
J U L Y  2 0 2 3

The State of Cloud Infrastructure 



We interact with dozens of apps
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These apps are supported by a layer of 
invisible technology
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This layer is infrastructure software, and it 
powers virtually everything
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Cybersecurity Education Finance Healthcare Life Sciences Manufacturing Real Estate Restaurants Social Media Transportation Utilities

*

* *

Note: Asterisk denotes Redpoint portfolio company.
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A quick history through the evolution of
infrastructure software

Distributed 

Computing

(late 1990s)

Client/Server

Architecture

(1990s)

Virtualization

(early 2000s)
Separation of 

Storage & Compute

(2010s)

Cloud

(2006)Monolith

Highly 

Modular 

Approach 

to App 

Development

Containers

(2014)

These architectural shifts and the emergence of cloud-
native technologies have made it much easier to create 
apps. Teams can create whatever they can imagine.

There have been key architectural shifts in developing applications over the last 25 years
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So what?

2000: Pre-Cloud

Highly Centralized

2010: Lift and shift

Unrealized Potential

Today: Cloud-native

Full Power of the Cloud

Taking packaged software and running it 
in the cloud came with a host of 
problems related to software 
compatibility, data loss, and downtime. 
Teams never reaped the benefits of the 
cloud like multitenancy, rapid 
elasticity, scalability, and resiliency.

Technologies are built and optimized for 
the cloud. Doing so makes it dramatically 
easier to create apps. Building this critical 
layer unlocks the full potential and 
benefits of the cloud, and in the 
process creates exceptional businesses.

There were huge barriers to entry; app 
development cost millions of dollars in 
software, hardware, and personnel. These 
monolith systems were unscalable and 
unreliable.



Three major categories within cloud 
infrastructure

DevOps & Developer Tools

DevOps is a vital catalyst for software 
innovation, providing a robust set of 
solutions to improve collaboration and 
time-to-market in the software delivery 
process. This category encompasses the 
entire spectrum from initial code design to 
production monitoring.

Cybersecurity

Cybersecurity vendors empower CISOs 
to safeguard their organizations from an 
ever-increasing number of attacks. These 
products are designed to detect, prevent, 
and mitigate cyber threats and 
vulnerabilities.
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Data & AI

This infrastructure serves as the central 
building blocks for data storage, 
consumption, and sharing. Data & AI are 
closely related, as ML models and 
systems can only be as good as 
their underlying data. A wave of ML 
infrastructure tooling has emerged to 
push us into the age of AI.



DevOps & Developer Tools
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Heroku 2.0: an emergence 
of simpler primitives and 
platforms to more easily use 
the major cloud providers.

Convergence of ML has played a 
critical role in the SDLC, from 
powering source code 
generation to optimizing runs 
and builds.

Observability now has four 
pillars: logs, metrics, traces, and 
cost.

Building resilient distributed 
applications is complex. A wave 
of tools have emerged to curb 
this complexity.

1 2 3 4

39%

62%

2022 2023

Source: GitHub Developer Survey

Managed Deployment Distributed Apps Four Pillars of Observability % of Developers who use 
AI/ML to check code

Logs Metrics

Traces Cost



Cybersecurity
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of all AI cyberattacks will 
leverage training data 

poisoning to attack AI-
powered systems

30%

Source: GitLab AI Security Report

Increased cloud adoption 
creates gaps within security 
coverage. A wave of startups to 
address various parts of cloud 
security have emerged.

Data security will be crucial to 
secure AI models from attacks 
like data poisoning. DLP will 
need to be enhanced 
when  sending sensitive 
information to AI models.

Understanding vulnerabilities 
in code design will only gain in 
importance as developers 
increasingly rely on 
solutions like Github Copilot.

Distributed work made the 
corporate network irrelevant. 
Instead, understanding identity 
and access of users and devices 
is crucial.

1 2 3 4

Cloud Security Code and Application Security
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Data & AI
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+

$150M
in May '23

$800M
in Mar '22

$1.3B in Jun '22

Modern Cloud Data Stack ML Infrastructure

++

Source: Snowflake and Databricks Press Releases

1 2 3 4

A truly open ecosystem has 
developed around cloud data, 
with a level of interoperability 
that didn't exist in past 
decades.

Foundation models are akin to 
AWS servers which power AI 
use cases. A wave of AI infra-
structure has quickly emerged 
to support AI use cases around 
data retrieval, integration, and 
augmentation.

Snowflake and Databricks are 
on a collision course to tackle 
the AI wave as they attempt to 
unify proprietary enterprise 
data in their data stores with 
intelligent applications.

A framework has recently 
emerged that avoids vendor 
lock-in with data warehouses. 
This architecture consists of 
open-source data formats and 
specialized query engines.



AI attracts unprecedented developer 
adoption
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AI is everywhere today
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Launched a 
generative AI 

marketplace for 
video game 
developers

Integrated AI-
powered 

conversation 
summaries and 

writing 
assistance

Launched “AI 
DJ” to create 
playlists for 
each listener 

Introduced a 
shopping 
assistant 

powered by GPT

Released 
Charlotte AI, a 

natural 
language bot to 

query 
customers' data

Released a 
conversational 
AI bot to teach 

students

Released 
Copilot, an AI-

pair 
programmer 
that offers 

autocomplete 
suggestions

Source: Company Press Releases



Cloud Infrastructure

by the Numbers



$103 $123 $145 
$197 $232 

$123 
$172 

$222 

$286 

$361 

$225B

$295B

$368B

$483B

$593B

2020 2021 2022 2023E 2024E

Cloud Application Software Spend Cloud Infrastructure Software Spend
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Relative to app software, infra software is a 
larger and faster-growing market

Most of global B2B cloud expenditure is allocated towards cloud infrastructure. In comparison to
application software, infrastructure software has a larger addressable market that is growing faster.

+29%

+26%

+36% +18%

Global Spend on B2B Cloud Services ($B)

Source: Gartner Worldwide Cloud Services Forecast
Note: Cloud application software spend is defined as cloud spend on "SaaS" solutions, per Gartner. Cloud infrastructure software spend is defined as cloud spend on "IaaS" and "PaaS" solutions, per Gartner.

+29%

+19%

+41%

+19%
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Reallocating $1T+ of infrastructure spend 
with the transition to cloud

Amidst the growth of the broader infrastructure market, spend on cloud-based infrastructure has exploded.
There remains a significant amount of legacy, on-prem spend that will be unlocked with the cloud.

Global Spend on Infrastructure Software: On-Prem + Cloud ($B)

5% 6-yr 
CAGR

31% 6-yr 
CAGR

Source: Gartner
Note: On-prem infrastructure software spend is spend on infrastructure solutions that are hosted on-site. Cloud infrastructure software spend is spend on infrastructure solutions accessed over the Internet.

$610 $621 $661 $697 $732 $766 $798 

$88 $123 
$172 

$222 
$286 

$361 
$446 

$698B $744B
$833B

$919B
$1,018B

$1,127B
$1,244B

2019 2020 2021 2022 2023 2024 2025

On-Prem Infrastructure Software Spend Cloud Infrastructure Software Spend
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172

6

170

5

45

2010 Today

Cybersecurity Data & AI DevOps & Developer Tools

Each category within cloud infrastructure 
is getting bigger
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Each category within infrastructure software is witnessing unprecedented growth, demonstrating
significant potential to support an ever-increasing number of standalone businesses.

Source: Gartner Cybersecurity Market Spend, Gartner Enterprise Infrastructure Software, Gartner Enterprise Application Software

18% 

CAGR

29% 

CAGR

20% 

CAGR

$28B

$387B
Cybersecurity, Data, and DevOps TAM Estimates ($B)



$80B 

$230B 

$35B 

$183B 

$25B 

$98B 

$35B 
$56B 

TAM at IPO
(2020)

2025 TAM
Estimate

TAM at IPO
(2019)

2025 TAM
Estimate

TAM at IPO
(2019)

2025 TAM
Estimate

TAM at IPO
(2019)

2025 TAM
Estimate

Snowflake CloudFlare Crowdstrike DataDog

Rapid TAM expansion for infrastructure 
vendors

Analysts have significantly raised TAM estimates for infrastructure software businesses 
following their IPO, indicating substantial growth potential for these companies.

$30B

Annual TAM
Expansion

$25B

Annual TAM
Expansion

$12B

Annual TAM
Expansion

$4B

Annual TAM
Expansion

Source: Company Filings & Investor Presentations
Note: Snowflake IPO Date: 9/16/2020, Cloudflare IPO Date: 9/13/2019, Crowdstrike IPO Date: 6/12/2019, Datadog IPO Date: 9/19/2019 17



The power of usage-based pricing
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Source: Company Filings
Note: Data from company filings available as of July 14th, 2023. NDR defined as (Starting MRR + Expansion MRR - Contracted/Churned MRR) / Starting MRR x 100. Infrastructure SaaS cohort: AKAM, TEAM, NET, CFLT, CRWD, DDOG, DOCN, DT, ESTC, GTLB, 
HCP, JAMF, FROG, MDB, NEWR, OKTA, PD, PANW, S, SNOW, SPLK, TENB, TWLO, PATH, ZS. Application SaaS cohort: AMPL, ALKT, BOX, BRZE, CRM, ADBE, APPF, APPN, ASAN, AXON, BIGC, BILL, BLKB, BL, BLND, CDAY, CWAN, LAW, DOCU, DOCS, DBX, 

ENFN, ESMT, EVBG, EXFY, FIVN, FRSH, HUBS, INST, LSPD, MNDY, NCNO, OLO, PLTR, PAYC, PYCR, PCTY, PWSC, PCOR, QTWO, RNG, IOT, SEMR, NOW, SHOP, SMAR, CXM, SPT, SQSP, TOST, VEEV, WKME, WEAV, WIX, WDAY, WK, ZM, ZI, ZUO

Seat-Based Pricing Usage-Based Pricing

113%

NDR

120%

NDR
Application SaaS Infrastructure SaaS

Infrastructure SaaS businesses 
typically employ usage-based pricing 
while application SaaS vendors often 
charge on the number of seats.

The appeal of usage-based pricing 
model is that it is intrinsically 
connected to the success of your
customers. Pricing is based on 
delivered value. Increasing 
consumption and higher NDRs suggest 
greater value creation.



2010       2012                2017    2018    2019    2020    2021             

Digital Experience 
Monitoring

Log Management

Application Performance Monitoring

Infrastructure Monitoring

Cloud Security
Platform

Real-Time Unified
Data Platform

Developer
Experience

Infrastructure companies build true 
platforms

19Source: Datadog Company Filings, Company Websites

The cloud enables vendors to build 
platforms with greater ease. Enabling 
new features and products is as 
straightforward as activating software 
and no longer a massive undertaking.

Over 80% of infrastructure software 
businesses sell at least two different 
products. This allows infrastructure
businesses to generate incremental 
revenue easier and faster.

Public cloud infrastructure 
businesses sell at least 2 
products

81%



(15%)

(12%)

(1%)

4%

9%

(18%)

(12%)

(8%)

1%
3%

T+1 T+2 T+3 T+4 T+5

Infrastructure SaaS Application SaaS

Infrastructure software is more profitable
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IPO

Infrastructure Software Businesses Reach Profitability Faster (FCF Margin)

For a variety of reasons, infrastructure 
businesses are more profitable over 
the long-run, including:

• On average, infrastructure vendors 
sell into larger markets

• Customers spend more on 
infrastructure. Average ACVs are 
higher relative to that of 
application SaaS

• Some infrastructure businesses are 
open-source and can successfully 
harvest their bottoms-up base with 
minimal to no CAC

Source: Company Filings
Note: Data from company filings available as of July 14th, 2023. FCF Margin is defined as cash generated by a firm in proportion to the revenue after the firm has met its financial obligations. Infrastructure SaaS cohort: AKAM, TEAM, NET, CFLT, CRWD, DDOG, DOCN, 

DT, ESTC, GTLB, HCP, JAMF, FROG, MDB, NEWR, OKTA, PD, PANW, S, SNOW, SPLK, TENB,  TWLO, PATH, ZS. Application SaaS cohort: AMPL, ALKT, BOX, BRZE, CRM, ADBE, APPF, APPN, ASAN, AXON, BIGC, BILL, BLKB, BL, BLND, CDAY, CWAN, LAW, DOCU, 
DOCS, DBX, ENFN, ESMT, EVBG, EXFY, FIVN, FRSH, HUBS, INST, LSPD, MNDY, NCNO, OLO, PLTR, PAYC, PYCR, PCTY,  PWSC, PCOR, QTWO, RNG, IOT, SEMR, NOW, SHOP, SMAR, CXM, SPT, SQSP, TOST, VEEV, WKME, WEAV, WIX, WDAY, WK, ZM, ZI, ZUO



These dynamics create larger and faster-
growing businesses

21

94%
86%

60% 60% 60%
54% 53% 50% 49%

45%

SentinelOne Bill.com Snowflake Monday GitLab Toast Zscaler Datadog Crowdstrike Confluent

Among the top 10 fastest-growing SaaS businesses with over $500M in ARR, 70% are infrastructure. This is driven by these 
vendors (1) operating in larger and faster-growing markets, (2) employing usage-based pricing and (3) having multiple products.

Source: Company Filings
Note: Data from company filings available as of July 14th, 2023. Only includes companies with implied ARR of >$500M. LTM Growth rate defined as revenue growth over the last twelve months.

Public Enterprise Software Businesses with >$500M ARR; ranked by LTM Growth Rate



The likes of which we haven't seen
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Not only are these infrastructure providers growing quickly, but they are growing 
quickly at scale. These kinds of ARR figures and growth are unprecedented.

Source: Company Filings
Note: Data from company filings available as of July 14th, 2023.



Market Cap ($B)

Datadog: a case study

23

% of Customers using Multiple 
Products

Total ARR ($M)

Customer Count

Since its IPO, Datadog has significantly increased its share of multi-product customers and more than doubled its 
customer base. This has supercharged revenue growth and profitability, creating billions of equity value.

9,500 

25,500 

IPO Today50%

81%

IPO Today

$383M 

$1,926M 

IPO Today
(2%)

20%

IPO Today

Free Cash Flow Margin

+50% 

CAGR

Source: Datadog Company Filings
Note: Datadog IPO Date: September 19th, 2019. Data from company filings available as of July 14th, 2023. Multi-Product Customer Share is defined as the percentage of customers that use more than one product.

Free Cash Flow Margin is defined as cash generated by a firm in proportion to the revenue after the firm has met its financial obligations.

$10.9B

$34.9B

IPO Today



Infrastructure vendors reach $100M in ARR 
in record time
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Infrastructure SaaS businesses are reaching the 
$100M ARR mark at an accelerated pace.

2020 2012 20102012 2008 2007

$0M

$20M

$40M

$60M

$80M

$100M

1 Year 2 Years 3 Years 4 Years 5 Years 6 Years 7 Years

Founding year

Source: Company Filings & Press Releases



Infrastructure software as an asset class 
beats application software

25

Infrastructure software outperforms application software across 
various metrics, driving outsized returns in the public markets.

Market Cap ($B)

NTM Revenue 
Growth

NDR

Application
SaaS

FCF Margin

Rule of 40

Multiple Return 
Since IPO

Infrastructure 
SaaS

Application
SaaS

Infrastructure 
SaaS

$4.5B $11.9B

16% 20%

113% 120%

5% 9%

32% 44%

1.4x 2.9x

Note: Data from company filings available as of July 14th, 2023. All calculations represent the median value. Infrastructure SaaS cohort: AKAM, TEAM, NET, CFLT, CRWD, DDOG, DOCN, DT, ESTC, GTLB, HCP, JAMF, FROG, MDB, NEWR, OKTA, PD, PANW, S, SNOW, SPLK,
TENB, TWLO, PATH, ZS. Application SaaS cohort: AMPL, ALKT, BOX, BRZE, CRM, ADBE, APPF, APPN, ASAN, AXON, BIGC, BILL, BLKB, BL, BLND, CDAY, CWAN, LAW, DOCU, DOCS, DBX, ENFN, ESMT, EVBG, EXFY, FIVN, FRSH, HUBS, INST, LSPD, MNDY, NCNO, OLO, PLTR, PAYC,  PYCR, PCTY, PWSC, 

PCOR, QTWO, RNG, IOT, SEMR, NOW, SHOP, SMAR, CXM, SPT, SQSP, TOST, VEEV, WKME, WEAV, WIX, WDAY, WK, ZM, ZI, ZUO.NTM revenue growth defined as % change between NTM revenue and LTM revenue, NDR defined as (Starting MRR + Expansion MRR – Contracted/Churned MRR) / Starting 
MRR x 100, FCF margin defined as cash generated by a firm in proportion to the revenue after the firm has met its financial obligations, Rule of 40 is defined as implied LTM revenue growth rate plus LTM FCF Margin, Multiple return since IPO is defined as latest price divided by direct listing price.



However, the market is missing a pure play 
cloud infrastructure index
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100% Infra SaaS

Current indices focus overwhelmingly on application SaaS or subcategories of infrastructure 
SaaS but fail to recognize infrastructure software as a standalone sector.

InfrastructureApplicationGeneral

App SaaS: 41%
Infra SaaS: 36%

On-Prem/Hardware: 23%

SKYY
(First – Trust 

Cloud Company 
ETF)

WCLD
(Wisdom 

Cloud)

App SaaS: 66%
Infra SaaS: 34%

?S&P 500 Nasdaq

Source: SKYY and WCLD Holdings List
Note: Application, Infrastructure, and On-Premise/Hardware composition refers to the market-cap weighted split of companies within each index as of July 14th, 2023.



Introducing The Nasdaq
Redpoint Cloud Infrastructure

Software Index™



28

25 companies across 3 verticals

DevOps & Developer Tools Cybersecurity Data & AI

Note: The makeup of the Nasdaq Redpoint Cloud Infrastructure Software Index (NQRPCI) is determined by NASDAQ in partnership with the Company following publicly disclosed methodology, available at https://indexes.nasdaqomx.com/docs/Methodology_NQRPCI.pdf. The 
Nasdaq Redpoint Cloud Infrastructure Software Index (NQRPCI) is administered by Nasdaq, Inc., with the Company as an index contributor. For more information, please see  https://indexes.nasdaqomx.com/Index/Overview/NQRPCI. Asterisk denotes Redpoint portfolio company.

*

*

*

*

https://indexes.nasdaqomx.com/docs/Methodology_NQRPCI.pdf
https://indexes.nasdaqomx.com/Index/Overview/NQRPCI


Overview of The Nasdaq Redpoint Cloud 
Infrastructure Software Index™

29
Source: Company Filings, Pitchbook

Note: Data as of July 14th, 2023

20%~$12B$460B+

Businesses across 
Cloud Infrastructure

Median 
IPO Date

Aggregate 
Market Cap

Median
Market Cap

Median NTM 
Growth Rate

25 2019



8%

15%

27%

28-Apr 2-May 6-May 10-May 14-May 18-May 22-May 26-May 30-May 3-Jun 7-Jun 11-Jun 15-Jun 19-Jun 23-Jun 27-Jun 1-Jul 5-Jul 9-Jul 13-Jul

S&P Nasdaq NQRPCI

The Nasdaq Redpoint Cloud Infrastructure Software Index has 
outperformed the Nasdaq and S&P so far this year.

Off to a strong start

30
Source: S&P 500 Index, Nasdaq Composite Index, Nasdaq Redpoint Cloud Infrastructure Software Index (NQRPCI)

Note: Data as of July 14th, 2023. S&P and Nasdaq are market weighted indices while NQRPCI is an equal weighted index.

% Return Since the Launch of NQRPCI

NQRPCI

 May-23                                                 Jun-23                                                  Jul-23



The Next Up-and-Coming Infrastructure Software Businesses
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A B O U T  T H E  I N F R A R E D  1 0 0

12%44~150%

Aggregate 
Valuation 

Total Dollars 
Raised

Average Annual 
Revenue Growth 

Rate

Unicorns % International

$260B+ $46B+

Source: Pitchbook & Company Press Releases
Note: Aggregate Valuation defined as last round financing valuation summed. Total Dollars Raised includes equity and debt financings. Unicorns defined as companies with a valuation of $1B or above.

The InfraRed 100 represents 100 of the fastest-growing 
private cloud infrastructure software businesses.
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E A R L Y  S T A G E

Early-stage is comprised of Seed and Series A infrastructure software startups.

*

**

*

* * *

Note: Asterisk denotes Redpoint portfolio company.
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M I D  S T A G E

Mid-stage includes startups that have raised at least a Series B with less than $200M in total funding.

*

**

*

*

*

Note: Asterisk denotes Redpoint portfolio company.

*
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L A T E  S T A G E

Late-stage includes startups that have raised more than $200M in total funding.

*

*

*

*

*

* * *

* *

*

Note: Asterisk denotes Redpoint portfolio company.



$87B 

$161B 

$213B 
$201B 

$220B 

$363B 

Series A Series B Series C Series D Series E Series F+

There's a backlog of companies that are 
expected to IPO

36

Aggregate Valuation of Private Companies by Stage ($B)

Source: Pitchbook
Note: Latest publicly disclosed valuations in Pitchbook as of July 14th, 2023. Aggregate valuation defined as last round valuation disclosed summed. Analysis includes Infrastructure SaaS companies that have raised a venture funding round in the last five years.



The Redpoint Cloud Infrastructure Team
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Erica Brescia
Managing Director
erica@redpoint.com

Scott Raney
Managing Director
sraney@redpoint.com

Satish Dharmaraj
Managing Director
satish@redpoint.com

Logan Bartlett
Managing Director
logan@redpoint.com

Sai Senthilkumar
Partner

sai@redpoint.com

Jordan Segall
Partner

jordan@redpoint.com

Pat Chase
Partner

patrick@redpoint.com

Adele Li
Investor

adele@redpoint.com



Disclaimer

38

Certain factual statements made herein are based on information from various sources prepared by other parties. While such sources are believed by Redpoint 
Management, LLC (the “Company”) to be reliable, neither the Company nor its affiliates assume any responsibility for the accuracy or completeness of such 
information.

This presentation shall not constitute an offer to sell or the solicitation of any offer to buy securities in any company or investment, or to adopt any investment 
strategy. The information in this presentation is only as current as the date indicated, and may be superseded by subsequent market events or for other reasons. 
Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be relied on in making an investment or other decision.
Certain performance data in this presentation are unaudited and preliminary and may be based on estimates or publicly disclosed reports. Actual performance may 
vary considerably from these estimates. Past performance is not indicative of future results, which may vary.

Certain information contained in this presentation constitutes “forward-looking statements”. Any forward-looking statements or results in this presentation are 
based upon current assumptions, may be simplified and may depend on events outside the Company’s control. There is no assurance that such events or targets will 
be achieved, and changes to any assumptions may have a material impact on any forecasts, projections or results. Actual results may therefore be materially 
different from any forecast, opinion, projection or result in this presentation. The information in this presentation, including statements concerning financial 
market trends, is based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. The results 
referred to in this include estimates and subjective judgments by the Company.

General discussions contained within this presentation regarding the market or market conditions represent the view of either the source cited or the Company. 
Nothing contained herein is intended to predict the performance of any investment. There can be no assurance that actual outcomes will match the assumptions or 
that actual returns will match any expected returns. The information contained herein is as of July 14, 2023, unless otherwise indicated, is subject to change, and the 
Company assumes no obligation to update the information herein.

Funds affiliated with Redpoint Management, LLC commonly invest in companies with cloud infrastructure businesses. Accordingly, from time to time, funds 
affiliated with Redpoint Management, LLC and/or employees or other individuals associated with Redpoint Management, LLC may have an ownership interest in 
one or more companies included in the Nasdaq Redpoint Cloud Infrastructure Software Index.
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