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One of the hottest initial public offerings (IPOs) this year—and the largest software

IPO ever to come to the market—was Snowflake, which made its trading debut earlier this

month. In last week’s “Behind the Markets” podcast, we hosted Matt Garratt, managing

partner at Salesforce Ventures, the global investment arm of Salesforce, who led the

investment in Snowflake. 

Salesforce Ventures started with small investments about 10 years ago. Today it has

expanded to a global team of 25 people, with investment professionals in Japan,

Australia and London who have made more than 400 investments on $2.5 billion of

capital. 

Platform Motivations : Salesforce started investing a decade ago to support its

ecosystem of users and application developers and to enhance its platform. Its

application marketplace serves a similar role as the Apple Store for enterprise

applications. 

Garratt’s venture capital team starts with a strategic rationale for how it can make

companies more successful, but it is looking to find the most innovative companies in

the enterprise software space to try to create a unified and excellent customer

experience. 

Pandemic Acceleration: The first and second quarters of 2020 were the most active for

Garratt’s team. Digital transformation is a long-term cycle, and Salesforce Ventures is

trying not to get too distracted by valuations in the near term. These companies are

becoming much bigger than they ever have before, so investors need to focus on the long-

term potential and not the short-term fears about multiples.

Long-Term Cloud Adoption:   In Garratt’s view, only 10% to 20% of the software market

has adopted cloud solutions in some form. He anticipates that we’ll eventually hit 100%,

so there is a long runway ahead for the cloud to transition from fragmented, on-premises

solutions. 

Salesforce Ventures’ first fund was a platform fund that leveraged the Salesforce

ecosystem. But it now has funds focused on Europe and Japan, two regions that are not

known for their technology and venture capital ecosystems. 

It used to be that European companies would raise a Series A or B financing round and

then have to move to Silicon Valley, which caused them to lose some of their European

identity. Nowadays, trends have them staying more local to Europe, especially with the

move to distributed workforces.

Garratt has been going to Japan for the last six or seven years, and he sees a mentality

shifting. Early on, there was some hesitation to go to startups. But now Salesforce

Ventures’ portfolio has companies being started by people in their late 20s and early

30s, and Japan has a few billion software-as-a-service (SaaS) companies. The offices in

Japan now look like offices in Silicon Valley. 

The other trend he sees is more women starting companies, which was unheard of three

years ago.

Impact Investing: The shift to cloud software has brought down the cost of spreading
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technology. Garratt sees that enabling the second wave of impact and environmental,

social and governance (ESG) investments, such that Salesforce Ventures has devoted a

fund to this space. 

Snowflake Thesis: Digital transformation 1.0 took siloed workflows and brought them to

the cloud. Digital transformation 2.0 is moving from a siloed space to a 360-degree view

of client relationships. This type of progression unlocks new machine learning and artif

icial intelligence (AI) applications to provide better analytics across a business.

Snowflake is a data warehouse that lets customers aggregate and analyze disparate data.

Salesforce previously acquired Tableau, and the combination of Snowflake and Tableau

enhances its analytics platform. Snowflake’s infrastructure provides powerful querying

capabilities by completing in seconds queries that would otherwise take minutes or hours

to run.

Many investors are concerned about the valuations of cloud companies such as Snowflake.

Garrett instead focuses on the long term. The cloud data warehouse market is massive,

and companies will use Snowflake as their data lake, a facility for literally all their

data. Snowflake’s client retention numbers were recently around 160%, meaning Snowflake

is upselling current customers even more services. 

This was a great conversation on everything tech, cloud and themes Salesforce Ventures

is investing in. Please listen to the full conversation below. 

Behind The Markets Podcast: Matt Garratt

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Initial public offering (IPO) : The first sale of stock by a private company to the

public.

Valuation  : Refers to metrics that relate financial statistics for equities to their

price levels to determine if certain attributes, such as earnings or dividends, are

cheap or expensive.

Software-as-a-Service (SaaS)   : Software applications provided over a network

connectio.

ESG  : An acronym for environmental, social and governance, ESG standards quantify the

degree to which a company is socially responsible. &nbsp.

Artificial intelligence : machine analysis and decision-making.
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