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Objectives

By the end of this course, you will have:

» A general understanding of the economic and business conditions
impacting technology firms

* Insight into the current environment of the investment and capital

markets

* Insight into the outlook for technology firms
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ECONOMICS AND

POLICY




PRO

Technology enables PROGRESS

PROGRESS

The opposite of PRO is....

CON
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Pandemic economics, recovery and beyond

US economy: Nascent Rebound

= » Supply, demand and financial shocks beginning to ebb
s i
* Resilient rebound
% % * Housing & manufacturing lead rebound=17% of the total economy
i Household consumption a risk due to lack of fiscal support
» Major risk to the economic outlook: second wave of pandemic

Policy response

+ Policy impasse over further fiscal aid a cause for pullback in Q4’20 & Q1°21 growth forecast
* Main Street Lending Program
+ Until there is a vaccine there will be no meaningful recovery

Shape of recovery

» K shaped recover
+ Elongated and frustrating in some industries
» Housing and Auto manufacturing to lead

+ Large firms pickup activity
+ Mid-market moves out of recession
» Long term damage to service sector

Avalara "m

Pandemic economics, recession and beyond

US Growth Picture

* Q1'20: -5%

+ Q2'20: -31.4%

* Q320: RSM Forecast +33.5%
* Q4'20: RSM Forecast +2.25%

Financial Conditions

NG
- + Financial conditions are solid & supportive of growth

» Equity prices back to near or at all time highs
% % N - * Equity market not connected to conditions in the real economy
* Real negative rates

Important Upcoming Dates

* November 3, 2020 U.S. Election
+ Federal Protection for employment has expired
+ Risk of permeant unemployment rising

Avalara RSM
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No Vaccine, No Meaningful Recovery: US Economic Outlook

U.S. daily reported coronavirus cases
Daily and seven-day moving average of newly reported cases of COVID-19 infections
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Middle market sentiment senses relief, rebounds

An easing of the pandemic in August and a late-summer stabilization in overall economic activity
were the primary catalysts behind the sharp increase in the MMBI to 124.1 in the August monthly
reading, up from 101.0 in July 2020.

RSM US Middle Market Business Index
(seasonally adjusted)
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U.S. Tech Sector Employment

HISTORICAL UNEMPLOYMENT RATE TRENDING

— T Occ. Unemployment Rate

MNational Unemployment Rate
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New economy: companies are doing more with less

s Toble 41 Marker Capitalization o 1 The World's Most Valuable Brands 2019
k Employees for Top Firms, 1962 254 2:1::
. Milll'k.tl‘ 't'np (in Toeal
Largest companies S billions) employees
1962
ATE&T 20 5641606
General Motors 12 P
2017
Apple 800 116,000
Google/Alphabet 679 73992
Microsoft 540 114,000
Facebook 441 18,770
Oracle 186 136,000
Cisco 157 73,390
Priceline 92 20,500
Qualcomm 85 30,500

Sarie: Thie 1962 number for toral employees comes from Compustat v
“Capital Markets and Job Creation in ehe 2ts Century” Center fo e |.
Mansgoment, Brookings Institurion, December 2015, p. 7 The 1962 mat :“ ,-.I|I:
Leatifin values for Genera] Motors and ATET were compu stedd by the a l\|1:| ||:u i
surket cagiralizacions and employee figures are que oted i Mary Meeker, = -
Book: The future |EEghew Kl Perkins, 2017, _

srat via Jerry Davn,
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World s largest economy, but concentrated .
..31 counties generate 32% of U.S. GDP
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31 U.S. counties generate 60% of the technology industry’s output

59%
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AVCI'.CII’G Source: Bloomberg analysis of Bureau of Economic Analysis data I —

Brookings Institute: Top 20 U.S. metros generate more output per worker in
in the technology and finance industries.

Avg. output per worker by industry group, 2017
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In the current environment, the concept of technology ecosystems is still intact

Entrepreneurs

Corporate

Risk Capital

Avalara RSM

Source: MIT © 2020 RSM US LLP. Al Rights Reserved

The DMV is an ecosystem with a fast-growing number of entrepreneurs.
Many U.S. Tech hubs are expected to receive an influx of tech talent as
people leave the Bay Area.

US, high-growth entrepreneurship hotspots* Score: | 2lo_l_6|_s|u_(lzo
Metropolitan areas, latest o 40 0 . b
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—Mark Zuckerberg,

CEO of Facebook “l think we’re going to be the most

Inc. forward-leaning company on remote
work at our scale, for sure, but we’re

going to do this in a way that is
measured, and thoughtful and
responsible, and in phases over time.”

startup Carbon Inc. innovation. Innovation is hard to
schedule—it’s impossible to schedule.”

©2020 RSM US LLP. All Rights Reserved

— Ellen Kullman, 13 F
CEO of 3-D printing | | What | worry about the most is

11
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—Tim Cook, CEO “In all candor, it’s not like being together
physically. And so | can’t wait for
everybody to be able to come back into the

of Apple Inc.,
speaking at a virtual
conference hosted
by the Atlantic in office. | don’t believe that we’ll return to the

September way we were because we’ve found that
there are some things that actually work
really well virtually.”

©2020 RSM US LLP. All Rights Reserved

Survey Says...

VMware and Twitter have reduced pay for remote workers.
How do people feel about people
leaving the bay with a pay cut?

Indifferent.

469 o

No | shouldn’t get a
Happy to take a pay cut if I'm doing
paycut for better the same work.

WLB and reduce 2895, 48%
total cost of living.
2601,

RSM

AVG'.GI'CI Source: Blind poll results as of September 16, 2020
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Venture capital and private equity deal making through early September 2020

Venture Capital deal counts and capital raised
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Private Equity deal counts and capital raised
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U.S. technology industry has been targeted for 2020 SPAC IPOs.
The average SPAC this year has raised $389 million (70% increase from 2019)
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U.S. TMT IPO Activity — 2020
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Tech Bubble?

47.8

322

Microsoft Amazon

36.5
255
16.0 15.5
10.5 9.4
6.7
il - B -

Texas Oracle

Instruments

Apple Intel Cisco Micron

m Dot Com Bubble Peak EV to Sales m Present - EV to Sales

* Comparison of enterprise value to trailing 12 months of sales from the 1999 peak to current ratio
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Cloud market spending forecast (billions)
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SaaS market by application

Enterprise

System and Other, 7% Resource
Service Management, 14%
Management. 5%

Production, 5%

Security. 8%

Customer
Relationship

Collaborative, 9% Management, 29%

Human Capital
Management, 11%

Content Workflow.
12%

ﬁ‘valara Source: International Data Corporation
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Pandemic tailwinds for collaboration tools

DocuSign Net Adds By Customer Size
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50,000
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20,000
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mEnterprise  mSmall Business

Source: Company fillings, Bloomberg
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Net Dollar Retention rate considers upsells,
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What emerging technology do you believe will have the greatest impact
on the finance and accounting profession in the next three years?

a. Robotic process automation 34.4%
b. Data science 14.1%
c. Artificial intelligence 22.7%
d. Data visualization 5.8%
e. Blockchain 6.6%
f. Budgeting, planning, and forecasting tools 12.1%
g. Something else 0.9%
h. Not sure 3.5%
Source: Recent RPA webinar hosted by Institute of Management Accountants (IMA) with nearly 1,500 attendees globally
fvalara "m
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The Online Gaming Ecosystem

D—,;tributo 1s/Retajlg, re
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* Telecommunications
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Technology industry business considerations

Our Technology practice offers deep understanding of the issues that affect our clients’ businesses to help them grow in
a changing digital and connected world.

|1 ' Rapid digital

transformation

Accessing how well a company
transitions from quote to cash
Prioritizing client experience throu
onboarding and renewals
Establishing effective change
management

Assessing and mitigating cyber
threats

Supply chain

« Section 301 investigations’ impact on
technology supply chains

« Leveraging technologies to reduce
costs and enhance productivity

« Monitoring inventory levels and
working capital

« Diversifying reliance on single
geography supply chains

Regulatory, trade
and policy

Understanding the impact of trade
deals and tariffs

Protecting trademarks and intellectual
property

Reviewing contracts for pricing
opportunities

4o

Scaling and capital markets

* Preparing your business for
investment
Growth investment options
Navigating the fundraising process
Managing cash burn while driving
growth
Scaling through resellers vs. inside
sales channels

Budgeting and planning

Mitigating rising labor costs
Carrying adequate insurance
coverage

Planning for supply chain pricing
shocks

Investing in and applying business
intelligence tools

Accessing security and privacy risks Buy vs. build strategies for growth

Global Innovation Human Capital
+ Taking ideas from inception to impact
Creating a culture that enables and

promotes innovation

Monitoring geopolitical risks and
global economic exposure
Structuring your business to . .
support changing operations Engaglng the'star}up cqmmun@
Cultivating a global company Actively contributing to innovation
el ecosystems

Finding new ways that data and

emerging technologies can transform

user experiences

Mitigating the effect of rising wages
and changes to benefits

Recruiting and retaining talent
Awarding equity grants to employees
Investingin culture and company
values

Accommodating flexible work
arrangements

@ Addressing international labor issues

RSM
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This document contains general information, may be based on authorities that are subject to change, and is not
a substitute for professional advice or services. This document does not constitute audit, tax, consulting,
business, financial, investment, legal or other professional advice, and you should consult a qualified
professional advisor before taking any action based on the information herein. RSM US LLP, its affiliates and
related entities are not responsible for any loss resulting from or relating to reliance on this document by any
person. Internal Revenue Service rules require us to inform you that this communication may be deemed a
solicitation to provide tax services. This communication is being sent to individuals who have subscribed to
receive it or who we believe would have an interest in the topics discussed.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network
of independent audit, tax and consulting firms. The member firms of RSM International collaborate to provide
services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each
member firm is responsible only for its own acts and omissions, and not those of any other party. Visit
rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

RSM, the RSM logo and the power of being understood are registered trademarks of RSM International
Association.
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