Q3 2017 End of an Era
Spotify is the leading streaming company in the world today with over 150 million listeners, and
over 60 million paid subscribers as of mid-year 2017. Like the quality music they stream, we
expect the hits to keep on coming with recent joint ventures with Hulu ($4.99/month student
pricing for both services), and the other multitude of announcements putting them in your life at
every opportunity. Microsoft announced it was shuttering its “Groove” music service and is
sending all its subscribers to Spotify. This is not a new trend, rather, just another signpost along
the road to success for this company.
The financial press has released news of the company doing a direct listing on the New York Stock
Exchange, and we believe this to be a highly likely outcome fairly soon. The company has signed
major labels to renew licensing agreements, and has settled many of the pending litigation issues
surrounding their payment of fees to the music industry. Streaming surpassed all other forms of
revenues for the industry last year, and remains the shining growth engine for artists everywhere.
Spotify is seemingly everywhere these days, with recent launches in Japan, Indonesia and other
countries accelerating their subscriber growth. One need only look at their consistent 35% - 40%
growth, and the surprisingly sticky conversion rate, from “Freemium” to Premium subscribers, in
excess of 20% per annum, to imagine the company at 300 million listeners with over 100 million
paid subscribers around the world.
Revenues are estimated to exceed $5B in 2018, growing to nearly $8B in 2021. Overall growth in
streaming is still accelerating, and with it, Spotify’s musical footprint on the world. Video will
also drive subscriber growth when they choose to roll it out to their large subscriber base. The
company has been nimble at taking opportunities when they present themselves, and has survived
larger rivals such as Apple and Google entering their markets. We believe such an opportunity
will become apparent in the video realm sometime soon, as the capable management team executes
very well.
The company’s valuation, while increasing from its last venture round in ’15 at $8.5B to over $15B
currently, is less than 4x revenues a fraction of Netflix at $77B and 8x revenues. We therefore
believe the stock has major upside, a long-term trend follower, streaming is here to stay. Expect to
hear from us soon, once we get definitive news from the company on its plans.
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Spotify vs Apple Music (Paid Subscribers)

This quarter we dedicate our letter to Tom Petty, who passed following his 40th anniversary tour.
He was a true original and sold 80 million records worldwide in his 40 year career. As I listen to
his songs writing this, I am struck by the honesty in his words. In his iconic “Won’t Back Down”
he writes, “Well, I know what’s right, I got just one life”. This much is true no doubt, and we
believe what’s right is that Spotify will enjoy great success ahead. They won’t back down either,
as management has stood up to Apple, Google and others so far.
Thank you for your support, happy investing and happy fall. Contact us anytime to talk about
things, as we, like Tom Petty, relish our collaborations and discussions with our partners.
As Tom wrote in Square One on the Elizabethtown soundtrack, “My slate is clear”. Peace. Out.
Eric Munson & the Team at

PSP Ventures
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Relevant Articles:
Spotify on pace to grow revenue 40% this year, according to report:
https://www.cnbc.com/2017/10/12/report-on-spotify-earnings-h1-2017-revenue-loss-marginsgrowth.html
Executive Turntable: New Hires at Spotify, Plus Moves at Warner Bros., Pandora and More:
http://www.billboard.com/articles/business/7990202/executive-turntable-spotify-hires-warnerbros-pandora-moves
Spotify voice commands now work on any Google Assistant-supported device:
https://www.theverge.com/tech/2017/10/4/16424644/spotify-voice-commands-google-assistantsupported-devices
Spotify's valuation turned up to $16 billion in private trades – sources:
http://www.reuters.com/article/us-spotify-listing-exclusive/exclusive-spotifys-valuation-turnedup-to-16-billion-in-private-trades-sources-idUSKCN1C226W
Spotify preps to go public with 60M subscribers, outpacing Apple:
https://techcrunch.com/2017/07/31/spotify-vs-apple-music/?ncid=mobilenavtrend
This Is Why Spotify Is Beating Apple Music:
https://www.forbes.com/sites/bobbyowsinski/2017/09/16/spotify-apple-music/#bfdc584170b5
Spotify and Hulu are offering a combined service for students — for $4.99:
https://www.cnbc.com/2017/09/07/spotify-and-hulu-bundle-deal-announced-for-students.html
This is not an offer to purchase securities. Any offer to purchase securities must be made in accordance with all local and federal securities
regulations, and by a private placement memorandum. All the information provided is deemed to be accurate and obtained from reliable sources.
However, there can be no assurances that the information herein is correct. All investors should make their own investment decisions in conjunction
with accountants, advisors and or counsel. Please refer to our Limited Partnership Agreement and Private Placement Memorandum for complete
disclosure about each of our special purpose vehicles. There is a risk supplement specific to each individual company which includes information
on each of the emerging growth equities we invest in, outlining the issues facing the firms. All information herein reflects the opinions of PSP
Ventures, LLC.
The portfolio companies identified do not represent all of the investments made or recommended for the Fund. It should not be assumed that
investments made in the future will be profitable or will equal the performance of the investments in this list. Past performance does not guarantee
future results. Additional information, including (i) the calculation methodology; and (ii) a list showing the contribution of each investment to the
Fund’s performance during the quarter will be provided upon request.
The graphs, charts and other visual aids are provided for informational purposes only. None of these graphs, charts or visual aids can of themselves
be used to make investment decisions. No representation is made that these will assist any person in making investment decisions and no graph,
chart or other visual aid can capture all factors and variables required in making such decisions.
This presentation is strictly confidential and may not be reproduced or redistributed in whole or in part nor may its contents be disclosed to any
other person without the express consent of the General Partner.
Any projections, forecasts and estimates contained in this document are necessarily speculative in nature and are based upon certain assumptions.
In addition, matters they describe are subject to known (and unknown) risks, uncertainties and other unpredictable factors, many of which are
beyond the Fund’s control. No representations or warranties are made as to the accuracy of such forward-looking statements. It can be expected
that some or all of such forward-looking assumptions will not materialize or will vary significantly from actual results. Accordingly, any projections
are only estimates and actual results will differ and may vary substantially from the projections or estimates shown.
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