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Start-ups braced for
coronavirus bruising

Survivors can
look forward to
greater market
share, writes
Mercedes Ruehl

n 2013, Simon Loong

launched Hong Kong fin-

tech WeLab using a small

loan — just four years

later the business was
profitable. As one of the lead-
ers of the second FT Asia-Pa-
cific High Growth Companies
ranking, WeLab's story is tes-
tament to the favourable busi-
ness conditions that start-ups
in Asia can enjoy.

‘WeLab, an online platform
that offers users a range of
services including loans,
already had a presence in
Hong Kong and mainland
China. In 2018 it entered Indo-
nesia via ajoint venture witha
local 1 The

moving online, boosting com-
panies like WeLab that are
eager to meet their needs.
Little wonder, then, that
once again technology busi-

ate.
resultant Maucash platform
acquired more than 600,000
registered usersin its first year
of operations — a faster user
growth rate than when it
entered mainland China in
2014.

Its momentum to this point
reflects how the Apac region’s
youthful population — which
in places like India and Indo-
nesia is chronically “under-
banked” or lacks access to
financial services entirely — is

many bright spots in the
region, it does not, however,
reflect the impact of the coro-
navirus outbreak, which
undoubtedly will hit many

nesses along with fintechand companies’ revenues hard.
ce overwhelmingly The IMF forecast this month

d e this year’s list, thattheglobal economywould
together accounting for more  shrink 3 per cent in 2020, the
than 30 per cent of the 500. biggest contraction since the

The 2020 list, compiled with ~ Great Depression.
Statista, a research company, Yet the strongest businesses
includes businesses from the that survive the fallout from
Apac region’s most developed thep ic can atleastlook ecommerce companies in sec-
markets, ranking them by forward to opportunities to tors from electronics to travel.
their compound annual expand their presenceintheir ~With 2018 revenues of $64m,
growth rate (CAGR) in reve- respective markets. it has enjoyed a CAGR of 493
nues between 2015 and 2018. For the second time, the percentsince2015.
(As with the 2018 ranking, company topping the list is In terms of countries, India
China hasbeen omitteddueto Australian. Cover Genius, was the biggest contributor to
difficulties in verifying data.) founded in 2014, is an insur-  the ranking with 140 compa-

‘Whilethe datahighlightsthe ance platform that serves nies, four of which are in the

top 10. These include pay-
ments company Paytm, online
education start-up Byju's and
food delivery group Zomato.
India’s dominance is not sur-
prising given its population of
nearly 1.4bn, points out Neha
Singh, co-founder of Indian
data provider Tracxn. The

We’ve got it covered Top-ranked Australian insurtech shows how necessity is the mother of invention

When Angus McDonald and Chris
Bayley struggled to find insurers
who would help their online travel
business sell policies fo customers
overseas, they did not despair. They
Just built their own insurance
distribution platform and
transformed it info one of the
fastest-growing companies in the
Asla-Pacific region.

“We had lofs of customers in
France, the UK, Latin America and
elsewhere, but to get [ them]
insurance, it meant trying to do
separate deals with dozens of
country managers from traditional
insurers,” recalls Mr Bayley, chief
innovation officer at Cover Genius,
who formerly ran Google’s insurance
team in Australia. “Global
ecommerce businesses weren't
being served by the insurance
community.”

Cover Genius, founded in 2014,
tops the ranking of high-growth
Asia-Pacific companies, compiled for
the FT by research company
Statista. The insurance platform,
headquartered in Sydney, delivered
a compound annual growth rate in
revenues of 493 per cent between
2075 and 2018, generating revenues
of AS91m ($64m) in 2018.

The venture targets businesses
that want to offer their customers
insurance along with their core
products, without the hassle of
dealing directly with “We

do all the management of the
insurance products — the licensing,
facture, the ar of

recently signed deals with global
ecommerce group eBay and

schemes and processing of claims,”
says Mr Bayley, adding that it works
with big insurers to underwrite the
products.

Like a traditional insurer, Cover
Genius is regulated in the markets in
which it operates and is licensed in
more than 60 countries. The effort
involved in gaining those licences
and the complexity of providing
policies across national boundaries
act as high barriers to entry for
potential competitors.

Cover Genius scored an early
breakthrough by signing
Booking.com, one of the world's
biggest online travel companies, as
a key partner in 2014. It has since
expanded its range of policies fo
cover goods, shipping, commercial,
house moves and pef insurance.

The company has sold several
million policies worldwide, including
2m in the US travel and mobility
sector over the past three years. It

|
‘“Traditional insurers still
don't have platforms
and lack the
co-ordination required
for global supply’

X, a US car dealership
software ¢

Cover Genius now has offices in

London, New York, Sydney, San

Francisco, Seoul, Kuala Lumpur,

Manila, Amsterdam and Tokyo.

Its transformation from an online
travel company info an insurance
provider required the pair to hire
staff with deep knowledge of the
industry; about a quarter of the
staff's employees are insurance
experts and 40 per cent are
technology specialists.

One of the founders’ shrewdest
decisions was fo take on as
chairman Jim Sutcliffe, a former
chief executive of Old Mutual and
chairman of Sun Life, in 2015. “He
could see the problems in the
insurance space and that there was
a big opportunity o attack,” says Mr
McDonald.

Cover Genius has suffered,
however, from the coronavirus crisis,
which has hit the travel and
ticketing industries. Yet Mr Bayley
counters that the resultant surge in
online shopping has boosted its
retail insurance business, ensuring
thec C to
revenue. It has no plans to slow its
expansion in response to the virus.

He says: “We are cash flow
positive and have always been
pretty lean. We figure, at the end of

Bayley an Donald

this crisis, the strongest companies

James Cameron, a partner at
Airtree Ventures, a venture fund
invested in Australian insurance
technology company Huddle, says
the sector is ripe for disruption by
nimble “insurtech” start-ups as their
traditional peers underinvest in
research and development,
spending roughly half as much as
banks.

“Incumbent insurers are
struggling to innovate and the
insurtechs are eating their lunch
globally,” he says.

Mr Bayley says the company’s
main competitors remain traditional
insurers — on whom it also relies fo
underwrite its policies — rather than
fellow digital insurance start-ups.

“Traditional insurers still dont

remain.” have platforms and lack the co-
At the start of the 'S d for global
Journey, Cover Genius received supply,” says Mr Bayley.

funding from several London-based
insurance executives, including Mr
Sutcliffe. Last year it raised $10m in
a funding round led by King River
Capital, a venture firm based in

Rival fintechs, he says, either do
not do the insurance side of the
business, including the licensing and
claims processing, or they do not
provide products on a global scale.

Sydney and California. This, he argues, creates a big
Cover Genius Is targeting a opportunity for Cover Genius.
further funding round, which could “There are some fundamental

be worth up to $70m, according to
Mr McDonald. This will be used to
expand its global footprint into
India, Indonesia, Brazil, the US and
Argentina. Yet the coronavirus crisis
could make access to funding
trickier.

shifts occurring. More and more
stuff is going online, people want to
get more from their favourite online
brands and there is a shift away
from traditional direct insurance.”

Jamie Smyth
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challenge, however, is making
money.

“Globally it is the third-larg-
est geography in terms of [ven-
ture capital investment] after
the USand China . . . but there
are different views on how
resilient [Indian start-ups]
are,” Ms Singh says, adding

Hustrations: Cat ONel

that few of the top Indian com-
panies on the ranking are prof-
itable. “Itis suchalarge growth
story, though, that deep-pock-
eted investors are still inter-
ested,” sheadds.

Indonesia, meanwhile, con-
tributed just two companies to
the list, yet both of them —
Fabelio, an online furniture
retailer, and Bukalapak, a dig-
ital marketplace — rank in the
top20.

In terms of cities, Singapore
overtook Tokyo this year for
having the largest number of
high-growth companies (74),
followed by the Japanese capi-
tal (69) and Sydney (34).

Singapore’s “good ingredi-
ents” have made it a favoured
destination for both domestic
entrepreneurs and those from
the wider region, says Patrick
Yeo, a partner at PwC who
advises b locating in

Many start-ups have
not experienced

the city state. “Singapore is the
headquarters for these compa-
nies but the operations from

ST which they derive their reve-
what tis To.have nue are not necessarily all
forward estimates from there,” headds.

i One such example is ride-
go up in smoke - pary Grab, ehich

moved its headquarters from
Malaysia to Singapore in 2014.
The city now acts as a base
from which it serves other
marketsin south-east Asia.

Grab ranks 20th, with a
2015-18 CAGR of 233 per cent.
The business, which is backed
by SoftBank and was valued at
$14bn before the pandemic, is
also a company that its west-
ern counterparts are looking
toforideas.

The company launched its
original ride-hailing app in
2012, with the aim of becom-
ing the Uber of south-east
Asia. It has since widened its
offering beyond simply getting
people “from A to B”, says
Ming Maa, Grab president. It
now offers loans, and grocery
and laundry delivery. “The
more services a customer uses,
the more revenues we are able
togenerate.”

Now, it seems, US rival Uber
is imitating the “super app”
strategies of Grab and Indone-
sia-based Gojek. Uber chief
executive Dara Khosrowshahi
last year declared he wanted
“Uber to be the operating sys-
tem for your everyday life”.

| India accounts for
more than a quarter
of the list
Number of companies by

counfry o 50 100 150

India
Japan
Australia
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Tech dominates the
ranking
Top 10 sectors by number

of companies 0 40 80120

Technology
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Advertising
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Source: Statista

Gojek, as with some other
Asian companies valued above
$1bn such as Indonesian ecom-
merce player Tokopedia,
declined to be featured on the
list. Some companies did not
want to make their figures
public or chose not participate
for other reasons.

Pandemic fallout

Even before this crisis, growth
had begun to show signs of

lowing for some pani

since 2018. Bukalapak’s app
download figures on Appleand
Android devices halved
between January and Decem-
ber 2019, from about 1.4m to
692,000, according to data
from Sensor Tower.

Asia has historically been
effective at building online
marketplaces such as Grab’s
“superapp” model and such
ventures will face less pressure
than smaller start-ups during
the coronavirus-led downturn,
says Jonathan Woetzel, Asia-
based director of the McKin-
sey Global Institute.

“There will be volatility.
Does that translate into

Continued on page 5
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Indian fintech
faces big test
as economy

feels the heat

Lending Start-ups help boost SMEs but a
liquidity crunch looms, says Stephanie Findlay

rowing up in Mumbai in
a family of entrepre-
neurs, Hardika Shah
knew of the troubles
small businesses face in
India. “Isaw the constant struggle for
capital,” says Ms Shah, who returned
to the country from the US almost a
decade ago to start Kinara Capital, a
small-businesslender.

So much had changed in India,
except for an old, familiar problem: “I
recognised that while the economy is
booming and every engineer is out
getting a job, the small-business own-
ers were still struggling,” she says,
speaking from her base in Bangalore,
India’s tech hub.

Kinara is now one of India’s fastest-
growing companies, providing loans
from $2,000 to $25,000 to small busi-

nesses in the manufacturing sector,
with the average loan amount being
$5,000-$7,000. Kinara ranks 64th on
this year'’s list of high-growth compa-
nies in the Asia-Pacific region after
delivering a compound annual
growth rate in revenue of 126 per cent
between2015and 2018.

Yet, as the coronavirus crisis takes
hold, many Indian businesses face an
immediate threat to liquidity,
demand and ultimately growth. Fin-
tech in particular is braced for a
storm, with many lenders reducing
loan sizes and fleeing to higher-qual-
ity borrowers to limit risk.

With 140 companies, India pro-
duced the highest number of entries
on the 500-strong ranking. Yet
although four of the top 10 Apac cities
on the list by number of companies

are Indian — Mumbai, Bengaluru,
New Delhi, Hyderabad — if com-
bined, the total would still only come
second to Singapore. (As with the
2018 ranking, China is excluded.)

Comparatively lower tax rates else-
where have helped draw some busi-
nesses away from India. Many com-
panies often incorporate outside of
the country to take advantage of
more flexible intellectual property
and employee stock ownership regu-
lations, says Madhur Singhal, manag-
ing director of consulting firm Praxis
Global Alliance.

“The legal and taxation constructis
alot more flexible outside India,” says
Mr Singhal, despite New Delhi work-
ing to create a better environment for
businesses. In 2017 India attempted
to simplify the tax system with the

goods and services tax (GST) and has
moved to formalise digital payments.
These steps are “incremental, but in
the right direction”, he adds.

India has a large talent pool of
expertise in knowledge-based indus-
tries ranging from IT to life sciences.
With a diverse population of 1.4bn,
the second-largest in the world, com-
panies that succeed in India are
equipped with a human arsenal to
help them thrive in other markets.

Take LogiNext Solutions, a com-
pany ranked 44th on the list, that
provides software for home delivery
services. It started in India but now 85
per cent of its business is overseas.
Clients include McDonald’s and Sin-
gapore Post, the city-state’s national
postal service provider. “There are so
many languages and infrastructure

Pandemic should focus the minds of
Asian business leaders on governance

OPINION

Chris
Razook

Governments, businesses and
individuals are scrambling to cope
withthed 1 icd:

of the Covid-19 pandemic. Companies
bothbigand small with weak
governance systems could find

exposed.

Corporate governance standards at
Asian companies —which had seen
muted progress for decades — has
ticked upwards over the past few

years, prompted by targeted

regulations and growing pressure
from institutional investors.

Asaninvestor, the International
Finance Corporation, part of the
‘World Bank Group, witnesses first-
hand theimportance of governance
in creating well-performing,
sustainable companies. Thisis
especially true for fast-growing firms
whose rapid expansion means they
can quickly outgrow their governance
structures.

Much of Asia’s progress has been
led by government, with a host of new
laws, codes, and regulati ping
the region. New or updated rules —
outlining requirements for boards of
directors, shareholderrights,

e andrisk =
have been implemented by China,
India, Singapore and Japan, as well as

fast-growing emerging marketssuch | standardsin their investee
as Thailand, Malaysia, Indonesia, companies.

Vietnam and the Philippines. Beyond the force of new rules,
These changes often include thy igns that panies are
provisions around envi 1 opentoch. in other ways. Japan's
and social matters in an effortto pivot | measuresto address concernsaround

pani yfromap hial poortransp y; closed
focus on shareholder primacy governance systems and cross-
towards broader considerations hareholding — in which p
around sustainability. Hong Kong, hold blocks of shares in one another
Singap d Malaysia, fori inorderto forgelong-term
haverecently adopted relationships — have borne fruit.

i 1 and social discl e 1n 2019, the number of companies
requirements for listed companies. pledging to drop prohibitive anti-
Others are likely to follow suit. takeover policies (such asthe so-

‘While regulatory changes are called poison pill, where a company
primarilyaimed at listed companies, | issuesnew sharesto dilute those ofan
ivate ies comes ) more than doubled from

P PIT P

more from institutional and private
equity investors —which are
increasingly pushing for higher ESG

2018. Further, studies like the IFC-
supported scorecard initiatives from
the Bombay Stock Exchange and the
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breakdown points in India that once
you [overcome these and] build a
product, then you naturally end up
building it for the world,” says Dhru-
vil Sanghvi, LogiNext chief executive.

Mr Sanghvi credits India’s mobile
revolution for part of his company’s
success. The launch of Reliance Jio,
whose cheap mobile internet services
has won it more than 370m Indian
users in just three years, has made
calls and data affordable to the
masses, opening up previously
untapped digital markets. “Custom-
ers are choosing not to go to stores
any more,” he says, “ecommerce is
increasing day by day.”

A rapidly growing upper-middle

Four Indian hubs rank among

the top 10 hotspots
Cities listed by highest number
of companies
(o] 20 40 60 80
Singapore
Tokyo
Sydney
Seoul
Melbourne A combined 68
Mumbal ;: dia’s i’es m’n
Ingia’s four
SELE cities would still ?
Talpel City place the nation
New Delhi only second behind
Hyderabad Sllnaapolre .

Business suppliers:
Kinara provides loans
of up to $25,000 to
small manufacturers
Kinara Capital

partner at Boston Consulting Group
in Gurugram, near New Delhi. This
group — roughly 15 per cent of India’s
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Small entrepreneurs contribute a
third of India’s manufacturing out-

ation

financiers,” says Asish Mohapatra,
co-founder of the company based in
Gurugram. “We are hardcore lenders
and asset builders.”

The pany provides
turers with capital for raw materials
and offers other services such as mar-
keting. In its latest fundraising in
2019, it secured $35m from investors
such as Norwest Venture Partners, in
around that valued the company at
about $275m. “Because of technology
our profitability is high,” says Mr
Mohapatra.

After several years of strong
economic growth in India, with GDP
rising annually by more than 5 per
cent on average, companies face a
major test from coronavirus. Ana-
lysts expect it will force consohdahon
asb face an d

3

put, according to the Confed
of Indian Industry. Yet many lack the
financial records or credit history to
access traditional financing. New
lenders like Kinara are part of a wave
of start-ups using technology to comb
digitised business records and entre-
preneur profiles to enable low-cost
credit assessments and underwriting.

“There has been a step up on over-

population —is
for 40 per cent of total spendmg by
2028, she adds.

Across India, companies are “creat-
ing a set of very new and different

all ic activity in India, leading
to a greater need for SME financing,”
says Ausang Shukla, managing direc-
tor of corporate finance at brokerage
Ambit. “There has been a big boostin
lending to the so-called under-

bus: modelsto go after these con-
sumers”, she says. Projected areas of
growth include convenience apps
such asfood delivery, health and well-

banked,” he adds, referring to indi-
viduals and businesses that have lim-
ited access to financial services. India

ness, and education, adds MsJain. has the world’s second-biggest popu-

Online banking is aiding this shift. lation (190m people) without access
“The digital part of this is absolutely  to bank according to the
key,” says Kinara’s Ms Shah. Technol-  World Bank.

ogy helps her company deliver
money to a customer’s bank account

OfBusiness, which ranks 17 on the
list with a 2015-18 CAGR of 243 per

slump in demand, subdued growth
and liquidity constraints.

Ms Shah is no stranger to disrup-
tion. When New Delhi introduced the
GST tax reforms in 2017 it caused
chaos among her clients, as outstand-
ing tax refund claims left many bor-
rowers unable to meet their loan
repayments.

Yet she says the challenge posed by
coronavirus is far more serious, with
entire supply chains disrupted and
industries frozen as a result of the
lockdown. Kinara’s loan disburse-
ments are on hold while the nation is
on lockdown. “The economic impact
of Covid-19 is far greater and has
come with a velocity that was unex-
pected,” shesays. “My hopeisthat the
government will provide the neces-
sary stimulus.”

Ms Shah has faith in the resilience
of small business, however, describ-
ing them as the “backbone” of India’s

Start-ups
braced for
coronavirus
bruising

Continued from page2

massive bankruptcies? I do not see
that, certainly not for larger ones at
thisstage,” he says.

‘WeLab’s online lending platform in
Hong Kong, WeLend, has seen an
increase of about 36 per cent in appli-
cation volumes in March compared
with the same month in 2019.

Yet Mr Loong cautions that WeLab
is bracing for a hit to China and Hong
Kong’s economies, which could affect
customers’ ability to repay those
loans. WeLab said it was being “pru-
dent” with the increase in applica-
tions, which were coming from a wide
range of age groups and industries.

Many entrepreneurs in India and
south-east Asia are facing their
ﬁrst real recession and test of their
b dels, notes Michael

class is another significant trend. inless than a week —a near miracle cent, has also seized the opportunity ~economy. “We are ready to hit the
“Affluence is on the uptick,” says for those used to India’s sluggish tofill thisgap. ground running yone begins
isha Jain, ing di and atic system, she explains. “We wanted to be working-capital  toresumenormal operations.”
Asean Capital Market Forum pointto | governance frameworkis crucial. ~u and diversity; transparency and
steady, albeit slow, improvementsin | One of IFC* spartnﬂ's, aleading Asian »”).H‘\ disclosure of non-financial
aggregate company scores for the touri pitality p isa information; how conflicts of interest
pastseveral years. casein point. ar d; shareholder rights and
These are important develop The found lled b practices, including strong
forinvestors. Evidence suggests struggled with decision-making protections for minority
with good gover will | bottlenecks, rapid expansion into shareholders; and commitment to
oftenimprove their capital, | newmarketsand growing pains due environmental and social risk
resilience and performance — toinformal business processes. After management.
something thatapplies equally to rstrucmnngtheboard mod:.fymg Continued regulatory progressis
younger companies. A recent IFC thed kand important here, but it is investors
review of its own portfolio companies | strengthening formal oversightroles, ‘who have the most leverage to effecta
showed those with higher governance | the company was better able to keep shlft asingle mﬂuentlal
scores achieved a return on equity pacewith change. hold: for changt
nearly three times higher than those Yet progress in Asia has not beenas haveau'gliﬁcantimpact.
with low scores. They also enjoyed extensive as many would like; some Weathermgthe Covid- Estnrmwd.l
lower credit risk and, crucially for changes have even been criticised b ing for many
growing ranks of investors, scored such asthe introduction of dual-class 2 Those with an engaged leadershxp,
higher on ESGimpact measures. sharesin Hong Kong and Singap I s are keeping a watchful sharpened risk governance
For fast-growing companies, ‘which some see asan erosion of eyeon pany dard; fra ks, strong i Y
having a formal, yet scalabl minority sharehold due plans and greater transparency levels
totheresultant u.ncqualvotmgngbts from d single sharehold are more likely to foster better
_ In somejurisdictions, redress for controlled companles, particularly decision-making. And that could be
For faST'grOWing shareholderdisputsthmughlegal family firms, whichtendtohaveless- | difference between those who emerge
: = process remains difficultor formal governance frameworks. from this difficult period successfully
companies, hang a And many 1} y State-owned enterprises, prevalentin | andthosewhodon't.
requirements arein “softlaw” form — | many Asian markets, also come with
formal yeT S'C8|ab|('% thatis, some are only voluntary —and | their ownset of challenges. Chn'sRazookisEastAn'amdPacb‘ic
framework is crucial enforcement s wanting. Shortcomings that are ly leadat the IFC,
Many persi: problems st found include board independence ﬂle World. Bank s private sector arm

Joseph, managing partner of Asia-
based asset manager Ion Pacific,
which invests in the venture capital
secondary market.

“Many of the start-ups in south-
east Asia are run by teams
that . . . have not experienced, first-
hand, what it is to have your forward
estimates go up in smoke in the way
that the dotcom bubble bursting and
the [global financial crisis] caused
pain for start-ups earlier in the mil-
lennium,” he says.

Experts say it will help that corpo-
rate governance in the region has
improved in the past 18 months,
especially after the failed WeWork
initial public offering in late 2019 put
the spotlight on profitability and
stretched valuations.

“We have been getting a lot of
inquiries from venture capital and
private equity groups to do audits,”
says PwC’s Mr Yeo. “In the past they
didn’t often come to us but the risk
environment has changed.”

The question now is who can take
advantage of the situation and outlast
competitors, as any crisis produces
winners, he adds.

“If you draw a comparison to the
dotcom bust, the last one standing
often becomes one of the biggest
players.”
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Japanese biotech
seeks to turn ‘brown

gem’ into gold

Hea"h s the world battles with  the human microbiome are benign
. the global coronavirus andindeed essential for health.
Faecal analysis can outbreak,  Shinji  Metabol ics, with
reve. al awe alth Of F_‘ukuda, f.he chiefexecu- of $]__6m al_xd 11 employeesin 2018, is
. . tive of biotech start-up working with more than 35 Japanese
information about the  Metabol e : panies — in sectors ranging from
3 ted to its mission: creating a “poop  food, nutrition and toiletries to insur-
huma'n bOdy: writes data bank” to eliminate all human ance —to carry out research on intes-
Kana Inagakl diseases. tinal environments by analysing

The five-year-old Japanese com-
pany is at the forefront of developing
technologies in one of the world’s hot-
test fields in healthcare: the vital role
that “gut microbiota” play in main-
taining our health and wellbeing.

Gut microbiota or flora refer to the
tens of trillions of bacteria that live
inside the human stomach and intes-
tines, which medical experts now
believe hold important clues to
treating a range of illnesses such as
diabetes and colon cancer. The vast
majority of these bacterial species in

human faeces.

“If our technology, Metabologe-
nomics, is used, it is possible for com-
panies to understand the type of
intestinal environment [among
their]c that their product is
most effective against,” Dr Fukuda
says. He likes to refer to human
excrement as “the brown gem” for the
wealth of information it carries about
thebody.

The start-up, also known as Meta-
genin Japanese, is based in the north-
western city of Tsuruoka, home to

one of the country’s leading biotech-
nology institutes which is part of Keio
University. Metabol ics ranks

healthcare services for the elderly
and medical professionals.

Hol

E ded in 2015, M

50th on this year’s FT list of 500 high-
growth companies in the Asia-Pacific
region after delivering a compound
annual growth rate in revenue of 139
per cent between 2015 and 2018.
Other innovative Japanese health
start-ups also made the ranking.
These include Cyberdyne, a maker of
robotic exoskeletons; Asahi Intecc, a
manufacturer of medical devices for
catheters; and SMS, which provides

ics at one point worked on developing
so-called smart toilets to analyse
human excrement. But after three
years of research, the company is now
focused on producing a small kit,
called MGNavi, that it claims can pre-
serve faecal gut bacteria at room tem-
perature for as long as a year.Finding
asimple way to preserve these micro-
organisms for research has previ-
ously been challenging; at the

Crisis forces pause in lucrative offers for start-ups

5 Khailee Ng had already sold “Ireally underestimated my ‘There are now more than Theregion hasalso begunto dimpact on south-
Venture capital two start-upsin hishome ownmarket,” says MrNg, a 100 local venture capital firms  attract outsiders such as US- east Asia’s start-ups as interna-
I country of Malaysiawhen he Jakarta-based ingpart-  f d on south-east Asian based Sequoia Capital, which tional investors stay away and
nvestors eager to turnedhisfocustoinvesting.  nerat the Californian tech start-ups, mostlybasedinSin-  investsthrougha$900mfund  unprofitable companieswith
reap cash from paper He found successthere,too,  investment firm 500 Startups.  gapore, according to esti- thatalsospansindia.Itisnow  minimal cash buffers are
gains need patience, nabbing early investmentsin The fund hemanagesisnamed  mates. East Asian corporate attemptingto raisea $1.3bn squeezed.
. . the Singapore’s ride-hailing 500 Durians, after the pungent  investors, such as China’s Ali- version with a focus on mature Before the pandemic, Mr Ng
writes Miles Kr uppa group Grab and Indonesian spiky fruits populating the baba and Tencent, have also companies nearing acquisi- and other venture capitalists
p Bukala-  region’sisland nations. showninterestinstart-upsas  tions orinitial publicofferings.  had concerns aboutthe
pak. Both feature on the FT Mr Ng’s experi Pt bothi d acqui “There’sbeenanexplosion  amountof new money flowing
Asia-Pacificranking of high mises the speed at whic] in the number of small tech into the region, fearing thattoo
growth companies and have south-east Asia hasbecomea companies thatwould con- much capital can encouragea
been valued by investors at top destination for venture _ sider themselves start-upsand  growth-at-all-costs mindset.
more than $1bn, becoming capitalistshopingtocashinon  |'m) 3 |itt|le sce pTIC al therefore come looking for “I'malittle sceptical that
some of the firstunicorns from  agrowing population of inter- , venture capital to help them we've got enough high-quality
south-east Asia. netusers and businesses mov- that we've QOT grow,” says Mark Suckli panies to absorb thatkind
But MrNgnowl. that ingonline.F , many enough h|gh_qua||1-y partner at Singapore-based of capital at that kind of valua-
heonlyraisedaninitial$10m  techstart-upsare facinga . Cento Ventures. tion,” Mr Ng says. The region’s
in 2013, preventing him from liquidity crunch as the companies fo absorb Someinvestors haveraised  youngeststart-ups havealso
amassing larger stakesinthese  virusstartsto hit fundraising that kind of CapiTal concerns, however, that the never faced arecession before,
fast-growing compani appeti i irus crisis could have he adds, leaving them poorly
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hospitals preserve microbi

tive in some patients and not others.

ota in special fre for
laboratories.

After the kit is sent to Metabologe-
nomics’ medical institution or busi-
ness clients to run tests — some com-
panies send faecal material of their
employees as part of a health
check-up — it takes about three
months for the lab to analyse the gut

lysis by

TheJap up reve-
nue from selling the faecal microbi

Big movement: the global
market for drugs using gut
bacteria is forecast to rise
nearly tenfold by 2024 (left);
the MGNavi testing kit
(right)

Alamy/Metabologenomics

nomics is just one of more than 100
companies worldwide that have
fi d on unlocking the therapeutic
benefits of the gut microbiome, and
investors have poured large sums of
money into some of the biggest play-
ers such as Seres Therapeutics in the
US. The global market for drugs and
medicine using gut bacteria is
expected to grow nearly tenfold, from
an estimated ¥88bn ($738m) this
year to ¥845bn in 2024, according to
h firm Seed Planni

ome and metabolome (the chemical
make-up of a biological sample) anal-
ysis to these clients, but Dr Fukuda
hopes that eventually it can build a
collection of gut microbiota data that
can beused for treatment.
“Ourideaisapoobank. By preserv-

Still, experts warn there are chal-
lenges to identifying and extracting
the benign bacterial species in the
gut. There are also regulatory and
safety concerns around faecal micro-
biota transplants — a type of therapy
in which faecal matter is transferred

|
The gut microbiota of a
healthy person could be
used fo helpwitha

outbreak threatens to chill investor
sentiment; in Japan, fundraising had
been onarising trend since 2014 until
the pandemichit.

Atsuko Mori, head of analysis at
Initial, which tracks fundraising
activity by Japanese start-ups, says
the impact of the coronavirus is
expected to be felt from next year.
“It’s a tough situation for those that
have not been able to generate their
own cash, such as the R&D-focused
start-ups,” headds.

Metabol ics was
with capital from its founders and
loans from regional banks, shunning
investment from shorter-term ven-
ture capital funds. But the company
plans to list its pharmaceuticals sub-
sidiary to generate further funds.

1 hed

microbiota. ing the gut microbiota of a healthy from healthy donors into the bowels “We need to continue raising
Experts now believe this informa- person, it could beusedtohelpwitha ofthesick. treatment when Th'at money because our ambition is to
tion can help explain why a particular ~ treatment when that personbecomes ~ Health start-ups also face potential PEIrSON becomes sick make this society disease-free,” Dr
drug or even cancer therapy is effec-  sick,” Dr Fukuda says. Metabolog funding chall as the irus Fukudasays.
prepared for the economic sumer marketthatinvestorsin  revenuesof $97.8mandan previous year’s total, accord-
fallout from coronavirus. theregionsay theyexpectthe  annual growth rate of nearly ingto PitchBook data.

Grab —with an absolute nextwave of start-upsthereto 300 per centsince 2015, Many venture capitalists are
growthrate of morethan3,600 focusinsteadonservingbusi-  according to Statista data. still sitting on paper gains,
per centin the three yearsto nesses. MrNeohsaysinvestorshave  waiting for their companies to
2018 —and Indonesia-based Onesuch exampleis Fave, becomesavvier aboutbacking  list on publi Js orfind
Gojek, south-east Asia’'stwo an online coupon platform start-ups with businessmodels  an acquirer. But investors say
mostvaluablestart-ups,have  thathasreceived $35min thatarespecifictotheregion,  theregion'slocal exchanges
beenthe biggestbeneficiaries ~ backing frominvestorsinclud- whichisgovernedbyamazeof havetraditionally been
of the flood of new capital, ing 500 Duri d Sequoi: i nflicting busi- unfriendly to tech start-ups,
together raising more than according to PitchBook. nessregulations. with their listings largely con-
$15bn from investorsinclud- Joel Neoh, chief executive of “Maybe 10y ago,itwas  cent d on family-owned
ing Tencent and Japan’s Soft: the Malaysian busi just, ‘Let’sclone this conglomerates and trading
Bank, according to data pro- whichin 2017 bought the model’. .. Whatyouseeisa volumes dominated by large
vider PitchBook. south-east Asian units of Grou-  lot of these companiesarenot  government funds.

Thetwo companies have pon, acoupon company —says  around any more,” he says. Instead, investors are focus-
foughtto become the domi- hewantsittob he Ad inthe berof ingonstart-upsthat could
nant consumer “super app”, domi perapp serving 5 deals” contributedtoa  become attractive targets for
offeringeverythingfromride  small businesses, providing one-third fallininvestmentin  other companies lookingto
hailing to payments. paymentsand customer loy- south-east Asianstart-upslast ~ expand theirreach into south-

Yetatthesametimetheyare altyservicesontopofthecou-  year,at$7.7bn down from east Asia. Mr Suckling says he
facingi P ponbusi: $12bn in 2018, according to is closely watching Graband
mergeand end a price war that Faveranks as the fastest- Cento data. Companies real- Gojek’s next moves, adding:
hasseenboth pani growing Malaysi p ised some $2.2bn fori s “We'vealway d that
through cash. SuchisGraband  and places eighth onthelist in 2019 through either being [an] IPOis not the exit route

Stretched valuations: Khailee Ng of 500 Startups —asisamzzng ~ Gojek’s hold over the con- overall, havingrecorded 2018  acquired or IPOs, equallingthe  for start-ups we invest into.”
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FT Asia-Pacific: the ranking

Alist of 500 of the region’s fast-growing businesses, by revenue growth between 2015 and 2018
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Methodology

The FT Asia-Pacific High Growth company Statista and the Financial generated in 2015 (or currency value | Korea, India, Australia, Hong Kong, the company was used for this

Companies is a list of 500 Times. The application phase ran equivalent as of December 312015) Taiwan, Singapore, New Zealand, purpose.

businesses ranked by their annual from June 2019 to January 2020. « Revenue of af least $1m generated | Malaysia, Indonesia and the

percentage growth rate in revenues | Statista also identified thousands of | in 2018 (or currency value Philippines. Evaluation and quality assurance

between 2015 and 2018. potential candidates and invited equivalent as of December 312018) All data reported by the companies
Although the search was them to participate by post, email « Company is independent (not a Calculation of growth rates was checked by Statista. Companies

extensive, the ranking does not and telephone. subsidiary or branch office of any The calculation of company growth that did not fulfil the criteria for

claim to be complete as some The submitted revenue figures kind) rafes is based on the revenue inclusion in the ranking were

companies did nof want fo make had to be certified by their chief « The revenue growth between 2015 | figures submitted by the companies | deleted. The lowest average growth

their figures public or did not financial officer, chief executiveora | and 2018 was primarily organic (not | in their national rate d fo be included in the

participate for other reasons. member of the executive commitfee | generated through acquisitions) For befter comparability in ranking this year was 8.3 per cent.
The project was advertised online | of the company. « Must be headquartered inone of 11 | the ranking, the revenue figures

and in print, allowing all eligible Asia-Pacific territories. Companies were converted info US dollars. To view an interactive version of the

companies fo register via the
websites created by research

Criterla for inclusion
« Revenue of at least $100,000

from the following countries were
eligible to take part: Japan, South

The average exchange rate for
the financial year indicated by

ranking, go to ft.com/reports/ft-
- i "
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