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Nearly every investor we 

speak to sees AI as a 

platform shift analogous to 

the steam engine, the 

internet or the rise of 

mobile. Pick your parallel. 

Even conceding the 

potentially inflated 

expectations and valuations 

Ö this sentiment will drive 

investment.Ú
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Venture investment is booming, companies are raising colossal 

rounds and valuations are flexing to all-qfjb efdepÁ 5e^q fp¾ fc vlrØob ^k 

AI company. For the rest of the innovation economy, the times are 

slower. Deal activity is stagnant, valuations are low and exits are 

limited. 

AI is the explosive, albeit unproven, fuel of the innovation economy. 

The positive is that new technologies spur recoveries. In 2009,   

mobile Ö a vertical turned horizontal Ö spurred the global financial 

crisis (GFC) recovery that took under three years to return to peak 

levels and fueled durable growth. Nearly every investor we speak to 

sees AI as a platform shift analogous to the steam engine, the internet 

or the rise of mobile. Pick your parallel. Even conceding the potentially 

inflated expectations and valuations Ö this sentiment will drive 

investment.

At the company level, the innovation economy is recovering in a 

healthy way. Efficiency reigns supreme. Companies that successfully 

raised capital in 2024 managed their burn, and companies across life 

stages are closer to profitability. 

With the focus on efficiency, revenue growth has been slow to 

improve. Growth rates reached a floor in 2024 and are no longer 

c^iifkd¾ _rq qebv ^obkØq fjmolsfkd bfqeboÁ -ltbo fkqbobpq o^qbp j^v _b 

the accelerant that kick-starts growth. Both the market and Federal 

Open Market Committee (FOMC) members expect the federal funds 

rate (FFR) to fall below 4% by year-end, which could help spur 

additional spending on new technologies from public companies and 

lead to higher growth rates. But the strong December jobs report and 

continued wage growth at 4% may put the breaks on future cuts, and 

if inflationary policies such as tariffs are implemented, the rate-

cutting cycle could end.

If a low interest rate outcome prevails, it may provide the last push to 

crack the exit window, and provide the much-needed liquidity to end 

the three-year exit drought. A handful of notable companies like 

Chime, xAI, Stripe and others are well positioned to go public in 2025. 

Furthermore, a less aggressive anti-trust policy at the Federal Trade 

Commission (FTC) may send big tech on a shopping spree Ö 

especially for AI companies with talent and tech that can scale in-

house offerings. 

Most facets of the innovation economy found market bottom in 2024 

and are transitioning to growth in the year ahead. While hype cycles 

come and go, advances in one sector spur innovation in ways we 

cannot yet anticipate. What we know for sure is that investment and 

innovations today scaffold the foundation of future growth. 
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AI drives the next wave of 
growth in venture investment.

Jump to Page

Demand for venture outpaces the 
supply, throwing prices on ice.

Jump to Page

Companies raising VC have controlled 
their burn, leading to low growth.

Jump to Page

Large funds dominate fundraising, 
changing long-term venture dynamics.

Jump to Page
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VC fund life cycles extend, changing 
GP and LP1 expectations.

Jump to Page

Most unicorns are stuck in the stable 
without metrics to go to the IPO race track.

Jump to Page

A growing number of VC-backed 
companies are running out of runway.

Jump to Page

M&A remains scarce and increasingly 
reserved for the most troubled companies.

Jump to Page

Notes: 1) General Partner (GP). Limited Partner (LP).
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Ù.^kv 7$p tbkq ^ii-in for crypto in 2020. 

Unfortunately, by 2022 plans for 

decentralized financial systems were shaken 

when the crypto industry collapsed, crushing 

many startups and the funds that backed 

them. AI use cases are clearer and less 

speculative, but likely will play out very 

differently than VCs expect today. The 

`ovmql _llj ^ka _rpq fp ×qo^fkfkd a^q^Ø 

that every investor should include in 

qebfo "* molgb`qflk jlabipÁÚ
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Ù$lksbop^qflkp e^sb mf`hba rm tfqe 

companies looking to go public. Overall Fed 

policy is positive. People like the clarity of 

the new administration. But you have a high 

bar in the tech market. To IPO, companies 

need high ARR (more than $300M-$400M) 

and a good Rule of 40. But more than that, 

you need to be able to predict the next 

÷ø jlkqep lc obsbkrbÁÚ 

Ù"p efofkd obj^fkp `ljmbqfqfsb¾ tbØsb pbbk 

public companies leverage liquidity to 

attract and retain top talent. Private 

companies increasingly want to tap into 

the same benefits. As a result, private 

companies are approaching Forge to 

better understand how they can adopt 

ifnrfafqv moldo^jp lk ^ pfjfi^o p`^ibÁÚ
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