v )

SiliconValley Bank

State of the
Markets

Inside Views on the Health

and Productivity of the
Global Innovation Economy



State of the Markets: Fourth Quarter 2019

Bob Blee

Head of Corporate Finance
Silicon Valley Bank

Wheels of Venture Keep Turning Despite Uncertainty

As we enter the final stretch of 2019, the global economic outlook is cloudy.
Multiple uncertainties, including the intensifying trade war and conflicting
economic indicators, have put investors and policymakers on edge. Trying to get
ahead of a broader slowdown, central banks are cutting interest rates.

Private markets remain buoyant. After a banner fundraising year in 2018, VC
dry powder is close to historic highs and PE fundraising is now having its own
record year. A diverse cast of investors, from VCs to large asset managers, is
participating in massive late-stage rounds, contributing to net new Unicorn
creation.

The United States has dominated exits this year, with total US Unicorn exit value
this year now standing at around $215 billion. Unicorns that have gone public

have generally performed well, with a couple of high-profile exceptions. This year,
public markets appear to reward unit economics more than growth-at-all-costs.

In addition, disruptive new routes to liquidity have entered the conversation, such
as direct listings and secondary programs.

Despite jitters created by the WeWork saga, fear of a global economic slowdown,

and rising political uncertainty, the venture ecosystem remains robust — with
ample private capital stockpiled for years to come.
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Consumers
Still Happy;
Producers
Start to Hurt

Wage growth indicates

the labor market remains
strong, and consumer
confidence is holding
steady. In contrast,
manufacturing activity and
business confidence are on
the decline, a product of the
continuing trade war and
late-cycle anxiety.

Labor Markets and
Consumer Confidence
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Europe PMI index is for European Union; other Europe indicators are for the Euro Zone.
Source: Bureau of Labor Statistics, OECD, Eurostat, Markit Economics, ISM, University of Michigan and SVB analysis.
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A Declining Benchmark Rates for Major Yield Curve Inversion
R 2 te Economies: 2009-2019 as an Indicator
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Tech Tapping
Convertible
Debt

With a drop in benchmark
rates, stable credit spreads
and strong performance of
the convertible asset class,
convertible debt issuance
has been robust year-to-
date. Tech has continued to
take a larger share of total
issuance and is on pace to
surpass 2018’s record year.

Source: SVB Leerink and SVB analysis.
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More
Corporate
Debt in the
System

Fomented by a low interest
rate environment and
economic expansion,
corporate debt levels have
risen to new heights after
remaining relatively steady
throughout the last cycle.
Since 2011, debt to
profitability has reached

a post-GFC! high.

Corporate Debt and Profit, 2001-2018
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Trade With Effect of US Tariff Rounds Advanced Tech
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Trade War
Begets Tech

War Begets
FX War

The trade war has grown in
size, intensity, and scope.
Tech has joined agriculture
and manufacturingin the
crosshairs of tariffs and
other sanctions. The yuan’s
recent weakening has
brought currency to the
fore, which may cushion the

effects of the tariff increases.
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Please reach out
to your SVB
Relationship
Manager for the
complete report
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Disclaimers

This material including, without limitation, to the statistical
information herein, is provided for informational purposes only. The
material is based in part on information from third-party sources that
we believe to be reliable but which have not been independently
verified by us, and for this reason, 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 decision. You should obtain
relevant and specific professional advice before making any
investment decision. Nothing relating to the material should be
construed as a solicitation, offer or recommendation to acquire or
dispose of any investment or to engage in any other transaction.

All non-SVB named companies listed throughout this document, as
represented with the various thoughts, analysis and insights shared
in this document, are independent third parties and are not affiliated
with SVB Financial Group.

Silicon Valley Bank is registered in England and Wales at Alphabeta,
14-18 Finsbury Square, London EC2A 1BR, UK under No. FC029579.
Silicon Valley Bank is authorized and regulated by the California
Department of Business Oversight and the United States Federal
Reserve Bank; authorized by the Prudential Regulation Authority with
number 577295; and subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation
Authority. Details about the extent of our regulation by the Prudential
Regulation Authority are available from us on request.

Silicon Valley Bank, a public corporation with limited liability
(Aktiengesellschaft) under the laws of the US federal state of
California, with registered office in Santa Clara, California, USA
is registered with the California Secretary of State under No.
(1175907, Chief Executive Officer (Vorstand): Gregory W. Becker,
Chairman of the Board of Directors (Aufsichtsratsvorsitzender):
Roger F. Dunbar.

Silicon Valley Bank Germany Branch is a branch of Silicon Valley
Bank. Silicon Valley Bank Germany Branch with registered office in
Frankfurt am Main is registered with the local court of Frankfurt am
Main under No. HRB 112038, Branch Directors (Geschaftsleiter):
Oscar C. Jazdowski, John K. Peck. Competent Supervisory
Authority: Bundesanstalt fiir Finanzdienstleistungsaufsicht
(BaFin), Graurheindorfer StraRe 108, 53117 Bonn, Germany.

Silicon Valley Bank is not authorized to undertake regulated
activity in Canada and provides banking services from its regulated
entities in the United States and the United Kingdom.

© 2019 SVB Financial Group. All rights reserved. SVB, SVB
FINANCIAL GROUP, SILICON VALLEY BANK, MAKE NEXT HAPPEN
NOW and the chevron device are trademarks of SVB Financial
Group, used under license. Silicon Valley Bank is a member of the
FDIC and the Federal Reserve System. Silicon Valley Bank is the
California bank subsidiary of SVB Financial Group (Nasdagq: SIVB).
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SiliconValley Bank

About Silicon Valley Bank

For more than 35 years, Silicon Valley Bank has
helped innovative companies and their investors
move bold ideas forward, fast. SVB provides
targeted financial services and expertise through

its offices in innovation centers around the world.

With commercial, international and private
banking services, SVB helps address the unique
needs of innovators.
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