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Vertical overview

The Cloudtech and DevOps vertical primarily includes digital products and tools used by
developer and operations teams to build, operate, and maintain software and IT infrastructure.
Emerging technologies and changing organizational approaches to software development

are causing developer and operations functions to converge, giving rise to the “DevOps”
movement. According to several industry surveys, successful DevOps implementation can
improve an organization’s digital transformation strategy and production processes. As a

result, enterprises are investing more aggressively in DevOps capabilities.

The fast pace of digital innovation has kept pressure on businesses to invest in digital
capabilities, including organizational efforts to improve front-end customer software

and automated systems to streamline internal processes. Cloud-native and hybrid cloud
technologies have enabled many of these strategies, creating myriad new opportunities—but
also challenges—for organizations. DevOps startups are creating tools and platforms as well as
low-code and robotic process automation that can improve how DevOps teams manage and

harness the potential of the cloud.

We estimate the market size of DevOps software to be in the range of $88 billion and growing
in the high single digits rate. A large part of this market (roughly 75%) represents spend

on operations and infrastructure software, much of which represents legacy on-premises
solutions that are losing share to cloud infrastructure spend (itself an $80.0 billion market),
which is growing closer to 30%. We estimate the market for developer tools and software to
be around $13 billion (roughly 15% of the total)—also growing in the high-single digits rate.
Alternative app development represents the remaining 10% of the market and is growing

in the 10% range. We have limited our DevOps landscape to startups focused on software
development, maintenance, and operation. Startups focused on opportunities related to data,

storage, networking, and the provision of compute resources are not included in this overview.

Figure 1. DEVOPS MARKET SIZE BY SEGMENT
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Q2 2021 timeline

Apr 1

VC DEAL

April 28, 2021

MessageBird closes $1.0 billion Series C,
achieving a $3.8 billion valuation. This represents
the largest deal recorded in the vertical in recent
years. Dutch company MessageBird provides an
APIl-based communication platform and spent
$600.0 million of the raise to acquire US-based

VC DEAL

April 28, 2021

Alchemy closes $80.0 million Series B,
attaining a $440.0 million valuation and
representing a 6x step-up valuation.
The deal highlights the growing
adoption of developer API-platforms

VC DEAL

June 16, 2021

BrowserStack closes $200.0
million Series B, achieves $3.8
billion valuation. A record for

an India-based startup and
validation of the growing market

Sparkpost.

May 1

April 21, 2021

UiPath (NYSE: PATH) completes IPO

with $28.0 billion in exit value. The
company is a leader in the RPA space with
30%+ revenue growth, benefiting from
enterprise demand for easy-to-use process
automation tools that can address legacy
technology infrastructure.

focused on blockchain and DeFi use-
cases.

M&A

for automated software testing

platforms with any-browser/any-
device capabilities.

June 1

April 29, 2021

IBM (NYSE: IBM) announces it will acquire
Turbonomic for $1.75 billion (closed in

June). The deal enhances IBM’s Al-powered
operations management offerings (AlOps).
IBM has made a series of recent acquisitions in
the application automation and infrastructure
space including Instana and mylnvenio.

July 1

Q2 DEAL COUNT
SUMMARY

79

total deals

$4.0B

Total raised

14.6%

QoQ deal value
growth

6.8%

QoQ deal count
growth

Q2 DEAL VALUE
SUMMARY

299.9%

YoY growth in
deal value

29.5%

YoY growth in
deal count

230.8%

YTD growth in
deal value (exc.
Q12021
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DevOps VC ecosystem market map

. . . . . Market map is a representative overview of venture-backed or growth-stage providers in each segment.
Click to view interactive market map on the PitchBook platform Companies listed have received venture capital or other notable private investments.
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DevOps VC ecosystem market map

Market map is a representative overview of venture-backed or growth-stage providers in each segment.

Click to view interactive market map on the PitchBook platform Companies listed have received venture capital or other notable private investments.
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VC activity

In Q2 2021, we recorded 79 Cloudtech and DevOps deals worth $4.0 billion, up from $3.5
billion across 74 deals in Q1. The largest deals were led by development & deployment-related
startups, with several late-stage $100+ million deals, reflecting the overall surge in late-stage
pre-money valuations, which are averaging $430 million in 2021 to date. This included a $1.0
billion Series C for MessageBird, which provides a set of APIs that enable organizations to
build and integrate client communications channels; a $425.0 million Series D for financial

API platform Plaid; a $200.0 million deal for India-based BrowserStack, a testing startup that
helps developers test across browsers at scale; and a $200.0 million Series E for Figma, which
benefits from trends in remote work and collaboration (and achieves a $10.0 billion valuation).
Within our segment for alternative app development, Neo4j closed a $325.0 million round as
graph database technology becomes increasingly relevant for Al-based app development.
Sysdig, a company that focuses on securing containers and cloud-native infrastructure, closed
the largest operations & infrastructure deal—a $180.0 million Series F—achieving unicorn
status and highlighting strong demand for Kubernetes security solutions. The company has
since announced its intention to acquire Apolicy, a startup that develops “policy as code” for

cloud-native infrastructure.

Exit activity was relatively stable in terms of deal count, but deal value was dominated by

the IPO of UiPath, which achieved an exit value of $27.7 billion. While not strictly used by
DevOps teams, we nonetheless view UiPath as riding the wave of digital transformation

and organizations seeking relatively low-lift ways to modernize and automate IT-related
operational processes. Confluent (NASDAQ: CFLT) also completed an $8.3 billion IPO in the
quarter, as the company’s data and application integration platform has proved to be popular
among developers. M&A deals included the $1.8 billion acquisition of Turbonomic by IBM
(NYSE: IBM) to boost its capabilities related to AlIOps—an increasingly relevant approach to

smart infrastructure management.

Figure 2. DEVOPS QUARTERLY VC DEAL ACTIVITY
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VC ACTIVITY

Figure 3. DEVOPS VC DEAL ACTIVITY BY SUBSEGMENT Figure 4. DEVOPS TTM DEAL ACTIVITY BY SUBSEGMENT
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Figure 5. MEDIAN DEVOPS VC DEAL SIZE ($M) BY STAGE Figure 6. MEDIAN DEVOPS VC PRE-MONEY VALUATION ($M) BY STAGE

70 430.0
> $60.0 $450 > °
$60 . $400

$350

50
S $300
$40 $250

200
S30 S23.5 5 $150.0
$20 $16.0 $150
5117 . $100 $67.5
$10 ———— 5.8 $3.0 $50 4____j§§;f $11.0
) .
50 . 0 :
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021* 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021*
Angel & seed Early-stage VC Late-stage VC Angel & seed Early-stage VC Late-stage VC

Source: PitchBook | Geography: Global | *As of June 30, 2021 Source: PitchBook | Geography: Global | *As of June 30, 2021



o

VC ACTIVITY

Figure 7. VC EXIT VALUE ($B) BY TYPE
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Figure 8. VC EXIT COUNT BY TYPE
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VC ACTIVITY

Key early-stage deals*

COMPANY CLOSE DATE SUBSEGMENT DEAL SIZE ($M) LEAD INVESTOR(S) VALUATION STEP-UP
Tapcart June 28, 2021 Alternative app development Series B $50.0 Left Lane Capital N/A
Salto May 19, 2021 Development & deployment Series B $42.0 Accel N/A
Airkit May 11, 2021 Alternative app development Series B $40.0 EQT Ventures N/A
RevenueCat May 27, 2021 Development & deployment Series B $40.0 Y Combinator N/A
Streamlit April 7, 2021 Alternative app development Series B $35.0 Sequoia Capital N/A
Blameless April 1, 2021 Operations & infrastructure Series B $30.0 N/A N/A
Aleo April 20, 2021 Development & deployment Series A $28.0 Andreessen Horowitz N/A
Magic May 1, 2021 Development & deployment Series A $27.0 N/A N/A
Lightrun May 26, 2021 Development & deployment Series A $23.0 Insight Partners N/A
FireHydrant June 28, 2021 Operations & infrastructure Series B $23.0 Harmony Partners N/A

Source: PitchBook | Geography: Global | *As of June 30, 2021
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VC ACTIVITY

Key late-stage deals*

COMPANY CLOSE DATE SUBSEGMENT DEAL SIZE ($M) LEAD INVESTOR(S) VALUATION STEP-UP
MessageBird April 28, 2021 Development & deployment Series C $1,000.0 Spark Capital N/A
Plaid April 15, 2021 Development & deployment Series D $425.0 Altimeter Capital Management N/A
Neo4j June 17, 2021 Alternative app development Series F $325.0 Eurazeo N/A
BrowserStack June 16, 2021 Development & deployment Series B $200.0 Bond Capital N/A
Figma June 24, 2021 Development & deployment Series E $200.0 Durable Capital Partners N/A
Sysdig April 19, 2021 Operations & infrastructure Series F $188.0 ':':\i/;dstpoint Ventures, Premji N/A
Nylas June 17, 2021 Development & deployment Series C $120.0 Tiger Global Management N/A
Vercel May 18, 2021 Development & deployment Series C $102.0 Bedrock N/A
UserZoom April 15, 2021 Development & deployment Series B $100.0 Owl Rock Capital Group N/A
CircleCl May 5, 2021 Development & deployment Series F $100.0 Greenspring Associates N/A

Source: PitchBook | Geography: Global | *As of June 30, 2021
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VC ACTIVITY

Key VC exits*

COMPANY

CLOSE DATE

SUBSEGMENT

EXIT SIZE

EXIT TYPE

ACQUIRER(S)/INDEX

POST-MONEY

VALUATION ($M)

VALUATION
STEP-UP

UiPath

Confluent

Turbonomic

Tasktop Group

Sensu

Vamp

Bugsnag

Ayehu

April 21, 2021

June 24, 2021

June 17, 2021

April 8,2021

June 10, 2021

May 5, 2021

May 18, 2021

June 10, 2021

Alternative app
development

Operations &
infrastructure

Operations &
infrastructure

Development &
deployment

Operations &
infrastructure

Operations &
infrastructure

Operations &
infrastructure

Operations &
infrastructure
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$27,746.5

$8,257.2

$1,750.0

$151.8

$22.5

N/A

N/A

N/A

Public listing

Public listing

Acquisition

Buyout

Acquisition

Acquisition

Buyout

Buyout

N/A

N/A

International Business Machines

Sumeru Equity Partners

Sumo Logic

CircleCl

Vista Equity Partners, Francisco
Partners SmartBear

Resolve Systems, Insight
Partners

$29,084.4

$9,085.2

$1,750.0

$151.8

$22.5

N/A

N/A

N/A

0.79x

1.83x

1.82x

N/A

0.75x

N/A

N/A

N/A

Source: PitchBook | Geography: Global | *As of June 30, 2021
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VC ACTIVITY

Top strategic acquirers of DevOps companies since 2017*

INVESTOR DEAL COUNT INVESTOR TYPE
SmartBear 5 PE-backed company
VMware 4 Corporation
International Business Machines 3 Corporation
CloudBees 3 VC-backed company
Digital.ai 3 PE-backed company
Atlassian 3 Corporation
Splunk 3 Corporation
New Relic 3 Corporation
Tricentis 3 VC-backed company
Perforce Software 3 PE-backed company

Source: PitchBook | Geography: Global | *As of June 30, 2021
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VC ACTIVITY

Top VC investors in DevOps companies since 2017*

INVESTOR

DEAL COUNT

ANGEL & SEED

EARLY-STAGE VC

LATE-STAGE VC INVESTOR TYPE

Accel

Index Ventures

Sequoia Capital

Andreessen Horowitz

Lightspeed Venture Partners

62

35

31

31

27
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VC ACTIVITY

Key VC-backed companies

COMPANY

Automattic
Neo4j
MessageBird
Plaid
WorkFusion
Airtable

Vega Cloud
BrowserStack
Figma

Unqgork

VC RAISED TO DATE*

$846.3

$515.7

$1,100.0

$734.3

$341.1

$617.6

$253.3

$250.0

$332.9

$416.3

PitchBook Emerging Tech Report: Cloudtech: DevOps

SUBSEGMENT

Alternative app development

Alternative app development

Development & deployment

Development & deployment

Alternative app development

Alternative app development

Operations & infrastructure

Development & deployment

Development & deployment

Alternative app development

CATEGORY

Low code platforms

Al/ML applications

APl development

APl development

RPA & process automation

Low code platforms

Cloud management

Testing & code review

Design and collaborate

Low code platforms

Source: PitchBook | Geography: Global | *As of June 30, 2021
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GitOps

The rise of container adoption is driving
E m e rg i n g o p po rt u n it i es more management complexity. GitOps

has emerged as one approach to

help scale the use of containers, but it

remains relatively nascent.
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GIitOps

Growing container adoption could drive GitOps adoption—
although it’s still early

Emerging tools related to GitOps could attract more venture capital as the practice slowly gains
adoption among DevOps teams. While the phrase “GitOps” is sometimes viewed as marketing
hype, it represents a set of processes that help automate the integration and delivery of
software by using Git as the central storage repository for both application and infrastructure
code, specifically for Kubernetes (i.e., container) related management. GitOps expands the
scope of developer functions to include more operations-related infrastructure management
and reflects how the DevOps community is devising new approaches to solving the complexities
arising from the increased use of Kubernetes to manage container infrastructure. Advantages
of successful GitOps practices include better auditability and increased observability in ways
that can help scale continuous integration processes for configuration and infrastructure
management. Key risks include a relatively smaller user community, complexity of

implementation, and risk of obsolescence from competing approaches.

As GitOps is based on the open-source Git repository, providers focused on enterprise
versions related to Git (GitLab, GitHub, and BitBucket) are well positioned. A requirement

of GitOps is the need for a software agent that can constantly reconcile code in Git with

code in production. Open-source software Argo appears to be gaining traction as an
effective software agent upon which enterprise offerings are being built. Startups promoting
GitOps capabilities include CodeFresh (which raised a $27.0 million Series C in March) and
Weaveworks (which raised a $36.7 million Series C last October), both of which seek to
provide enterprise-grade dashboards that can help scale GitOps across multiple deployments

with improved observability and control functions.

We believe the market for container management software is maturing but remains subject to
rapid disruptions as new technologies emerge, primarily led by advancement in open-source
software. Gartner sizes the delivery automation market at roughly $11 billion in 2021, and we
believe container management is a key growth driver within this segment. The market faces
strong competition from large cloud hyperscalers that can integrate delivery automation
capabilities within broader cloud infrastructure offerings. While startups are key in helping
enterprises avoid vendor lock-in, hyperscalers shine in making these complex technologies
easier to use within existing workflows—an important value add for enterprises given the wide

skills gap that exists in this area of technology.
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Emerging Tech Research

Independent, objective and timely market intel

As the private markets continue to grow in complexity and competition, it’s essential for investors to

understand the industries, sectors and companies driving the asset class.

Our Emerging Tech Research provides detailed analysis of nascent tech sectors so you can better

navigate the changing markets you operate in—and pursue new opportunities with confidence.
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