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HEALTHCARE
Disruptive technologies, changing 
demographics, a dynamic 
regulatory environment, and 
shifting consumer preferences are 
reshaping healthcare. 

FINANCIAL 
TECHNOLOGY
Digital innovation is 
fundamentally changing how 
financial products are created, 
delivered, and priced. 

CONSUMER
The consumer sector—with its 
many innovators, trend setters, 
and new market leaders—is being 
shaped by massive shifts in both 
supply and demand. 

ENTERPRISE 
TECHNOLOGY
As corporations across sectors 
become more reliant on 
technology, enterprise tech is 
solving challenges and presenting 
new opportunities. 

Prior to the COVID-19 global pandemic, broad trends were pushing forward growth 
investing themes across four specific sectors. The pandemic has further propelled these 
themes, pulling forward technology adoption through the acceleration of e-commerce 
penetration, the embracing of virtual environments and remote interactions, and the 
increased value proposition of workplace automation and cloud environments. 
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Disruptive technologies, changing 
demographics, a dynamic regulatory 
environment, and shifting consumer 

preferences are reshaping healthcare 
across the world. The COVID-19 pandemic 
is accelerating these changes in several 
ways. Many more patients are using new 
technologies to access and manage their 
own care. There are also fundamental shifts 
in patient journeys and new remote working 
models. Finally, healthcare ecosystems 
are being completely reimagined through 
digitization. Innovative healthcare companies 
are helping accelerate these trends and 
creating significant value for investors along 
the way.

Faced with cost pressures, healthcare 
organizations are using technology to shift 
to delivery modes that focus on achieving 
better outcomes for patients. For instance, 
using artificial intelligence, hospitals are 
improving the equipment and allocation 
of doctors for surgeries, using analytics to 
reduce the cost of services, and engaging 
with patients across the care continuum 
to improve care delivery and outcomes. 
Emergence of interoperability of data is 
allowing different providers to serve the 
same patient effectively. 

The Consumerization of Healthcare 

Historically, the healthcare system placed 
little focus on the preferences of patients, 
and patients rarely asserted their own 
interests. Some of this is simply due to the 
nature of medicine. Healthcare does not 
lend itself to the kinds of decision-making 
that consumers do in other areas of their 
lives. Elsewhere, they can make purchase 
decisions based on their unique preferences 
and values—whether related to cost, quality, 
convenience, or brand. Decision-making in 
healthcare has never been very clear, and 
the concept of “shopping” for healthcare has 
only recently started to emerge. 

While this is a global trend, in the U.S. it 
has been compounded by the complexity of 
the system and the competing interests of 
doctors, hospitals, and insurers. The payment 
and reimbursement process has been largely 
opaque, and consumers have had few tools 
to navigate it.

Ultimately, stakeholders in the healthcare 

value chain have failed to prioritize customer 
experience and have not listened to their 
needs. Consumer surveys highlight their 
desire for broadening insurance coverage, 
improving the quality of provider networks, 
and making costs more transparent. 

A major catalyst in changing this 
longstanding status quo in the U.S. has been 
the introduction of value-based care—paying 
for care based on positive health outcomes 
rather than on the volume of services 
delivered. This change has ushered in a 
new incentive system, bringing the patient 
experience into greater focus by linking it to 
provider reimbursement. 

Another factor is the rise of consumer-
driven health plans, including health 
savings accounts (HSAs), which are set up 
by employers to shift more of the cost for 
paying for care to their employees. These 
plans require employees to set up HSAs and 
other accounts to pay for routine care, and 
have high deductibles, leaving insurers to 
pay only for higher-cost treatments. From 
2008 to 2018, high-deductible plans grew 
from 25mm to over 60mm, and their share 
within total insured members increased from 
12% to 26%. Charged with more financial 
responsibility for their own care, patients 
are expecting more from an industry that 
previously overlooked their preferences. 

Patients are asserting 
more influence over their 
healthcare, encouraging 
providers and payers 
to adopt technology 
to deliver better health 
outcomes.

These changes have created a massive 
opportunity for innovators and disruptors to 
reshape an industry that accounts for nearly 
$1 out of every $5 spent in the U.S. Behind 
“the consumerization of healthcare,” there 
are companies determined to re-imagine the 
patient experience across every step of their 
journey, be it in the U.S. or globally. Direct-

to-consumer health and wellness companies 
are improving access to modern treatments, 
and next-gen insurance and primary care 
platforms are challenging the hegemony of 
the largest incumbents. 

GS Growth is betting that the key to 
unlocking better health outcomes is to 
prioritize the consumer, and we are actively 
looking to invest in companies that do just 
that, across geographies.

Alternate Care Settings including  
Virtual Care 

Around the world, healthcare services have 
been leaving traditional sites of care, such 
as doctors’ offices and medical clinics, and 
moving to alternative sites such as worksites 
and virtual care. These alternative modes 
are also outgrowths of the rise in patient 
involvement in their own care, and the fact 
that they are paying for more for that care. 
Naturally, they are seeking more affordable 
and convenient ways get and stay healthy. 

COVID-19 has only accelerated the trend, 
particularly telemedicine, and the change 
will probably be permanent. For instance, 
46% of consumers reported using telehealth 
to replace in-person doctor’s appointments 
in 2020, up from 11% in 2019.1 Asked about 
their satisfaction with telehealth, 74% of 
respondents say they are satisfied, and 75% 
said they would use it in the future. 

Technological developments are also 
accelerating growth of alternative care 
settings. For example, improvements in 
sensors and wearable devices have made 
remote patient monitoring more affordable 
and effective. These devices allow patients 
to send useful information to providers and 
enable additional healthcare services to be 
delivered safely in a home setting. 

Likewise, caregivers are looking for ways 
to bring down their costs, and alternative 
sites and modes of care allow a reduction of 
overhead. In addition, they are often more 
convenient, prompting patients to engage 
earlier and more frequently in the healthcare 
system, and ultimately supporting better 
outcomes.
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Past regulatory efforts have driven adoption of 
foundational technology systems, providing the 
backbone for new innovations built on data.

Utilizing Data to Improve Efficiency and 
Quality Of Care

In the past decade, many healthcare 
providers have made foundational 
investments in technology to improve the 
efficiency and quality of care. Analytics are 
enabling coordinated and personalized, 
evidence-based care that improves delivery 
and patient outcomes, and helps identify 
and engage under-served and at-risk 
populations. New technologies such as 
blockchain are enabling integration of 
electronic health records and enabling 
access to 360-degree views of all patient 
records.

For example, spurred by the Affordable Care 
Act, many systems and providers adopted 
electronic medical records and practice 
management software. These investments 
have laid the groundwork for new 
technological advances to drive efficiency 
and value further. For instance, a host of 
innovative companies are now using data 
from these foundational systems to apply 
artificial intelligence, machine learning, and 
cloud computing. 

We see opportunity to invest in companies 
that are using data to improve healthcare 
outcomes or improve efficiency. As 

consumers move to the center of healthcare, 
there is significant focus on building patient-
centered care models and more personalized 
approaches to care. One example of this is 
what innovative companies are attempting 
to do with real world evidence (RWE), 
which includes drug interaction and patient 
outcome data captured in the field. We 
believe RWE is one of the most exciting 
areas in digital health, as it sits at the 
intersection of multiple trends and offers 
a compelling value proposition to all major 
stakeholders in the ecosystem. In particular, 
pharmaceutical companies can accelerate 
feedback loops on existing drugs to help 
development of new drugs and to inform 
efforts to make administration of the drugs 
more precise. Payors can use real-world 
outcome data to inform their reimbursement 
models. 

Growing Contractual Outsourcing 

Research & Development (R&D) outsourcing 
is an important aspect of the healthcare 

industry across geographies. In 2019, global 
R&D spend reached $182bn, of which 40%–
50% is outsourced. Of that amount, clinical-
stage contract research organizations 
(CROs) represent the largest segment, 
accounting for over $40bn in 2019. Across 
the globe, Asia, and China in particular, have 
been driving the growth of this market, and 
providing more opportunities for investors. 
China’s clinical stage CRO market reached 
about $3.7bn in 2019, growing at 29% CAGR 
over the previous 5 years. 

The strong drive for innovation in Chinese 
life sciences, combined with the country’s 
large market potential, has prompted local 
and multi-national players across pharma, 
biotech and medical devices to spend more 
money and time on clinical development. 
Clinical trials in China grew at a 14% CAGR 
from 2014 to 2018, with biotech leading 
the way at around 45% CAGR. Local pharma 
was still the largest segment, however, 
representing around 60% of the market. 

20% of Outpatient Healthcare Spend in the U.S. Could Be Made Virtual, Up to $250bn
OP and Office Visits That Can Be Virtually Enabled in the U.S., Commercial, Medicare, and Medicare, 2020 Estimated ($bn)

Chart Source: Anonymized claims data representative of commercial, Medicare, and Medicaid utilization.
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Life sciences companies are increasingly 
utilizing the services of CROs to improve 
efficiency and bolster innovation. Asia, and 
China in particular, has been a beneficiary 
of this trend. China’s large market potential, 
skilled labor and relatively low costs have 
fostered contractual outsourcing. GS Growth 
has invested in several companies in this 
industry and sees continued opportunity 
going forward. 

Bridging the Therapeutic Gap between 
Developed and Emerging Markets 

Substantial gaps still exist between 
the west and east across key aspects of 
healthcare. These include the number of 
medicines available, therapeutic efficacy, 
and treatment quality. One reason is lower 
spending on healthcare by some of the 
governments in the region. For example, 
China’s healthcare spending is about 6% 
of GDP, compared to nearly 10% for the 
European Union and almost 18% for the U.S. 
as shown in the chart to the left.

The gaps in availability of medicines and 
treatments in China have been driven by a 
systematic lag in therapeutic launches. On 
average, healthcare brands are typically 
launched in China more than 4 years after 
their launch in the U.S. Gaps exist across 
several therapeutic areas and procedures. 
One example is diabetes, where Chinese per 
capita spending was about $80 in 2019, 
a fraction of the $900 spent in the U.S. 
Similarly, in 2019, only 0.1% of Chinese 
people over 50 had hip or knee surgery, 
compared to 0.7% and 1.1%, respectively, in 
the U.S. A number of innovative companies 
have launched in China to bridge these 
gaps and improve healthcare offerings for 
millions of patients. n

Sources:
1. McKinsey, Telehealth: A quarter-trillion-dollar post-
COVID-19 reality?, May 29th, 2020.
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Chart Source: World Bank; WHO; China Statistical Yearbooks; U.S. CDC.
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The combination of demographical 
and technological macro-trends has 
created a need for—and enabled— the 

transformation of the financial services 
sector. Digital innovation is fundamentally 
reshaping how financial products are 
created, delivered, and priced. Capital is 
flowing into high-growth disruptive business 
models that democratize access and 
provide superior services, with compelling 
unit economics. At the same time, 
incumbents, eager to keep up, are investing 
in improving their own digital capabilities 
and customer experience, fueled by a major 
reinvestment cycle as they depreciate legacy 
infrastructure and build new platforms.

Continued Digitization of Financial 
Products and Asset Classes

The digitization of financial products, and 
the tools for accessing and trading them, is 
a central tenet behind GS Growth’s fintech 
investment strategy. The digitization wave 
is occurring across all financial products, 
whether they are consumed by retail 
customers, small and medium enterprises 
(SMEs), or large institutions and asset 
managers.

The first wave of this digitization 
happened over the past two decades, 
mostly covering standardized products, 
such as U.S. cash equities and government 
bonds, as well as everyday consumer 

products such as payments, loans, auto 
and renter’s insurance, and brokerage 
services. This has profoundly impacted the 
financial services industry, in many cases 
dramatically changing business models, fee 
structures and the provider landscape, and 
creating billions of dollars of shareholder 
value for the companies leading those 
transformations.

We believe that the digitization wave will 
continue, and spread to financial products 
that are increasingly more complex and 
have higher ticket sizes. This will be enabled 
by three factors: (i) an ever-demanding 
consumer who wants a delightful experience 
across all financial products; (ii) increasing 
abilities to harness and analyze disparate 
datasets to underwrite and serve customers; 
and (iii) the size and inefficiencies of 
these markets, offering opportunities for 
significant value creation. The exhibit below 
identifies some of the markets that we 
believe will become increasingly digital over 
the next decade. 

Enabling Digital Transformations of 
Financial Institutions and Insurance 
Companies 

The fintech boom over the past two 
decades has resulted in what is likely the 
most intense competitive landscape for 
financial services in history, with traditional 
incumbents facing competition from many 

angles. Universal banks, for instance, 
have leveraged their scale to become 
even bigger. Fintech and insure-tech 
firms collectively raised over $150bn in 
capital from 2015 to 2019 worldwide. The 
competitive landscape in financial services 
now also includes corporates, such as 
Apple, Amazon, Google, and Shopify, which 
are increasingly offering financial products 
to their customers. As investors, what 
interests us is that virtually all financial 
services market participants will depend 
heavily on third-party technology providers 
for these capabilities.

The fintech boom over 
the past two decades 
has resulted in what is 
likely the most intense 
competitive landscape for 
financial services in history.

Most banks have consistently increased 
their third-party spend over the past 10 
years as cost pressures, the war for talent, 
and their legacy systems make it difficult to 
build these capabilities in-house. Fintechs 
and corporates generally provide a great 

Consumer SME and Commercial Capital Markets

Mortgages and HELOCs Commercial insurance  OTC derivatives

Home purchase assistance (fractional 
ownership, rent-to-own) Trade finance Alternative assets and fund management

Life and health insurance Equipment finance Crypto-currencies

Homeowners and catastrophe insurance Treasury and liquidity solutions

Alternative assets (PE and hedge funds, 
direct private investing, art, collectibles)

Retirement solutions

Under-served populations (students, under 
banked, thin-file, elderly) 

Financial Markets Primed for Digitization



Alternative Perspectives | 8 Goldman Sachs Alternative Investments

OCTOBER 2021 | ISSUE 2

digital experience for their customers, but 
do not always have the regulatory licenses, 
balance sheets, or product expertise for 
new products, nor can they afford huge 
technology teams across each of these 
emerging technologies.

The universe of technology providers can be 
divided into two broad categories. One set 
of these third-party providers is classified 
as banking-as-a-service (BaaS). These 
companies enable their customers to provide 
various financial products (e.g., mortgages, 
loans, payments, deposits) with modern, 
API-driven platforms (enabling applications 
to inter-operate). This market is expected to 
reach between $9bn and $11.5bn by 2024. 
Within the BaaS space, we believe the best-
positioned companies are deeply integrated 
into the major core banking systems, 
provide comprehensive APIs, and leverage 
existing bank capabilities (e.g., KYC, fraud, or 
underwriting) and compliant workflows that 
reflect complex regulatory requirements. 

The second broad category of third-party 
technology providers offers emerging 

datasets and new technologies to market 
participants that they can use across their 
products and services. Examples of new 
technologies include machine learning 
(ML) and artificial intelligence (AI), optical 
character recognition (OCR), robotic process 
automation (RPA), natural language 
processing, low-code applications, secure 
messaging and communication protocols, 
and cyber-security tools. We believe 
successful companies in this space combine 
their expertise in these technologies with 
specific use cases and applications that 
are cognizant of the unique challenges and 
regulations faced by the financial industry.

Embedding of Financial Services Within 
Software and Marketplace Solutions

Financial services, led by payments, are 
merging into what were historically distinct 
commerce ecosystems. Companies that 
sell specific products, such as point-of-sale 
software, B2B procurement platforms, 
or online marketplaces, have done the 
difficult work of acquiring customers and/
or automating a complex workflow. With 

such tasks completed, they now realize that 
they are natural gatekeepers for adjacent 
financial transactions. Their customers 
simply want to do commerce, not payments, 
and welcome this integration.

Financial services, led by 
payments, are merging into 
what were historically distinct 
commerce ecosystems. 

The embedding of financial services 
significantly increases the addressable 
market for a number of software and 
marketplace businesses. Shopify, for 
example, now earns an estimated 50% of it 
revenues, and over 40% of its profits, from 
payments, despite being a software solution 
for merchants to sell online. On the B2B 
payments side, there is an estimated $67bn 
revenue pool, including domestic supplier 
payments, cross-border supplier payments, 
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and travel & expenses, profit pools that were 
traditionally reserved for banks. This dwarfs 
the overall profit pool for enterprise software. 
Lending, whether embedded at the point-of-
sale or via supplier financing, offers another 
largely untapped opportunity.

The ability for traditionally non-financial 
companies to easily embed financial 
products has been enabled by a new 
generation of infrastructure tools, such as 
payment facilitation, card processing, cross-
border payments, and data aggregation. 
Software vendors, marketplaces, and 
consumer applications can more seamlessly 
“rent” the infrastructure they need to 
offer financial services, rather than 
build it themselves. This is a particular 
manifestation of the broader banking-as-a-
service theme outlined above.

The Evolution of Fintech in Asia

The fintech themes discussed above 
are universal globally. In Asia, while the 
disruptions are similar to elsewhere, they 
are happening at massive scale and with 
regional nuances.

In China, the digitization of consumer-facing 
financial services has been led by tech giants 
such as Alibaba, Tencent, and JD. Through 
their closed-loop ecosystems, these giants 
have strategically expanded from their core 
verticals of e-commerce and social media 
into adjacent services, with the goal of 
owning most aspects of a consumer’s life. As 
a result, they offer holistic financial services 
to consumers through their integrated 
platforms, enabling users to make payments, 
access financing, or even manage their 
wealth in a fully digital manner through their 
smartphones.

Given the prevalence of retail fintech 
services already offered by these players, we 
believe opportunities within B2C fintech is 
limited in China. However, the rest of Asia is 
much more fragmented, and as yet under-
penetrated. We believe opportunities still 
exist in India and Asia-Pacific to address 
the financial needs of a large under banked 
population, which is growing in economic 
clout. For example, while Japan is a mature 
economy, credit card use remains very low.

In China, and Asia at large, the greatest 
white space in fintech opportunities 
lies within electronic trading and B2B 
applications. The adoption of electronic 
trading is still low across many asset classes. 
With the advancement in capital markets 
participation, we expect financial markets to 
become increasingly liquid and transaction 
workflows to shift towards electronification. 

With this backdrop, regulatory reforms 
are also underway to encourage market 
transparency and efficient and compliant 
practices along the trading flow. New 
regulatory standards—such as requirements 
for chat history retention in OTC trade 
communication channels—lead to major 
increases in adoption of new technological 
solutions, to ensure compliance and 
streamline previously inefficient workflows. 
Examining the impact of regulations (such 
as Dodd-Frank in the U.S. and MiFID in 
Europe) on capital markets infrastructure, 
we believe China’s capital markets are 
at a similar inflection point, primed for 
technology adoption. 

Another area poised for fintech disruption 
is the market for B2B cross-border capital 
flows and trade finance, both within Asia 
and “west to east” corridors. In China for 
example, it is estimated total cross- border 
transaction volume reached $53.6tn in 2019, 
up from $43tn in 2015. Of that volume, 
cross-border e-commerce, overseas travel, 
and overseas education all have strong 
tailwinds. Traditionally, cross-border money 
flows have been facilitated primarily by bank 
transfers and SWIFT, which are often costly 
and inefficient. Given the advancements 
in technology and the emergence of new 
“real-time” payment services in many 
countries, fintech companies are starting to 
disrupt the traditional payments industry 
by providing technology-based end-to-end 
solutions with superior propositions in cost, 
efficiency, accessibility, and service quality. 
Payments is the first step of the value chain, 
and it paves the way for further value-added 
services such as trade finance solutions that 
address the financial needs of cross-border 
merchants.

Asia-Pacific is one of the world’s largest 
insurance markets, with over $1.7tn gross 
written premium in 2019, yet it remains 
highly under-penetrated, especially for health 
insurance and personalized products.

In the past few years, we have seen some 
insure-tech platforms emerge, mainly 
focused on innovating the sales process 
for insurance products (e.g., offline to 
online), through more transparent product 
descriptions. These platforms have seen 
rapid growth given how under-penetrated 
and largely sales-driven the legacy providers 
are. We are starting to see interesting 
start-ups coming of age in product design 
innovation and better price discovery 
through data analytics.

Lastly, we see substantial medium-term 
opportunities in wealth management 
technologies in Asia. Disruption has not yet 
come of age due to the still-nascent stage 
of the wealth management ecosystems. 
However, with financial deepening, and 
the maturing of the investor base, there is 
a clear demand for more advanced wealth 
management solutions. Historically, wealth 
management products in emerging markets 
have been relatively limited, including mostly 
quasi-deposit products with guaranteed 
returns. These will probably not satisfy 
the demands of increasingly sophisticated 
investors in Asia. We expect the wealth 
management landscape to evolve, with 
innovations on a few fronts, including wealth 
management products, digital channels for 
product distribution, investor education, and 
data and analytics. n
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The market for consumer goods and 
services is being transformed by 
the internet and coinciding changes 

in demographics. All legacy incumbents 
are facing pressure from digital-first new 
entrants as barriers to entry have come 
down and consumers are increasingly 
demanding mobile capability, social 
responsibility, and speed. Infrastructure 
and technology have matured to allow for 
competitively priced online purchasing 
and fast delivery of digital content and 
services. E-commerce-centric business 
models can now be competitively priced 
with incumbents, and digital content and 
service providers can stand behind a fast 
and reliable value proposition. Bolstering 
these trends is the proliferation of social 
media, which provides low-cost and targeted 
customer acquisition platforms with 
viral capability. As a result, players have 
numerous attractive entry points into the 
consumer landscape.

Reallocation of Leisure Time

In the U.S. and Europe, the average consumer 
has 5 hours of leisure time per day, and 
in China this number is just below 4. This 
represents billions of hours per day, and is 
a massive opportunity in all geographies. A 
quick look back into history reveals that the 
way consumers allocate their leisure time is 
fairly stable up until a technological change 
incites a fundamental shift. The introduction 
of radio took time away from newspapers, 
magazines, and books. Later, TV took time 
away from radio and reading.

Today, smartphones and broadband have 
ignited a shift away from linear cable TV. 
In 2019, Americans spent an average of 
2.8 hours per day watching TV—about 60% 
of total leisure time. What is important to 
note is that much TV watching is driven by 

adults 60+. In the past decade, Generation Z 
became the largest, constituting 32% of the 
global population, followed by Millennials, 
who overtook the Baby Boomers in 2019. 
These cohorts of consumers are digitally 
inclined and are advocates of change. 
Younger generations are reallocating time 
away from traditional TV to streaming a 
wide range of content on multiple device 
types, creating a market opportunity for 
new classes of content creators and digital 
media. We see this reshuffling happening 

globally. 
In particular, younger cohorts across 
geographies are reallocating time to digital 
and social media, gaming, and connected 
fitness. Connected fitness is expected 
to experience continued growth in the 
coming years, and healthy and mindful 
living continues to take share of wallet. 
Additionally, gaming represents a large and 
growing market globally that continues to 
take share from TV—it is popular across 
generations and demographics, with 50% 

U.S. and U.K. Kids Spend Over 4 Hours a Day on Social Media, a Number that Has Increased 
Since the Pandemic Started 
Average Minutes Per Day Spent on Social Platforms

Chart Source: Qustodio, Connected More than Ever: Apps and Digital Natives: the New Normal, May 2020.
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of players below the age of 30. The growth 
trends in digital media are particularly 
pronounced among kids, with youth in the 
U.S. and U.K. spending multiple hours per 
day across digital and social platforms. 

Younger generations 
spend less time watching 
TV and are shifting towards 
other leisure activities. U.S. 
and U.K. kids spend over 
4 hours per day on digital 
and social media platforms.

Vertical Aggregators

Version I of community building on the 
internet was defined by large generalist 
platforms. Facebook, YouTube, and Amazon 
are all examples of aggregators that 
emerged to serve an infinite number of 
communities and purposes. The value prop 
was powerful: no matter who you are or what 
you’re into, we can guarantee you’ll find your 
fit here. Then, these platforms benefited 
massively from scale—the more people 
that participated, the better the predictive 
algorithms got and the stronger the value 
proposition became, leading to massive, 
widespread adoption.

As we look forward, however, we expect the 
sheer abundance of content and consumers 
on these platforms to create an opportunity 
for version II of community building on the 
internet: vertically-focused aggregators 
that pull out specific sub-sets and live as 
concentrated, credible platforms outside 
of the major ecosystems. A purpose-
built product can result in credibility as 
a moat and have attractive and stable 
customer acquisition costs driven by viral, 
word-of-mouth-driven, adoption. There is 
opportunity as these vertical plays have 
large addressable markets on their own, 
with the opportunity for an even larger total 
addressable market (TAM) to be unlocked 
through technology. 

Seemingly niche categories 
have the opportunity for 
technology to rapidly 
unlock the size of the total 
addressable market.

The shift towards vertically focused 
platforms is already underway, and we 
have witnessed massive TAM unlocks by 
companies like Twitch, Etsy, and Pinterest. 
We are excited about the emergence of 
vertical communities across a wide range 
of categories with engaged and passionate 
consumers, including gaming, beauty, sports, 
cooking, fashion, finance, pets, collectibles, 
and music. We will focus on core metrics 
like daily/monthly active users, time spent 
per session, and engagement to measure 
product-market fit and potential for viral 
growth. 

Mission-Driven Brands and a Focus on 
Sustainability

Lower barriers to entry and the ability to 
target micro-demographics using digital 
marketing campaigns have resulted 
in a major influx of mission-driven or 
demographic-focused brands. Thousands 
of brands have taken advantage of the 
opportunity to launch with a targeted group 
of consumers and prove product-market fit 
with engaged first adopters before moving 
more mainstream.

Many of these brands have experienced 
significant growth, as they took advantage 
of a robust shift in consumer demand. 
Younger cohorts want to support brands that 
are rooted in an ethos they identify with. 
Now more than ever, consumers are highly 
sensitive to the fact that the brands they 
purchase (e.g., the clothes they wear, the food 
they eat) tell a story to the world about their 
own values and what they stand for.

As a result, companies have been highly 
successful in disrupting legacy product 
categories by expressing a more modern 
brand ethos. We believe brands that 
identify with a genuine social purpose, 
or that anchor their product offering in 
sustainability, are well-positioned to 

benefit from growing consumer demand 
for products that represent shared values. 
We think there is significant opportunity for 
brands focused on sustainability, those that 
associate themselves with social issues or 
a particular demographic, or those driven 
by a desire to provide accessibility. These 
topics are top-of-mind for consumers—over 
90% of Millennials report that they at least 
sometimes include sustainability into their 
purchasing decision.

We are especially excited about brands 
that have this strong ethos but that also 
benefit from a supply chain advantage or 
from a unique and proprietary customer 
acquisition strategy. Over time, this is 
highly important for longer-term staying 
power. Additionally, product categories like 
beauty, pet, baby, wellness that have highly 
recurring and emphatic customer bases 
are most attractive—these categories lend 
themselves to community building and 
content creation, which drives both brand 
loyalty and organic adoption.

Over 90% of Millennials 
report that they at least 
sometimes include 
sustainability into their 
purchasing decision.

Digitization of Consumer Services

The convenience of digital services has long 
been well known. However, now that younger 
generations have aged up and technology 
allows for fast and reliable delivery of those 
services, we expect rapid penetration globally 
over the next decade. 

Early players like Uber, Airbnb, and Task 
Rabbit were important in solidifying the 
social norm of consuming services via a 
digital platform. Trust in digital services, 
namely the reliability and quality of the 
service, took years to unfold, and we are 
finally at this point—it is hard to imagine that 
it was only a few years ago that the delivery 
time for a Seamless order was rarely accurate 
(or it would never come at all).
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We see two important categories of digital 
service providers: (i) digital booking or 
engagement platforms that lead to a 
physical deployment of the service; and 
(ii) a complete digital experience that 
requires no in-person interaction to deliver 
the goods or service. These providers 
have already been successful across many 
different categories, including travel, food 
delivery, real estate, mobility, fitness, repairs, 
healthcare, and education. We are most 
excited about categories that still have very 
low e-commerce penetration and are painful 
customer experiences. 
We recognize that the digitization of the 
consumer industry would not be possible at 
scale without the infrastructure technology 
and logistics solutions enabling it. Digital 
and smart logistics , along with automated 

warehousing and robotics, have been, and 
will continue to be, important foundations for 
the continued penetration of e-commerce. 
Specifically, e-commerce businesses are 
highly focused on these services: (i) data-
driven infrastructure optimization, such 
as inventory management and packaging 
solution innovation; (ii) warehouse 
optimization to improve fulfillment speed; 
(iii) automation to help process orders, 
such as driverless delivery vehicles, and 
automated guided vehicles (which navigate 
via implanted wires, radio, cameras, or lasers); 
and (iv) worldwide networks to accelerate the 
development of cross-border e-commerce. n

Niche Vertical Players Can Attract Audiences from Massive Platforms

Categories with relatively low e-commerce penetration or that have historically been 
painful customer experiences are well positioned to benefit from a new digital entrant.
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Technology innovations in the areas 
of cloud computing, open source 
software, artificial intelligence, 

robotics, machine learning, and APIs have 
transformed the enterprise space. These 
new technologies are enabling companies 
in every sector to innovate and disrupt their 
markets. These changes have also created 
large-scale challenges for organizations as 
they digitize and transform their operations 
and business models. We see promising 
investment opportunities in the space as 
startups develop solutions that harness this 
new technology and make it more efficient 
for corporate clients to adopt them.

Cloud Is Redefining Technology and its Role 

Cloud technology is one of the most 
impactful changes to enterprise systems of 
recent decades and is helping accelerate the 
digitization and globalization of business. 
Seeking operational efficiencies, enterprises 
started by shifting low-value workloads 
to the cloud. This was soon followed by 
the adoption of hosted SaaS solutions 
for certain core functions. In recent years 
though, enterprises have started to move 
mission-critical workloads into the cloud to 
gain commercial advantage from the global 
access and near-limitless capacity that the 
cloud provides. The cloud is now re-factoring 
the entire enterprise technology landscape, 
accelerating the rate of innovation and scale.

Given its range of enabling capabilities, the 
cloud’s importance continues to grow for 
enterprise IT leaders. In 2018, around 35% 
of U.S. companies’ technology spend was 
allocated to the cloud and software-as-a-
service (SaaS). This share is expected to 
grow to over 45% this year.

The broadening migration of workloads 
out of the data center and into the cloud 
in recent years has been facilitated by the 
increasingly capable Infrastructure as a 
Service (IaaS) offerings from leaders like 
Amazon, Microsoft and Google. IaaS has 
been on a growth path since 2015 and is 
expected to almost double between 2019 
and 2022, driving a broad array of new 
investment opportunities.

 

IaaS has been on a 
growth path since 2015 
and is expected to almost 
double between 2019 
and 2022, driving a broad 
array of new investment 
opportunities.

Today, many enterprise infrastructure 
stacks are being redesigned to take 
advantage of the unique characteristics 
of cloud technology. Renting off-premises 
capacity instead of owning it allows 
companies to move these costs from the 
capital expenditure line to operating 
expenses, and to shift a model of recurring 
monthly charges that adjust based on 
business activity, instead of a large upfront 
investment. This allows enterprises to 
become more agile, enabling them to adapt 
rapidly to the new technology and market 
needs.

Even though the movement of infrastructure 
to the cloud is still in the early stages, it 
already has widespread adoption, and, at 
the end of 2020, around 90% of companies 
have started to migrate to the cloud in some 
capacity.

Streamlining Enterprise Applications

Digital transformation is putting extreme 
pressure on legacy IT infrastructure and 
on traditional ways of building software. 
These are being replaced with more modern 
applications and architecture. Organizations 
will increasingly demand platforms that 
deliver more efficient development, faster 
deployment, and accelerated change cycles. 
This is where AI-powered application 
platforms come into play, along with low-
code or no-code development solutions.

The fast growing  
low-code/no-code 
market is expected to 
exceed $21bn by 2022, 
and is forecasted to be 
responsible for over 65% 
of application development 
activity by 2024.

Cloud Infrastructure Has Undergone Rapid Expansion
Global Public Cloud Infrastructure-as-a-Service (IaaS) Market ($bn)
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Three-quarters of large enterprises are 
expected to be using no-code or low-code 
development tools for both IT development 
and citizen development activities by 2024. 

Software as a Service (SaaS) takes this 
trend one step further by eliminating the 
need for application development and 
simplifying modern enterprise infrastructure 
by using the cloud to deliver applications, 
fully hosted, to the customer. In recent 
years, traditional software vendors have 
been challenged—and even displaced—by 
cloud-first startups offering core enterprise 
applications (e.g., client relationship 
management (CRM); Human Resources (HR); 
enterprise resource planning (ERP); financial 
reporting and planning; and governance, 
risk management, and compliance) as SaaS 
solutions. The hosted solutions provide 
lower cost of ownership, simplified adoption, 
global access, and scale that would be 
difficult, if not impossible, to deliver from 
the traditional data center. This has forced 
established vendors to play catch-up and 
re-factor or develop their own solutions as a 
SaaS offering.

Overall, SaaS has made major inroads, 
reaching at least 20% penetration across all 
major industries, and over 35% in media and 
professional services. Spend on SaaS today 
is just over $100bn and is expected to grow 
at 16% a year to $141bn by 2022. Much of 
this spend is coming from budgets that once 
supported legacy on-premises solutions and 
the data center infrastructure to run them. 
Today, SaaS solutions exist across almost 
all industries and applications, creating an 
endless list of opportunities for commerce 
and investment. Of particular interest, from 
an investment and market perspective, SaaS 
provides simplified delivery of software 
applications and enables more efficient sales 
models, with an ability to upsell and expand 
within the customer base. This provides 
a more reliable and predictable recurring 
revenue model and enables companies to 
expand their markets by efficiently serving 
both large and small customers, and by 
reducing geographic and organizational 
delivery complexities. 

The Digitization of the Enterprise

Most enterprises strive to constantly 
enhance their customer experiences while 
simultaneously making their workforces 
more productive. Robotic process automation 
(RPA, which mimics human actions), and 
artificial intelligence (which mimics human 
thinking), are all part of the solution to these 
challenges. Companies can use Robotic 
Process Automation in tandem with AI to 
automate entire processes, achieving hyper-
automation and accruing major benefits. 
According to estimates, by 2024, enterprises 
can lower their operational costs by 30% by 
combining hyper-automation technologies 
with redesigned operational processes.

According to the McKinsey Global Institute, 
51% of time in all U.S. occupations is 
spent on collecting data, processing data, 
and predictable physical activities—all 
categories that have high potential for 
technical automation.

About 60% of occupations 
can automate at least 
30% of their activities 
by adapting currently 
demonstrated technology.

Although the cloud is redefining most 
industry verticals, in recent times, none 
have undergone as much change as has 
the digitization of retail. The internet has 
empowered consumers with a breadth of 
information and shopping alternatives that 
far exceed anything previously available. So 
it is no surprise that e-commerce penetration 
has gone from just 10% in 2017 to an 
estimated 16.1% in 2020. Retailers have 
realized that they increasingly need to move 
their sales environment from predominantly 
a single offline channel to an omni-channel 
model, serving consumers wherever they 
want to shop. Users are increasingly open to 
making purchases in different channels: 35% 
are planning to use more shopping apps in 
the next 12 months, 32% are planning to use 
more social media, and 28% plan to increase 
purchases from messaging apps. 

In order to address issues like these and 
deliver a seamless and unified experience 
for customers at every touchpoint, 
retailers are increasingly focused on digital 
transformation.

Protecting the Enterprise from Evolving 
Cyber Threats

As industries digitize, cybersecurity is 
becoming a topic of the highest importance. 
Companies of all types and sizes need 
increased protection for the data they 
generate and use, as well as for their 
operations, which are increasingly connected 
and at risk.

COVID-19 has further increased the need for 
cybersecurity. With many employees working 
from home, there are multiple new vectors 
for cyberattacks and data leaks, requiring 
companies to address new issues such as 
home network security and compliance. 
Beyond this, cyber-attacks, both internally 
and externally, are rising to the point where 
94% of security professionals have increased 
concerns about ransomware, phishing, social 
engineering attacks, and other threats, and 
close to 40% of companies have suffered a 
cyber event within the past year.

94% of security 
professionals have 
increased concerns about 
ransomware, phishing, 
social engineering 
attacks, and other threats, 
and close to 40% of 
companies have suffered a 
cyber event within the past 
year. 

All of this has spurred rapid growth in the 
global information security market, which 
is expected to reach $125bn in 2020, and 
$175bn in 2024. 
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Data is said to be the new oil. Data is the fuel 
powering many of today’s most innovative 
and impactful applications. Extensive 
data lakes are being created and mined 
for valuable business and market insights. 
Unfortunately, also like oil, when data leaks 
out of systems it can create enormous 
damage to both corporations and individuals. 
As the value and capability of these data-
driven applications grows, regulators have 
increasingly shifted their focus towards data. 
Concerned with individual privacy and rights, 
regulators are creating broad and strict laws 
on the misuse of Personally Identifiable 
Information (PII). Cybercriminals are also 
shifting their sights towards data, with 
attacks ranging from debilitating ransomware 
to targeted theft of trade secrets and critical 
business information. 

The increasingly complex regulatory 
environment and sophistication of cyber 
threats are challenging security operations 
groups across all industries. Traditional 

approaches to data security involve building 
out a secure and compliant technology 
stack. These are very expensive, difficult 
to build and maintain, require significant 
internal expertise and time, and still leave 
systems vulnerable to insider attacks. They 
are also hindered by growing staffing and 
skill shortages, an ever-increasing threat 
landscape, and the new compliance burdens. 
These challenges are leading companies of 
all sizes to offload their security needs to 
new technologies and specialist providers, 
including managed security service 
providers (MSSPs). Managed cybersecurity 
services is the largest category in the overall 
information security market, accounting over 
20% of total firm spending, totaling over 
$27bn in 2019 and expected to more than 
double by 2025 to $65bn. n
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Goldman Sachs Asset Management LP, which is registered as a 
portfolio manager under securities legislation in all provinces of 
Canada and as a commodity trading manager under the commodity 
futures legislation of Ontario and as a derivatives adviser under the 
derivatives legislation of Quebec. Goldman Sachs Asset Management 
LP is not registered to provide investment advisory or portfolio 
management services in respect of exchange-traded futures or 
options contracts in Manitoba and is not offering to provide such 
investment advisory or portfolio management services in Manitoba 
by delivery of this material. 

Japan: This material has been issued or approved in Japan for the use 
of professional investors defined in Article 2 paragraph (31) of the 
Financial Instruments and Exchange Law by Goldman Sachs Asset 
Management Co., Ltd.

© 2021 Goldman Sachs. All rights reserved.
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Conflicts of Interest 

There may be conflicts of interest relating to the Alternative 
Investment and its service providers, including Goldman Sachs 
and its affiliates. These activities and interests include potential 
multiple advisory, transactional and other interests in securities 
and instruments that may be purchased or sold by the Alternative 
Investment. These are considerations of which investors should be 
aware and additional information relating to these conflicts is set 
forth in the offering materials for the Alternative Investment.

The material provided herein is for informational purposes only. It 
does not constitute an offer to sell or a solicitation of an offer to 
buy any securities relating to any of the products referenced herein, 
notwithstanding that any such securities may be currently being 
offered to others. Any such offering will be made only in accordance 
with the terms and conditions set forth in the offering documents 
pertaining to such Fund. Prior to investing, investors are strongly 
urged to review carefully all of the offering documents. 

No person has been authorized to give any information or to make 
any representation, warranty, statement or assurance not contained 
in the offering documents.

Supplemental Risk Disclosure for All Potential Direct and Indirect 
Investors in Hedge Funds and other private investment funds 
(collectively, “Alternative Investments") 

In connection with your consideration of an investment in any 
Alternative Investment, you should be aware of the following risks: 

Alternative Investments are subject to less regulation than other 
types of pooled investment vehicles such as mutual funds. Alternative 
Investments may impose significant fees, including incentive fees 
that are based upon a percentage of the realized and unrealized 
gains, and such fees may offset all or a significant portion of such 
Alternative Investment’s trading profits. An individual’s net returns 
may differ significantly from actual returns. Alternative Investments 
are not required to provide periodic pricing or valuation information. 
Investors may have limited rights with respect to their investments, 
including limited voting rights and participation in the management 
of the Alternative Investment. 

Alternative Investments often engage in leverage and other 
investment practices that are extremely speculative and involve 
a high degree of risk. Such practices may increase the volatility of 
performance and the risk of investment loss, including the loss of 
the entire amount that is invested. 

Alternative Investments may purchase instruments that are traded 
on exchanges located outside the United States that are “principal 
markets” and are subject to the risk that the counterparty will not 
perform with respect to contracts. 

Past performance does not guarantee future results, which may vary. 
The value of investments and the income derived from investments 
will fluctuate and can go down as well as up. A loss of principal may 
occur. 

Alternative Investments are offered in reliance upon an exemption 
from registration under the Securities Act of 1933, as amended, for 

offers and sales of securities that do not involve a public offering. No 
public or other market is available or will develop. Similarly, interests 
in an Alternative Investment are highly illiquid and generally are 
not transferable without the consent of the sponsor, and applicable 
securities and tax laws will limit transfers. 

Alternative Investments may themselves invest in instruments that 
may be highly illiquid and extremely difficult to value. This also may 
limit your ability to redeem or transfer your investment or delay 
receipt of redemption or transfer proceeds. 

Alternative Investments are not required to provide their investors 
with periodic pricing or valuation information. 

Alternative Investments may involve complex tax and legal structures 
and accordingly are only suitable for sophisticated investors. You are 
urged to consult with your own tax, accounting and legal advisers 
regarding any investment in any Alternative Investment. 

Prospective investors should inform themselves as to any applicable 
legal requirements and taxation and exchange control regulations in 
the countries of their citizenship, residence or domicile which might 
be relevant.

This material contains information that pertains to past performance 
or is the basis for previously-made discretionary investment 
decisions. This information should not be construed as a current 
recommendation, research or investment advice. It should not be 
assumed that any investment decisions shown will prove to be 
profitable, or that any investment decisions made in the future will 
be profitable or will equal the performance of investments discussed 
herein. Any mention of an investment decision is intended only 
to illustrate our investment approach and/or strategy, and is not 
indicative of the performance of our strategy as a whole. Any such 
illustration is not necessarily representative of other investment 
decisions. 

This material has been prepared by Goldman Sachs Asset 
Management and is not financial research nor a product of Goldman 
Sachs Global Investment Research. It was not prepared in compliance 
with applicable provisions of law designed to promote the 
independence of financial analysis and is not subject to a prohibition 
on trading following the distribution of financial research. The views 
and opinions expressed may differ from those of Goldman Sachs 
Global Investment Research or other departments or divisions of 
Goldman Sachs and its affiliates. This information may not be current 
and Goldman Sachs Asset Management has no obligation to provide 
any updates or changes. It should not be relied upon in making an 
investment decision. 

References to indices, benchmarks or other measures of relative 
market performance over a specified period of time are provided for 
your information only and do not imply that the portfolio will achieve 
similar results. The index composition may not reflect the manner in 
which a portfolio is constructed. While an adviser seeks to design a 
portfolio which reflects appropriate risk and return features, portfolio 
characteristics may deviate from those of the benchmark.

Confidentiality 

No part of this material may, without Goldman Sachs Asset 
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Management’s prior written consent, be (i) copied, photocopied or 
duplicated in any form, by any means, or (ii) distributed to any person 
that is not an employee, officer, director, or authorized agent of the 
recipient.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN 
ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT WOULD 
BE UNAUTHORIZED OR UNLAWFUL TO DO SO. 

Prospective investors should inform themselves as to any applicable 
legal requirements and taxation and exchange control regulations in 
the countries of their citizenship, residence or domicile which might 
be relevant.

This material is provided for informational purposes only and should 
not be construed as investment advice or an offer or solicitation 
to buy or sell securities. This material is not intended to be used 
as a general guide to investing, or as a source of any specific 
investment recommendations, and makes no implied or express 
recommendations concerning the manner in which any client’s 
account should or would be handled, as appropriate investment 
strategies depend upon the client’s investment objectives.

Index Benchmarks 

Indices are unmanaged. The figures for the index reflect the 
reinvestment of all income or dividends, as applicable, but do not 
reflect the deduction of any fees or expenses which would reduce 
returns. Investors cannot invest directly in indices. 

The indices referenced herein have been selected because they are 
well known, easily recognized by investors, and reflect those indices 
that the Investment Manager believes, in part based on industry 
practice, provide a suitable benchmark against which to evaluate 
the investment or broader market described herein. The exclusion of 
“failed” or closed hedge funds may mean that each index overstates 
the performance of hedge funds generally.

Past performance does not guarantee future results, which may 
vary. The value of investments and the income derived from 
investments will fluctuate and can go down as well as up. A loss of 
principal may occur.

The portfolio risk management process includes an effort to monitor 
and manage risk, but does not imply low risk.

Portfolio holdings and/or allocations shown above are as of the 
date indicated and may not be representative of future investments. 
The holdings and/or allocations shown may not represent all of 
the portfolio's investments. Future investments may or may not be 
profitable.

Although certain information has been obtained from sources 
believed to be reliable, we do not guarantee its accuracy, 
completeness or fairness. We have relied upon and assumed without 
independent verification, the accuracy and completeness of all 
information available from public sources.

Views and opinions expressed are for informational purposes only 
and do not constitute a recommendation by Goldman Sachs Asset 
Management to buy, sell, or hold any security. Views and opinions 
are current as of the date of this presentation and may be subject to 

change, they should not be construed as investment advice.

Environmental, Social, and Governance (“ESG”) strategies may take 
risks or eliminate exposures found in other strategies or broad 
market benchmarks that may cause performance to diverge from the 
performance of these other strategies or market benchmarks. ESG 
strategies will be subject to the risks associated with their underlying 
investments’ asset classes. Further, the demand within certain 
markets or sectors that an ESG strategy targets may not develop as 
forecasted or may develop more slowly than anticipated.

Confidentiality: No part of this material may, without Goldman Sachs’ 
prior written consent, be (i) copied, photocopied or duplicated in any 
form, by any means, or (ii) distributed to any person that is not an 
employee, officer, director, or authorized agent of the recipient.

© 2021 Goldman Sachs. All rights reserved.
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