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CHASING THE
LAST MILE

We believe the Philippines is entering a golden age for tech startups and SMEs. Despite the negative news we
often read about, it is our country’s inefficiencies that allow for young innovative startups to prosper. According to
the most recent e-Conomy SEA 2021 Report, the Philippines led Southeast Asia with a GMV growth of 93% during
the pandemic, with an expected CAGR of 24% between 2021 and 2025. Additionally, PricewaterhouseCoopers
projects the Philippines to become the 19th largest economy in terms of GDP (in PPP terms) by 2050, up 19 spots
from 38th place in their last report in 2017. This is no surprise given our strong demographic profile and the
independent capital that has flowed into the country over the previous five years.

Our conviction at DayOne is that technology is the only way to solve the most pressing issues seen in the largest
addressable markets in the Philippines, and many of the opportunities these technologies present lie in the
informal, “off-grid” economy. DayOne was founded to address the needs of the last mile with a long-term approach
to investing. As much as we would prefer to participate in businesses that serve you and me, the reality is that the
market is far away from the boardrooms of Makati.

According to the World Bank, Philippine GDP stood at US$361.5 billion in 2020, which is
almost one-fifth the size of Amazon (as of this writing, Amazon’s market cap stands at
US$1.7 trillion). When most investors look at that number, their first reaction is that the
market is small. | have to agree, which is why the focus should be on sectors that
contribute significantly to GDP. We focus on agriculture and last-mile services within the
informal economy, as we believe these gaps present the best opportunities for growth.
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Serving these sectors allows us to participate in a sizable market that’s rapidly growing, while positively impacting
the Filipino community. Whether these problems are addressed by foreign or local startups is not a concern for us;
both foreign and local startups should collaborate to drive change in the country, and we are witnessing that with
some of our partnerships.

We find that too many firms overuse the word “tech”, using the label and misrepresenting their actual potential to
impact change. Meanwhile, many young, traditional companies that don’t bill themselves as tech companies are
growing fast with attractive unit economics. In his latest memo, Howard Marks said “the elements of technology will
have a profound impact on which legacy businesses will survive, which moats will hold up, and which hewcomers
will supplant the incumbents.” We believe that eventually all traditional industries will become tech-enabled in one
form or another. We are therefore drawn to businesses that utilize tech, not simply identify with it.

After spending some time in the provinces, we realized that most of the issues
around agriculture are rooted in the growing stage. In other countries, technology
has been deployed to address agricultural issues across financing and logistics,
which we believe will develop further in the immediate future. Our view is that the
Philippines will see significant GDP growth over the next five to ten years, and
technology will be the catalyst for that growth. In the process, there will be clear
winners and losers. And since the Philippines is coming from a lower base compared
to our big brother Indonesia, the upside of being an entrepreneur or early-stage
investor in the Philippines is evident.

While some see the US and the West at large as lands of opportunity, we believe the reverse to be true. We see
deep-rooted issues in the Philippines, and it is these inefficiencies that create more opportunities to drive
impact, and as a result, bring greater rewards to those who take that risk, whether you are an entrepreneur
or an investor. As David MaclLennan once said when asked why he spent so much time in emerging markets:
“Our history is to go into places where other people won't. That's where opportunity is. Whether there’s crisis,
or threat, or things that are high risk, that means there's opportunity.” We couldn’t agree more, and we look
forward to witnhessing technological progress in the next decade and beyond.






























