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Important Disclosure

This research report was prepared by an independent third-party provider and is made available by
StartEngine Crowdfunding, Inc. (“StartEngine”) for informational purposes only. StartEngine and its
affiliates, including StartEngine Primary, LLC, a registered broker-dealer, have not independently verified
the information contained herein and do not guarantee its accuracy or completeness.

The views expressed in this report are those of the independent provider and do not necessarily reflect
the views of StartEngine, its affiliates, or any of their employees.

This report does not constitute an offer to sell or a solicitation of an offer to buy any securities, nor does
it constitute a recommendation to buy, sell, or hold any securities. Please carefully review the risks,
conflicts of interest, and disclosures provided in the Important Disclosures section located at the end of
this document.
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Important Disclosures

This research report was prepared by an independent third-party research provider without input,
review, or influence by StartEngine Crowdfunding, Inc. (“StartEngine”) or its affiliates and is distributed
from StartEngine for informational purposes only. StartEngine has not independently verified the
information contained herein and does not guarantee its accuracy or completeness. This report reflects
the views of the independent provider and does not necessarily represent the views of StartEngine or its
affiliates.

StartEngine does not endorse or make any representations regarding the conclusions or
recommendations contained in this report. This report does not constitute a recommendation or
solicitation by StartEngine to buy, sell, or hold any securities.

Investing in private companies involves a high degree of risk, including the loss of your entire
investment. Past performance does not guarantee future returns.

This report is made available to all individuals on startengine.com and may be distributed to individuals
who have expressed interest in specific companies or industries.

Please carefully review the company-specific risks, conflicts of interests, and disclosures below.

Company Specific Disclosures:

Conflict of Interest: StartEngine or its affiliates sell membership interests of:

e Series 31-1, a Series of StartEngine Private LLC which indirectly owns Perplexity AI, Inc. Series D Preferred
Stock via a special purpose vehicle;

e Series 31-2, a Series of StartEngine Private LLC which indirectly owns Perplexity Al, Inc. Series A Preferred
Stock via a special purpose vehicle;

e Series 31-3, a Series of StartEngine Private LLC which indirectly owns Perplexity Al, Inc. common stock via
a special purpose vehicle;

e Series 3-1, a Series of StartEngine Private Funds LLC which indirectly owns Perplexity AI, Inc. Series A
Preferred Stock via a special purpose vehicle; and

e Series 4-1, a Series of StartEngine Private Funds LLC which indirectly owns Perplexity Al, Inc. Series A-3
Preferred Stock via a special purpose vehicle.

Security Ownership: StartEngine or its affiliates indirectly owns Common, Series D, Series A, and Series
A-3 Preferred Stock of Perplexity Al Inc.

For further questions regarding this report or its distribution, please contact StartEngine at
contact@startengine.com representative.
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Perplexity Visit Website Details

Perplexity is an Al-native web search startup. HEADQUARTERS

#ai #ai-search San Francisco, CA
CEO

Aravind Srinivas

REVENUE VALUATION GROWTH RATE (Y/Y)

$51,000,000 $9,000,000,000 1,600% o
2024 2024 2024 , in
FUNDING

$738,600,000

2024

Based on October 2024 revenue of $51M and the December 2024
valuation of $9B, Perplexity trades at a 176.5x revenue multiple.

Revenue
The company has raised at least $738.6M in total funding across
multiple rounds. Earlier in 2024, they raised $73.6M in Series B funding
. with participation from strategic investors including NVIDIA and Jeff
[aﬁ] perplexrty Bezos's Bezos Expeditions Fund. Other notable investors include
Annualized recurring revenue (ARR) Databricks and NEA.
M ARR ($M) Growth
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Sacra estimates Perplexity hit $51M in annual recurring revenue in
October 2024, up from $11M ARR in March and representing 1,600%
year-over-year growth from $7M at the end of 2023.

ChatGPT still dwarfs them at $2.9B ARR (up 248% YoY), but Perplexity
is closing the gap on Anthropic's consumer chatbot Claude, which grew
hit $120M ARR in September (up 596% YoY).

Perplexity generates revenue through a multi-tiered approach,
combining prosumer subscriptions at $20/month, enterprise seats at
$40/seat/month, and with the upside of advertising expected to

command a premium CPM of $50 CPM. About 94% of all searches on Google today are 1-5 word queries, both

basic information requests and high-intent searches like “pizza near me”
Perplexity's internal projections have the company hitting $127M in against which Google has built a $260B/year business selling ads.
annualized revenue by 2025 and $656M by the end of 2026.

OpenAl's ChatGPT launched with the promise of replacing Google for
. more complex queries, but with training data that’s still stuck in January
Valuation 2022 for free accounts, it can’t give up-to-date information.

Perplexity is valued at $9B following their $500M funding round in
December 2024, led by IVP and SoftBank.


https://www.perplexity.ai/
https://sacra.com/t/ai/
https://sacra.com/t/ai-search/
https://twitter.com/perplexity_ai/
https://www.linkedin.com/company/perplexity-ai/

Perplexity (2022) found initial product-market fit answering complex
queries like “How do | provide a California employee with health
insurance?” by pulling up the top search results on Bing and passing
them into OpenAl’'s GPT-3.5 to synthesize the content into an Al-
generated summary with citations.

Perplexity has now positioned itself as the “Google Search for
knowledge work”—designed for the 0.2% of queries longer than 10
words—monetizing with a $20/mo paid subscription that offers unlimited
Copilot searches and usage of the latest models like Claude 3 Opus.

By using GPT-3.5 and Bing, Perplexity was able to quickly launch a
compelling search product without needing to build their own web
crawler or search index. In 2023, Perplexity began transitioning to open
source large language models, fine-tuning versions of Mistral's 7B
parameter model and Meta's LLaMa-2 to power its search summaries.

Perplexity has also built out its own search index, with the goal of
ultimately replacing its reliance on third-party search APlIs.

Business Model
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Perplexity operates on a freemium model, offering both a free tier for
casual users and a $20/month Perplexity Pro subscription for power
users.

The free tier allows users to ask a limited number of questions per
month and access a subset of Perplexity's Al models. This tier serves as
a customer acquisition funnel, allowing potential subscribers to
experience the value of the product before committing to a paid plan.

Perplexity Pro subscribers get unlimited queries, access to Perplexity's
full suite of language models (including GPT-4 and Claude), and
premium features like the ability to upload files for the Al to analyze and
summarize. At $20/month, the Pro plan is priced competitively with other
Al subscriptions like ChatGPT Plus.

Perplexity's margins come from the difference between the subscription
revenue and the costs of running the language models and search
infrastructure. These costs include GPU compute for running inferences
on the large language models, storage and compute for maintaining the
search index, bandwidth for serving results, and the human costs of the
engineering team building the product.

By building on top of open source language models and its own search
index, Perplexity can keep its serving costs low compared to paying API
fees to OpenAl or search engines. As it scales, Perplexity benefits from
the inherent operating leverage in software businesses, where
incremental users have near-zero marginal costs.

Longer-term, Perplexity has an expansion motion in providing enterprise
versions of its product with additional security and compliance features,
priced at a higher tier. The company is also experimenting with new
product lines like a browser extension that allows Perplexity to be used
across the web for any research task.

Competition

The market for Al-powered search is heating up, with several key
players, including tech giants like Google and Microsoft, as well as Al
startups like Anthropic and OpenAl each vying to dominate the next
generation of search.

OpenAl and Anthropic

ChatGPT and Perplexity are battling over who can aggregate consumer
demand for Al chat—ChatGPT had a head start, but churn spiked into
the 20% range last summer, while Perplexity’s niche approach
predicated on weekly usage has resulted in stronger retention dynamics.

That said, OpenAl is now developing its own search index and web
crawler, positioning it to build its own comprehensive Al-native search
engine—equipped with OpenAl's brand awareness, funding, and
technical expertise behind it.

To combat this threat, Perplexity has been investing heavily in fine-
tuning open source models like Meta's LLaMa to have its own
proprietary model options. Their bet is that owning the search data and
user relationships will prove more defensible than the language models
themselves.

Anthropic, the startup behind the Claude Al assistant, is also reportedly
building its own search product powered by proprietary models and
search index. With over $1B in funding and a reputation for Al safety,
Anthropic could prove a strong competitor, particularly for privacy-
conscious users.

Big Cloud

The biggest long-term competition for Perplexity is likely to be Google
and Microsoft, the two dominant players in traditional search. With far
greater revenue scale, these giants have the resources to invest heavily
in Al to overhaul their search products.

Google already has a chatbot, Gemini, the search data flywheel from
their 8.5B searches a day and 1.5B MAUs and ownership of platforms
Search, Chrome, and Android—but between their advertiser-focused
incentives and big org politics, they’'ve barely scratched the surface of
building an Al-based consumer product.

Microsoft, meanwhile, has integrated OpenAl's GPT technology into its
Bing search engine and is leveraging its close partnership with OpenAl
to improve the product.

TAM Expansion

Perplexity’s plan to build the single best user experience for search
starts with capturing a slice of Google's most complex queries, then
leveraging that proprietary user engagement data to build a data
flywheel that continually improves their results.

While Perplexity is built on top of Google search results today, their goal
is to use their own data to back into iteratively rebuilding the search
stack with Al-native components, from crawler to index to relevance to
rankings to personalization.

Looking forward, the key dynamics in understanding Perplexity's growth
potential hinges on (1) the shift from traditional search to Al-powered
search, and (2) Perplexity's ability to build a differentiated search
product.

Search is shifting



The rapid advancements in large language models and generative Al
are fundamentally reshaping the search landscape. Users are
increasingly expecting search engines to provide direct, conversational
answers to their queries rather than a list of links. This shift plays to the
strengths of Al-native search products like Perplexity.

Moreover, the rise of Al is expanding the total addressable market for
search. While traditional search is primarily used for navigational and
informational queries, Al search products are increasingly being used for
complex research, analysis, and decision-making tasks. This opens up
new use cases and user segments for search products.

As more users adopt Al-powered search assistants for their daily
information needs, the market is poised for significant growth. If
Perplexity can capture even a small percentage of this expanding
market, it could translate into substantial revenue growth.

Differentiating on Al-native search

Perplexity's ability to sustain its growth trajectory will depend on its
ability to build a search product that is meaningfully better than the
alternatives. The company's current focus on factual accuracy, up-to-
date information, and user experience provides a strong foundation.

By continuously iterating on its product based on user feedback and
engagement data, Perplexity can create a virtuous cycle where its
search results get better over time. As users recognize the superior
quality of Perplexity's answers, it could drive increased adoption and
retention.

Perplexity's data flywheel strategy - using proprietary engagement data
to improve its search stack - could be a significant competitive
advantage. As Perplexity builds out its own crawler, index, and ranking
algorithms tailored to its users' needs, it could create a search product
that is difficult for competitors to replicate.

Furthermore, by expanding into adjacent product lines like browser
extensions and enterprise search, Perplexity can increase its touch
points with users and capture a greater share of the overall search
market. If executed well, these product expansions could significantly
increase Perplexity's total addressable market.



Funding Rounds

Series C
Share Name Issue Price Issued At
Series C-1 $119.234 Apr 2024
Series C-2 $113.2723 Apr 2024
Series C-4 $107.3106 Apr 2024
Series C-3 $47.1799 Apr 2024

Series B
Share Name Issue Price Issued At
Series B-1 $25.3765 Jan 2024
Series B-4 $19.2316 Jan 2024
Series B-3 $14.7935 Jan 2024
Series B-2 $8.8761 Jan 2024
Series B-5 $47.7688 Jan 2024

Series A
Share Name Issue Price Issued At
Series A-1 $8.9086 Mar 2023
Series A-7 $7.1269 Sep 2022
Series A-6 $3.9368 Sep 2022
Series A-5 $2.7558 Sep 2022
Series A-4 $2.0865 Sep 2022
Series A-3 $1.1417 Sep 2022
Series A-2 $0.8267 Sep 2022

Figures sourced from the latest Certificate of Incorporation we have available.
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