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Project description

The number of scale-
up businesses in the

EU lags behind that
in the US and China

This is partially
attributed to a deficit
in scale-up finance
and lack of technical
assistance

This year’s Capstone
project sheds light
on late-stage
enterprises’ location
choices




The dataset

Description of the data

563 firms (237 EU firms, 42%)

Information on HQ relocations,
acquisition status, IPOs

Relocation classification
. Hard relocation = open new HQ and close old

HQ
. Soft relocation = open additional HQ
. Outside-region, inside-region, intra-country

Examples

. Paris founded company moves HQ to
Luxembourg and no longer refers to Paris as
HQ - hard inside region relocation

. US founded company opens additional HQ in
Dublin - soft outside region relocation

. Kentworth founded company moves HQ to
London - hard intra country relocation
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Firms by founding location

Other EU, 43, 7%

Denmark, 10, 2%
France, 11, 2%
Finland, 11, 2%
Spain, 13, 2%

Netherlands, 15,
France, 37, 6% >|
Germany, 77, 14%
Non-typical, 5, 1%
Other non-EU, 15,

3%
Sweden, 21, 4%
3%

UK, 68, 12%

USA, 237, 42%
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Mapping out relocations

Do EU firms relocate more often?

EU founded firms US founded firms

237 firms, 35 relocations 237 firms, 21 relocations

3% 2% 4% 2% 9%

15%
m Some form of m Some form of
relocation relocation
No relocation No relocation
| | | |

Special case:

Special case:

Closed operations Closed operations
m Special case: No m Special case: No
own website own website
80% 85%

* Majority of firms do not relocate

* EU firmsrelocate more frequently that US and UK firms

UK founded firms

69 firms, 8 relocations

1%3% 12%

»

84%

m Some form of

relocation

No relocation

m Special case:

Closed operations

m Special case: No

own website
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Mapping out relocations

Does the relocation type differ by origin?

100%
Relocation destination and type

90%
80% m EU hard
70% m EU soft
60% m US hard
50% US soft
40% m UK hard

30% UK soft

Share of total relocations

20%

B Other non-EU
10% >2HQs

0%

UK
Founding region

* Based on 64 firm relocations (35 EU, 21 US, 8 UK)
* EU firmrelocations are mostly soft or hard to the US
* USfirmrelocations are mostly staying in US

* UKfirm relocations are mostly staying in UK or going to the US
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Mapping out relocations

Where are firms relocating to?

Asia
(6%)

* An overview map of

all relocations i) o5
(36%)
* Direction of gravity is
more towards US / UK ”
(24%) US
(29%)
UK

(24%)

UK
(29%)

Asia
(11%)
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Mapping out relocations

Where are firms relocating to?

Destinations in the US Destinations in the EU Destinations in non-EU

Ireland, 7 Netherlands, 3

San Francisco, 18 New York, 9
San .

Mateo Pheo Norw...

1 India, 1
Miami, 2
Santa Germany, 2 inga... Canada,
Japan, 1 1
Belgium, 2 j

Clara :
New Switze...
Boston, 7 Georgia, 2 Jersey, 1 Luxembourg, 3 United Kingdom, 11 China, 1 1 Brazil, 1



Public

Mapping out relocations

Among EU scale-ups, are some sectors more likely to relocate?

- Software, tech &

EU-founded firms' ratio of relocations (outside of Non-EU founded firms' ratio of relocations (into
EU) to total number of firms, by sector EU) to total number of firms, by sector
35% 7%
30% 6%
25% 5%
20% 4%
15% 3%
10% 2%
o — o
& @ @ o & & @ &> > &
\Qrz}@ @@ rfo\ Qoé\ ‘ (\6‘@ \Qré:{o Q@'b ,boo\ Q)OQ} , 06‘@
NS P Q\Q % {@\ K cP <<'\<\ ‘(\% (@\
& <@ & <@ @
Q}\o\, ‘(b\@(\ %\O\Q‘ ‘ (0\6(\
Q\Q)& Q\Q)b\

m Hard M Soft Hm Hard M Soft
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Mapping out relocations

For what reasons are EU firms relocating?

0.7

0.6

Share of firms

—

o

Expansion Ecosystem

Categories not mutually exclusive.

Funding

Tax advantage

0.5
0.4
0.3
0.2
0.
H _

Special political
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Summary

Mapping out relocations

* Majority of firms do not relocate, but EU firms relocate more
frequently than US and UK founded firms

 EU firms relocate outside the , whilst US firms relocate within the
US, and UK firms relocate within UK or to non-EU countries

 US is most popular destination, especially San Francisco, and
within EU, tax-havens especially Ireland

* Relocation is more likely in some sectors, especially Software,
tech and biotech/pharma

* Ecosystem and funding key reasons for relocation, although
comparable, objective data on reasons is hard to obtain
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Are EU firms relocating to get funding?

|s there a crucial stage at which they relocate?

share of firms that relocate funding stage at relocation

® non-EU
mEU

Series A Series B Series C Series D Series E IPO

35%
30%
25%

20%

15%

10%

5%

0%
Seed round
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time difference relocation to
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Are EU firms relocating to get funding?

Do firms relocate before or after funding rounds?

Time difference relocation and funding

relocation in same year
as last funding round,
next round 4 years later

funding after

time difference funding before to relocation

Relocation
destination:

® US
UK

® others
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time difference relocation to
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Are EU firms relocating to get funding?

Do firms relocate before or after funding rounds?

Time difference relocation and funding

relocation three years
after funding, next

funding in same year as
relocation

!

funding after

0

5
‘@
3
0
0
1

time difference funding before to relocation

Relocation
destination:

® US
UK
® others
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Are EU firms relocating to get funding?

Where does the capital come from?

EU firms' funding sources Non-EU firms' funding sources

9%

75%

m EUonly = Non-EUonly = Mix

EU firms that relocate

3%

’ 31%

mEUonly = Non-EUonly = Mix

0%

15%

85%

m EUonly = Non-EUonly = Mix

Non-EU firms that relocate

3%

mEUonly = Non-EUonly = Mix

77%

15



Public

Summary

Are EU firms relocating to get funding?

* Data indicates yes

* Relocation decisions are strategically planned

* Firms don’t relocate due to an immediate need for funding
* Non-EU firms relocate earlier than EU firms

* High dependence on funding from non-EU sources
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Are EU fII’mS relocat|ng tO get ach|red? What comes first — relocation or acquisition?

0,800

0,700

0,600

0,500

0,400

0,300

Relative frequency (i %)

0,200

0,100

0,000

TIME GAP BETWEEN ALOCATION AND RELOCATION

_ n,#zm _
== : . 0,054
[0,1] [2,3] [4,5] [8,9] [6,7] [10,11]

Time intervals (in years)

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

The referred time gap was calculated for the total sample of firms that are considered to be relocated and acquired

Cumulative frequency (in %)
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Are EU firms relocating to get acquired?

What is the probability of acquisition after relocation?

EP(A|R) EP

A | NR)

0,400

0,362

0,350

0,333

0,300

P(A; N R;)
P(R;)

0,250

P(A;|R;) =

0,200

P(4; N NR;)

0,166 L L

: P(A:INR) = ———— 2
(4:INR;) P(NR;)

0,155

0,150

0,139

0,100

0,050

(il

(il

(il

0,000 -

—
=]

EU Non-

m
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Are EU firms relocating to get acquired?

Is the country of relocation causing a link to a specific acquirer's nationality?

US 43% (16)
US 49% (18) US 62% (23)
EU 43% (16) non-£U 14% (o) |
EU 43% (16) -
mmmm MNon-EU 3% (1) EU 22% (8)
B Uk 1% (4) B Uk 8% (3) UK 3% (1) ==
Founding country Relocation country Acquisition country

This diagram includes information for 37 companies that meet the criteria of having been relocated and acquired
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Summary

Are EU firms relocating to get acquired?

* Yes, within our sample we can infer that acquisition is linked to the
relocation because

* The acquisition always took place after the relocation.
* The period between these two moments is very short.
* Athird of the companies acquired had been relocated previously.

* This probability drops to around half in the case of non-relocated
companies.

* The USA dominates as both a relocation and acquisition destinations.

* US may act as a trigger for EU companies to be acquired by EU
companies.
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Are EU firms relocating to go public?

What comes first —relocation or IPO?

EU founded firms Non-EU founded firms

11 firms 15 firms (10 US, 2 UK, 3 Others)
IPO first : 5 firms IPO first : 4 firms

Relocation first: 6 firms Relocation first: 11 firms

IPD first
27%

PO first
A5%

Relocation first
505

Relocation first
3%
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What is the time gap between relocation and IPO?

EU founded firms

11 firms

IPO first : 5 firms
Relocation first: 6 firms

EU companies - nr of years EU companies - nr of years
IPO first Relocation first
cosmo Pharmaceuticals NV [ NNE-ODN Iteos Therapeutics S.A. NG
i |
FreyrAS [ Yubico AB
Argenx SE I
Oncopeptides AB | NENGNGE
Unity Technologies, Inc. NN
BioNTech SE
oNTech st 1 Adyen N.V.
Advanced Accelerator ApplicationsS.A. ] Global Fashion Group S.A. N

0 2 4 6 8 10 0 2 4 6 8 10 12 14 16
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IPO and relocated: which stock exchange?

On which stock exchanges do relocating firms go public?

=

Nasdaq

EU founded firms

IPO first : 5 firms

11 firms

Relocation first: 6 firms

Stock exchange - IPO First

NYSE

SWX STO

0

Nasdag

Stock exchange Relocation First

MYSE

FRA

o Y STO
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Are EU firms relocating to go public?

What is the probability of going public after relocation ?

EU founded firms Non-EU founded firms
11 firms 15 firms (10 US, 2 UK, 3 Others)
IPO PROBABILITY- EU IPO PROBABILITY - NON-EU
35,00% 50,008
30,00% = 4500 —
— 40,006 —_—
25,00% = 35006 I
- = —_— ! 30,00 —
= BEeeea 25,006 |
15,00% — — 2000% §
10,00% —_— = 15,008 — =
— == _— 10,008 = ee——
= % | |
0,00% %

Man Relocated . Eelocated Mon e loca ted
2321% E Non-EU 43,50% 193 M

X
W
A
[/
[= 8

N

[
L
E

= LU
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Summary

Are EU firms relocating to go public?

* Only 11 EU companies have both relocated and had an IPO
5 of them relocated after the IPO, 6 of them before

* Companies that relocated are more likely to go public than
companies that do not relocate

* EU companies prefer to be listed in US stock exchanges

Are EU firms relocating to go public?

* Not clearly, relocating has not a big influence on the likelihood of
listing
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Relocation case study — Ecosystem

Firm: Bitstamp Ltd.
Type of relocation: Hard relocation
From and to: From Slovenia (Ljubljana) to US (Boston)

Time of relocation: 2016

Funding stage: Venture capital

Reasons for relocation:
Main reason:
» Difficulty in obtaining financing
* Inadequate provision of legal services in Slovenia

* The company obtained a license from the government of Luxembourg to be considered a fully regulated
payment and transactions services firm

* This license allows operations in 27 EU countries.

* The company classified its ability to contact the government and regulator as quick and easy. (low bureaucratic
and transaction costs)
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Relocation case study — Funding

Firm: iTeos Therapeutics S.A.

Type of relocation: Hard relocation

From and to: From Gosselies, Belgium to Boston, US

Time of relocation: 2019

Funding stage: Series B

Reasons for relocation:
* Mainreason: Funding - to get listed on the Nasdaq / high amount of capital needed

« CEO: “Apresence inthe USis simply a requirement in this sector. After all, Boston is the Mecca of the
American pharma sector. To prepare to be listed on Nasdaq - as is our intention — you need to be on location.

* “Bringing a new medication to market will cost us about a billion at least. That means raising a few hundred
million (300 to 350 million) in funds. So, we need to go public."
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Rounding up

* EU firms relocate more frequently, and they often relocate outside
of the EU

* Funding is a key reason for relocation decision, especially to US

* EU firms always relocated before being acquired, in a short time
frame and mostly to the US

* Relocating does not influence likelihood of IPO. EU companies
tend to list in US after relocation
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Thank you!

Questions?
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