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Forward Looking Statements & Other Important Disclosures

This presentation has been developed exclusively for educational and non-professional purposes by analysts from the Comillas PE&VC Club, a student-run club 

dedicated to enhance financial techniques and strategic reasoning targeting value creation. It is not to be construed as an offer, recommendation, or solicitation to 

invest. The content and analyses contained within (including valuation metrics, market expectations, and assessments of the short- and medium-term economic 

impact) are solely for educational purposes and are not endorsed, backed, or verified by Universidad Pontificia Comillas, nor do they represent any official positions 

or opinions of the University.

The sole objective of this project is to explore and understand the financial implications behind the transaction, such as its valuation, market expectations, and the 

interplay with prevailing macroeconomic trends and parameters. The forward-looking statements and projections included herein are based on current analyses 

and assumptions that are subject to significant uncertainties and risks. Actual outcomes may vary materially from these projections, and past performance is not 

indicative of future results.

Please contact the creators if you believe any content should be revised or removed. For further questions, feedback or corrections please contact: 

comillaspevcclub@comillas.edu
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Company Snapshot



Context, Founding & Core Insight

The music industry in the mid-2000s was in structural collapse. CD revenues had fallen precipitously since their 1999 peak, and Napster had 

fundamentally re-wired consumer expectations, music was perceived as free. Spotify's founders didn't fight this psychology; they weaponized it

The Founding Pair

Daniel Ek
Technical visionary, prior CEO of µTorrent (a piracy 

client). Understood piracy from the inside

Martin Lorentzon
Co-founder of Tradedoubler, an adtech firm. Brought 

commercial credibility and capital

The Core Insight

• Piracy was winning because it was faster, easier, and free, not 

because users were morally opposed to paying

• If a legal product matched or exceeded the piracy UX and was 

priced affordably, users would convert

• Early constraint: the entire model depended on licensing from 

the major labels, a gatekeeper risk baked in from day one

• This was not a product launch; it was a structural 

renegotiation of how an entire industry distributes value.

The founding thesis was elegant in logic but brutally constrained in execution — Spotify could not launch, grow, or expand 

without the explicit cooperation of the very industry it was disrupting.



Early Differentiators

Instant Playback

Near-zero latency, feeling like magic

Freemium Ladder

Pioneer of ad-supported + premium

Discovery Engine

Curated + algorithmic playlists

Ubiquity

One account across all devices
Artist infrastructure

Analytics, playlisting & monetization



Music Industry Structure

Market Share

Universal Sony Warner Independent Labels

Industry Outlook

Streaming dominates  ~67% of global recorded music 

revenues came from streaming in 2023, according to the 

IFPI, displacing physical and download sales almost entirely.

Recovery after a lost decade  Global recorded music 

revenues have grown every year since 2015, recovering 

from 15 consecutive years of decline triggered by Napster 

and piracy.

Next growth: emerging markets  Western Europe and 

North America are maturing. SE Asia, LatAm, and Sub-

Saharan Africa represent the primary vector for subscriber 

volume growth through the decade.

Key structural tension  Labels argue per-stream payouts 

are too low. Platforms argue margins limit what they can 

pay. This tension will intensify as mature-market growth 

slows and both sides consolidate leverage.

The recorded music industry is an oligopoly. Any streaming platform that cannot secure licenses from all three majors is non-

viable in most markets; this reality shaped every decision Spotify made.



Revenue Model Basics

Spotify operates a freemium model: unlimited access with ads for free users, ad-free on-demand listening for premium subscribers. The 

model maximises top-of-funnel exposure while using platform restrictions to drive conversion.

Free Tier

Access
Full catalogue, shuffle-only on mobile, no offline, 

limited skips

Revenue source
Advertising sold against ~400M+ free MAU

Share of revenue
~13–15% of total revenues

Strategic role
Top-of-funnel acquisition and conversion funnel 

into premium

Premium Tier

Access
On-demand playback, offline downloads, higher 

audio quality, no ads

Pricing
Individual, duo, family, and student plans; ~€4.70 

avg monthly revenue per user

Share of revenue
~85–87% of total revenues

Subscribers
~252 million as of end-2024

Cost Structure

Royalties
~70–75% of total revenues paid to labels, 

publishers, and collecting societies

Gross margin
Historically thin; expansion is the central financial 

objective

Path to profit
First full year of operating profitability reached in 

2023

Levers
Podcast exclusives, marketplace tools, and ad tech 

carry higher margins than core streaming

640M+  Monthly Active Users 252M  Premium Subscribers 2023  First full year of operating profit



Early Stages



Early Investors & Investment Thesis

Spotify was not a consensus deal. Convincing institutional capital to back a music streaming business. In an era of rampant p iracy, hostile labels, 

and zero live product, required investors to underwrite a transformation thesis, not a product roadmap

Key Early Investors What Investors were Underwriting

Conviction-driven early bet on Ek's 

vision and European music market 

timing

Pattern recognition in consumer 

internet; believed in freemium 

conversion dynamics

Strategic validation; signalled global 

ambition and brought credibility

Institutional crossover investor; 

participation reflected Spotify's 

trajectory toward scale

VC Insight

High-conviction, non-consensus bet. The deal was difficult to syndicate given 

its atypical risk profile; including regulatory, licensing, and capital intensity. 

Early investors were ultimately underwriting a structural market transformation 

rather than a purely technological innovation

Market Timing

Post-Napster equilibrium had created 

a moment where labels were finally 

open to licensing digital models

Founder Quality

Ek’s credibility in both tech and music  
was a rare and hard-to-replicate edge 

that gave investors an edge

UX Superiority

Near-instant streaming, a clean 
interface, and zero friction were the 

primary differentiation (Not 
catalogue size)

Gatekeeping Complexity

Label dependency was not just a risk; 
it was a moat, since anyone else 

entering the space faced identical 
structural barriers



Founding Rounds & Capital Strategy

Spotify's capital raises between 2008 and 2011 were not conventional growth rounds. Each infusion was strategically tied to unlocking specific milestones: licensing 

deals, geographic markets, the U.S. launch. Capital intensity was higher than typical SaaS due to upfront licensing costs

A DCB

2008

~$15m – $20m

Product build, initial label 

licensing negotiations, EU 

beta launch

2009

~$50m (~$250m Val.)

Mobile expansion, premium 

tier launch, scaling EU 

freemium base

2010

~$12m – $15m

Sean Parker / Founders Fund 

entry — U.S. strategy and 

social integration

2011

~$100m (~$1bn Val.)

Mobile expansion, premium 

tier launch, scaling EU 

freemium base

Series

Series

Series

Series

Capital as a Licensing Weapon

Unlike most software startups, Spotify needed capital not primarily for 

engineering headcount or marketing; but to fund advance payments and 

guarantees to labels as pre-conditions for licensing agreements. Each round 

unlocked a new negotiation frontier.

Strategic Investor Signal

Sean Parker's involvement (Series C) was a deliberate strategic move. As 

Facebook's founding president, Parker provided the social graph integration 

thesis and direct access to Zuckerberg; critical for the 2011 Facebook 

partnership that drove viral growth in the U.S



Product Evolution & Monetization Engine

Spotify's product strategy was disciplined and sequenced: establish UX superiority in desktop streaming, then use mobile as a  conversion lever, 

and finally weaponize social to drive viral acquisition. Each phase had a distinct monetization logic

2008 – Desktop Launch

Freemium model with ad-supported free tier and 

paid premium. Near-instant streaming (sub-

200ms) was the core UX advantage. Competitive 

moat vs. piracy was latency + legality, not 

catalogue

2009 – Mobile (Premium Only)

Mobile access was premium-gated from day one, a 

deliberate conversion mechanism. Free users who 

wanted on-the-go listening had a clear, compelling 

upgrade path. Freemium-to-premium conversion 

accelerated materially

2010-11 – Social & Facebook

Deep Facebook integration created a social 

listening graph. Friends' playlists, listening activity 

feeds, and viral sharing loops drove acquisition 

without paid marketing spend, a capital-efficient 

growth flywheel at scale

~15%
Freemium Conversion

Estimated free-to-paid conversion rate 

meaningfully above industry benchmarks at the 

time

1m+
Paying Users by 2011

Reached prior to U.S. launch, validating premium 

model viability in European markets alone.

~6m
Total Users by 2011

Estimated free-to-paid conversion rate — 

meaningfully above industry benchmarks at the 

time



The Licensing Gate Framework

•            Sweden Launch: 

• License secured through relationship-driven 

negotiation and equity concessions

•            EU Expansion: 

• Country-by-country deals, incremental and slow

•            U.S. Entry: 

• Required ~$100M Series D, Sean Parker's industry 

relationships, and multi-year advance commitments 

to labels

Geographic Rollout & Licensing Gate

Spotify's international expansion was not constrained by technology, engineering capacity, or even capital. It was constraine d exclusively by the 

pace of label licensing negotiations. Geography was a licensing problem, not a product problem

1

2

3

1

2

3

Key Insight

Labels were simultaneously Spotify's most critical suppliers, its largest structural risk and, through equity, its reluctant shareholders. This 

tripartite relationship had no clear precedent in VC playbooks



VC Analysis: Leverage, Risk & Key Takeaways

Spotify represents a rare archetype in venture history: a business with low technology risk but extreme structural and regula tory risk. 

Understanding the leverage dynamics is essential to evaluating why this was such a difficult, and ultimately exceptional, VC bet

Leverage Map Risk Matrix

Founders (Ek & Lorentzon)

• Strong: Product vision, UX execution, credibility in tech and music.

• Weak: Entirely dependent on label goodwill; could not launch, scale, 
or enter new markets unilaterally

Investors (VCs)

• Strong: Capital provision, network access (Parker: Facebook)

• Weak: Capital intensity reduced ownership efficiency; label equity 
concessions diluted everyone

Labels (UMG, Sony, Warner, EMI)

• Dominant: Ultimate veto power over all market entry. Equity stakes 

made them beneficiaries of success but created governance 
complexity and conflict-of-interest dynamics

Low Tech Risk

Streaming technology was proven. 
The core engineering challenge 

(latency, reliability) was hard but 
tractable. No fundamental R&D risk

High Licensing Risk

Any label could withdraw catalogue, 
re-price terms, or block market entry. 
Existential counterparty risk with no 

legal remedy

High Capital Intensity

Licensing advances and guarantees 
compressed capital efficiency 
dramatically vs. typical SaaS. 

Market Timing Risk

The window where labels were open 
to licensing was narrow. A 12-month 

delay could have closed the 
negotiation window entirely.



Growth & Late Stage



Growth Stage Journey (2011-2015)
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Revenue          Net loss

2011 2012 2013 2014 2015

100M

80M

60M

40M

20M

MAU          Paid subs

MAU1 vs. Paid subs

REVENUE CAGR

~68%

PAID SUB CAGR

~74%

2011

2012

2013

2014

2015

US launch & freemium validation

Royalty cost at ~90% of revenue

5M paid subs

Goldman / Fidelity / Coca-Cola invest $100M

Global scale: 55 markets

Royalty cost falls to 82.5% of revenue

Series D: $250M by TCV at $4bn valuation

Echo Nest acquisition

Series E: $526M by TCV at $8.5bn valuation

$976M

Equity raised (4 rounds)

Series C / D / E

28X

Valuation step-up

From $0.3bn in 2010 to $8.5bn

Sources: Spotify annual f ilings (Luxembourg), F-1 SEC (2018), Music Business Worldwide, Music Ally.

Net loss 2011-2012 estimated from press reports. MAU 2011-12 estimated from contemporaneous press. 

$1bn

$3bn

$4bn

$8.5bn

2011

2012

2013

2015

DST, Kleiner & Accel 

$100M investment

Goldman, Fidelity & 

Coke $100M investment

TCV $250M investment

TCV $526M investment

SPOTIFY VALUATION



Differentiation

Two-sided marketplace
Spotify connects fans (discovery & listening) with artists (distribution & monetization).

Strong network effects: more users attract more artists, and more content attracts more users.

Data-driven personalization
Continuously learns from user behavior (skips, listens, saves) to refine recommendations.

Drives better discovery and keeps users engaged with highly relevant content.

High engagement & retention
About ~25 hours/month per user reflects strong habitual usage across daily moments.

Personalization + seamless UX1 create high stickiness and low churn.

Strong growth trajectory
+29% MAUs2 and +46% Premium subscribers highlight solid expansion.

Growth driven by global reach and effective free-to-paid conversion.

Playlists as key driver
Editorial and algorithmic playlists power ~31% of listening.

They simplify discovery and reduce the need for active searching..

Scale advantage
Millions of users and 35M+ tracks fuel powerful data and network effects.

Scale improves recommendations and raises barriers to entry.

1. UX: User Experience, overall interaction, perception, and emotional response a person has when using a product, system or service.
2. MAU: Monthly Active Users, unique users who engage with an app, website or service within a 30-day period.



Subscriber & Engagement KPIs | Operating Trajectory 2013–2017

Metric (year-end) 2013 2014 2015 2016 2017 CAGR

MAU (m) 36 60 91 123 159 +45%

Premium subscribers (m) 8 15 28 48 71 +72%

Premium conversion (%) 22% 25% 31% 39% 45% +23pp

Revenue (€M) 747 1,086 1,940 2,952 4,090 +53%

Gross margin (%) 17% 18% 21% 22% 24% +7pp

Operating loss (€M) (93) (188) (236) (349) (378) n/m

SCALE WITHOUT MONETIZATION COLLAPSE

MAU +4.4x over four years; Premium subs +9x. 

Both grew faster than ARPU declined, delivering 5x 

revenue expansion. This is the hallmark of a 

working consumer network: growth compounds 

before monetization per user is solved.

CONVERSION AS THE REAL MOAT

45% of MAU pays by 2017 — the single highest 

ratio in digital media. Freemium is not a marketing 

funnel here, it is the core monetization engine. 

Without the paid tier, royalty economics would not 

work.

OPERATING LOSSES STILL WIDENING

OPEX growth tracked revenue dollar-for-dollar 

through 2017. EBITDA path hinges on mix shift 

(Premium) and royalty relief — both visible but not 

yet decisive at listing. PE underwrite required 

conviction in 2019–20 inflection.

Sources: Spotify S-1/F-1 filings; company reports. Figures year-end.



Growth Strategy

Enhance platform & personalization

Spotify continues to invest in R&D, AI, 

and product innovation.

Goal is to improve recommendations, user 

experience, and ultimately drive higher 

retention.

Increase market penetration

Current penetration remains relatively low 

(~13%), leaving significant room to grow.

Focus on converting free users to 

Premium and deepening engagement in 

existing markets.

Geographic expansion

Expanding into high-growth regions with 

localized content and tailored UX.

Markets like Japan, Thailand, and 

Indonesia offer strong long-term potential.

Grow advertising business

Enhancing ad targeting, measurement, and 

programmatic capabilities.

Aims to better monetize free users and 

attract more advertisers to the platform.

Strengthen artist ecosystem

Developing tools and services to help 

artists grow their audience and revenue.

This increases platform loyalty and attracts 

more creators.

Multiple growth engines

Diversified drivers: playlists (~31% of 

listening), ads, podcasts, and non-music 

content.

These increase engagement, time spent, 

and overall monetization potential.



2016 Convertible Debt Investment

WHY CONVERTIBLE DEBT?

In 2016 Apple Music had just launched, 
margins were compressing and investor 
confidence was falling. Spotify needed 
$1B but could not afford an equity 
round.

Avoid publishing a valuation

A flat or down round vs. 2015 would 
have sent a devastating signal to the 
market.

Capital without losing control

Founders retained 80% of voting power. 
No investor gained governance despite 
$1B in claims.

Force a liquidity event

Every month of delay grew more 
expensive

Principal & tenor:  $1bn; notes due 
2021.

Coupon ratchet:  5.0% p.a., stepping up 
+1% every six months after Year 2 (cap 
10%); +2.5% additional if IPO missed 
April 2017 deadline.

Conversion discount:  20% off the IPO 
price, stepping up +2.5% every six 
months of delay.

Lock-up:  90 days post-listing (half of a 
typical 180-day IPO lock-up).

Reversion:  If no listing by July 2018, 
investors could unwind conversion.

TPG Capital

One of the largest global PE and growth 
funds (~$100B AUM). Known for late-
stage consumer and tech bets. Entered 
Spotify seeking equity-like returns with 
debt downside protection

Dragoneer Investment Group

SF-based growth fund specializing in 
high-conviction pre-IPO tech. Long-term 
holders with large concentrated positions. 
Dragoneer had already backed giants 
such as  Uber and Airbnb

Goldman Sachs clients

Goldman's private wealth and asset 
management clients.

STRUCTURE AND MECHANICS INVESTORS



Lenders’ Profile

Sixth Street Specialty Lending Dragoneer Investment Group (Growth Equity) GS Private Capital – Investing Team

INVESTMENT THESIS

Late-stage, high-risk technology investing 
via special situations credit and growth 

equity funds. 

Targets pre-IPO companies with strong 

equity upside potential.

Growth-oriented tech investor across 
public and private markets. 

Focuses on high-quality businesses with 

durable differentiation and superior unit 
economics.

Flexible private capital provider deploying 
debt and equity solutions. Leverages 

Goldman's balance sheet and sponsor 

relationships for bespoke structures.

AUM IN PRIVATE CREDIT

~$21bn (TPG Sixth Street Partners, 2016). 
Now rebranded as Sixth Street with 

$75bn+ AUM (2024).

~$5bn AUM (2016), focused on long-
duration capital from endowments, 

sovereign wealth funds and family offices.

$145bn+ across private credit (GS 
Alternatives). West Street Loan Partners 

strategy active since 2008.

REFERENCE DEALS

Uber (2013), Airbnb (2014), C3.ai (2016), 
Expanse (2019,) 

Instacart (2014), Airbnb (2014), Uber (2018), 
OpenAI (2025)

Facebook (2011), Dropbox (2014), 
MuleSoft (2015) 

Deal split:  $750m  TPG + Dragoneer  |  $250m  Goldman Sachs  |  Instrument: Convertible Senior Unsecured Debt  |  Maturity 2021  |  5% PIK + step-up



Competitive Landscape as per 2017 

Dimension Spotify Apple Music Amazon Music YouTube Music Pandora

Launched 2008 (US '11) Jun 2015 Oct 2014 May 2018 2005

Paid subs (YE 2017, m) 71 36 ~16 n/m 5

Global reach 65+ countries 100+ (Apple ecosystem) Prime markets only 100+ (via YT) US-only

Free / ad tier Yes (core funnel) No Limited (Prime) Yes Yes (dominant)

Strategic priority Core P&L iDevice retention Prime bundling Ad / engagement Core P&L

Royalty leverage Renegotiated 2017 Label partner Label partner YT data leverage Statutory rates

PURE-PLAY ADVANTAGE

Spotify has no hardware ecosystem to defend, no retail 

to cross-sell into, no ad-network to protect. That focus 

sustains investment in catalogue, recommendation and 

podcasts — each of which is a cost line at Apple or a 

feature at Amazon.

SCALE ASYMMETRY IN PAID

~2x Apple Music's paid base and ~4x Amazon's. Labels 

contract on volume commitments, so Spotify 

negotiates better economics. The 2017 royalty 

renegotiation (−400 bps on per-stream rate) would 

have been infeasible at half its scale.

STRATEGIC VULNERABILITY

Competitors can subsidize at a corporate level (Apple 

Music drives iPhone retention; Amazon Music feeds 

Prime); Spotify cannot. Podcasts pivot (Gimlet, Anchor 

— post-DPO) was a direct response to the need for 

exclusive, royalty-light content.

Sources: Spotify F-1; Apple/Amazon investor disclosures; MIDiA Research; company filings YE-2017. Apple/Amazon paid-sub figures are estimates.



Spotify’s Late-Stage Debt Issuance (2016–2018)

Lender profile:

• Late-stage, high-risk, return-seeking investors 

• Comfortable with private-market complexity and equity upside

➢ The deal looked like a bridge between debt and pre-IPO Equity

Equity upside for lenders
• Initial conversion discount: 20%

• If no conversion event occurred within 12 months, discount increased by +250 bps; Discount kept increasing every 6 months until conversion

Type of debt

• Convertible senior unsecured debt (Maturity: 2021)

• Hybrid instrument combining debt and equity features:  Fixed 

principal, Interest payments, Creditor protection

• Conversion option into equity upon a specified event

Attractive upfront funding

• Issued at par with 5.0% PIK interest

• After 1 April 2018 coupon stepped up by +100 bps every 6 months

Interest burden
• Interest accrued to the loan balance, not paid in cash → Preserved short-term liquidity but increased total financing cost

• Financing costs from the 2016 debt deal contributed to higher net losses in 2017 

Built-in pressure to go public 
• The structure strongly incentivized Spotify to reach a liquidity / listing event quickly

• The longer Spotify waited, the more expensive the debt became

Spotify raised $1bn financing in 2016→ Private capital providers:



Convertible Debt Terms & Cost of Delay

5.0%
6.0%

7.0%
8.0%

9.0%
10.0%

Yr 1-2 Yr 2.5 Yr 3 Yr 3.5 Yr 4 Yr 4.5+

Coupon ratchet schedule (% per annum)

20.0%
22.5%

25.0%
27.5%

30.0%

At issuance +6 mo +12 mo +18 mo +24 mo

Conversion discount to IPO price (%)

Term Condition

Principal $1,000M aggregate (April 2016)

Tenor / Maturity 5 years — matures April 2021

Initial Coupon 5.00% p.a., PIK-eligible (accrued)

Coupon Ratchet
+100 bps every 6 months after Year 2 (cap 10.0%); +250 bps 

step-up if not listed by Apr 2017

Conversion Discount 20% off IPO price at listing; widens +250 bps per 6-month delay

Lock-up (post-listing) 90 days — half the customary 180-day IPO lock-up

Reversion Right If no listing by Jul 2018, investors may unwind at par + accrued

Ranking / Security Senior unsecured; no operating covenants

Arrangers / Holders TPG Capital, Dragoneer, Goldman Sachs clients

COST OF DELAY:

A 12-month listing delay would have widened the conversion discount 

from 20% → 25% (~$250M extra equity dilution) and stepped the coupon 

5% → 8% (~$30M/yr incremental accrual).

Sources: Spotify F-1 (Feb 2018), S-1/A filings; WSJ & FT coverage (Mar–Apr 2016); Pitchbook. Ratchet mechanics as reported; exact step-up triggers simplified for illustration.



Spotify’s Late-Stage Debt Issuance (2016–2018)

IPO Talks / Outcome: 

• Spotify chose a Direct Listing on the NYSE in April 2018, instead of a traditional IPO 

• No new shares were issued, and no capital was raised

• Objective: provide liquidity for existing shareholders

• Trading began on April 3, 2018, reaching a first-day valuation of ~$26.5bn

• The 2016 convertible debt financed growth, but its costly terms also pushed Spotify toward a public market exit

Qualitative Amortization
What if Spotify 

had not converted?

Cash Burn & 

Why Spotify Needed Capital
Competitive Pressure

No traditional amortization:

• 2016: $1bn issued

• 2016–18: interest capitalized

• Dec 2017:

     - $301m converted into Eq.

     - extra $110m into Eq.

• Jan 2018: rest $628m in Eq.

• Spotify was loss-making

• Free Cash Flow:

• 2015: €(92)m

• 2016: €73m

• 2017: €109m

• 2017 operating loss: €378m1

• Main competitors:      

     Apple, Amazon, Google

• Competitors could treat 

music as part of a broader 

ecosystem

• Music did not need to be 

profitable for them

• Conversion discount 

increased over time 

→lenders get more shares

• PIK interest stepped up 

→debt more expansive

• Repayment pressure

✓ The Instrument changed 

from Debt to Equity before 

the direct listing.

✓ Strong incentive to reach a 

liquidity event.

✓ Large financing needed: 

High royalty costs, Global 

expansion, Product investment.

✓ Spotify needed scale, capital, 

strategic flexibility to 

compete.

1. Positive FCF reflects favorable working capital dynamics despite structurally negative operating profitability. 



Direct Listing



Traditional IPO Direct Listing Impact

Cost High fees for banks, 

marketing, and underwriting

Lower expense by not issuing 

new shares

More efficient for mature 

companies

Time Longer, more structured 

process

Faster and less dependent on 

a roadshow

Greater flexibility in market 

entry

Control Bookbuilding and pricing 

guided by banks

Price determined by supply 

and demand

More market control over 

valuation

Access Select allocation to 

institutional investors

Broader access from day one Lower barriers to entry

Dilution Common due to issuance of 

new shares

No new issuance required Protects existing shareholders

Because Spotify had strong market visibility and sufficient investor demand, it could pursue a direct listing, which 

relies on initial demand to allow trading from day one. 

This enabled efficient price discovery and provided liquidity for existing shareholders, with no lock-up period 

allowing them to sell immediately.

A Direct Listing is an alternative way for a company to list its shares on a public exchange, bypassing the traditional Initial Public 

Offering (IPO) process.

Traditional IPO vs. Direct Listing



Key idea: A direct listing works best when the market is already deep and active.

$132

Reference Price

Private-market anchor

$165.90

Opening Price

About 25% higher

$26.5B

Closing Market Cap

Set by the market

30M

Shares Traded

Strong first-day liquidity

Why the Secondary Market Mattered

1

Liquidity Depth

Buyers and sellers absorbed 

supply quickly, keeping the 

market orderly even as 

shares changed hands at 

scale.

2

Better Price Discovery

Private trading helped refine 

valuation before the open, so the 

first print reflected live demand 

instead of a banker-led range.

3

Real Demand Signal

The opening gap and heavy 

volume showed that the 

market was willing to pay up, 

not just test the waters.

Trading Performance & Market Dynamics



Objective: Go public without giving up control.

Protecting Founder’s Control

Beneficiary Certificates

Class B

10 votes per share

Founder Voting Power

80%+

Majority control retained

IPO vs. Direct Listing: The Bottom Line

$35M
DL Cost

Direct listing

$150M–$200M
Estimated IPO Cost

Traditional listing

Direct Listing is best  for companies with strong brand awareness.

How Spotify Kept Control and Cut the Cost of Going Public



Spotify Stock Performance (2018-2025)

Spotify Technology S.A. (SPOT)

Direct Listing and Market Debut

$165.90

COVID-19 

Russia–Ukraine War

Recovery and Growth

$365

$95

$700



Direct Listing and Market Debut (2018)

Spotify went public via direct listing on April 3, 2018. The 

reference price was $132, and the stock opened at around 

$165.90, reaching a market valuation of approximately $26–27 

billion.

After an initial drop, increased digital consumption during 

lockdowns boosted Spotify’s stock from about $120 to 

$365, nearly tripling its value.

Driven by a focus on profitability and efficiency, Spotify recovered 

strongly. With over 600 million users, its stock surged, reaching 

peaks above $700 in 2025, though not sustainably.

COVID-19: Digital Boom (2020–2021)

Russia–Ukraine War (2022)

Recovery and Growth (2023–2025)

Rising uncertainty, inflation, and higher interest rates led to 

a sharp decline in tech stocks. Spotify fell to around $95, 

below its listing level.

2018

2020-2021

2022

2023-2025

1

2

3

4



Investment Lifecycle Summary 



Cap Table Evolution | Ownership Waterfall 2008–2018

Stakeholder Seed (2008) Series A (2010) Series C (2011) Series D (2012) Series E (2013) Series F (2015) At DPO (2018)

Founders (Ek / Lorentzon) ~80% ~60% ~45% ~42% ~40% ~37% ~32%

Employees / ESOP — ~5% ~8% ~10% ~12% ~14% ~15%

Early VCs (Creandum, Northzone) ~20% ~18% ~13% ~11% ~9% ~8% ~6%

Growth VCs (Accel, KP, DST) — ~17% ~24% ~20% ~17% ~15% ~12%

Late-stage (TCV, Goldman, Fidelity) — — ~10% ~17% ~22% ~22% ~18%

Strategic (Tencent, 2017) — — — — — — ~8%

Convertible holders (TPG / 

Dragoneer)
— — — — — — ~5%

Public float (post-DPO) — — — — — — ~4%

FOUNDER CONTROL PRESERVED
Dual-class structure granted Ek and Lorentzon ~80% of 

voting power despite ~32% economic interest at DPO — 

rare for a company raising $2B+ of primary capital.

DISCIPLINED DILUTION
Only ~48pp of founder dilution across 10 years / $2.2B 

raised — vs. typical 60–70pp for comparable consumer-

tech trajectories.

STRATEGIC EQUITY SWAP
Dec 2017 Tencent / Spotify 9% cross-holding secured a 

strategic hedge against Asian streaming competition 

ahead of listing.

Sources: Spotify S-1 filing (Feb 2018); Pitchbook; company disclosures. Percentages illustrative and rounded.



Financing History

Date Round Size ($M) Lead Investor(s) Post-Money ($B) Implied EV/Rev Cumulative Raised ($M)

Aug 2008 Series A 22 Creandum, Northzone 0.08 n/a 22

Apr 2010 Series B 50.0 Wellington Partners 0.25 25x 72

Feb 2011 Series C 100.0 DST, Accel, KP 1.00 10x 172

Nov 2012 Series D 100.0 Goldman Sachs 3.00 5x 272

Nov 2013 Series E 250.0 TCV 4.00 4x 522

Jun 2015 Series F 526.0 TCV, Halcyon, Baillie 8.53 4.6x 1,048

Jan 2016 Debt 200.0 Goldman (term loan) n/a n/a 1,248

Mar 2016 Convertible 1,000.0 TPG, Dragoneer, GS n/a n/a 2,248

Apr 2017 Secondary ~350 Tencent swap ~13.0 ~4.3x n/a

Dec 2017 Secondary ~250 Private mkt tender ~19.0 ~5.7x n/a

Apr 2018 DPO n/a Direct listing NYSE 26.5 (opening) 6.9x 2,248

Key observations: (i) 10x valuation step-up from 2010 to 2011 on DST / Accel / KP entry; (ii) flat $4–8.5B band from 2012 to 2015 despite 4x revenue growth, signaling margin pressure; (iii) 2016 
convertible avoided a down-round while delivering $1B of capital; (iv) $29.5B opening print at direct listing = 3.4x the last primary mark.

Sources: Crunchbase, Pitchbook, Spotify S-1 (Mar 2018), press releases; secondary-round valuations are market estimates.



Returns Analysis

Investor Entry year Entry price ($/sh) Ownership at DPO Value at open ($M) Gross MOIC Gross IRR

Creandum / Northzone (Seed) 2008 ~2 ~6% ~1,770 ~80x ~52%

Accel / Kleiner Perkins (Ser C) 2011 ~16 ~6% ~1,770 ~10x ~37%

DST Global (Ser C) 2011 ~16 ~3% ~880 ~10x ~37%

TCV (Ser E) 2013 ~44 ~5% ~1,480 ~4x ~33%

Fidelity / T. Rowe (Ser F) 2015 ~91 ~6% ~1,770 ~1.8x ~24%

TPG / Dragoneer (Convert 2016) 2016 ~127 (20% disc) ~4% ~1,180 ~1.3x + coupon ~22%

Tencent (2017 swap) 2017 ~130 ~8% ~2,360 ~1.25x ~22%

Founders (Ek + Lorentzon) 2006 n/a (founders) ~32% ~9,440 n/m n/m

SEED RETURNS DOMINATE

Creandum / Northzone delivered ~80x gross — fund-
returning for vintages that were then only $100–200M. 

Single best Nordic venture outcome of the 2000s decade 
alongside Skype.

CROSSOVER MATH TIGHTENS

Fidelity / T. Rowe and the convertible syndicate cleared 
20%+ IRRs on sub-2x MOICs — acceptable given liquid 

listing exit but far below the lead-VC economics of the 
Series C round.

FOUNDERS HELD THE CAPITAL STACK

Ek's ~$5.5B stake and Lorentzon's ~$3B validated the 
"avoid a priced round when you can" playbook. 

Convertible debt + DPO protected ~$2–3B of founder 
equity vs. a conventional path.

Sources: Author analysis based on Spotify F-1 cap table and press-reported valuations. Gross of fees/carry, pre-dilution. Ownership percentages rounded; entry prices illustrative.
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Sources & Methodology 

Data Sources

• Spotify S-1 and Form 20-F SEC filings (2018-2024) 

• Crunchbase, Pitchbook, and company press releases for financing history and valuation progression. 

• Financial media: The Economist, Financial Times, Reuters, Wall Street Journal coverage of Spotify’s capital raises and direct  listing. 

• Spotify Investor Relations and annual reports; IFPI Digital Music Report for industry context.

• Academic sources: ESCP working papers on the Spotify freemium business model; Creandum and Northzone retrospectives on early-stage investing thesis. 

• Northzone retrospectives on early-stage investing thesis

• European Commission: Spotify case for regulatory and industry structure context

• Reuters: mobile launch and early traction

Data treatment

• Valuation multiples reconstructed from reported funding rounds and post-money valuations; where primary data unavailable, secondary sources triangulated across 

multiple outlets. 

• Cap table ownership percentages estimated from S-1 filing, disclosures and press-reported syndicate participation.

• Investor returns (MOIC, IRR) calculated from entry valuations, ownership stakes at DPO, and first-day trading valuation ($165.90 opening)

• Financing instruments categorized by type (equity series, convertible debt, secondary) to isolate capital structure evolution and cost-of-capital dynamics. 

• Competitive positioning metrics sourced from company disclosures and MIDiA Research; treated as indicative, not audited. 

Methodology of Analysis

• Framework: financing lifecycle segmentation (Seed → Series A-F → Late-Stage Debt → Direct Listing) to isolate capital strategy and risk profile at each stage. 

• Leverage analysis: mapped founders, investors, and labels across a power/dependency matrix to surface gatekeeper constraints (licensing risk, capital intensity) that 

shaped every strategic decision. 

• Returns attribution: traced seed-stage returns vs. crossover tightening to illustrate how capital discipline and timing compressed founder dilution. 

• Outputs: quantitative evidence (charts, cap tables, multiples) combined with qualitative narratives (founders' thesis, competitive positioning, structural constraints) to 

build a buy-side investment perspective. 



Definitions 

• “MAU” or “Monthly Active Users” are the unique users who engage with the platform within a 30-day window; distinct from paid subscribers. 

• “ARPU” or “Average Revenue Per User” is the total revenue divided by subscriber base; key metric to track monetization efficiency over time. 

• “Freemium” is a business model offering a free ad-supported tier alongside a paid premium tier, using platform restrictions to drive conversion. 

• “Freemium Conversion Rate” is the percentage of free users who upgrade to a paid subscription. 

• “UX” or “User Experience” is the overall interaction quality and friction level a user perceives when using a product. 

• “Convertible Note/Debt” is a hybrid instrument that accrues as debt but converts into equity upon a specified liquidity event. 

• “PIK (Payment-In-Kind) Interest” is an interest that accrues to the loan balance rather than being paid in cash, preserving short-term liquidity but increasing total financing cost. 

• “Coupon Ratchet” is a contractual mechanism that automatically steps up the interest rate on debt if specific milestones are not met (e.g., IPO deadline).

• “Conversion Discount” is the percentage below the IPO price at which convertible debt holders can convert into equity; rewards early risk -taking. 

• “Lock-up Period” is the post-listing restriction preventing existing shareholders from selling shares for a defined period (typically 180 days in  a standard IPO).

• “Reversion Right” is a contractual option allowing investors to unwind a convertible instrument at par plus accrued interest if no liquidity event occurs by a specific date. 

• “Direct Listing” or “DPO” is a method of going public where existing shares are listed directly on an exchange without issuing new shares or raising ne w capital; no underwriter; no lock-up.

• “Reference Price” non-binding price set by the exchange prior to a direct listing, based on recent private markets transactions and investor indications, used solely as a starting point for 

price discovery, not as an offer price or execution price. 

• “Down Round” is a funding round priced below the previous round’s valuation, signaling deteriorating investor confidence; what Spotify avo ided in 2016 via convertible debt. 

• “MOIC” or “Multiple on Invested Capital” is the gross return metric calculated as exit value divided by invested capital. 

• “IRR” or “Internal Rate of Return” is the annualized return metric that accounts for time; complements MOIC by penalizing slow outcomes. 

• “ESOP” or “Employees Stock Ownership Plan” is the reserved equity pool for employee compensation; dilutes existing shareholders but aligns incentives. 

• “Dual-Class Share Structure” is a governance mechanism issuing two share classes with different voting rights; Spotify’s Class B shares carried 10 votes each, preserving 8% founder voting 

control despite 32% economic ownership. 

• “Cap Table” or “Capitalization Table” is the document tracking all shareholders, their ownership percentages, and instrument types across funding rounds; reflects dilution waterfall over 

time. 
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