represent in aggregate $320bn in market capitalisation2.
This is a little less than the $394bn initially targeted, due to sharp price falls of Xiaomi
and Uber3.
We estimate that another 20% decline, representing c.$60bn in market cap, is needed
before the cohort hits reasonable valuations.

From the point of view of the average investor, i.e. someone with no pre-listing allocation,
these companies have risen 2% on average since their IPOs but with a median fall of 9% 4 .
However, over the last 6 months, they have fallen by 12% on average with a median decline of
20%. On closer scrutiny, 57% of tech companies have negative operating margins, and around
40% have double voting rights, i.e. very poor corporate governance (compared to 20% for the
190 US IPOs in 2018, a percentage which has risen sharply since 2000).



Xiaomi’s market capitalisation was initially pitched at $100bn in 2017 before being cut
to $54 at the IPO. Today, it stands at just $26bn.
Uber was initially valued at $91bn at the IPO, the car-riding platform is only worth
$55bn today.

1

A unicorn refers generally to any tech startup company that reaches a $1 billion dollar market value.
Source : Bloomberg
3 Information on securities herein may not in any way whatsoever be construed as an opinion of Edmond
de Rothschild Asset Management (France) on future price trends in the said companies, nor, where
applicable, on the likely price trend of the financial instruments that these companies might issue. Any
information herein cannot be interpreted as a solicitation to buy or sell these stocks. Portfolio holdings
are likely to change over time.
4 Past performance and volatility is no guarantee of future performance and volatility which may change
over time, and can be separately affected by fluctuating exchange rates.
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UNICORNS’ MARKET CAP BREAKDOWN (source : Bloomberg)

NOMINATIONS AND AWARDS:
Datadog: we particularly like this New York based market performance management and IT
infrastructure monitoring apps company. Nevertheless, it is trading at 33x forward sales
suggesting the company's bright future is already largely factored into its stock price.
Uber Technologies: the company gets our “Special Award” for its successful IPO despite very
fragile fundamentals and abyssal losses. Uber is a global leader with a $50bn market
capitalisation even though it has never been profitable.
Tencent Music entertainment: if ever you manage to stream your own karaoke performance
and manage to live off the royalties, you will understand why this giant online music company
is so profitable!
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MARKET RETURNS AFTER THE FIRST DAY OF TRADING5:
CARDLYTICS INC
BEYOND MEAT INC
SMARTSHEET INC-CLASS A
ANAPLAN INC
DOCUSIGN INC
AVAST PLC
ZSCALER INC
ADYEN NV
SOLARWINDS CORP
ZOOM VIDEO COMMUNICATIONS-A
CROWDSTRIKE HOLDINGS INC - A
FASTLY INC - CLASS A
PINTEREST INC- CLASS A
SVMK INC
CLOUDFLARE INC - CLASS A
DATADOG INC - CLASS A
PIVOTAL SOFTWARE INC - CL A
TENCENT MUSIC ENTERTAINM-ADR
PELOTON INTERACTIVE INC-A
DYNATRACE INC
PLURALSIGHT INC - A
ZUORA INC - CLASS A
UBER TECHNOLOGIES INC
SPOTIFY TECHNOLOGY SA
SLACK TECHNOLOGIES INC- CL A
PAGERDUTY INC
DROPBOX INC-CLASS A
SONOS INC
REVOLVE GROUP INC
DOMO INC - CLASS B
XIAOMI CORP-CLASS B
LYFT INC-A
EVENTBRITE INC-CLASS A
FARFETCH LTD-CLASS A
NIO INC - ADR
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5

Past performance and volatility is no guarantee of future performance and volatility which may change
over time, and can be separately affected by fluctuating exchange rates.. Source Bloomberg
16/10/2019
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WHAT ABOUT EDMOND DE ROTHSCHILD FUND BIG DATA’S INVOLVEMENT IN ALL
THIS6?
We performed a deep analysis and drew up a detailed investment case for 70% of the 35 IPOs
and eventually decided to invest in 4 stocks:






Cardlytics had the best performance in the group but we had to sell the position after
the stock jumped 50%.
Avast was another positive contribution to the Fund’s performance but we trimmed
our holding to 0.7% of the portfolio.
Pluralsight has been one of our shortest holding period as the EdTech7 sector leader
rose 40% between December 2018 and February 2019, urging us to sell the entire
position.
Slack: after initiating a position at the IPO, we have been taking advantage of its
decline to gradually build up exposure.

Our fundamental approach is built on a highly selective process, handpicking truly innovative
businesses that fully benefit from the Big Data theme. Our prudent investment framework and
risk discipline (urging us to stay on the sidelines when the investment case does not meet our
fundamental criteria in terms of quality of the business model, governance practices and
valuation) have been key drivers in the Fund’s ability to generate strong and consistent
returns8 since its launch.

Edmond de Rothschild Fund Big Data is a sub fund of the Luxembourg-regulated SICAV with CSSF
certification and is approved for marketing in Austria, Belgium, Switzerland, Germany, France, Italy,
Luxembourg and the UK.
7
Refers to companies that use new technologies to revolutionize the world of education and training.
8 Past performance and volatility is no guarantee of future performance and volatility which may change
over time, and can be separately affected by fluctuating exchange rates..
6
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This document is issued by Edmond de Rothschild Asset Management (Suisse) S.A. This document is
non-binding and its content is exclusively designed for information purposes. Any reproduction,
alteration, disclosure or dissemination of this material in whole or in part without prior written consent
from the Edmond de Rothschild Group is strictly prohibited. The information provided in this document
should not be considered as an offer, an inducement, or solicitation to deal, by anyone in any
jurisdiction where it would be unlawful or where the person providing it is not qualified to do so. It is not
intended to constitute, and should not be construed as investment, legal, or tax advice, nor as a
recommendation to buy, sell or continue to hold any investment. EdRAM shall incur no liability for any
investment decisions based on this document. This document has not been reviewed or approved by
any regulator in any jurisdiction. The regulation concerning marketing conditions of undertakings for
collective investment (“UCIs” hereafter) varies from country to country. The UCIs presented herein may
not be registered and/or authorised in your country. You should seek advice from your professional
advisor if you are in doubt as to whether any of the UCIs mentioned might be suitable for your
individual situation. This document is not intended for citizens or residents of the United States of
America or "U.S. Persons" as defined by "Regulation S" under the U.S. Securities Act of 1933. No
investment product presented herein is registered under the Securities Act of 1933 or any other United
States regulation. Then, they cannot be offered or sold directly or indirectly in the United States of
America, to or to the benefit of residents and citizens of the United States of America and to «U.S.
Persons». The figures, comments, forward looking statements and elements provided in this document
reflect the opinion of EdRAM on market trends based on economic data and information available as of
today. They may no longer be relevant when investors read this document. In addition, EdRAM shall
assume no liability for the quality or accuracy of information / economic data provided by third parties.
Any investment involves specific risks. We recommend investors to ensure the suitability and/or
appropriateness of any investment to its individual situation, using appropriate independent advice,
where necessary. Furthermore, investors must read the key investor information document (KIID) or any
other legal documentation requested by local regulation, that is provided to them before any
subscription and available at www.edmond-de-rothschild.com under the “Fund Center” section, or upon
request free of charge. Past performance and past volatility are not reliable indicators for future
performance and future volatility. Performance may vary over time and be independently affected by,
inter alia, changes in exchange rates. Performance data does not include commissions and costs
incurred on subscriptions and redemptions of units or shares of the UCI. « Edmond de Rothschild Asset
Management » or « EdRAM » refers to the Asset Management division of the Edmond de Rothschild
Group. In addition, it is the commercial name of the asset management entities (including branches and
subsidiaries) of the Edmond de Rothschild Group.
Edmond de Rothschild Fund Big Data is organized under the laws of Luxembourg, and has been
approved for distribution in or from Switzerland by the Swiss Financial Market Supervisory Authority («
FINMA ») to non-qualified investors. The Prospectus, the annual and interim reports, KIIDs, articles of
association can be obtained, free of charge upon request, from the Representative or from the following
website: http://funds.edram.com/. Copyright © Edmond de Rothschild 2019.
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