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@® VENTURE CAPITAL

Venture
Executive
Summary

Early-stage venture performance saw a slow, and then
sudden, decline in 2022. Following a historically great 2021,
many anticipated a pullback in 2022 as macro headwinds
materialized. However, early-stage venture performed
reasonably well relative to the broader market in 1Q22 and
2Q22, with positive activity rates (share of deals that raised
at a valuation increase) of 83% and 77.5% respectively. This
level of performance would have been considered “typical”
prior to the COVID bull run of 2020-2021.

In 3Q22, turbulence in the broader market trickled down to
the early-stage market in a major way, with deal volume and
positive activity dropping to levels not seen since the onset
of the pandemic. While positive activity rebounded slightly
in 4Q22, early-stage venture capital (VC) performance
remained historically depressed at the end of 2022.
Concerns of a downturn at the start of last year were fully
realized.

Overall, 29% of startups on AngelList raised a round or
exited in 2022 (down from 34% in 2021). 83% of those
startups saw their share price increase (i.e., “markup” or
“exit up”). While this is only a 5 percentage point decline
from 2021’s rate of 88%, it obscures the severity of the
pullback in the second half of 2022. The positive activity
rate for startups that raised a round or exited in 4Q22 was
67%, a 17 percentage point decline from 4Q21’s rate of 84%
(the best Q4 on record).
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Positive Activity Rate

SHARE OF DEALS THAT RAISED AT A VALUATION INCREASE IN 2022

84% 83%

78%

67%

63%

While the funding outlook for startups is becoming less
favorable, valuations at the close of 2022 portend a more
buyer-friendly market in 2023. In 4Q22, median seed-round
valuations dipped below $20M for the first time all year,
and Series B valuations showed a marked decline.

By market sector, fintech in 2022 captured the largest
share of investment activity and capital deployed on
AngelList, as investor enthusiasm for Web3 waned (Web3
startups captured the largest share of capital deployed in
2021). The outlook for female founders also dimmed
somewhat, as AngelList data reveals they saw a lower share
of deals and capital deployed compared to 2021.

Simple Agreements for Future Equity (SAFEs) continued to
be the most popular investment vehicle on AngelList, with
56% of deals utilizing them. However, the largest deals by
capital deployed continued to be equity rounds. Lastly,
AngelList continued its growth as a platform for later-stage
financings. Nearly 28% of deals on AngelList in 2022
happened at Series A or later, up from 20% in 2020.

Measured by tenor and activity rates, 4Q22 was nearly
identical to 2Q20, which at the time, we dubbed the “worst
quarter ever” in our data. While the COVID recession quickly
transformed into a boon for early-stage startups, the
current outlook may suggest a longer road to recovery.
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AngelList fund managers had seasoned investments into
11,666 active startups at the start of 4Q22, primarily at the
seed and pre-seed stages. Of those startups, 7.4% raised a
round or exited in 4Q22. Of that activity, 67.1% was positive,
meaning the startup saw its share price increase. This
represents a 3.6 percentage point increase from 3Q22’s
rate of 63.4%.

Overall, among active startups that have received an
investment from AngelList fund managers, 4.9% saw a
share price increase in 4Q22 compared to their last
fundraise, while 2.4% saw a share price decrease (i.e.,
"marked down”).
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OVERALL RATE

END OF INTERVAL (TRAILING THREE MONTHS)

While early-stage VC performance ended 2022 with a slight
bounce back, activity and tenor remain sharply off historical
“typical” activity and far from the level of performance just

one year ago.

The markup rate for 2022 as a whole came in at 83%—five
points lower than 2021's rate of 88%. While 83% would be
considered a good rate by historical standards, it distracts
from the severity of decline in positive venture activity in
the latter half of 2022. The positive activity rate for early-
stage startups declined by 17 percentage points between
1Q22 and 4Q22.
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7.4% of startups raised a round or exited in 4Q22, which is slightly lower
than 3Q22’s rate, making it one of the least active quarters by deal volume
on record. While positive activity saw a slight uptick over 3Q22, it has fallen
considerably from where early-stage venture started the year.

Year-Over-Year
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Source: AngelList

29% of startups on AngelList raised a round or exited in 2022 (including
7.4% in 4Q22). This is slightly higher than 2020’s rate of 28%, but off from
last year’'s mark of 34%, and trending further away from 2019’s mark of 36%.

Again, while 2022 appears to have outperformed pre-pandemic vintages by

way of positive activity, the annualized positive activity rate of 83% distorts
the severity of decline in the latter half of the year.
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Median
Valuation
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Quarter-Over-Quarter

1Q22
Pre-Seed $10M
Seed $20M
Series A $66M
Series B $250M

Source: AngelList

2Q22

$10M

$20M

$70M

$235M

3Q22

$10M

$20M

$50M

$175M

4Q22

$10M

$18M

$50M

$125M

Median valuations continued to decline in 4Q22, with seed-stage valuations
dipping below $20M for the first time in 2022. While pre-seed and Series A
valuations held, median Series B valuations fell by over 28% to $125M,
indicating the struggles that later-stage companies are having raising in the

current market.

Year-Over-Year

2018

Pre-Seed $6.25M

Seed $8.5M
Series A $27M
Series B $72.5M

Source: AngelList

2020

$6M

$10M

$32M

$86M

2021

$8M

$15M

$60M

$200M

2022

$10M

$20M

$60M

$200M

Annual median valuations for early-stage startups mostly grew in 2022,

despite VC belt-tightening in the latter half of the year. Median pre-seed
valuations grew by 20% to $10M, seed-stage valuations grew by 25% to
$20M, while Series A and B valuations remained flat.
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Early-Stage VC
by Market 4Q22

Deal Share & Capital Deployed by Market
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4Q22’'s market data presented an interesting outlier, as startups in the food /
beverage sector captured a whopping 15.1% of all capital deployed—the
largest share of all observed sectors. Upon further analysis, we found this
number to be inflated by a large investment in startup water company Liquid
Death.

Food / beverage startup fundraises captured only 3.1% of deal share, well
behind fintech (11.9%), Web3 (9.6%), and healthtech (6.6%). These three
sectors also captured the most capital deployed after food / beverage.
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Early-Stage VC
by Market 2022

Deal Share & Capital Deployed by Market
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® % of Deals
@ % of Capital Deployed
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The annualized data mostly mirrors what we’ve seen quarter-over-quarter in
2022.13.3% of all deals on AngelList in 2022 involved a fintech startup, and
13.3% of all capital deployed on AngelList in 2022 went to a fintech startup.
Web3 was the second most popular sector, with rates of 9.6% and 7.2%
respectively, followed by health tech, with rates of 6.7% and 5.4%
respectively.

Overall, 30 unique sectors captured at least 1% of deal share on AngelList in
2022, and 29 sectors captured at least 1% of capital deployed.

For a historical perspective, let’s look at a breakdown of the top five most
popular sectors for investors on AngelList over the last five years by both
deal share and capital deployed.



® VENTURE CAPITAL Most Popular Sectors on AngelList

Ea rly_Stage VC by Dealshare YoY
by Market

# 2018 2019 2020 2021 2022

1 Biotech Dev Tools Fintech Fintech Fintech

2 SaaS Fintech Biotech Healthtech Web3

3 Enterprise Enterprise SaaS Web3 Healthtech
4 Fintech Healttech Healthtech Biotech Enterprise
5 Healthtech Travel Dev Tools AI / ML AI / ML

Source: AngelList

Most Popular Sectors on AngelList
by Share of Capital Deployed YoY

# 2018 2019 2020 2021 2022

1 Biotech Transportation Fintech Web3 Fintech

2 Transportation Dev Tools Healthtech Fintech Web3

5 SaaS Fintech Biotech AI / ML Healthtech
4 Healthtech Healthtech SaaS Biotech SaaS

5 Fintech ?Cr)(c))cf:ctivity Real Estate E-Commerce E-Commerce

Source: AngelList

The most notable year-over-year trend is fintech regaining its place over
Web3 as the sector that captured the most deployed capital in 2022. Web3's
woes have been well-documented in 2022, but Web3’s staying power among
the most popular sectors on AngelList might signal long-term bullishness by
investors for blockchain technologies.
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Funding to
Female Founders

Deals & Funding to Female Founders YoY ® % of All Syndicated Deals
As a % of All Syndicated Deal Activity on AngelList @ % of All Capital Deployed
19.8% .
20% 18.8%
15.3% o 15.9% 15.4%
13.9% 15.5%
15% 12.6%

2018 2019 2020 2021 2022

12.6%

10.3%

10%

5%

0%

Source: AngelList

Funding to female founders dipped slightly in 2022, but performed better
than it had in the three years prior. Overall, the share of deals involving a
female founder dropped by 0.98 percentage points over the previous year,
while the share of capital deployed declined by 0.51 percentage points.
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@® VENTURE CAPITAL

Deals by
Instrument

AngelList SV siiconvaley Bank

Deals by Instrument YoY

@® % SAFE Deals @ % Equity Deals @ % Debt Deals
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40%
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B ] O -
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X
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Source: AngelList

Over the past few years, SAFEs have become the preferred investment
instrument for most deals on AngelList. More than 70% of deals on AngelList
occur at the earlier stages, and SAFE rounds are generally quicker to close
and more cost-effective for early-stage founders given the standardization
of documents and the ability to forgo determining a valuation.

The prominence of SAFEs continued to grow in 2022, with nearly 56% of
deals on AngellList utilizing a SAFE—up almost 3 percentage points from the
previous year. By contrast, the share of equity deals on AngelList declined in
2022, despite an increasing number of deals on the platform occurring at
later-stage.

Capital Deployed by Instrument

@® % SAFE Capital @ % Equity Capital @ % Debt Capital

80%

62.9% .
S0 54.9% 59.5% 58.2%

52.3%
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26.4%
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] ] L L
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09

X

Source: AngelList

While SAFEs remain the preferred investment instrument at early-stage, a
majority of equity rounds occur at the later-stages. Hence, equity rounds
captured 58.2% of all capital deployed in 2022. This is a modest decline
from last year’s rate of 59.5%, & speaks to the growing prominence of SAFE
deals on AngelList—which increased its capital deployed share by 1.9%.
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Deal Share by
Round Name
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AngelList continued to grow as a platform for later-stage investments in
2022. 28% of all deals on AngelList in 2022 occurred at Series A or later,
compared to 27% in 2021 and 20% in 2020.

Notably, the share of seed-stage deals on platform declined by over 9
percentage points in 2022, while the share of pre-seed and Series A deals
grew by 8 and 1 percentage points respectively.
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@ STARTUP SPEND

Silicon Valley
Bank Executive
Summary

Across the early-stage market, overall startup spend
peaked in 2Q22 and has been mostly declining across all
observed sectors since. Between 2Q22 and 3Q22, median
spend across all sectors declined 2%, and between 3Q22
and 4Q22, spend declined 1%. Cutting back on spend to
conserve runway aligns with guidance touted by top
investors during the recent downturn.

Median payroll spend across all sectors increased 2%
between 3Q22 and 4Q22, reversing from the 2% decline
observed between 2Q22 and 3Q22. This could signify
cautious optimism, spending increases to cover year-end
bonuses or severance payments, or a combination of
multiple factors.

Median revenue growth between the first and second half
of 2022 was 11%, partly due to growth in the consumer and
enterprise sectors. Healthtech median revenue was flat,
and fintech and frontier tech median revenue declined.
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For our 2022 retrospective, we reviewed the top 10
vendors used by early-stage companies for advertising,
payroll, computing, and operations. The ranks tell a story of
shifting trends in social media and the future of work. In
2022, TikTok rose in rank from #7 to #6 for advertising
spend. Fiverr and Upwork, respectively holding the #3 and
#4 spots for payroll, indicate that early-stage companies
are seeking flexibility around hiring.

Finally, we explored dry powder available in the venture
ecosystem—specifically funds with a primary investment
region focus on North America. Dry powder refers to cash
that has been committed by investors (referred to as
Limited Partners or “LPs”) but has yet to be “called,” which
happens when fund managers deploy the capital to a
specific investment. In 2022, we saw a record $289B of dry
powder in the ecosystem, with $117B committed to funds
focused on early-stage.
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@ STARTUP SPEND

Median Quarterly
Total Spend by Sector

@® Fintech @® Consumer Frontier Tech
@ Healthtech @ Enterprise

$264K $274K $293K

2015 2016 2017 2018 2019 2020 2021 2022

Source: Silicon Valley Bank (SVB) proprietary data and analysis

Early-stage startup spend across all sectors decreased by 1% over the
previous quarter. This is actually an improvement on the 2% decline in spend
we observed in 3Q22.

Consumer companies saw quarter-over-quarter (QoQ) median spend flatten,
changing 0% between 3Q22 and 4Q22. However, spend is still up 4% year-
over-year (YoY). Fintech companies saw QoQ median spend increase 4%
between 3Q22 and 4Q22 and increase 50% YoY. Enterprise companies saw
QoQ median spend decline 3% between 3Q22 and 4Q22 but increase 20%
YoY. Healthtech companies saw QoQ median spend decline 3% between
3Q22 and 4Q22 but increase 41% YoY. Frontier tech companies saw QoQ
median spend increase 7% between 3Q22 and 4Q22 and 49% YoY.

A Each sector cohort is compiled of U.S. pre-Series A technology and healthcare
companies founded between 2018 and 2020 that have payroll spend of at least
$1k per quarter. Payroll spend reflects W-2 paychecks for full-time workers, as
well as consultants. Payroll does not include equity compensation and other
non-cash benefits.
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@ STARTUP SPEND

Median Quarterly

Payroll Spend by Sector

Consumer @ Enterprise

Fintech @ Frontier Tech @ Healthtech

$250K
$200K
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Source: SVB proprietary data and analysis
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3Q21 4Q21 1Q22 2Q22 3Q22 4Q22

By sector, consumer payroll is up 7% in 4Q22 and 11% YoY. Fintech
companies saw QoQ payroll spend increase 16%, regaining ground after a
drop in 3Q22. Fintech payroll spend is up 35% YoY. Enterprise companies
saw payroll spend increase 5% QoQ and 25% YoY. Healthtech companies
saw payroll spend increase by 8% QoQ and 44% YoY. Frontier tech was the
only sector that saw a payroll spend decline in 4Q22, going down 15% QoQ
and 2% YoY.

A Each sector cohort is compiled of U.S. pre-Series A technology and healthcare
companies founded between 2018 and 2020 that have payroll spend of at least
$1k per quarter. Payroll spend reflects W-2 paychecks for full-time workers as
well as consultants. Payroll does not include equity compensation and other
non-cash benefits.
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@ STARTUP SPEND

Payroll Spend Range
by Sector

$450K
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$250K
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Source: SVB proprietary data and analysis

To understand YoY changes in payroll spend ranges, we analyzed the lower
bound (25th percentile), median (50th percentile), and upper bound (75th
percentile) of payroll spend amongst startups in our five sector cohorts in

4Q21 and 4Q22. Year over year, the upper bounds increased in all sectors

and the lower bounds increased for enterprise and healthtech. For

enterprise companies, the 25th percentile increased from $68k to $69k, and
the 25th percentile for healthtech increased from $72k to $96k. In 4Q22, the
difference between the upper and lower bound in fintech payroll was

$306k. This is the widest range of all sectors observed and the largest

increase in range YoY.

A Each sector cohort is compiled of U.S. pre-Series A technology and healthcare
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companies founded between 2018 and 2020 that have payroll spend of at least
$1k per quarter. Payroll spend reflects W-2 paychecks for full-time workers as
well as consultants. Payroll does not include equity compensation and other
non-cash benefits.
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Revenue Range
by Sector
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A Each sector cohort is compiled of U.S.
pre-Series A technology and healthcare
companies founded between 2018 and
2020 that have payroll spend of at least
$1k per quarter. Payroll spend reflects
W-2 paychecks for full-time workers as
well as consultants. Payroll does not
include equity compensation and other
non-cash benefits.
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2H21

Enterprise Fintech

1H22 2H22 | 1H21 2H21 1H22 2H22

1H21 2H21 1H22 2H22 | 1H21 2H21 1H22 2H22

Frontier Tech Healthtech

To track shifts in revenue, we analyzed the lower bound (25th percentile),
median (50th percentile), and upper bound (75th percentile) of revenues
generated by startups in our five sector cohorts over the past two years.
Given these companies are early-stage, many have inconsistent cash flow,
and some are even pre-revenue. For the purpose of this analysis, we looked
at companies with at least $1k of revenue per quarter.

In 2H22, enterprise company revenue spanned $739k between the upper
and lower bounds. This was the widest range observed. Enterprise
companies also had the highest median revenue for the second half of 2022
at $368k.

In 2H22, revenue growth was mixed. Enterprise companies saw 26% growth,
and consumer companies saw 12% growth. Healthtech revenues remained
flat. Fintech and frontier tech revenue growth declined by 35% and 14%

respectively.

Note that early-stage companies often have inconsistent cash flow.
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