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Key Findings
o The number of Biopharmaceuticals “exits” from venture capital
funds increased year-over-year — with 13 IPOs in 2010, vs. one
each in 2008 and 2009 — but has not yet returned to the levels
seen in 2004-2007.

o Despite the number of IPOs, the median return on “successful”
exits decreased slightly, as recent acquisition multiples have,
on average, been more than double those for IPOs.

Research Objective

Venture investing is frequently compared to baseball, as
“exits” from venture funds can generally be categorized as
“home runs” or “strike-outs.” Our analysis of recent history
supports this view, as the net return multiples experienced
tend to cluster in a bi-modal distribution. Therefore it
is most likely that an exiting company generates either a

substantial, or a very poor, return for the venture investors.

Volume by Exit Type: Biopharmaceuticals

We examine these outcomes separately, defining

“successful” as those exits where the multiple (return on
invested capital) is greater than one and where the value-
at-exit is greater than $100 million, and “unsuccessful” as
those exits where the multiple is less than one. This study
utilizes data on outcomes for hundreds of venture-backed
life science companies, compiled from sources which are
deemed to be reliable.

The graphs below depict, by exit year, volume by exit
type (IPO, acquisition, or out-of-business) and by success
state (successful, unsuccessful). On the following pages
we graph — by exit year — the range of capital-to-
exit, months-to-exit, value-at-exit, and exit multiples
experienced by successful exits; and the range of capital-
to-exit and months-to-exit for unsuccessful exits.

Volume by Success State: Biopharmaceuticals
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SVB Analytics, a non-bank affiliate of Silicon Valley Bank, offers powerful solutions tailored to the needs of private, venture-
backed companies. Whether it’s compliance with valuation and options-accounting regulations, finding new ways to manage
costs and cash, or improving business performance, our state-of-the-art suite of business services put business-critical

information at our client’s fingertips.
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“Successful” Exits: Biopharmaceuticals

Biopharmaceuticals exits (IPO and M&A) by exit year where the exit multiple is greater than one, where the value-at-exit

is greater than $100 million and the exit value is known.

Exit Multiples: Biopharmaceuticals
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Exit Multiples: “Exit multiple” is the (Value of the Company @ Exit) / (Total Equity Capital Invested in the Company)

Capital-to-Exit: Biopharmaceuticals
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Capital-to-Exit: “Capital-to-exit” is the total equity capital invested in the company prior to exit (Series A+, Series B+...)
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Months-to-Exit: Biopharmaceuticals
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Months-to-Exit: “Months-to-exit” is the number of months between the close of the Series A and the exit event.

Value-at-Exit: Biopharmaceuticals
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Value-at-Exit: “Value-at-exit” differs by type of exit: for an IPO, it is the pre-money valne at IPO; for an acquisition, it is the value
Jfor which the company was acquired; for out-of-business exits, it is ero.

Venture-Backed Biopharmaceuticals Companies: Recent Exit Trends 3



“Unsuccessful” Exits: Biopharmaceuticals

Biopharmaceuticals exits (IPO, M&A, and out-of-business) by exit year where the exit multiple is less than one and the
exit value is known.

Unsuccessful Capital-to-Exit: Biopharmaceuticals
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o The median amount of invested capital absorbed by
unsuccessful exits increased substantially in 2010.
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Capital-to-Exit: “Capital-to-exit” is the total equity invested capital in the company prior
1o exit (Series A +, Series B +...)

Unsuccessful Months-to-Exit: Biopharmaceuticals
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Months-to-Exit: “Months-to-exit” is the number of months between the close of the Series
A and the exit event.

How to Read Boxplot Charts

o In this example the distribution of data varying from the
median (50th Percentile) value, represented numerically as
80, is illustrated where the middle 50% of the distribution is

~<—— 95" Percentile depicted by the colored box (ranging from the 25th to 75th
th i
75" Percentile ——»- 80 <— Median (50" Percentile) percentile) while the span of the whiskers portrays the
25" Percentile —— 1 middle 90% of the distribution (ranging from the 5th to
<—— 5" Percentile

the 95th percentile).

This material, including without limitation the statistical information herein, is provided for informational purposes
only. The material is based in part upon information from third-party sources that we believe to be reliable, but
which has not been independently verified by SVB Financial Group and, as such, we do not represent that the
information is accurate or complete. The information should not be viewed as tax, investment, legal or other
advice nor is it to be relied on in making an investment or other decisions. You should obtain relevant and specific
professional advice before making any investment decision. Nothing relating to the material should be construed
as a solicitation or offer to acquire or dispose of any investment or transaction.
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