(1) Source for the 2010–2018 data: Invest Europe
(2) We intentionally present rounds of Booksy, Brainly, DocPlanner, and ICEYE separately as they distort the statistical overview (see: outlier)
(3) The mentioned in the document 70% year-to-year growth calculation was based on polish zloty (PLN) value (2019: PLN 1,26b; 2020: PLN 2,12b)

2020 marks the year in which we have reported another
record on the Polish venture capital market. Three
transactions in the range of EUR 60 to 80 million have
created the main candidates trying to claim the title of
the first Polish unicorn. However, it does not mean that
there will not be a „dark horse” in 2021.

Despite the uncertain market environment, 2020 was
undoubtedly the best year in the Polish startup scene. A
70% increase in the investment value compared to 2019,
shows that both our local ecosystem and the overall tech
sector play a significant role in the economy and are often
resistant to the macroeconomic environment.

The largest transactions account for just over half of the
total capital provided by the VC funds. Nevertheless,
excluding the 2019 and 2020 outliers, we can still talk
about a 30% year-on-year growth of the Polish venture
capital market (or 70% if we include them). The average
value of investment rounds is also growing. This growth is
driven by higher investment tickets, increasing value of
startups and the growing presence of international
capital.

Also, on the micro-scale, for us as Inovo, it was a very
successful period. It is worth highlighting the increase of
our fund size to over $50m, 8 new investments in Poland
and the region in early-stage projects, as well as
securing further financing by Infermedica (Series A, $10m)
and Booksy (Series C, $70m and the merger with Versum).
Within the Booksy's round, we made a partial exit – the
return on that stake was over 10x while retaining over ¾ of
our equity stake.

Surprisingly, the Polish VC market remains resilient to
the coronavirus. The amount invested is almost a EUR
200m more than a year ago. NCBR funds generated 21%
of this sum. In terms of the number of transactions, it
looks even more favorable – we were "behind" almost
half of them. Perhaps the crisis caused by the pandemic
has made VC funds even more attractive, and
investments in innovation – a way to leap „forward”.
The Polish State, regardless of the epidemic situation,
has not given up on supporting good projects. Within
the BRIdge programs, we have already transferred
around EUR 200m to the Polish ecosystem. The new EU
perspective is ahead of us, and it will put great emphasis
on the development of instruments financing
innovations. We have ambitions, capabilities, and
facilities to use this opportunity to the fullest.

Despite the ongoing pandemic in 2020, the VC market
itself came out of it unscathed – the value of completed
deals increased by 70% YoY.
It is worth noting that despite the regional nature of BGK
Funds (managed by Netrix Ventures, Brave Seed Fund, BP
VC GP1 and Bitspiration Booster) financed by regional
operational programs, they have already executed one in
every 10 deals in the VC market. Despite their relatively
small size, by focusing on providing capital for unique,
innovative seed projects (including ICT, FinTech and
MedTech), they develop the local startup ecosystem and
attract innovative companies to the region that want to
develop their business in a favorable environment.

We are still a very small, even a frontier market
(growing, that's a fact), funded mostly with public money
without a single startup-like entity valued at 1 billion
USD (the industry's favorite „unicorn”). As many as
four such entities have managed to emerge in Estonia
(Skype, Playtech, Transferwise and Bolt) and even one in
Lithuania (Vinted).
I am not saying that we should pump up the valuation of
companies, but we should think about what we are doing
(yes, all of us in the Polish startup ecosystem)
fundamentally wrong.

PS Congratulations to all the companies that have raised
funding and are growing but to one in particular: Booksy,
which got an Auler prize in 2016.

Poland has a longstanding track record in tech and
software development, but in the last to years alone,
investment in Poland has eclipsed that of the previous ten
years.
Tech ecosystems are becoming more global and
distributed. Venture capital can be invested anywhere.
Poland has an advantage here: it has one the world's
largest pools of talented developers, favorable cost of
living, and thus capital efficiency. This has resulted in a high
concentration of world-class Enterprise Tech and Deep
Tech, for instance.
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In 2020, we reached a record in terms of the average
value of VC investment ticket in our market, achieving a
jump of 52% compared to 2019. This demonstrates the
unrelenting optimism in investors' perception towards
the Polish start-up ecosystem. The second half of 2020
was characterized by stable growth, rebounding from
the 2Q20 bottom caused by the COVID-19. In 4Q20,
the average value of VC deals in Poland was slightly
below EUR 1m, a modest decrease compared to 3Q20.
On the other hand, the median value of VC deals in the
last quarter of 2020 increased slightly after 3Q20. Due
to the multitude of preseed/seed deals and the
investment ticket of funds from NCBR programs, it
remains around EUR 0,2m.

In the calculation for the average transaction value, we did not include outliers. For the median, we counted all rounds.
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The data for the last 2 years draws a clear picture of
Poland as a growing startup ecosystem – year-over-year
growth occurred at every stage of funding, while
particulrarly notworthy is the doubling in size of the
Series A financing (26 deals in 2020) and the tripling of
Series B financing (6 such investments in 2020). This is a
result of the increased number of the earliest Pre-Seed
and Seed rounds – 2019 saw a significant increase when
244 'Seed' deals took place. Moreover, this trend
continued a year later when, despite the pandemic, we
saw as many as 278 such rounds.
Looking at these figures, I am confident that this year
will be even more abundant in both early investments
and larger rounds (B+) that will also be discussed
abroad. At Inovo, we are investing early, so we have a
lot of work ahead of us!

(1) The charts do not include outliers
(2) A particular transaction has been allocated based on predominant private or public-private financing
(3) International funds transactions include all transactions in which participated at least one international fund
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(1) The charts do not include outliers (2) A particular transaction has been allocated based on predominant private or public-private financing (3) Transactions of
international funds include all transactions in which at least one international fund participated (4) Part of the transactions classified as "PFR Ventures" came from the
PFR NCBR CVC program co-developed with the National Centre for Research and Development (5) Some of the transactions in the "PFR Ventures" category were
also co-financed by BGK funds

PFR’s strategy in the Polish market has
enabled the ecosystem to become
more aware of nuances that come with
venture and attracted talent and
funding across the world.
We are also starting to see a number
of companies graduating from the preseed/seed stages to series A/B
companies, which is a sign that the
ecosystem is starting to flourish and
we expect an increase of larger rounds
to take place in 2021. Finch remains
very enthusiastic about Poland and
recently invested into SMEO a Polish
factoring company.

"EU" category does not include Germany. Financing from this country is presented separately.
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Local financing plays the largest role in our market. In
2020 its share in the value of transactions decreased
from 58% in 2019 to 52%. However, it was
accompanied by a significant increase in the total value
of investments – from EUR 161m to EUR 276m*. In Q4,
Polish funds provided as much as 65% of capital. This
may be the result of the successful closure of many
transactions, which were delayed due to the pandemic
situation in previous quarters.
Local funds have deepened cooperation with foreign
partners – the share of co-investments with
international funds increased from 14% in 2019 to 27%
in 2020. Quantitatively speaking, it accounted for an
increase by more than EUR 50m. This is a very good
sign for Polish startups, which will be able to receive
more support from existing shareholders when raising
capital abroad in future financing rounds.
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Over the last five years, the European market has changed
dramatically. Two distinct trends can be noticed. First,
Polish funds started to invest without looking at
geography. Second, many teams started investing earlier.
Both trends increase competition in the market. Every
investor is faced with a choice: invest in the best
companies regardless of geography and stage or operate in
a local ecosystem.
Managers of funds that have made foreign investments are
looking for companies all over Europe. They want to invest
not only in the best companies but also with the best
investors. The increase in the number of foreign
investments by Polish funds is comforting. I expect that in
the coming years there will be more of these investments.
The key to further growth will be the Polish funds' access
to resources that do not impose geographical restrictions.
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CVC investments are growing in Poland for two reasons. First, corporations have access and the opportunity to invest long-term.
Second, technological change in many industries is becoming a challenge even for the largest companies enjoying the privilege of being
market leaders. CVC funds are a good way to multiply capital, but mostly they are a way to the world of radical innovation that is
difficult to develop by internal units of a corporation. At today’s pace of change caused by technology, mini-enterprises may replace
current leaders within a few years. That is why it is so important to keep your finger on the pulse of this innovation. A CVC fund is
amongst the most effective ways to do this.

Question marks have been placed on funds or corporations that participated in investment rounds that have not yet been disclosed
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Entrepreneurs are increasingly demanding – and rightly
so! Among them, there is no shortage of people from
consulting or ex-employees of top startups. It is a
challenge for many local funds that are unable to provide
founders with anything but money.
The long-term winners will be the funds that not only "do
no harm" but give value to the entrepreneurs and help to
step on the gas like Y Combinator or Andreesen
Horowitz-level investors. The founders who have raised
SMOK Ventures funding include many serial
entrepreneurs, and 75% of them have successful exits in
their careers, which gave profits for the fund. Now they
are working on new projects and want to grow with a
partner who has an international network to help them
go global.
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We describe the largest deals above, not including outliers: Booksy, Brainly, ICEYE
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One out of four startups that has received VC funding is
involved in developing innovations in the area of health.
These are not only scientific projects (such as BioMed
Academy graduate Biotts), but also ventures that aim to
revolutionize the current system of healthcare (such as
Jutro Medical, founded by a graduate of PFR's Pioneer
School educational program) or increase our awareness of
the condition of loved ones (such as SiDLY). It is unclear
how COVID-19 affected the funding of these projects
because a significant number of them was already in the
development before the epidemic and was attracting
investors' attention. Although the coronavirus pandemic
has crippled parts of the economy, many HealthTech startups are booming. It's also possible that the sudden security
lapse has mobilized some funds to make quicker decisions.

Industries were profiled based on Dealroom catalog; Source: "Polish and CEE tech ecosystem outlook" Dealroom x PFR, PFR Ventures analysis

In 2020, we have seen an unprecedented rise
in the popularity of online education. Remote
learning has forever changed how students,
parents, and teachers use learning resources
and has allowed the market to grow by about
2-3 years in just a few months. Large
investments in products offering online
education, such as Brainly, have followed suit.
With its 2020 D round and raising USD 80m in
it, Brainly will be able to grow even faster in
international markets and accelerate the
deployment of new educational products for
the 350 million students and their parents
worldwide who already use our services.

Source: dealroom, Pitchbook, media reports, PFR Ventures analysis

2020 was a landmark year for us, even though it wasn't the
easiest one. The global wave of strict restrictions also affected
the beauty & wellness market to a large extent, and a significant
part of the revenues was drifting away from ou every week. We
quickly decided to cut costs while developing additional sources
of income at the same time. Hence, for already some time now,
Booksy has been able to arrange appointments in e.g. financial
institutions or at mechanic shops.
As economies started to return to normal, many service providers
appreciated the ability to manage their calendar and visits easily,
and we quickly recovered and even outperform pre-pandemic
levels. We end 2020 with two significant events – we raised over
USD 70m in a Series C led by Cat Rock Capital, as well as merged
with Versum, making us the world's largest marketplace in our
sector. Let's hope this year is even better!

Source: dealroom, Pitchbook, media reports, PFR Ventures analysis

When we became the lead investor in Booksy's Seed
round at the end of 2015, the leading method of making
appointments in the beauty & wellness sector was a
phone and a piece of paper. Today Booksy is the largest
and most popular appointment booking app in this
segment worldwide, and in our country, it is used by up
to 40% of Poles.
During our recent Series C round, we decided to
liquidate a portion of our package to guarantee a payout
to our investors. We earned over 10x on the part of our
inital investment we sold. It is worth noting that we still
own almost 80% of our shares and we believe that in the
coming years' Booksy will surpass the unicorn status and
win the online appointment market.

•
•
•
•

Stay ambitious,
we have your back.
If you’re early stage, building something
great, and want to join the community of top
founders from Poland – let us know.
pitch@inovo.vc

