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Foreword

Heartcore Capital is an 
early-stage venture capital firm 
focused on consumer technology 
investments. Based out of 
Copenhagen, Berlin and Paris, and 
investing across the continent, we 
pour our heart and soul into helping 
founders build category-defining 
consumer technology businesses 
from the ground up. Since starting 
in 2007, we have raised five funds 
totalling €530m in assets under 
management and backed more than 
70 founding teams, in most cases 
as the first institutional investor 
to believe in them. Our portfolio 
companies have created over 
€4bn in enterprise value for their 
shareholders, tens of thousands of 
jobs for their employees, and most 
importantly, they have changed the 
way European — and sometimes 
global — consumers chose to 
spend their time and their money. 

We’re proud to have played a part in 
their success.

At its core, our investment 
thesis is simple: we look for 
companies leveraging technology 
to give consumers ‘superpowers’ 
— the ability to do things that mere 
decades ago looked beyond human 
capacity. We believe this is the 
eternal promise of technology and 
the internet: to change markets by 
putting power into the hands of the 
consumer. 

Every time a technology finds 
a new way to help people better 
achieve their aims and fulfill their 
desires, there is an opportunity 
to build a category-defining 
brand; one that lets us leverage 
technology to become more of who 
we really want to be. This is true 
across the spectrum from retail to 
finance, real estate to healthcare, 
food to travel or entertainment. At 

Heartcore, we focus 
on consumer-facing 
companies, but take a 
generalist approach to 
categories.

As students of the 
consumer economy, we 
think deeply about how 
tastes and preferences 
evolve and how these 
shape consumer 
spending patterns. 
In 2019, to share our 
insights, we launched 
a weekly newsletter on 
the consumer economy 
(getrevue.co/profile/
Heartcore). A year later, 
we are now publishing 
our first long-form 

report, which consolidates our 
thoughts on where these industries 
are headed.

We wanted to combine 
quantitative analysis of the 
consumer technology ecosystem 
with predictions on where we see 
these markets heading, and an 
articulation of our investment theses. 
It is intended as an opinionated 
but data-driven commentary on 
the most important 
consumer spending 
trends across 
categories. 

The first part of 
this report looks at 
important vertical 
consumer categories, 
before we move  in 
the second part to 
more abstract and 
horizontal consumer 
trends that are 
unfolding. We have also invited a 
guest contributor to lay out the 
trends they are most excited about 
throughout the report. We are 
thrilled to have Dan Frommer, author 
of the excellent The New Consumer 
newsletter and friend of Heartcore, 
contribute to this first edition. His 
weekly commentary is one of the 
most insightful pieces of content 
on the consumer economy and we 
encourage you to subscribe. In the 
words of Dan, “it’s a weird time to 
be alive, but it’s a great time to be 
a consumer!”

We hope you’ll enjoy this report.

The Heartcore team
Copenhagen, Berlin, Paris
2020, February 21st

We look for 
companies 
leveraging 
technology 
to give 
consumers 
‘super-
powers’

Source: Eurostat



4 CONSUMER TECHNOLOGY TRENDS 2020

Give me the big picture — 
what’s the state of consumer, in 
the US versus Europe?

As Europeans, it’s easy to see the 
glass as half empty — but Europe is 
actually the world’s second largest 
consumer market and, if you include 
government spending, Europe is 
actually on par with the US. 

Another big difference between 
Europe and the US or China is that 
wealth is more evenly distributed; 
the middle class is quite a bit bigger.

In the US there is a lot of focus 
on the top 10% of consumers. 
In Europe the picture is more 
balanced. We have this investment 
thesis called ‘The Bottom 90%’ 
— we particularly like to invest in 
companies addressing the rest of 
the population.

What’s a good example of that?
We recently invested in French 

company La Fourche. It’s a grocery 
retailer structured as a members 
club; people pay for the right to 
shop there. It sells only organic and 
natural products — food, beauty, 
cleaning, baby care — then sells 
them at a very small margin — at a 
discount of 30-40% to the price at 
the local supermarket.

It’s a good example of how 
you can democratise sustainable 
consumption. The top 10% of the 
population is used to buying organic 
products, but in many European 
countries that’s still a privilege of 
the top 10%. La Fourche is really 
changing that.

How are consumer brands 
adapting to rising customer 
demand for sustainable products 
and more environmentally-friendly 
goods and services? And not just 
for the 10%?

Sustainability is having a cultural 
moment, big time. It’s one of the 
most — if not the most — important 
shifts happening at the moment. 

Now companies and investors 
like us think that it’s not just the 
right thing to do, but the only thing 
to do. If you’re a consumer-facing 
business, it’s what consumers are 
saying loud and clear.

We’ve gone far down the path 
of consumerism, defining ourselves 
by our purchasing power. Now we 
realise that we can vote with our 
wallet, and make a difference with 
how we consume. The younger 
generation feel like they’re making 
a difference through the stuff they 
buy.

What are some good European 
examples of consumer brands 
that have sustainability baked into 
them — and aren’t more expensive, 
or less convenient?

People associated sustainability 
with a trade off — it was always 
less convenient or more expensive. 
That’s changing as we see 
companies making sustainability 
sexy and less exclusive.

A good example 
in the UK is energy 
company Bulb, which is 
growing phenomenally 
fast because people 
want their energy to 
be clean — but not 
necessarily more 
expensive. La Fourche 
is also an example 
of that; it’s cheaper and more 
convenient because it’s shipped to 
your door. Why would you not do it? 

Another example I like is French 
company Backmarket, which is 

Yacine Ghalim, Partner 
at Heartcore Capital, in 
conversation with

We can 
vote with 
our wallet, 
and make a 
difference 
with how we 
consume
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built on the premise that many 
people would rather buy consumer 
electronic devices second hand, 
refurbished or reconditioned, but a 
little bit cheaper than if they were 
new — with the added benefit that 
they’re not producing something 
new or using more resources. It’s 
on a phenomenal growth trajectory 
and it’s really nailed this idea of 
making sustainable sexy. 

How important is trust, these 
days? What are some examples of 
the impact trust has on consumer 
brands?

It’s super important. We’re right 
in the middle of a trust crisis in the 
consumer economy. That’s why we 
think it’s a particularly interesting 
time. It creates what we call trust 
gaps, where startups with a fresh 
tone, which talk the same language 

as consumers, 
can emerge and 
exploit those gaps. 
Entire consumer 
categories can 
be reshuffled 
or redefined by 
upstarts. 

Companies like 
Lillydoo, which 
sells skin-friendly 

babycare, promise the consumer 
how their product is going to be. 
If it so happens that the promise 
is not 100% fulfilled, the important 
thing is to be upfront about it — 
very transparently say we made a 
mistake, we’re going to make it right 
and this is how. 

At the end of the day everyone is 
human, everyone makes mistakes, but 
what consumers hate is companies 
that try to hide their mistakes.

What’s another trend that you 
find super interesting? 

In many areas renting is 

becoming the default. Before, if 
you could afford something you 
would own it, not rent it. Today, 
that’s changing for cars, houses, 
toys, furniture, clothes and 
electronic devices. It shows that, as 
consumers, our value system has 
changed a bit. Consumers value 
flexibility a lot more, and ownership 
is less of a status symbol.

What kind of an investor are 
you? What is your relationship with 
founders and portfolio companies 
like? 

We’re conviction-based and 
thesis-driven; we know what we like, 
so when we see it in front of us we 
can recognise it quickly, make a 
decision fast and embrace risk. We 
like to think of ourselves as fairly 
independent thinkers. 

Besides that, we stand for two 
things: we’re a consumer-only 
tech investor in Europe and we 
put founders first. That’s how we 
behave in good and bad times. 

We’re the coach, not the athlete; 
founders are the athlete. We’re here 
to help you grow your company, 
grow as a leader and realise your 
full potential. That’s our modus 
operandi. 

We like to be the first one you’d 
call when things are going well or 
when things are going badly. We’re 
good guys, we’re not here to screw 
people over. 

Other than that, we do what 
everyone else is doing — help with 
strategy, fundraising, recruiting 
— but we think we do it better for 
consumer-facing companies. When 
you only do one thing you tend to 
become better at it; your network 
caters to it, your experience is 
more directly relevant and because 
our portfolio companies are fairly 
similar they can help each other 
out.

How do founders help each 
other?

It’s a work in progress, but 
something we’re putting a lot of 
effort into. People like to meet in 
person, so we organise topical 
events, either by function or by 
industry, for example bringing all 
our healthcare chief executives 
together to talk about what it’s like 
to build a healthtech startup. How 
do you handle scientific research? 
What about public communication?

 
How are you as a firm seeking 

to become more diverse, in terms 
of your team, and your portfolio? 
And why? 

In the partnership, we come 
from many countries, ethnic 
backgrounds, religions, speak many 
languages — but also we come from 
very different social backgrounds. 

We need to invest to change the 
status quo for different categories 
of people. If those categories are 
not represented within our team, 
it’s a lot harder to really feel that 
something is interesting and could 
be transformative. 

It’s a problem in the venture capital 
industry as a whole, this lack of 
diversity, because 
it leads us to invest 
in the same types 
of companies. Most 
venture capitalists 
are fairly wealthy, live 
in urban areas, are 
short on time and so 
value convenience 
a lot. But that’s not 
the case for most 
of the population. 
If all funds are similar, it’s difficult to 
see something great that answers a 
completely different set of needs. 
That’s why it’s super important as a 
consumer investor to make diversity 
a core component of your strategy.

Consumers 
value 

flexibility a 
lot more, and 

ownership 
is less of a 

status symbol
It’s important 
as a consumer 
investor to 
make diversity 
a core 
component of 
your strategy
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Introduction

L ast year was an eventful 
ride for the consumer 

technology sector. Household 
names such as Uber, Lyft, Pinterest, 
Peloton, Beyond Meat, Revolve 
and The RealReal listed publicly, 
totalling $131.9bn of combined 
market capitalisation. There were 
significant consumer merger and 
acquisitions (M&A) transactions: 
PayPal acquired Honey for $4bn, 
Google bought Fitbit for $2.1bn 
and Uber purchased Careem for 
$3.1bn. Lastly, a lot of high-profile 
consumer companies raised pre-
listing funding rounds on the private 
market. While some of these initial 

public offerings disappointed 
public markets, the overall picture 
was positive; 2019 was the highest 
consumer tech exit year on record 
since 1995.

We think the trend has only just 
begun. The next two decades will 
reshuffle the consumer economy 
more profoundly than the last two 
and category-defining companies 
will be built. While almost everyone 
in the West is online, most of our 
spending still is not. Retail is one 
of the categories that yielded 
most easily to the internet’s ‘end-
user revolution’. But in Europe, 
e-commerce only accounts for 9% 

of retail sales and less than 5% of 
total consumer spending. In China, 
by comparison, 
25% of retail sales 
happen online and 
its e-commerce 
industry is still 
growing 24% year-
on-year. Europe will 
get there; it is not if 
but when.

Major consumer 
categories such as 
housing, healthcare, 
education and food have barely 
been scratched. In mature 
categories like travel, finance or 

The next two 
decades will 
reshuffle the 
consumer 
economy more 
profoundly than 
the last two

Source: S&P Capital, Pitchbook, Sapphire Ventures Source: Statista, McKinsey
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Source: Eurostat, 
Inclusive Development Index

Source: World Bank, OECD

entertainment, novel kinds of online 
businesses are being built — they 
are more vertically integrated, 
tackling harder problems and 
building bigger moats.

The new wave of disruptive 
companies will not go unnoticed 
by incumbents. Several consumer 
categories face an unprecedented 
trust crisis, especially in finance, 
food (with write-downs of major 
food groups’ brands), healthcare, 
fashion and media. In some 
industries, incumbents are facing 
regulatory pressure that threatens 
to break their monopolies; the 
Payment Service Directive (PSD2) is 

one example of an existential threat 
to large banks. Finally, incumbents 
are sitting on more cash and 
disposable assets than ever before. 
All in all, it is reasonable to expect 
large consumer incumbents to 
snap up challengers and expand 
their product portfolios into new 
growth areas with more and larger 
acquisitions.

There are good reasons to be 
optimistic about the European 
consumer economy. With 500m 
consumers spending an annual 
$10.6tn, Europe remains the 
world’s second largest consumer 
market, narrowly trailing the US 

and well ahead of China. On 
balance, income and consumption 
is more widely 
distributed among 
the population 
in Europe, with 
a larger middle 
class and less 
income inequality 
than the US 
or China. And 
despite the 
wave of popular 
protests observed 
throughout the continent in 2019, 
European consumer confidence is 
not far off historical highs.

Incumbents 
are facing 
regulatory 
pressure which 
threatens to 
break their 
monopolies
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Vertical 
trends
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W hen American retail 
brands Warby Parker and 

Everlane launched in 2010, few 
observers predicted the explosion 
of direct-to-consumer (DTC) 
startups that would emerge over 
the next decade. Enabled by new 
infrastructure (in particular Shopify, 
Stripe and third-party logistics 
providers) and novel social media 
marketing channels, these brands 
often target niche verticals or 
particular demographics. 

Initially, startups promised to 
cut out the middleman and provide 
unrivalled value relative to traditional 
brands. Now, many companies 
make claims about sustainability, 
transparency, wellness, lifestyle or 
identity. Each vertical has dozens 
of venture-backed competitors, and 

often hundreds more that are self-
financed. 

All of this benefits consumers, 
who have more choices. 
Founders have spent big with the 
infrastructure providers: Shopify 
now has a market capitalisation of 
$61bn, the digital payment group 
Stripe is valued at $35bn, and the 
marketing duopoly of Facebook/
Instagram and Google/YouTube 
reign supreme in the Western world.

But the influx of larger marketing 
budgets amid slower-growing 
internet audiences has increased 
advertising prices, in some cases 
to the point of zero or negative 
marginal returns. In other words, 
the lack of fixed costs from having 
a base of stores has been more 
than offset by the increased cost of 

online marketing. 
As a result, 2019 saw many brands 

pivot to omnichannel: some with 
pop-up shops, others with glitzy 
flagship stores, 
or with in-store 
experiences made 
for Instagram. In 
established stores 
the aisles are full 
of upstart brands. 
In line with this 
strategy, recent 
A. T. Kearney 
research suggests 
that over 80% 
of Gen Z prefers 
shopping in-store 
to online.

Early investors are advising 
founders to do three things: firstly, 

Retail and e-commerce 
Reality bites

Larger 
marketing 
budgets 
amidst slower-
growing 
internet 
audiences 
has increased 
advertising 
prices

Image: La Fourche
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build an audience (or better yet, 
a community) before launching 
a product. Next, keep capital 
efficiency high: don’t get addicted 
to venture capital cash. It might 
be better to grow more slowly 
but profitably in a world skeptical 
of the overall viability of your 
business model. And finally, focus 
on retention. It’s easier to sell to 
the same customer again than to 
acquire someone new. 

However, the optimal size of a 
brand in the digital age might just be 
smaller: tens of thousands of niche 
ventures may bloom (though most 
should probably not be venture-
backed). The frontier seems to be 
in mass personalisation, or at least 
large-scale experimentation to find 
the positionings that work. 

This will be a tough year for 
direct-to-consumer brands. 

Consumers are 
demanding more 
innovation from 
new brands; 
influencers are 
pickier about 
who they work 
with; and venture 
capitalists have 

pulled back. A flashy Shopify store 
that sells the same private label 
product as dozens of other shops is 
unlikely to be enough. 

I am what I buy

In a world of relative abundance, 
consumption choices are one way 
to establish identity. The recent 
VSCO girl trend illustrates a new 
take on beauty: that less is more, 
that it is cool to be frugal and that 
mid-market brands with a social 
conscience are preferable to 
wasteful luxury. 

Piper Jaffray’s teen survey 
reports a drop of over 20% in 

spending on make-up. Large brands 
are already responding by focusing 
on skincare and wellness products 
to retain market share. Attention is 
shifting towards natural cosmetics 
that are vegan, use sustainable 
packaging and allow users to stick 
to a cruelty-free pledge.

Last year heralded a rise in 
conscious consumerism, and 
climate change and environmental 
responsibility remained the biggest 
items on the agenda. Besides travel, 
retail is the consumer sector with 
the most waste and largest carbon 
footprint.

Corporates are striding boldly 
into activism. Nike’s bet on Colin 
Kaepernick in late 2018 seems to 
have paid off, while Gillette’s take 
on toxic masculinity backfired. The 
jury is out on other woke corporate 
marketing campaigns, from Sports 
Illustrated’s burkini issue to Burger 
King’s mental health awareness 
meals.

Sexual self-determination, 
gender fluidity and trans rights 
are top of the corporate activism 
agenda and are slowly finding their 
way into product development. 
H&M and Sephora both launched 

Pride collections and other major 
retailers and brands are planning to 
follow suit in 2020. 

We expect this 
year to reveal 
surprising trends. 
Times of increased 
volatility will lead 
some consumers to 
favour the known 
— local or national 
brands, childhood 
favourites and nostalgic moments. 
A pivot to superficial traditionalism 
is visible in national populist 
movements across the world. We 
are hoping for more brands that 
seek to unite instead of divide us. 

Outside the Amazon 
kill-zone: emotional 

connection and 
community

Mirroring the rise of Google and 
Facebook in marketing, the retail 
story in 2019 was Amazon’s ever-
growing dominance. The company’s 
revenue is rising at 30% year-on-
year, surpassing $280bn in 2019. It 
now accounts for more than a third 
of all US e-commerce orders.

This will be 
a tough year 

for direct-
to-consumer 

brands

Image: Boozt

Consumption 
choices are 
one way to 
establish 
identity
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At just shy of $300bn in 
gross merchandise volume 
(GMV), Amazon now sells more 
on its marketplace than in direct 
e-commerce. It is growing its search 

business too, 
clocking up more 
than 50% of 
product searches 
in the US. When 
you know what 
you are looking 
for, you don’t use 
Google — that’s a 
massive change 
in the consumer 

economy. Amazon’s advertising 
business made $10bn in 2019 by 
selling placement to other brands 
and retailers. 

The company earned this scale 
by doing lots of different things 
very well: logistics, selection 
(merchand is ing/assor tment ) , 
convenience, price, trust. It is 
now profiting from scale through 
ruthless price negotiations, 
launching private brand labels to 
compete with existing sellers and 
getting paid for listings. 

Amazon enjoys structural 
advantages in scale, capital, data 
and probably talent, but there are 

many other factors affecting how 
people shop: whether it’s through 
friends, influencers, by falling in 
love with a brand’s narrative, or by 
joining a community of like-minded 
individuals for whom a brand is an 
expression of belonging. 

For example, Heartcore portfolio 
company Lillydoo, one of Europe’s 
fastest growing direct-to-consumer 
brands, offers high quality diapers 
and skin care products for babies. 
It supplements these physical 
products with an online and 
mobile offering that lets new and 
experienced parents learn more 
about how to best care for their 
little ones.

This is what direct-to-consumer 
companies should be working 
towards. In their early stages, 
experimentation to explore what 
helps people fall in love with a 
product is the most important thing. 
What gets them to not just join a 
community, but to build it? What 
causes them to set up Facebook 
groups, refer their friends, and 
come back to buy again and 
again? It is this authentic emotional 
connection that brands wanting 
to survive in the age of Amazon 
should be striving for.

Reimagining bad customer 
experiences

Why should a visit to the dentist 
be miserable? Why should you 
hate your insurance company? 
The consumer-first world means 
the freedom to choose the best 
experience, and entrepreneurs 
are realizing that’s an opportunity 
to tackle large markets that have 
historically treated people poorly. 
For instance, Tend is a New York-
based dental studio that looks 
and feels unlike any other. But it 
also compensates dentists based 
on repeat business and customer 
satisfaction, not just how much 
“work” they order. Hippo is another 
example, offering home insurance 
with a smart, simple signup flow and 
modern coverage options.

What I’m excited 
about in 2020 

Dan Frommer

Headquarters: Frankfurt

Founded: 2015

Key statistic: More than 
100,000 subscribers

Online provider of baby care 
products

2017 investment

Amazon 
now sells 

more on its 
marketplace 

than in direct 
ecommerce

Image: Lillydoo



12 CONSUMER TECHNOLOGY TRENDS 2020

T he shift to food delivery is 
a multi-decade consumer 

trend, as one of the largest spending 
categories moves online. Top-line 
growth remained explosive in 2019. 
Uber Eats is now equivalent to 
around 25% of Uber’s ride business 
and growing 70% year-on-year, 
three times faster than rides.

The popular view is that two-
sided network effects make for a 
‘winner-takes-all’ dynamic in food 
delivery, with access to capital 
key to success. Hence, we’ve seen 
all major aggregators either raise 
mega-rounds of funding (Postmate, 
DoorDash, Deliveroo, Glovo, Wolt) 
or go public (Uber) and the platform 
war further intensified. As is often 
the case with ‘blitzscaling’, the 
flipside is deteriorating underlying 

profitability. 
Looking ahead, there is no 

sign of improvement. Consumers 
increasingly regard delivery 
platforms as interchangeable 
and loyalty is low. Restaurants are 
breaking away from exclusivity deals 
and seem to have the upper hand in 
negotiations. Google is also entering 
as a meta-aggregator (think Google 
Maps for ride-hailing) and white-
label networks are starting to work 
directly with restaurants that have 
enough brand awareness to attract 
consumers directly. 

We expect margins to compress 
further, and to see significant 
horizontal consolidation to unlock 
economies of scale (think of the 
€6.9bn deal between JustEat and 
Takeaway); or vertical integration to 

capture more of the value creation in 
the entire stack (see Delivery Hero’s 
acquisition of Honest Food, for 
instance). Long term, it remains to 
be seen whether the capital markets 
will deem that these platforms are 
meant to be standalone businesses, 
or bundled within larger consumer 
offerings. Will we ultimately see 
an Uber + UberEats + Jump all-
inclusive subscription, for instance? 
Or Deliveroo as part of Amazon 
Prime?

The rise of delivery platforms 
was the ‘app-store moment’ of food 
delivery. By building driver networks, 
they provided the rails for the 
restaurant industry to scale online. 
Between 2017 and 2019, an entirely 
new value chain emerged in the 
food delivery ‘stack’ as companies 

Image: Taster

Food 
The new restaurant stack
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transformed different layers of 
the restaurant value chain for the 
delivery age. 

Some are disrupting the real 
estate layer, with the likes of 
CloudKitchen, Kitchen United, 
Virtual Kitchen Co and ParkJockey 
creating purpose-built shared 
kitchens for delivery-only 
restaurants. They variabilise capital 
expenditure into operational 
expenditure for their customers. 

Others, like Kitopi and Deliveroo 
Editions, are ‘kitchen operators 
for hire’, offering restaurants the 
chance to outsource elements of 
their operations including staffing, 
supply chains and even cooking. 
This crop of companies is betting on 
economies of scale to structurally 
reduce the cost of goods sold and 
operational expenditure. 

Finally, at the ‘application layer’ 
a new breed of online restaurants 
is building and franchising brands 
and technology tools purposefully 
catering to this new paradigm. 
Heartcore portfolio company Taster 
is a prime example of that. 

The borders between these 
layers are blurred, and it’s unclear 
where the value will accrue in the 
new stack, but given the magnitude 
of the shift, we believe that multi-
billion dollar companies will be built 
at each layer.

Grocery shopping is 
moving online: ‘big-box’ 

won’t drive the shift

Groceries are another big 
consumer spending category at 
the start of a multi-decade online 
shift (2.5% online penetration in 
Europe in 2019). Despite numerous 
attempts, Amazon has been unable 
to make significant strides and 
doesn’t look like an obvious winner 
in this sector. Incumbents are also 
facing challenges. The heavy cost 
structure inherited from the massive 
offline infrastructure that companies 
have invested in over past decades 
is becoming a burden. Consumers 
don’t trust them. And they have no 
direct line of communication with 
consumers. 

We believe the ‘big-box’ retailer 
model built in the 1950s is being 
unbundled, as we start to see 
new players take on subsets of 
the grocery market. Convenience 
purchases might be better done on 
new dedicated platforms that are 
building local delivery infrastructure 
(take Getir’s on-demand 
franchise model in Turkey, Glovo’s 
multipurpose driver network, or 
Picnic’s nextgen milkman model). 

Pantry shopping for staples might be 
better done by pure online providers 
with centralised warehousing, 
considering the products’ long shelf 
lives and the reduced need to touch 
and feel them 
(examples include 
Thrive Market, 
La Fourche — a 
Heartcore portfolio 
company — Grove 
Collaborative and 
to a large extent 
Boxed). Finally, 
consumers might 
prefer to buy fresh products from 
dedicated providers, and we are 
seeing the emergence of new 
‘farm-to-table’ models (Mercato, 
GrubMarket).

Turn on and tune 
in: nootropics and 

adaptogens are more 
than a wellness craze

Humans have always sought 
plants, herbs and natural 
ingredients such as caffeine to 
increase alertness and support 
mental, physical performance and 
endurance. Today, that ancient 
urge is playing out in the rise of 

Headquarters: Paris/London

Founded: 2017

Key statistic: 1 million meals 
served to date

Franchise of online 
restaurant brands built for 

delivery

2018 investment

The ‘big-
box’ retailer 
model built 
in the 1950s 
is being 
unbundled

Headquarters: Paris

Founded: 2018

Key statistic: 50,000 boxes 
shipped in a year

Members-only online 
buying club for organic and 

natural staples

2019 investment
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nootropics and adaptogens. The 
former promise to improve cognitive 
functions like memory, creativity or 
motivation, while the latter help the 
body withstand stress and bring 
the mind and body into balance 
by regulating the hypothalamic-
pituitary-adrenal (HPA) axis. 

These have a long history in 
Eastern healing 
traditions like 
Ayurveda, and 
biohackers have 
tinkered with 
both for decades, 
especially in 
Silicon Valley. 
Now, mainstream 

consumers are increasingly open 
to experimenting, whether with 
traditional forms like pills or more 
innovative drinks and food, and a 
crop of companies has emerged. 
The science is still evolving but we 
think the trend is here to stay. 

Alternative proteins: 
full up?

Alternative protein has been 
hyped for years and in 2019 plant-
based meat went mainstream. 
Beyond Meat had a high-profile 
public listing, with a spectacular 
increase in share price that defied all 
fundamentals (+850% between May 
and July), followed by an equally 
spectacular decline. Its stock had 
something of a cult following, akin 
to Tesla, showing how culturally 
relevant the plant-based movement 
has become. Impossible Foods, 
another plant-based meat substitute 
group, also had a big year, and major 
traditional food groups including 
Kelloggs, Kraft Heinz, Nestle and 
Unilever have announced their own 
meat-free initiatives. 

Can new startups compete on 
product innovation and get the 
distribution right? We expect the 
enthusiasm around plant-based 
meat and dairies to become more 
discriminate as consumers discover 
that these highly-processed 
alternatives are oftentimes less 
healthy than their animal-based 
counterparts. The science of 
laboratory-grown meat or ‘cellular 
agriculture’ is making slow and 
steady progress, but feels distant 
from consumers, perhaps seven to 10 
years away from meaningful scale.Mainstream 

consumers are 
increasingly 

open to 
experimenting

Bringing the world’s best to you, 
wherever you are

What I’m most excited about are 
the food and consumer startups 
taking a product, totally rethinking 
it from the supply chain onward, 
and creating a great modern brand. 
I’m talking about businesses like 
Brightland and Fat Gold olive oil, 
Diaspora Co. turmeric and Indian 
spices, and Yes Plz coffee. In 
contrast one of the least inspiring 
trends is the increasing faux 
“functionality” of beverages and 
foods, as seemingly every item in 
the refrigerator has a sprinkle of 
something “functional”  — CBD, 
collagen, charcoal etc.  — added to 
it. Maybe that’s what buyers think 
people want, but it feels like phony 
wellness to me. Unless products are 
genuinely adding value, consumers 
are bound to see through false 
marketing claims eventually.

What I’m excited 
about in 2020 

Dan Frommer

Image: BeyondMeat
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L ike all disruptive innovators, 
Airbnb was an anomaly. Who 

would have thought, a decade ago, 
that sleeping in people’s spare 
rooms could pose a significant 
challenge to well-established hotel 
brands?

Last year brought movement 
in the accommodations sector, 
particularly with new brands 
building on Airbnb ‘as a platform’. 
Lyric, Sonder, Domio, Blueground 
and Stay Alfred are among 
those repurposing apartments, 
especially in new developments. 
For consumers, they provide a 
hybrid between the amenities of a 
hotel and the more spacious, often 
cheaper rooms on Airbnb. 

Property developers, until 
recently skeptical of Airbnb, have 

embraced the new providers, 
drawn by the prospect of renting 
out several units, or even entire 
properties, at once. Regulatory risks 
abound as cities deal with ‘wild 
hotels’ and neighbours complain of 
the noise and disruption of constant 
guest turnover. However, consumer 
reviews are often enthusiastic 
and we believe that all of Airbnb’s 
active markets will see continued 
professionalisation of its merchant 
base.

European competitors, such as 
Cosi in Berlin, have attracted seed 
funding, while US-based Sonder 
has expanded to several European 
locations. From an investor’s 
perspective, the core concern 
is fixed-term rental costs and 
fluctuating revenue per available 

room in an industry highly sensitive 
to economic cycles. 

Arguably these businesses are 
more price-flexible than hotels, 
but nevertheless capitalisation will 
be a competitive advantage in a 
downturn. We are also seeing the 
rise of ‘alternative accommodations 
as a managed service’, in which the 
new brand is merely the operator, 
while risk (and upside) is pushed 
to the property owner. This mimics 
standard operating models in hotels 
and may be the winning formula 
eventually.

Another significant development 
in accommodations was the rise 
(and subsequent fall from grace) 
of Oyo Rooms in India. Perhaps 
the most hyped brand in travel 
globally in 2019, Oyo positions itself 

Image: GetYourGuide

Travel 
Journeying beyond Airbnb
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as an asset-light hotel company 
that seeks to provide technology, 
standard operating guidelines and 
distribution to the large number 
of mom-and-pop hotel properties 
in India, China and, increasingly, 
other Asian and even some Western 
markets.

Oyo has evolved rapidly over its 
lifetime and in 2019 listed 34,000 
operated properties with a total 
of 970,000 rooms available. That 
would put it second only to Marriott. 
Oyo’s reported headline growth 
was also impressive: from $229m 
in revenue in fiscal 2018 to over 
$1bn in 2019. That said, its losses 
have also widened dramatically, 
increasing more than five times to 
$370m in 2019. While Skift projects 
$2bn in revenue in 2020, on current 
operating margins the business 
would stand to lose over a billion 

dollars in 2020. 
SoftBank seems to 
have been advising 
the company to 
reduce its burn rate 
dramatically, with 
the chief executive 
circulating an 
internal email that 
set out deep cuts.

While we believe 
Oyo shows the sustained demand 
for new accommodation and ways 
to capture this demand online, 
travel remains a complicated and 
very local business operationally. 
Travel startups poised for hyper 
growth would do well to invest in 
operational expertise early on and 
not let headline numbers obscure 
the need for eventual profitability.

What they do when 
they get there

The other hot travel sector in 
2019 was in-destination tours and 

activities. Nearly every travel sector 
has leveraged the internet to provide 
a convenient booking experience — 
from flights to accommodation to 
car rentals to restaurant reservation 
— but tours and activities have 
lagged largely due to a fragmented 
global supplier base. Heartcore 
believes these ‘experiences’ are at 
the heart of consumer travel. We 
don’t necessarily care which airline 
gets us there, or what hotel we stay 
at. What gets us excited is what we 
do when we’re there. 

Heartcore backed GetYourGuide 
in its Series A in 2013 and the 
company now provides the 
world’s leading marketplace for in-
destination tours and activities. In 
2019, SoftBank led GetYourGuide’s 
Series E, with the company raising 
approximately $484m. Meanwhile, 
Asian competitor Klook has raised 
$425m from a consortium including 
Sequoia China and SoftBank. 

Incumbent travel industry leaders 
are responding. TripAdvisor bought 
Viator for $200m in 2014 and, after 
attempting integration, seems to 
be reversing course to operate it 
as a separate brand. Following its 
acquisition of activities booking 
software vendor FareHarbor in 
2018, Booking Holdings expanded 
its Booking Experiences product, 
which proposes tours and activities 
for travellers who have booked 
rooms through Booking.com. 
Expedia offers a “Things To Do” 
tab on its website and a concierge 
service using “Expedia Local 
Experts”.

Airbnb Experiences, featuring 
activities “hosted by locals” seeks 
to replicate previously unsuccessful 
attempts at a peer-to-peer activities 
marketplace. While much smaller in 
inventory, the experiences appeal 
to an Airbnb traveller who seeks 
activities such as cooking with 

locals or interacting with animals. 
The sub-sector is dynamic but, 

due to extreme fragmentation, we 
believe the large marketplaces have 
been built and distribution is now 
the key. 

Corporate travel, 
turned consumer

Travel isn’t only about holidaying; 
corporate travellers account for 
a quarter of the travel industry. 
Traditionally they have been served 
by enterprise-focused travel agents 
such as American Express Global 
Business Travel or Carlson Wagonlit 
Travel. Expedia acquired Egencia in 
2004 to build a digital corporate 
travel offering focusing on the 
customers of small and medium-
sized enterprises, adding Orbitz for 
Business in 2015, though feedback 
on the product was generally poor.

The rise in digital bookings has 
helped crystallise a new segment: 
the ‘unmanaged corporate’ travel 
account. Corporate travelers 
simply use consumer sites such 
as Kayak or Booking.com to book 
a trip on their corporate card. But 
while this is convenient from their 

Headquarters: Berlin

Founded: 2009

Key statistic: 30 million 
tickets sold

Online platform for booking 
tours, attractions and 
activities worldwide

2013 investment

Tours and 
activities 

have lagged 
largely due to 
a fragmented 

global 
supplier base



17VERTICAL TRENDS

perspective, companies have been 
irked by the lack of consolidated 
invoices, payment methods, 
expense management and the 
absence of control with no ability to 
track travel policies.

Two startups have emerged to 
address this issue: TripActions in 
California, initially targeting the US 
market, and TravelPerk (a Heartcore 
portfolio company) which is based 
in Barcelona and used mostly in 
Europe. Both allow the end-user to 
book and amend travel themselves, 
while providing consolidated 
invoicing, payment methods and 
corporate travel policies to satisfy 
their employers. 

Next-wave travel 
startups: package 

tours, revisited

While 2019 saw the demise of 
Thomas Cook, a provider of package 
tours and holidays, it also saw the 
financing, by Sequoia Capital, of 
Tourlane, a Berlin-based provider of 
customised travel experiences. This 
illustrates three key trends in travel. 

First, the internet has made it 
easy to start a travel company, 

particularly one reselling other 
people’s products. We are seeing 
a surge of tour providers, ranging 
from the custom, one-person yoga 
retreat, to websites that are a thin 
layer on destination management 
companies (the agent that helps 
arrange in-destination trips and 
takes care of travellers when they 
arrive). We are eagerly awaiting the 
launch of a travel Shopify to further 
enable these players to reach a 
wider market.

Secondly, an increasingly 
sophisticated consumer is 
interested in authentic, or at least 
unique, experiences — and willing 
to spend for it. Much of this is 
driven by the imagery of Instagram 
(although popular national parks 
and tourist hotspots are increasingly 
overrun with people trying to take 
the best photo). Operators are also 
marketing trips to those wanting to 
get off the beaten track — without 
getting stuck in the mud. 

Finally, as with the rest of the 

travel industry, the long tail of 
personalised package tours is 
largely enabled — and intermediated 
— by Google. Based on a universe of 
keywords, for example, Tourlane was 
able to put together a ‘customised’ 
tour of South Africa’s garden route 
— a favourite among German 
travellers and 
hence the right 
place to start for 
a new operator. 
In 2019, Google 
made more than 
$10bn in revenue 
from Expedia 
and Booking 
Holdings alone. 

We believe 
an explosion of travel tour operator 
brands will emerge in the next 
decade, much like what we have 
seen in direct-to-consumer retail 
over the last ten years. Whether the 
value accrues with the operators, 
new aggregators, or Google and 
Facebook remains to be seen.

Headquarters: Barcelona

Founded: 2015

Key statistic: 2500 
customers

Business travel platform 
reinventing the way that 
organisations manage 

business travels

2016 investment

An increasingly 
sophisticated 
consumer is 
interested in 
authentic, or at 
least unique, 
experiences

Image: GetYourGuide
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W eWork’s failed public 
listing cast a cloud over 

serviced real estate, but we still 
expect increased demand for new 
business models that change how 
we live and work. 

The global co-working operator 
had raised $22.5bn in debt and 
equity, opened 850 locations, and 
scaled to about 15,000 employees 
in 123 cities. But thin margins, 
sizable capital requirements and 
no realistic path to profitability 
proved a bad mix when trying to 
go public. Its failed public listing 
had ripple effects further afield, 
drying up access to capital for any 
company that couldn’t show a route 
to profitability at scale, and more 
so for those trying to innovate real 
estate with master lease models, 

debt and tech-enabled operations.
This won’t stop the music for 

modern real estate operator models. 
A low-interest environment means a 
lot of capital looking for yield. From 
a supply-side perspective, you 
can think of WeWork and others as 
specialised real estate managers 
able to optimise occupancy better 
than developers themselves. While 
any landlord can offer a desk 
and coffee at $450 per month, 
scaling this offering, while keeping 
occupancy in line, is hard.

A related sub-sector is co-living 
and short-term renting, including 
the likes of Sonder, Zeus and Life 
House. Notably in co-living, many 
are targeting young professionals, 
from Bungalow to The Collective 
and LifeX.

In 2020, we are watching out for 
the emergence of ‘full-service’ rent 
providers. People change location 
more frequently, feel lonelier, and 
increasingly favour access over 
ownership. But everybody wants 
to live in the city 
even as prices go 
up and up. We’ll 
see new providers 
building co-living 
concepts optimised 
for specific target 
groups. These not 
only include young 
professionals, but 
shared living for older people, 
serviced living for families, digital 
nomads, home workers, people 
of different interest groups or 
sustainable living concepts. 

Everybody 
wants to 
live in the 
city even as 
prices go up 
and up

Image: ZeroDown

Real estate 
Life after WeWork
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Whoever innovates for a specific 
target group — and has the capital 
and operational excellence to scale 
— can build a large business.

 

Rethinking real estate 
ownership

Consumers entering the real 
estate market as buyers face 
great difficulties. Real estate 
prices are rising faster than wages 
in many urban areas, fuelled by 
growing demand, undersupply 
and competition, including with 
institutional buyers. Transaction 
costs and equity requirements 
are high and markets are opaque. 
Real estate ownership is, as a 
result, declining in several large 
economies from the US and UK to 
Spain and Germany, especially for 
those under the age of 34.

Real estate ownership is not the 
first investment strategy for every 
household, given limited liquidity 
of the asset, debt burden and the 
true costs of ownership often being 
hard to anticipate. Nevertheless, 
it is an important cornerstone to 
achieving financial independence 
and providing security amongst 
retirees.

A new breed of companies are 
rethinking real estate ownership 
from the consumer perspective, 
and helping to democratise access. 
While the US real estate market is 
structurally distinct from Europe, 
innovative solutions there have 
gained traction in 2019 and lend 
themselves to being adapted 
across the pond. 

Companies such as ZeroDown 
and Divvy believe that buying 
real estate should feel like renting 

and are helping their customers 
access the market with little to no 
equity requirements. Figure and 
Point help users unlock home 
equity value faster and more easily 
than traditional second charge 
lenders do. Opendoor, Ribbon and 
Flyhomes are helping homeowners 
to sell quickly online, while Better.
com is re-thinking how mortgages 
are priced and serviced. For 
consumers who want to diversify 
in real estate for personal wealth 
purposes, our 
portfolio company, 
Exporo, is offering 
fractional equity 
ownership.

These business 
models improve 
market efficiency 
and lower capital 
costs at scale 
compared to the 
individual consumer, so should 
be here to stay. Given the size of 
the residential real estate market, 
and the big set of problems to be 
tackled, we are just seeing the 
beginning of democratised access 
to real estate.

Headquarters: Hamburg

Founded: 2014

Key statistic: 500 million 
intermediated capital

Online platform 
democratising real estate 

investments

2016 investment

We are just 
seeing the 
beginning of 
democratised 
access to real 
estate

Image: Brooke Cagle
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M any attractive asset 
classes are available only 

to wealthy individuals or institutional 
investors because they are non-
tradable, have high minimum 
investment requirements and high 
fees or are prone to information 
asymmetry. 

In a low interest rate environment, 
investors seek alternative asset 
classes such as real estate, 
private equity and venture capital, 
commodities, forestry, hedge 
funds and various exclusive assets, 
ranging from vintage cars and 
watches to coins and fine art. But 
retail investors are excluded from 
almost all of them, leaving them 
to suffer lower returns and higher 
portfolio risk. 

This is beginning to change. The 

emergence of crypto-currency 
technology, regulatory willingness 
to test new models and the internet’s 
ability to reduce information 
asymmetry means that most asset 
classes can become accessible 
to retail investors. If you believe in 
the proliferation of electric vehicles 
you can invest directly in cobalt, a 
commodity used in batteries. If you 
rent, but have some savings, you 
can still invest in property. Exporo, a 
Heartcore portfolio company based 
in Germany, allows you to build a 
real estate portfolio with as little as 
€500. 

We have our eye out for 
retail investor platforms in large 
asset classes from forestry and 
commodities to private equity, as 
well as niche luxury asset classes 

such as rare gems, vintage cars and 
fine wine. Early investment activity 
in this category 
picked up in 2019, 
with Otis Wealth, 
a marketplace 
for investment 
in exclusive 
alternative assets 
such as art, 
sneakers, music 
albums and 
collectibles, picking up a $3m seed 
round and shortly after a $11m 
Series A with Maveron. The model 
works as follows: Otis purchases 
high-quality assets and then issues 
shares through an SEC-approved 
offering. Through weekly drops, it 
offers fractional ownership starting 
at $25 per share to its users, 

Most asset 
classes can 
become 
accessible 
to retail 
investors

Image: William Iven

Finance and insurance 
Broadening access
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accompanied by institutional-grade 
due diligence to help members 
make informed decisions, thus 
democratising access to cultural 
assets.

We expect that in the rental 
economy the ownership of yielding 
assets may also be democratised, 
allowing you to own a fraction of 
your neighbour’s solar panel or the 
e-scooters in your town.

        

The retirement savings 
time bomb: an investment 
opportunity for the brave

The lack of retirement savings 
may be one of the biggest socio-
economic risks of our time. For 
venture investors this represents a 
significant investment opportunity, 
though few startups have seized it. 

As the lengthy strikes in France 
demonstrate, it’s hard for nations to 
reform away from the catastrophic 
defined benefit systems through 
which future taxpayers end 
up financing the current one’s 
retirement. Many pension schemes 

are already grossly 
underfunded, and 
low interest rates and 
an ageing Western 
demographic make 
this an exponential 
problem. 

The reality is 
that most individual 
pension savers are not 
equipped for sound 
financial planning. 
Considering the 
choices between the 

myriad of bundled savings and 
insurance products, understanding 
the mind-boggling impact of 
compound interest, figuring out what 
your investment strategy should be, 
what the fees really represent and 
objectively attempting to predict 

your life expectancy are just some of 
the hurdles. It sounds complicated, 
and it really is. 

Startups tackling various 
elementary parts of this problem 
have ample opportunity in a 
market worth hundreds of trillions 
of dollars. However, consumers 
might be wary of trusting them 
with their hard-earned savings. 
For obvious reasons the sector is 
heavily regulated. Becoming a full-
service pension provider is most 
likely something startups will grow 
into over time as credibility builds. 
Well-capitalised robo-advisors 
companies such Wealthfront (which 
has raised upwards of $200m), 
Betterment (+$275m), or Nutmeg 
(+$150m) have all started to offer 
retirement plans as part of their 
broader service offering. 

We would expect startups to 
partner with established players 
initially and go deeper in the value 
chain over time as they build 
trust and scale. Pensions are a 
significant investment opportunity, 
but building full-scale retirement 
savings companies will be for the 
patient. 

Insurance in an 
asset-light world

Insurtech had a busy year in 2019. 
Home-insurance startup Lemonade 
raised $300m, led by SoftBank, to 
fuel its European 
expansion. The 
valuation of car-
insurance group 
Root hit $3.65bn 
in its latest round 
led by DST Global 
and Coatue, 
and a number of 
peers in those 
categories have 
raised significant 
rounds from Tier 1 investors (Hippo 
Insurance, Wefox, Friday, Hedvig 
and Luko, to name a few). 

As a consumer-focused investor 
we have come to dislike investment 
opportunities in most categories 
within non-life insurance, and have 
thus decided not to place any bets 
on those types of players. 

We are firm believers that 
consumers increasingly prefer being 
asset-light and will opt for rent over 
ownership. This does not mean that The lack of 

retirement 
savings may 

be one of 
the biggest 

socio-
economic 

risks of our 
time

Consumers 
increasingly 
prefer being 
asset-light 
and opt for 
rent over 
ownership

Image:  Rally Rd.
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insurance is unnecessary, but that 
asset insurance will increasingly 
be bundled with the services we 
consume whether that is in housing, 
mobility or any other sector. The 
service provider rather than the 
consumer will end up deciding on 
insurance and, at scale, service 
providers may be self-insured with 
limited re-insurance needs. 

In non-life insurance, we believe 
that health insurance and ‘income 
smoothing’ insurance in the gig 
economy are growth categories, as 
is insuring against climate risk and 
cyber crime. Health insurance saw a 
spike in 2019, mostly in the US, with 
massive funding coming towards 
players such as Bright Health, 
Clover Health and Ethos Life. In 
Europe, French-based health 
insurance company Alan has raised 
big in 2019.

Now that the 
infrastructure stack has 

matured we’ll see 
‘fintech everything’

“Every company will be a fintech 
company,” says Angela Strange, 
of the Venture Capital group 
Andreessen Horowitz, and we 
agree. As the infrastructure layer 
matures, it enables transformation 

of the application layer. In 2019 we 
saw a number of companies raise 
rounds to build the ‘stack’ for non-
fintech companies to embed fintech 
features in their services and value 
chains.

Groups including 
ComplyAdvantage, IDnow and 
Trulioo build the stack to manage 
compliance requirements like 
Anti-Money Laundering (AML) 
and Know Your Customer (KYC). 
Plaid in the US (acquired for over 
$5bn by Visa) and our portfolio 
company Tink in Europe allow non-
banking companies to innovate 
on banking data and automate 
financial transactions. Bankable, 
solarisBank, Treezor and others 
are offering bank-as-a-service 
solutions. Asset tokenisation 
provider Upvest partnered with our 
portfolio company Exporo to offer 
the first regulated security token in 
real estate.

This ecosystem of infrastructure 
software makes it feasible for 
companies in different industries 
to unbundle traditional financial 
services and package them 
into their digital offerings. We 
are especially excited about 
the opportunities the maturing 
infrastructure layer presents to 
better address consumer needs. 

Consumers prefer seamless end-
to-end services that don’t require 
them to use multiple providers (e.g. 
going to a bank, then to buy a car 
from a dealership and insurance 
from a third party). Financial 
services can help to turn ownership 
of high-value assets into a service, 
as our portfolio company Finn does 
for cars and ZeroDown does for real 
estate.

Companies may also utilise 
financing to align interests with the 
consumer and democratise access, 
for instance to legal services 

(AirHelp) or education (Lambda 
School). By pooling buying power 
in the capital markets of a large 
number of consumers, digital 
services are able to offer better 
terms, compared to traditional 
financial intermediaries. Online 
marketplaces are now 
able to add banking 
features, custodian 
services, issue their 
own currencies, 
reduce transaction 
costs through 
securitisation or 
improve liquidity by 
financing merchant 
inventory.

Those groups 
might not look like 
fintech companies 
on the outside, 
and they might not 
need to build out 
the organisation to be one on the 
inside, all because they can rely on a 
growing ecosystem of infrastructure 
software.

Headquarters: Stockholm

Founded: 2012

Key statistic: Used by 4000 
developers

Open-banking API platform

2014 investment

Infrastructure 
software 
makes it 
feasible for 
companies 
in different 
industries 
to unbundle 
traditional 
financial 
services

Image: Tink
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2 020 should be the year in 
which digital therapeutics, 

or digiceuticals, move out of 
the lab and into the real world. 
Heartcore portfolio companies 
Natural Cycles and Kaia Health are 
part of much larger wave of digital 
solutions looking to augment or 
replace traditional pharmaceutical 
products (they include Sleepio for 
sleep intervention, Meru Health for 
depression and anxiety, Second 
Nature — previously OurPath — for 
weight loss and Quit Genius for 
smoking cessation, to name a few). 

Until now, much of the debate 
has focused on whether it is really 
possible to deliver quality healthcare 
solutions through a mobile phone. 
But healthcare professionals and 
business leaders are starting to 

appreciate the potential, and we 
think that both employers and 
consumers will start to formally 
adopt digiceuticals this year. 

On the single-player front, the 
new German reimbursement law 
makes it significantly easier for 
approved digiceuticals to get paid 
for their services, and in the US, major 
retailers like CVS and Walmart are 
working on digiceutical marketplaces 
to deliver digital healthcare services 
directly to customers.

Online providers are 
expanding offline while 
traditional healthcare 

go digital

The field of telemedicine 
continues to evolve, and is now 

crowded with new entrants, including 
both technology companies and 
traditional healthcare providers. 

From the 
technology side, 
Babylon and Kry 
recently raised a 
respective $550m 
and $155m to 
expand their online 
GP offerings. The 
online model is also 
evolving to include 
onsite clinics. Consumers, payers 
and regulators want comprehensive 
healthcare and purely digital 
services will not satisfy the need for 
physical interaction with patients. 
Who will excel in assembling and 
operating combined online/onsite 
healthcare networks? 

Image: Natural Cycles

Health 
Digiceuticals come of age

Employers and 
consumers 
will start to 
formally adopt 
digiceuticals 
this year
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This is the year in which leading 
contenders will have to expand into 
the ‘other’ side. Digital providers are 
acquiring clinics, while traditional 
healthcare providers buy software 
and services to integrate online. 
Online is all about connecting with 
customers, but onsite healthcare 
clinics have traditionally had strong 
cash flows. The future will be bright 
for whoever can strike on a winning 
combination. 

The rise of femtech

Last year marked a turning 
point for the female healthcare 
sector, with market consolidation, 
technological advances and 

product validation. 
Femtech was once 
viewed as a niche 
sector, but investors 
are now looking to 
it for big returns. 
According to Forbes 
magazine, it has 
surpassed $1bn in 
total funding since 
2014, of which almost 
an astounding $750m 
was raised in 2019. 

Many, particularly female, 
founders have made it their 
mission to empower women when 
it comes to decision-making about 
their bodies. New products go 
well beyond the original fertility 
offerings, into female sexual 
health, menopause, menstruation, 
incontinence, endometriosis, 
breastfeeding and low libido. 

At-home testing got a fair share 
of attention in 2019 too. EverlyWell 
raised $50m to connect hundreds 
of thousands of customers to lab 
partners offering a suite of validated 
tests. NextGen Jane can diagnose 
endometriosis or cervical cancer 
based on a smart tampon, which 
is worn for two hours as part of a 
home kit and sent to a lab in a test 
tube. 

Elvie develops smart pelvic floor 
exercise hardware with real-time 
biofeedback, as well as a wearable 
breast pump, to revolutionise the 
old-fashioned female care industry. 
Its $42m fundraising round last 
year was the largest by a female-
founded femtech company. No 
doubt femtech is in its early stages, 
but 2019 was a year that proved its 
investment potential.

Holistic health starts 
from within

Consumers are realising the 
value in wellness and balance 
of mind and body. As the World 
Health Organisation states, being 
healthy includes complete physical, 
mental and even social wellbeing 
— not just a lack of illness. But 
rising healthcare costs prohibit 
many patients from seeing doctors 
or psychiatrists as often as they 
would like; so people are turning to 
more accessible alternatives.

Millennials are the driving force 
behind the wellness trend and 
the ancient art of mindfulness has 
become a lifestyle choice. A few 
years back, it would have been 
unimaginable that mindfulness 
apps such as Headspace and 
Calm could revolutionise a 
well-established category like 
meditation; but in 2019 Calm 
surpassed a $1bn valuation, 
following its latest $88m funding 
round. Journaling has moved into 
the spotlight with companies like 
Reflectly and Jour helping people 
reflect upon daily thoughts and 
experiences. 

Other wellness and care brands 
receiving attention last year include 
the weight-loss app Noom; Prose, 
which uses artificial intelligence 
to develop bespoke hair-care 
regimes; Hims, a telehealth startup 
which sells hair growth formula; 
the vitamin delivery service Care/
of; and Ro, a New York-based 
healthcare technology company 
which handles everything from 
online diagnosis to the delivery of 
medication, focusing on male and 
female-specific health concerns 
and fighting addiction. It was 
a successful year for wellness 
companies but there is a lot more 
to come.

Headquarters: Munich

Founded: 2016

Key statistic: 300,000 
downloads

Digital therapeutics app for 
chronic pain management
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Digital innovation, 
luxury lust and the 

pursuit of the perfect 
body are reshaping 
the fitness industry 

Fitness has become more 
social, inclusive and luxurious, with 
virtual workout, home hardware 
equipment, fitness apps, wearables 
and athleisure disrupting the 
traditional market. Groups like 
Peloton, Hydrow and Mirror offer 
customers the opportunity to train 
at home as effectively as they would 

in the gym, without 
the hassle. Services 
that still mainly 
cater  to the wealthy 
should soon go 
mainstream. 

Our portfolio 
company Kaia 
Health has taken a 
tech-led approach 

to pain management, proving 
that artificial intelligence-guided 
exercises can treat chronic back 
pain at home. It takes medical-
grade therapy and makes it digital, 
using computer vision models to 
track users’ motions and audio 

feedback to make sure they get 
their exercises right.

Thanks to interactive fitness 
offerings, such as Beat81, 
Orangetheory Fitness, Barry’s 
Bootcamp and Future, fitness has 
been transformed from a one-man 
show to a social event. 2019 was 
also a big year for flexible sports 
membership startups such as 
Gympass, Urban Sports Club and 
ClassPass (Gympass and ClassPass 
both reached unicorn status 
following large funding rounds). 

Equinox Fitness and its 
subsidiaries SoulCycle and Blink 
Fitness are leading the local fitness 
club services space, through their 
selection of upscale programmes. 
They turn working out into a 
luxurious experience, complete with 
high-end spas, healthy snacks and 
merchandise shopping. Most brick-
and-mortar gyms are also offering 
classes outside of their own 
buildings, in locations such as malls, 
airports or gym-coworking hybrids. 

Meanwhile the cross-pollination 
between fashion and sports is 
reaching new heights. While big 
brands such as Nike and Adidas 
have always pushed towards 

performance, newer labels like 
Outdoor Voices and Carbon38 
are interlacing athleisure and 
streetwear. This fitness culture is 
taking over all age-brackets.

The personal cloud

Take a look around any public 
space and you’ll probably see 
two things: someone wearing an 
Apple Watch and someone wearing 
wireless earbuds, such as AirPods. 
Maybe it’s the same person wearing 
both. Maybe you’re wearing them 
right now. The smartphone isn’t 
going anywhere, but tiny ambient 
computers — that increasingly 
manage our interaction with the 
world and maybe someday, via 
sensors, with our own bodies 
— are now part of our everyday 
lives. Applications for healthcare, 
entertainment and utilities like 
real-time translation seem obvious 
— augmented reality, in a sense. 
One question is how widely these 
devices and sensor data will 
eventually be accessible to startups 
— or whether Apple and its peers 
will try to keep them soundly within 
their walled gardens. Another is how 
consumers will be able to protect 
these new personal data streams 
from being used against them by 
corporations and governments.

What I’m excited 
about in 2020 

Dan Frommer

Services 
which are still 
dedicated to 

the wealthy 
should soon 

go mainstream
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T he audio industry has fully 
plugged in. In 2019, a survey 

found that 32% of adults in the US 
had listened to a podcast within 
the last month, almost triple the 
amount a decade before, with 65% 
of active listeners starting in the last 
three years. And our relationship 
with audio is changing: radio 
reached masses but digital audio is 
personalised and targeted. 

As the market matures, 
competitors have broken into 
Apple’s iTunes monopoly. Spotify 
aims to be the world’s premier audio 
company, and the streaming service 
grabbed attention in 2019 with 
acquisitions of podcast startups 
Gimlet, Anchor and Parcast. Others 
with large existing audiences are 
expanding their reach, such as 

Pandora, with a self-service hub 
that allows creators to submit their 
own podcasts, or Google with its 
own app. 

The rush is understandable since 
the current state of monetisation in 
podcasting mimics the early internet 
days: podcasts monetise at $0.01 
per hour, roughly 10 times less than 
radio. Marketing managers think 
product exposure on podcasts can 
drive sales, with advertising often 
based on the number of exposures, 
but not all exposures are created 
equal. Due to consumers’ limited 
visual capacity, their attention is 
very selective. In today’s cluttered 
visual media environment, we are 
bombarded with entertainment 
opportunities on multiple screens. 
In a recent earnings report, Netflix 

explained that “we compete with 
(and lose to) Fortnite [a computer 
game] more than HBO”. Audio is, in 
that regard, a refuge for the senses 
and an under-monetised hub of 
consumers’ attention. Investors 
are taking notice: Luminary Media, 
Acast, Castbox and Wondery have 
all raised money in the US, while 
Majelan, Entale, Sybel and Podimo 
(Heartcore portfolio company) are 
leading the way in Europe.

Beyond podcasts, vertically-
integrated audio apps are re-
inventing from first principles, 
delivering immersive experiences 
uncompromised by screen time. 
By targeting a specific use case, 
audio-first companies aim to 
create full-stack experiences. 
Calm and Headspace, in the 

Image: Florian Olivo

Media and entertainment 
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mindfulness category, are prime 
examples (the former raised sizable 
funding in 2019). In health, Aaptiv 
provides streams of music-based 
fitness training on demand. By 
synchronising the podcast-esque 
voice recording of a personal 
trainer or class instructor with a 
curated playlist at the pace of 
a workout, members are able to 
access their workout on demand 
instead of paying for a class at a 
packed studio. Meanwhile, Dipsea 
is trying to redefine erotica for 
women through an app for short-
form erotic audio stories. How many 
other services could be brought to 
you by audio? Probably more than 
you’d guess.

A big future for eSports

eSports are picking up pace. 
By 2021, market analytics group 
Newzoo predicts that 557m people 
will tune in to watch people game 
competitively. Viewership already 
reaches an audience the size of the 
four largest North American sports 
leagues (NHL, NBA, MLB and NFL) 
combined. 

Consumer awareness is 
increasing, supported by 
distribution platforms such as 
Twitch, a streaming service for 

gamers, and YouTube. And many 
viewers are fanatical: an average 
Twitch user spends more than 95 
minutes daily on the platform. Yet 
monetisation still lags. The top four 
major leagues achieve an average 
of $54 of revenue per individual fan 
per year. eSports today is about 7% 
of that, around $4 of revenue per 
fan per year.

Sponsorship precedes 
monetisation, accounting for 42% 
of total monetisation income 
flux, according to analysis from 
Andreessen Horowitz. Media rights 
are rising fast, especially in North 
America, but remain relatively 
small. However, lessons may be 
learnt from the Ultimate Fighting 
Championship (UFC). Like eSports, 
UFC was initially dismissed, but as 
its popularity grew, broadcasters 
came knocking. Recently it struck 
a contract worth over $750m 
with ESPN. There’s every reason 
to expect a similar trajectory for 
eSports.

Platforms like Twitch benefit 
from clear first-mover advantages, 
compressing deal sizes through 
their latent leverage. However 
conventional broadcast networks 
like Disney-Fox and AT&T-Warner 
are coming to the party and raising 
the overall competitiveness of the 
market. 

The beauty of the eSports 
industry lies in the fact that the 
experience is built on top of bits 
and not atoms. Future monetisation 
opportunities may therefore look 
like nothing that we’ve seen in the 
traditional sports world. Premium 
features could, for instance, include 
a personalised view of a given 
player during a game, transforming 
the broadcast experience.

2019 was a power year for 
funding eSports teams. 100 Thieves 
secured a $35m Series B funding 

round. Gen.G raised a $46m from 
prestigious Silicon Valley funds 
including New Enterprise Associates 
(NEA) and Battery 
Ventures. Unlike 
traditional sports 
teams, they compete 
across several 
different games, 
thus reaching a 
wider audience 
and protecting 
themselves against 
the risk of any one 
game falling out of 
favour.

What if, through 
connected hardware, traditional 
physical sports could be carried 
out in a virtual world? LA-based 
company Zwift turns indoor cycling 
workouts into multi-participant 
races, offering social rides and 
immersive videos. The company 
has picked up more than $160m in 
funding, capitalising on more than 
1.5m users. Zwift is also connecting 
treadmills and plans to expand to 
other disciplines through rowing 
machines, step machines and more. 

‘Hyper-casual’ games 
— not hyper growing 

anymore

More than $86bn was spent 
on mobile gaming in 2019, 
surpassing the rest of the 
games industry combined. That 
revenue represented 72% of all 
app store spend. Today, mobile 
games account for 33% of all app 
downloads, and 10% of all time 
spent on apps. You get the idea: the 
industry is massive. 

Unsurprisingly, the mergers and 
acquisitions market has been in 
overdrive over the past couple 
of years: Zynga bought 80% of 
Small Giant Games for $560m, and 

Headquarters: Copenhagen

Founded: 2019

Key statistic: 150,000 users
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acquired Gram Games for $250m. 
Ubisoft acquired a 70% stake 
in Green Panda Games, Niantic 
bought Seismic Games, Playtika 
acquired our own Seriously, and the 
list goes on. 

Recently, a huge new audience 
has been lured by hyper-casual 
games, simple gameplay designed 
to appeal to the widest possible 
audience. Low entry barriers and 
ultra aggressive ad practices 
created a scenario where Lifetime 
Value (LTV) — how much money is 
generated by a game from a given 
user — beat Cost Per Install (CPI), 
i.e. how much marketing budget 
a game studio spends to acquire 
each user. Hyper-casual games 
grew to become one of 2018’s 
defining trends and big money 
followed. In May 2018, hyper-casual 
mobile gaming studio Voodoo 
raised $200m from Goldman 
Sachs’ private equity arm. 

This growth slowed in 2019, but 
hyper casual is not over yet. 

Over the first six months of 
2019, we saw the hyper-casual 
audience grow by 70% to more 
than 860m monthly average users. 
Yet competition has cast a sharp 
light on the segment. The cost of 

acquiring users is 
rising and publishers 
end up outbidding 
each other. In 2018, 
the average Cost 
Per Install of a 
hyper-casual game 
was $0.36 for iOS. 
In 2019, that figure 

increased by almost a third to $0.47.
The numbers illustrate the 

strength of the hyper-casual 
gaming market, but we believe 
competition will only grow. In 
assessing the market’s direction, it is 
instructive to look at the strategies 
of some of the largest hyper 

casual gaming companies. Voodoo 
recently announced the opening of 
a new branch in Canada, dedicated 
to “creating games beyond hyper 
casual”. The door is open for a 
potential diversification strategy.

TikTok: The party 
don’t stop

Social media can be hard to 
keep up with. When a large platform 
seems to have monopolised 
the category, another emerges 
almost out of nowhere. In 2020, 
Facebook faces a serious threat 
from its Chinese rival TikTok. Few 
consumer tech startups have 
taken off as quickly as Beijing-
based ByteDance, which created 
the 15-second mobile-native bite-
sized video app. In just a couple of 
years, TikTok has been downloaded 
1.5bn times. Last year it was the 
third-most downloaded app behind 
WhatsApp and Messenger, making 
it the only app in the top five that 
isn’t owned by Facebook. 

In 2014 Heartcore Capital 
invested in the seed round of 
Dubsmash, a short lip-sync and 
dance mobile video app. That 
company is now number two to 
TikTok, whose growth has been 
costly rumoured at several billion 
in investment from Byte Dance. 
Today, more than 800M monthly 
users spend an average of 52 
minutes every day on the app, a 
breathtaking amount of time when 
you consider that TikTok videos are 
only 15 seconds long. 

New types of media provide 
different ways of communicating 
with an audience. TikTok in 
particular has been exceptional 
at creating influencers by paying 
for viral, share-worthy content. 
Its content is unlike Instagram’s 
haphazard life-logging — it is 

premeditated, storyboarded and 
uses sophisticated algorithms to 
serve the right content to the right 
users. This keeps retention high and 
could help build niche communities 
from which new brands emerge. 

ByteDance is the first notable 
example of a Chinese company 
expanding beyond the ‘Great 
Chinese firewall’. Douyin, TikTok’s 
Chinese version, looks exactly the 
same, but can only be downloaded 
from mainland China, while TikTok 
is available everywhere else. This 
could represent a new model for 
Chinese startups aiming for global 
reach and might herald the advance 
of Chinese consumer-based 
businesses into the Western world. 

At the same time, we are beginning 
to see global tech companies 
and young startups replicating 
successful ideas from their Chinese 
counterparts. Historically, Europe 
has looked to Silicon Valley for tech 
enlightenment, but China is now the 
source of innovations that could be 
applicable to the Western world, 
ranging from collaborative platforms 
to interactive/user-generated 
e-commerce, or even superapps.

A huge new 
audience has 
been lured by 
hyper casual 

games
Headquarters: New York City
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Micro-mobility and 
the end of Blitzscaling

Micro-mobility has been one 
of the most explosive categories 
in the consumer economy. After 
two years of phenomenal growth, 
showing that consumers have 
real appetite for personal electric 
vehicles, companies have entered 
a new phase: survival of the fittest 
in a capital-intensive, loss-making, 
heavily-regulated industry. 

The unit economics of shared 
networks were always under 
question, but in a world of low 
interest rates and abundant 
capital, investors had been willing 
to subsidise micro-mobility 
businesses based on the belief 
that this was another example of a 

‘winner-takes-most’, ‘blitzscaling’ 
category.

Dedicated micro-mobility 
groups such as Bird, Lime and 
their European counterparts Voi, 
Tier, Dott and Circ raised large 
funding rounds in 2019, while Uber 
scaled its electric bike arm Jump 
aggressively in the West. Europe 
has been a particularly competitive 
battleground, with as many as 12 
different networks operating in Paris 
in early 2019. 

Reality kicked in throughout the 
year as regulators imposed caps 
on the number of free-floating 
vehicles. It also became clear that 
hardware was a commodity: despite 
claims, most operators are buying 
slightly customised versions of the 
same devices manufactured by 

Okai and Ninebot in China. 
Economies of scale aren’t 

obvious, as smaller providers seem 
to be buying hardware at similar 
price points to larger ones. Overall, it 
is unclear whether these companies 
will remain standalone businesses 
over the medium-term. We tend 
to think that they will ultimately 
get bundled into larger consumer 
offerings. An example is Uber’s trial 
of a monthly subscription bundle 
for micro-mobility, food delivery 
and ride sharing. We therefore 
expect a year of consolidation. 
The most important competitive 
advantage seems to have become 
the operators’ ability to win over 
municipalities at scale.

At the same time, direct 
ownership of personal electric 

Image: Lime

Mobility and energy 
Shared, flexible & electric



30 CONSUMER TECHNOLOGY TRENDS 2020

vehicles is growing steadily. Electric 
bicycles look like the winning 
form-factor. We are still waiting 
for someone to build the defining 
premium brand, though several 
companies such as Cowboy, Angel 
or VanMoof are trying. We wonder 
how valuable such an asset would 
be, given that the most critical parts 
of electric bikes are bought off-the-
shelf from companies like Bosch or 
Shimano.

Car usage is up, 
ownership down — this 
is only the beginning

The use of cars has been 
transformed by technology over 
the past decade. Starting from 
short-distance trips, we are now 
seeing developments for mid- and 

long-range journeys. 
While the need for 
mobility has not 
changed, there are 
fewer reasons to own 
a car, especially for 
the urban driver. 

Still, there was a 
lot of movement in 
more established 
segments in 2019. 
The innovators in on-

demand ride hailing, Uber and Lyft, 
both went public, though Uber is 
facing difficulties in many European 
markets and new competition from 
Free Now (formerly mytaxi).

In the free-floating carsharing 
market, which allows people to book 
a vehicle on their phone, use it and 
then leave it within a designated 
area of a city, the largest players 
car2go and DriveNow have merged, 
while Sixt launched its own service. 
In Germany alone the segment has 
added 2m customers since 2012. 

Meanwhile, in peer-to-peer car 
rental, Getaround acquired Drivy 

in a bid to enter Europe, while Turo 
raised $100m in an institutional 
round. The private vehicle segment 
has been undergoing an evolution 
from ownership toward usership for 
many decades, with leasing now 
accounting for 30% of new car 
registrations in the US. 

In 2020, we expect the paradigm 
in long-term car usage to shift from 
asset-oriented, fixed-period leasing 
towards cars-as-a-service. The 
most prominent car subscription 
company, Fair.com, has not had 
a great year. Its founder and chief 
financial officer both stepped 
down and it laid off 40% of its staff, 
less than a year after SoftBank 
invested $385m in the group. Yet, 
the underlying consumer trends 
that make this business model so 
appealing remain strong. 

The car is losing its appeal 
as a status symbol and younger 
consumers in particular prefer 
access over ownership. The 
Spotify generation is increasingly 
looking for one single provider 
that offers a flexible, transparent, 
end-to-end mobility solution. But 
this is not just a Millennial trend: 
the average customer of monthly 
car subscription service (and 
Heartcore portfolio company) Finn.
auto is 40 years old. This means 
that many of its customers have 
owned a car before and understand 
what a burden it can be. They 
prefer flexible solutions that bundle 
various services — car, financing, 
insurance and maintenance — into 
one offering.

In the large mobility category, 
we’ll continue to see a multitude of 
car-as-a-service models, targeting 
different customer segments and 
use cases. Some will be offered 
directly by original equipment 
manufacturers (OEMs), but most will 
come from specialised operators 

which can deliver end-to-end 
solutions independent of existing 
value chains and business models. 

The exponential growth, albeit 
from a low base, in the adoption of 
electric vehicles is underpinning 
new automotive business models. 
OEMs, together with their supply 
chain and servicing network, 
are being challenged by this 
transformation. It is clear that fully 
autonomous vehicles will need 
a much longer time to market, 
eventually increasing their car-as-
a-service penetration.

Electric vehicles are 
coming — and they are 

hungry for power

2019 was the year of the electric 
vehicle, with sales almost doubling 
in comparison to 2018, though they 
were still dwarfed by their fossil 
fuel-powered counterparts. In 
early 2020, Tesla’s market valuation 
surpassed $140bn, making it the 
largest automotive OEM measured 
by market cap. In 2019, Tesla sold 
only 367,000 vehicles, compared to 
Volkswagen’s 11m, yet it is regarded 
as the electric vehicle innovator 
and incumbent automakers are 
playing catch-up. 

While the 
need for 

mobility has 
not changed, 

there are 
fewer reasons 

to own a car
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More and more incumbents 
are electrifying their vehicles, with 
Audi and Jaguar delivering electric 
SUVs to the market last year — 
alongside existing basic models 
from Chevrolet, Honda, Hyundai, 
Kia and Nissan. The industry’s 
growth will depend on obvious 
factors, including how long it takes 

to build out charging 
infrastructure and 
the supply and 
efficiency of energy 
and materials. High 
prices and scarcity 
of charging stations 
still deter many 
consumers from 
buying electric 
vehicles. 

However, rising 
climate awareness 
and government 

ambitions to reduce emissions 
will increase the uptake of electric 
vehicles. The International Energy 
Agency (IEA) estimates that global 
electric car sales will reach 23-
43m by 2030, with a total of 130-

250m being driven by then across 
the world. This does not take into 
account the hundreds of millions of 
micro-mobility vehicles already in 
use across our cities. 

China will continue to dominate 
the electric vehicle market with 57% 
market share in 2030, followed by 
Europe with 26% and then Japan 
with 21%. The figure below shows 
the sales and market share in the 
top-ten electric vehicle countries, 
and in Europe, between 2013 and 
2018. Norway is a clear frontrunner.

These vehicles will be hungry 
for electricity. Since the 1970s the 
annual growth in electric energy 
consumption in North America 
and Europe has been below 1%. 
However, the IEA predicts that by 
2030, electric vehicles will add 
between 600 and 1,100 TWh in 
demand for electricity consumption, 
accounting for up to 15% of the 
total expected increase. 

We speculate that electric 
vehicle penetration may grow faster 
than even those predictions allow. 
In most of Europe and the US this 

will have a significant impact on 
our distribution grid infrastructure. 
Consumers will demand larger 
batteries to increase driving range, 
along with faster charging times. 
Yet in 2018, 90% of the installed 
base of chargers were the private 
slow chargers used in people’s 
homes. The question is whether oil 
companies or automakers will install 
nationwide supercharger stations, 
or whether electricity distributors 
and utilities increase the capacity 
in the ‘last mile’ home distribution 
networks to cope with this hunger 
for power.

Laying out a more powerful 
electricity infrastructure will require 
significant capex and with more 
electric vehicles, the answer might 
lie in smart charging solutions. 
We are convinced that new smart 
charging and electricity consumer 
brands will emerge, whether through 
automotive original equipment 
manufacturers, oil companies, 
utilities or nimble startups. It’s a 
sector we are keeping a close eye 
on.

High prices 
and scarcity 
of charging 
stations still 
deter many 
consumers 

from buying 
electric 

vehicles

Source: IEA
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The sustainability 
zeitgeist

Sustainability was the dominant 
consumer trend of 2019, with 
concern about climate change 
appearing to reach a cultural 
tipping point. This was particularly 
visible in Europe, where Green 
parties became a real political force 
after winning over young voters in 
May’s European election. Millions of, 
mostly, young people participated 
in last September’s climate 
marches across the globe, which 
were particularly well attended 
in Europe. Last year also saw the 
rise of the UK-born environmental 
movement Extinction Rebellion, 
which later spread across the world. 
The year ended with the Swedish 
activist Greta Thunberg being 
named Person of the Year by TIME 
magazine. 

Younger consumers vote with 
their wallets, as well as their ballots, 
on this issue. This is visible at several 
levels. First, a number of the fastest 
growing consumer brands are built 
around sustainability. The fast-
casual food chain Sweetgreen, for 
instance, has grown a $1.6bn salad 
bar business on a powerful brand 
narrative around sustainable eating. 
Plant-based meat groups Beyond 
Meat and Impossible Foods are 
other examples in the food sector. 
Tesla is now the most valuable car 
company in the history of the US, 
with it Model 3 quickly becoming 
one the best selling cars in the West. 
Fashion brands Patagonia, Veja and 
even Allbirds were born out of the 
same narrative, and have grown 
increasingly popular. Meanwhile, in 
the UK, the green energy provider 
Bulb has seen major success. 
Within our portfolio, Zolar, an 
online retailer of solar panels 
and batteries, is growing rapidly 

in Germany. So is La Fourche, a 
French community-based retailer 
of organic and ‘planet-positive’ 
packaged products.

Second, we are seeing a real 
resurgence of second-hand 
marketplaces across a wide 
range of categories. For younger 
consumers conscious of their 
finances, but more so of their 
environmental impact, it’s almost 
uncool to buy new now. We’ve seen 
this in fashion with the public listing 
of The RealReal, which sells pre-
owned luxury goods, and the large 
financing rounds of consignment 
groups Vestiaire Collective, 
ThredUp, Depop and Vinted in 2019. 

The case of Vinted is particularly 
interesting, as the company seemed 
to be going through a difficult time 
a few years ago and is now seeing 
an incredible resurgence. 

We’ve also witnessed the 
revival of used-car marketplaces, 
with a number of new takes from 
groups including 
BrumBrum, Cazoo 
and Motorway. And 
the trend is at work 
in unexpected 
categories such as 
electronics, with 
the impressive rise 
of Back Market, 
which has built a premium brand 
around reconditioned electronics. 
It even applies in food, where 
platforms such as Karma or Too 
Good To Go connect consumers 
with restaurants that are about to 
throw away food. 

These changing priorities 
impact all companies, not just 
those anchored in sustainability. 
Consumer expectations for 
transparency and environmental 
consciousness have dramatically 
increased, and they are asking 
more from the businesses they buy 
products and services from. The bar 
for everyone is rising.

Headquarters: Berlin

Founded: 2016

Key statistic: More than 
1000 residential installations 

Provider of solar systems for 
homeowners

2017 investment

We are 
seeing a real 
resurgence of 
second-hand 
marketplaces

Image:  Karma
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Renting is becoming the 
default choice

Consumers have always had a 
fundamental choice with regards to 
the physical assets they use: should 
they own or rent them? Historically, 

owning has been the 
default choice for 
those who can afford 
it. This was true of 
the homes we live in 
and the vehicles we 
use to get around 
— whether cars, 
bicycles or even 
private planes. And it 
was even more true 
of cheaper items 

with shorter life cycles, such as our 
electronic devices or clothes. 

However, we are at the start of 
a fundamental shift in consumer 
behavior. Renting is becoming the 
‘default choice’ as we seek more 
flexibility and material ownership 
becomes less of a status symbol 
for younger, more environmentally-

conscious consumers. 
The trend started 10-15 years 

ago with the advent of car leasing. 
This made sense: cars are rapidly 
depreciating assets and consumers 
like to change them relatively 
regularly. The trend has evolved with 
new ‘car-as-a-service’ offerings 
(such as our portfolio company 
Finn in Europe, or Fair in the US) 
and car-sharing networks, both of 
which offer even more flexibility 
than leasing. And it has extended to 
other forms of transportation, with 
the rise of shared moped, bicycle 
and scooter networks.

Increasingly, we see the same 
trends among non-depreciating 
assets such as real estate. Some 
consumers who would traditionally 
have been able to own the property 
they live in now chose to rent it 
given the increased flexibility. That 
doesn’t mean that they would not 
invest in real estate; they usually 
would, but just not necessarily in 
the house they live in. When you 
think about it, the idea that the 

best real estate investment one 
can make would happen to be in 
the exact same property that one 
most wants to live in is far-fetched. 
There are good arguments for why 
consumption should be decoupled 
from investment within real estate.

Assets that we would never 
previously have thought to rent are 
now up for hire. Companies such as 
Rent the Runway, Wardrobe, Tulerie 
and By Rotation lease clothes or 
fashion items; and incumbents 
such as Banana Republic and 
Urban Outfitters have launched 
their own rental services. Fernish 
hires out furniture for a monthly 
fee; and companies like Grover or 
Mobile Club allow 
consumers to rent 
electronic devices. 
Even Lego is testing 
a rental service 
for toys. This is a 
profound shift and 
we think that we’ve 
only scratched the 
surface.

We are also 
interested in the financing 
implications. One question is over 
who covers the capital expenditure 
on an asset that will be shared. It 
may be whoever manages and rents 
that item, via equity raising or debt. 
But we think a more interesting 
and potentially more efficient 
answer lies at the intersection of 
crowd investment and fractional 
ownership.

The shift towards renting could 
create completely new investable 
asset classes. We envision a future 
where consumption and investment 
are increasingly decoupled, where 
one can invest in a fraction of a 
managed rental apartment, car, 
wardrobe, phone or toy just as 
easily as buying a yield-generating 
corporate bond today. 

We are 
at the 

start of a 
fundamental 

shift in 
consumer 

behavior

Consumption 
should be 
decoupled 
from 
investment 
within real 
estate
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Dealing with a confused 
and uncertain world

On most important measures, 
from life expectancy and infant 
mortality, to nutrition, violent crime 
and war, we are living in a blessed 
age of abundance. But if everything 
is amazing, why is nobody happy? 
Research into uncertainty and 
volatility is in short supply, but 

Google Trends 
index of rising 
interest in anxiety 
since 2004 tells a 
clear story.

For the anxious 
among us, 2020 
got off to a bad 
start: a close call 
on war with Iran, a 
potential pandemic 
emerging from 

China, the attempted impeachment 
of an American president and the 
drama of Brexit. Sustained protest 
movements rally millions every week 
in countries from France to Hong 
Kong, Lebanon to Venezuela. If you 
ask youngsters in the US what they 

are most worried about, 90% say 
anxiety and/or depression. 

One purported cause is the 
sustained news cycle. Amplified 
by social media and pushing ever 
more alarmist narratives that entice 
us to click, view and share, it is 
skewing the worldview of a huge 
chunk of the population. Another 
cause, of course, is that traditional 
identity-granting and ideology-
affirming institutions, like the family, 
church, and state, have decayed. 
The secular trends are single 
households, patchwork families, 
empty pews and disaffected or 
partisan voters.

In these uncertain times, a 
common consumer response is to 
purchase brands that grant a sense 
of security — those known to us 
from childhood, promising quality, 
value, or a certain nostalgia for a 
bygone age. Think of Pepperidge 
Farm, an American commercial 
bakery. Or, of course, to seek refuge 
in brands promising a higher level 
of ‘wellness’ or self-care.

Another way to deal with 
uncertainty is to confront 

the unknown head on — the 
social justice movements that 
have captured young people’s 
imaginations around the globe, from 
MeToo to Extinction Rebellion. The 
consumer equivalent, of course, 
is the rise of brands that promise 
sustainability or fight for social 
justice.

Finally, we deal with uncertainty 
by escaping it. This is an argument 
for products altering the chemistry 
of the human brain (see the section 
on nootropics and adaptogens 
within food). Escapism also favours 
entertainment brands, such as 
streaming services and video 
games. And it explains the immense 
growth in popularity of adventure 
travel tour operators, national 
parks and dedicated deep online 
communities that are isolated from 
politics. 

We believe 2020 will bring more 
uncertainty. Betting on the brands 
that help consumers deal with 
anxieties by finding community, 
establishing identity and escaping 
the chaos should be worthwhile, no 
matter what the financial outcome.
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