FJ LABS

LESSONS LEARNED BUILDING ONLINE MARKETPLACES
JUNE 22M0 2018




Jlll FRIOR INVESTMENTS

VFcovericuts  [Jrecargapay @ Zesty
oLX O caroobi  CarPricesd
0070 el'ljglﬁi ¥J FANDUEL

UBER “AutoFi ) shipBob
hﬂppn “Paorch FLEXPORT
mgrm Mg&u pibeco
QPalantr . ©  earneét

FJ LABS

@ shippo
embark
G-:Iyrnm_uq ‘U3 ticketbis
/S EiLendingClub

enwoy  Checkr
docplanner, corm ﬂ FUNDBOX

W seaceek  GAIA

Sorophox  Dillow

2

Alibaba Group

FARFETCH

Betterment

ADORE ME

sprig = Meliuz

Button®  Qmstacoiz

B= headout BlaBlaCar
(L) aircall im
T DA
o
leigo TN
e
E -

I =REEMN
CHEF

shiftgig

stripe

earnest

# instocart

ELOQ@UII

&
wallapop



B N A NUTSHELL

VENTURE CAPITAL COMPANY BUILDING

* Seed / Series A focus * Build 1-2 businesses from scratch per year

* Average investment size $400K * Invest $2.5M to $5M per company

* Global strategy: Active in U.S., Europe, LatAm, India * Executive chairman role

* B0-80 investments per year * Hands-on role in product, marketing, hiring, strategy &
fundraising

* 65% new investments + 35% follow-ons

» Do not lead rounds or join boards * Expertise in scaling using TV advertising
(FJ has bought over 515 of TV ads)

* Co-invest with larger funds we know and trust
* US focus but have built companies in Europe + Brazil
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B INVESTMENT HEURISTICS

$1B+ Potential Value

Market Leader Potential

MNo Disintermediation Risk
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Valid Business Model
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Scalable & Capital Efficient

Execution Know-How

Initial Unit Economics

Growing Market

Quality of Team




B LESSONS LEARNED FROM BUILDING ONLINE MARKETPLACES

Lessons learned
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Jllll IDEAL CONDITIONS FOR MARKETPLACES

Fragmented Fragmented
supply demand
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@ Discovery @ Trust @ Communication
@ Price transparency @ Payment @ Logistics
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Jlll CETERMINE STRATEGY TO BUILD INITIAL LIQUIDITY

Supply Demand

 Financially incentivized « Selection incentivized
 Higher recurrence « Lower recurrence

« Excess capacity * Finite consumption

* Less time-sensitive « Just-in-time purchasing

Most marketplaces focus on building supply first
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Jll MARKETPLACE DESIGN

Double commit

Buyer picks

Supplier picks
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Buyer

Buyer

Buyer
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Supplier

Supplier

Supplier

Complex, custom

Variety

Commodity



lll PICK ABUSINESS MODEL

Listing Fee Visibility SaaS Rake

' FPay per post ' Pay for reach and visibility ' Buyer or seller subscription ' Buy side and/or sell side
+ Location and category matter + Location and category matter +  Access to marketplaces, services «  Typical range: 10% - 25%

' Extremes: 1% = T5%

Craigslist feas in SF Bay Leboincoin "Popup” fees by category Knowde seller-side SaasS subscription Average take rates

' Jobs = §T5 per post category . Jobs = €4 per ad ' Knowde sellers pay 54,000 per . Uber: drivers pay 25% (Rider Fee)
. Services — §5 per post «  (Cars - €3.50 per ad premium product page with Lead Gen «  Airbnb: host 3% /guest 6% - 12%
. Brokered apartments = $10 per post . Real estate — €4 per ad and Analytics (by location and length of stay)

. UpWork: freeglancer pays 5% - 20%

(by billing amount)
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Lifetime Value

[- discounts, promotions)

Net GRY

[(*take rate %)

[- wariable transactional costs and/or COGS)

Profit margin

(- CAC)

v"
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Customer acquisition

Fully—loaded Marketing and Sales Cost

Paid-only CAC =

# new paying users from paid channels

Fully=loaded Marketing and Sales Cost

Blended CAC =

# new paving wusers

What we look for

12 month LTV = 2x Paid-only CAC
18 month LTV 2x Paid-only CAC

Organic vs paid CAC

<25% organic growth = synthetic growth
<d40% paid growth = underirvested in paid channels

10




I FOCUS ON UNIT ECONOMICS FROM THE START

High AOV
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Reverd () airbnb
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llll SUCCESSFUL VERTICALS FOCUS ON ECONOMICS AND PRODUCT

Features horizontals can’t match (1)

Features horizontals can’t match (2)
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Measuring growing
marketplaces




Jlll SINGLE METRIC FOCUS CAN KILL YOU

FJ LABS

New listing in Nigeria — somewhere in 2014
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Il ZOOM IN AND SEGMENT

FJ LABS

Listings Nigeria per frequency of posting
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Jlll SINGLE METRIC FOCUS CAN HIDE THE REALITY

FJ LABS

Pageviews [week]
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Jll MEASURE THE FULL DYNAMICS OF YOUR MARKETPLACE

Connectivity

0%
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Is the new content we bring in
meeting demand on our platform?
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Lister type per frequency
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|s the new content on our platform  On a macro/platform level, do we
delivered by C2C listers who in the grow both supply & demand?

end ensure our ‘'monopoly'?
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Marketing strategy
for marketplaces

FJ LABS




Jll CIMINISHING RETURNS OF ONLINE AD SPEND

FJ LABS

Additional Additional
Output Output
A Point of Diminishing Returns

-

Input Input
At small scale it is possible to increase Increasing spend tenfold by 1) increasing
spending and maintain low CPCs CPC or 2) expanding number of keywords,
will increase your marginal cost of
acquisition

Beware diminishing returns on online ad spend;

usually happens around a couple hundred thousand dollars monthly ad spend
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lll DIGITAL MARKETING AND SEO VERSUS TV

Digital marketing and SEO can grow
your business nicely...
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... but offline marketing will really
move the needle!
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Il TV CAMPAIGNS ESTABLISH NEW PLATEAU
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Long tail effect: Total Marketing Spend vs. Pageviews
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I WIN A MARKET IN A FEW MONTHS

Even against an incumbent competitor you can win the market in
a few months if you’re the only one doing TV properly

Competitor #2 ramping online MHTCDI‘I‘IPEHTDF’
Country 1 - 2013 | #a

l decreasing
onling MKT

Very little marketing
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Where is the industry
heading
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Il VERTICALIZATION OF THE HORIZONTALS CONTINUES

o © G sidetowr newyorkcity * s oe u o w v - 4 KICK: TARTER
’ Whmets  Viayalbie - o
_..H@ L . e Qydibnb &
(Corecom  BCTVSES  Gatelound i [ oing SCOOUSG s AnanOn MEALPAL
L LT e ] e [ahaeed 4 i [ eihrg mmm
luu o5 urbans (e # chigcare ceal rews il OO ary :T,:,:_"".""" &khm
xwg KILLSHARE Foups s roesrace e e Bhotech | soence gl | kaggle Kuartzy A
] o | e el . [ wimadnin PeimE B, | g
CETYRURGUDE  jougpe > S I, e ==
"n . personals Bl ESAE T e oo | B / P -
&' :' ’ i Shiaily Phuiunis genensl wbor ¢ - » @

ASHLEY MADIS= N @ L applances amsecrafs o Duman resowsces
e | Ly MO S WO B AT I gAY

A gy
| men secwrg men 4 barer  babydods ingel/ pasingsi IEF]'U'W! > STORENVY
@ getable muh;m > E Thusdflis E VAUNTE
‘wupﬂnn @mm kel (OIS DDy The

rarts and raves _- .b-iuu:ulmu- PO SACE RealReal VESTIAIRE
m » discussion forums e coectibies R | whcesae he. L. =
! CustomMade. "898 _gtx " pem  fmlwe  olcroncs  sales/Bizder ST StackExchange™
L pereral b larmegaden  5lon/Epa /iness -
ASTTTHERLINUFN o tealh ot gugby  gamgesale Securily m.b
b e F!;a T e m matils € howsshond wened rade / crat o LA
- —— L] MOy Thes
o -E Ill I! E :‘ ;.- -.-_“-' mi-
SeatGeek S i, S e TysgaTes
T Mr . she b wanied video paming
mmn twer o= ST
LPVOR Y = & by
= LendingClub s Wy _yTe- . ' ! ‘“@ StyleSeat
le il roomr L R amor —ove gigs
covestor T~ e gy P crew  computer Codecademy Contently
utorspree e *m rea wsiate e cmgiee
P s o T o e, e S ¢ COUFSEIG ﬂ@
|“ caaTumt ot e L esumes Fl'x
FJ LAEBS M-I«F E—=.-m= = Created by Duwed Waber  SupphyOemancdd {Gul’



Il CONTINUED VERTICALIZATION OF HORIZONTALS
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Jl CLASSIFIEDS ARE BECOMING TRANSACTIONAL: WALLAPOP

Fully transactional website
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Optional buyer-paid escrow service

Visibility revenue

€0.99 per visibility Bump
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Shipping and logistics

Variable shipping + service fees
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Il CLASSIFIEDS ARE BECOMING TRANSACTIONAL: VINTED

FJ LABS

Fully transactional website

Buyers pay €0.70 + 5% of sale price

Visibility revenue

€1.95 per visibility Boost
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Shipping and logistics

Variable shipping + service fees
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Il MOVING FROM DOUBLE COMMIT TO MARKETPLACE / SUPPLY PICK
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Il EZB MARKETPLACES - THE HOLY GRAIL

B2B Marketplaces have attractive characteristics that makes them more resilient

High Margins of 20%+

High
Recurrence
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Examples

FLEXPORT

Drocsed

OMNLINE FISH MARKET

% RIGUP

I knowde
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Thank you.
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FABRICE GRINDA JOSE MARIN
fabrice@fjlabs.com jose@fjlabs.com

19 W 24th Street, 10th Floor, New York, NY

wiww. FJLabs, com
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