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WELCOME
Dear Valued Reader,

Welcome to the February 2016 edition of the Venue Market Spotlight. This month, we will look  
at one of the newest and rarest creatures to grace the deal making landscape —Unicorns.

Describing startups worth US$1bn or more as unicorns has only been a part of the corporate 
lexicon for about three years. However, according to The Wall Street Journal, 146 companies 
are counted as unicorns as of February 2016, with a combined worth of US$525.6bn. The most 
highly prized of these is Uber, which was last valued in August 2015 at US$51bn.

Yet, while valuations for tech startups have soared over the past few years, the current market 
presents challenges. For example, financing terms are becoming increasingly more strict. In fact, 
research by law firm Fenwick & West found that financing terms for unicorns in the fourth quarter 
of 2015 had become progressively investor-friendly.

The discussion around unicorns has therefore taken a more cautious turn, and survey 
respondents expect their valuations to dip in the coming year. And while North America and 
Asia will continue to churn out tech startups across all facets of industry, the likelihood they will 
reach the huge valuations of companies such as Uber and Airbnb seems more farfetched than 
last year. For those companies looking to jump the $1bn barrier in 2016, will they reach unicorn 
status, or will it just be a case of beating a dead horse?

At RR Donnelley, we understand that speed to close can mean everything in terms of deal 
valuation.  Our clients come to us for support during the most important and transformational 
times in their business, leveraging our technology and service platforms to accelerate their 
entire corporate development process. As the leader in critical business communications to the 
global capital markets, in 2015 we serviced the majority of the IPO market, and brought more 
deals to fruition than any other financial services provider. 

As always, thank you for your interest in this month’s Spotlight.

Sincerely,

Tom Juhase
President, Financial Services Group
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FOREWORD
Technology M&A has boomed in the last few years. In particular, 2015 
saw the sector strike over 2,300 deals worth US$416bn. While this was 
driven in part by consolidation plays such as Avago’s US$33.7bn purchase 
of Broadcom, another factor in the sector’s rise has been the emergence 
of unicorns. Blockbuster deals such as Facebook’s US$19bn buyout of 
Whatsapp in 2014, for instance, exemplify how big these companies can 
become when sold. And with firms such as Uber and Xiamo – the two most 
highly valued startups, worth a combined US$97bn – on the surface it looks 
like expectations for tech’s most cutting-edge companies can only rise.

However, economic uncertainty, the opaqueness of valuing unicorn potential and  
a shift in the financing landscape have turned the pressure up on tech’s most promising 
startups. To some extent, this uncertainty is reflected in this month’s Spotlight. Almost a 
third of respondents think the valuations of tech firms worth US$1bn-plus will fall, while 
only 12% expect them to increase. Elsewhere, respondents see the poor performance  
of unicorn IPOs and failure to meet growth expectations as the main risks and 
challenges faced by unicorns.

Despite this, there are areas of optimism. Other key findings include:

E-commerce will see the most M&A activity involving unicorns, 
according to 52% of respondents. Cloud computing (48%) 
and big data (40%) are also expected to see action involving 
US$1bn-plus valued startups.

Unicorns will go to market mainly for growth capital (76%), 
respondents say. The second-biggest reason for going  
to market will be equity holders looking for exits (44%). 

Airbnb and Snapchat are the most likely to be bought  
or go public in the next year, according to roughly a fifth  
of respondents each.

Dealmakers are confident, therefore, that tech’s hottest properties can still be a boon  
for the market, from the venture capitalists who back them to blue chips acquiring 
them. However, with valuations expected to fall and uncertainty hitting the markets 
and unicorns themselves, the picture this year is less clear than it was in 2015.

Economic uncertainty 
and a shift in the 
financing landscape 
have turned the 
pressure up on tech’s 
most promising startups.
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What will happen to the valuations of unicorns in the next  
12 months?

The vast majority of respondents believe that unicorns’ 
valuations will either decrease (64%) or remain the same 
(24%) over the next 12 months. In explaining their pessimism 
regarding valuations, respondents cited overall volatility in the 
market, low profitability at many unicorns, and the perception 
that valuations are already sky-high. One senior director for 
strategy at a corporate estimates that unicorns are “not worth 
even 10-20% of their current valuations. Investors are getting 
tense after the poor performance of recent unicorn IPOs and 
certainly the valuations will not increase from here.”

Indeed, two prominent unicorn IPOs from 2015 have left many 
investors disappointed. Online storage company Box debuted  
in January 2015 at over $23 a share and by mid-February 
2016 had lost more than half its value, trading at around $10  
a share. Payments processor Square has seen its stock fall 
almost continuously since its first day of trading in November 
2015, dropping from $13 to below $9 by mid-February.

A head of strategy at a corporate notes that some unicorn 
valuations have already been in decline. For example,  
Fidelity Investments marked down its holding in photo-sharing 
company Snapchat by around 25% in November. “Generally 
unicorns have already reached their peak valuations, and 
without any actual generation of cash or profit,” the head of 
strategy says. “They are being forced to accept new funding  
at lower valuations.”

Which regions are most likely to see the most new unicorns 
appear in the next 12 months? (Select top two)

Respondents say North America (96%) and Asia-Pacific (80%) 
are the most likely regions to see new unicorns spring up in 
the coming 12 months. They add that economic turmoil will 
hold back companies in Europe and Latin America. According 
to a senior managing director at a private equity firm, the US 
remains the country best suited for budding entrepreneurs. 
“The confluence of a large pool of capital, world-class talent, 
a vibrant support infrastructure and a risk-loving culture will 
continue to breed a self-fulfilling cycle of innovation in North 
America,” he says.

The US and Asia currently have far more unicorns than other 
regions: As of mid-February, 88 of 146 current unicorn firms 
had their headquarters in the US, 26 resided in China, and 
seven were based in India.  Many of our survey respondents 
expect Asia’s enormous population to provide the capital 
and user-base critical to the formation of new US$1bn-plus 
companies. “Asia Pacific is a fascinating market led by China 
and India,” says the head of M&A at a corporate. “There is huge 
money in the hands of private investors and there is an equally 
significant number of startup companies.”

One respondent argued that Europe is less likely to produce 
unicorns because the economies of the continent are still 
struggling. “I would say the focus in Europe right now is 
completely on stability and debt issues, and there is no willingness 
to tolerate economic disruption,” says the CFO at a corporate.

SURVEY
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Which unicorns are most likely to be bought or go public in the 
next 12 months? (Name up to three companies)

Among the current crop of unicorns, the ones most likely  
to go to market in the next 12 months are Airbnb, Snapchat, 
and DocuSign, according to our survey respondents. All three 
companies have flirted with holding IPOs in recent years but 
have not yet pulled the trigger.

Home-rental service Airbnb had a valuation of around US$25bn 
as of mid-February, putting it near the top of the unicorn heap. 
The company expected to pull in about US$900m in revenue 
in 2015, although it also expected an operating loss of about 
US$150m. Photo-sharing app Snapchat has an enviable 
valuation of around US$16bn, but a less-proven business model. 
Last year, CEO Evan Spiegel said the app was approaching 
100m daily users, and the company has reportedly been 
looking for an ad tech firm to help it monetize its user base. 

DocuSign, which produces e-signature software, is valued at 
around US$3bn and has reportedly been on track to hold an 
IPO since late 2015.  The company says its software is used by 
more than 100,000 firms globally, including majors such as HP.

More than 5% of respondents also predict activity in the offing  
for taxi-hailing app Uber (US$51bn). In February, it was 
reported that Uber had raised about US$500m in its latest 
round of fundraising from wealthy investors who had not even 
seen its financial data  – showing that its appeal could be broad 
in a public offering.

SURVEY (CONTINUED)

Which sectors will see the most M&A activity involving 
unicorns in the next 12 months? (Select top two)

About half of all survey respondents identify e-commerce and 
cloud computing as the sectors most likely to see M&A activity 
among unicorns over the coming 12 months. E-commerce holds 
particular promise due to the presence of untapped markets 
in emerging Asia, says the head of M&A at a corporate. 
“E-commerce has a huge market – with penetration into rural 
areas, you can imagine the scope these e-commerce businesses 
have,” he says. “There are many startups in India and China  
in the e-commerce space that are expected to become unicorns.”

In the areas of cloud computing and big data, many respondents 
expect consolidation to drive dealmaking, as firms try to survive  
in a competitive market. Last year, some of the largest deals  
in the space involved private equity buyers: The Carlyle Group 
paid US$7.4bn to acquire data software provider Veritas in 
August, while the Canada Pension Plan Investment Board and 
Permira Advisers-led consortium took data firm Informatica 
private for US$4.5bn in April.

A smaller proportion of respondents believe dealmaking will 
be most active among unicorns in fintech (24%), social media 
(20%), and healthcare (16%). One managing director at 
an investment bank (IB) says fintech will lead the way due to 
companies’ need to upgrade their payment processing and 
financial security competencies. “The large corporates will focus 
on acquiring fintech capabilities to develop end-to-end services 
with zero fraud or breaches,” says the IB managing director.
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What will be the biggest drivers of unicorns going to market in 
the next 12 months? (Select top two)

The pressure on unicorns to grow is intense, and 76% of survey 
respondents believe the need for capital to fuel that growth 
will be the biggest driver of unicorns going to market in the 
coming 12 months. From Q2 to Q4 2015, US-based unicorns 
performed 52 financings with an average round equal to 
US$222m, according to research by law firm Fenwick & West. 
There is reason to think that trend will continue, says a senior 
partner at a private equity (PE) firm: “Since unicorns do not have 
any strong and stable capital generation, they rely on external 
capital and will continue to need capital for growth.”

Forty-four percent of respondents think that unicorns will  
be driven to market due to equity holders seeking exits.  
One notable unicorn exit took place earlier this month: 
Internet of Things developer Jasper Technologies, backed 
by venture capital funds and PE firms, was sold to Cisco for 
US$1.4bn. A partner at a PE firm said he expects more such 
sales: “There is growing discontent among the investor class,  
as returns haven’t met their expectations, and now that 
valuations have increased, most of them are eagerly awaiting 
good opportunities to exit,” he says.

A tiny minority of respondents (4%) thinks unicorns will go 
public due to a lack of supply compared to the demand for 
IPOs. “Public markets are awaiting good opportunities to find 
unicorns that are attractive from an investment point of view,” 
says a managing director at an investment bank.

What will be the biggest risks/challenges to unicorns going  
to market in the next 12 months? (Select top two)

The subpar performance of recent unicorn IPOs will be the 
biggest barrier to unicorn M&A activity in the next 12 months, 
according to a majority of respondents (56%). Disappointing 
debuts by the likes of Square, Box, and handcrafts marketplace 
Etsy – whose stock has fallen by more than 70% in the nine 
months since its IPO in April 2015 – have left a bad taste in 
the mouth of many investors. “There have been significant 
expectations from the IPOs of unicorns, but recent IPOs have 
performed poorly and all the high expectations have turned 
into fear,” says a managing director at a PE firm. “IPOs from 
these unicorns will face resistance at high valuations.”

Other challenges for unicorns cited by respondents include the 
failure to meet growth expectations (40%), market volatility 
(36%), lack of profitability (28%), and valuation markdowns by 
equity holders (28%). Tumult in global equity markets over the 
first six weeks of 2016 has put a damper on public offerings, and 
the possibility of a US recession has caused many investors to 
question unicorns’ prospects. “Stock markets have already lost 
enormous value this year and investors are afraid of investing in 
such a time,” says a partner at a private equity firm. “Even an IPO 
from a unicorn does not guarantee high momentum.”
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PE VC deals in the room
Venue® data room: A special report

Oracle acquires AddThis
January 5, 2016

Target: AddThis
Counsel for Target: Cooley LLP 
Counsel for Buyer: Morgan Lewis & 
Bockius LLP 
Private Equity for Seller: New 
Enterprise Associates; Novak Biddle 
Venture Partners LP; Institutional Ven-
ture Partners; Rho Capital Partners; 
ZG Ventures, LLC 

Industry: Computer software; Internet 
/ ecommerce

IBM acquires Cleversafe 
October 5, 2015

Financial Advisor for Target: Houlihan Lokey 
Counsel for Buyer: Cravath, Swaine & 
Moore LLP 
Private Equity Firm for Seller(s): In-Q-Tel, 
Inc.; New Enterprise Associates; Motorola 
Solutions Venture Capital; Harrison Street 
Real Estate Capital, LLC; Pritzker Group 
Venture Capital; Alsop Louie Partners; 
Presidio Ventures, Inc.; OCA Ventures; 
Batterson Venture Capital, LLC
Industry: Computer services; Data     
processing; Hardware maintenance

Liberty Interactive 
Corporation acquires 

zulily, inc.
October 1 2015

Financial Advisor for Target: Goldman 
Sachs 
Counsel for Target: Cooley LLP; Weil 
Gotshal & Manges LLP 
Counsel for Buyer: Baker Botts LLP 
Industry: Consumer: Retail; Internet / 
ecommerce; Apparel; e-retailing

 eBay Inc. acquires 
Twice

July 27, 2015

Target: Minno Inc.
Private Equity Firm for Seller (s): 
Western Technology Investment; 
Felicis Ventures LLC; Andreessen 
Horowitz LLC; Lerer Hippeau 
Ventures; IA Ventures; SV Angel 
Industry: Internet / ecommerce; 
e-retailing; Trading / procurement 
systems

 Cisco Systems, Inc. 
acquires Lancope, Inc.

December 28, 2015

Target: Lancope, Inc.
Financial Advisor for Seller: William Blair 
& Company 
Financial Advisor for Buyer: Barclays 
Counsel for Buyer: Fenwick & West LLP 
Private Equity Firm for Seller: H.I.G. Capital, 
LLC; Canaan Partners; GMG Capital 
Partners, L.P.; Council Ventures
Industry: Computer services; Computer 
software; Telecommunications: Hardware

Twitter acquires 
TellApart 

April 28, 2015

Target: TellApart, Inc.
Private Equity Firm for Seller: 
Bain Capital LLC; Greylock 
Partners 
Industry: Internet / ecommerce; 
Media; Advertising; Search engines 
and other internet enabling 
technology

Pamplona Capital 
Management LLP 

acquires MedAssets, Inc.
November 2, 2015

Financial Advisor for Target: Deutsche Bank 
AG; Goldman Sachs
Counsel for Target: Davis Polk & Wardwell 
LLP; Fried Frank Harris Shriver & Jacobson 
LLP; Willkie Farr & Gallagher LLP 
Financial Advisor for Buyer: Barclays; 
Morgan Stanley
Counsel for Buyer: Simpson Thacher & 
Bartlett LLP 
Industry: Computer software; Medical; 
Services (other)

Opus Global Holdings 
acquires Alacra, Inc.

September 30, 2015

Target: Alacra, Inc.
Financial Advisor for Target: 
Marlin & Associates 
Private Equity Firm for Buyer: 
GTCR, LLC 
Industry: Computer software; 
Media; Services (other)

Blackboard acquires 
SchoolWires Inc.  

February 4, 2015

Target: SchoolWires Inc.
Financial Advisor for Target: Evercore 
Partners Inc.
Private Equity Firm for Buyer: Provi-
dence Equity Partners LLC
Private Equity Firm for Seller: Kennet 
Partners Limited
Industry: Computer software; Services 
(other); Educational & Training Services

Deals. Done. Simple.

For more information:
Please contact your 
RR Donnelley Sales Rep.
Call 1.888.773.8379

Or visit www.venue.rrd.com
Venue demo (audio enabled):
http://www.rrdonnelley.com/venue/
Resources/ProductDemo.asp
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ABOUT RR DONNELLEY

About Venue

design that allow you to easily organize, manage, share and track all of your 

you can manage who has access to your data room, which documents they see,  
and how they can interact with those documents. 

Venue data rooms are backed by RR Donnelley, a $11.6 billion corporation with 
more than 500 locations and over 65,000 employees worldwide. RR Donnelley’s 
total revenues are larger than all other virtual data room providers combined.   
We bring extensive experience to providing integrated communications services.

us directly.

Da Sr. 
D

255
Fax: 212.341.7475 |venuecommunications@rrdvenue.com

RR DONNELLEY AT A GLANCE

 $11.6 billion 2014 net sales

65,000+ Employees
500+ Global locations

Nearly 125 Manufacturing 
locations

750+ Issued and 
pending patents

Nearly $2 
billion

Capital 
investments over 
the past six years

RR Donnelley is a global provider of integrated communications. Our 
company works collaboratively with more than 60,000 customers worldwide to
develop custom communications solutions that help to drive top-line growth, 
reduce costs, enhance ROI and ensure compliance. Drawing on a range of 
proprietary and commercially available digital and conventional technologies 
deployed across four continents, the company employs a suite of leading 
Internet based capabilities and other resources to provide premedia, printing, 
logistics and business process outsourcing services to clients in virtually every 
private and public sector. 

VENUE€ Market Spotlight: Unicorns
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VENUE® DATA ROOM
The World’s Workspace

powerful, intuitive features that deliver what you 
need right now.

Venue is the fast-growing virtual data room solution of RR Donnelley, the leader in integrated communications 
services.  Our Venue virtual data room provides a secure online workspace with a powerful feature-set and an 
intuitive design that allow you to easily organize, manage, share and track all of your sensitive information. 
A Venue workspace provides complete control, ensuring that you can manage who has access to your data 
room, which documents they see, and how they can interact with those documents.

We serve hundreds of thousands of Venue users, who are accessing content related to the highest profile deals 
in the market.  With a Venue data room you have access to the RR Donnelley global footprint, where you can 
leverage our suite of financial services— everything you need from pre-negotiation to post-transaction filing and 
archiving—anytime, anywhere.

Best-in-class security: Trust your information to our 
industry-leading security: AT 101 compliant, redundant, 
third-party-tested platform, exclusive protection features 
and maximum precautions for all interactions.

Mobile : Venue mobile allows you to manage your 
documents and users no matter where you are, in a 
variety of different languages.  Whether you are rushing 
to a meeting—or in the midst of travel—access your 
Venue data room in a familiar and easy-to-use interface 
from any IOS device.

The Venue Executive Suite: Leverage the enhanced 
functionality of the intuitive Venue interface to 
deliver even more control over and access to your  
multiple Venue data room projects from the executive
level dashboard.

Unmatched room service: We give you hands-on, start-
to-finish service that’s unique to the industry.  The 
Venue team delivers local service no matter where you 
are thanks to in-house staff at hundreds of locations 
around the globe.

Google search: Secure, full-text search, powered by Google.

User activity reports: Track exactly who is—or isn’t—
accessing the files of your data room with instant, real-
time reports.

One-click translations: Continue to leverage the RR Donnelley 
global footprint to help you do business anywhere in the 
world, easily and securely, with our translations services.  
Our linguists translate documents within a Venue data room 
in over 140 languages—with a simple click.

For more information please visit www.venue.rrd.com.
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