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Executive summary

Strong year in funding, driven by $100M+ mega -rounds
record for this millennium, but deals down
Annual funding tops $70B for second time: US VGbacked

companies saw $71.9B investedn 2017 across 5,052 deals. Funding
was up 17% from 2016, but deals fell 4%, declining to the lowest
annual total since 2012.

109 mega -rounds of $100M or more in 2017: Driving the
strong funding total was a record number of 109 mega-rounds,
edging out the count of 107 in 2015. Megarounds accounted for 36%
of 2017 US funding, just shy of the 37% high in 2015.

Seed deal share dipsto 8 -quarter low: Corresponding with the
broader deal slowdown, US seed deal share slid to an &uarter low

of just 22% in Q4617. Seed shar
but did not reach that mark in
Four new wunicorns 0 bourMClhacked i n
companies achieved a valwuation

Through full -year 2017, 22 new unicorns were created in the US, up
modestly from 2016 but significantly below the peak of 41 in 2015.

Funding to Al tops $1B every quarter in 2017: Compared to
2016, total annual funding increased 28% in 2017 with $5B across
444 deals.
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Global funding total surges to post
by Asia

-2000 record, propelled

Global funding hits $164B : Total annual global funding increased
nearly 50% in 2017, as over $164B was invested across 11,042 deals.
Deal activity was up by 11%, with both deal and dollar figures
representing annual highs.

Asian and European financing activity see full -year

increases: Total annual Asian funding activity increased by 117%,
with $70.8B invested across 2,847 deals in 2017, up from $32.7B and
1,950 deals in 2016. Total annual European funding activity stood at
$17.6B across 2,483 deals, respectively up 40% and 16% from 2016.

San Francisco funding jumps even as deal activity declines
e T:otaleqsatteelydfun(ﬁr@ b San Franciyco -jasea comganies mcneaééd) 1 ¢
an¥3 %uiam t @4 6 B5i2B.Deaahaciitp deglinefl 19% over the

Q4Ha e period, decreasing from 260
on%Q%7or more Iin the US in Q4617.
New York Metro financing adeveisvity

and Silicon Valley sees more funding
Metro area declined from 184 deal
$2B+ fundingto WeWorki n Q3 617, total quart
by 33%. SV total quarterly funding increased by 18%, to reach £.7B,
with 4 mega-rounds of $100M or more.

: Deal activity in the NY

Note: Report includes all rounds to VC -backed companies. For a detailed brief on 2
methodology, please reference pagel100 of this report.
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US Overall Trends



US financing trends @

e
n 2017 was the second biggest year of investments ($71.9Bpr
venture backed US startup firms, increasing 17% over 2016.

0 Tom Ciccolella , Partner, US Ventures Leader
at PwC
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Annual US financing trend

US annual funding tops $70B on strong mega -round activity, but deals continue slip
A Total annual funding increased 17% in 2017, as $71.9B was invested across 5,052 deals.
A Q2617 and Q4617 both saw 33 rounds of $100M or mor e.

A 2017 was the second year that saw dollar funding top $70B, but deals declined for the third straight year, falling 4% from 2016 and reaching
the lowest annual total since 2012.

5,811 5,786

5,063
4,624

5,268

$32.6
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= [nvestment ($B) —e—Deals
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US deal share by stage

US seed activity declines to 5 year low
A Seed activity as a proportion of all deals declined to 27% in 2017, down from 32% theyear before.

A Early-stage activity remained constant, while expansion-stageand later-stage deal share increased.

2013 2014 2015 2016 2017
H Other

2012
B Seed Stage m Early Stage ® Expansion Stage ® Later Stage
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8 -quarter US financing trend

US deals slip in Q4617, but funding remainsundst eady, again driven [
A Deal activity receded 11% in Q4617, as $18. 7B was i nves toeQi3 6alc7r,o sb
topped $18B for the third consecutive quarter.

A 33megar ounds of $100M or more added to the strong US quarterdfyr fun
mega-round activity.

1,415
1,335 1.299

1,321 1,311
\ 1,221 1,260 L 158

$16.1 $17.9 $14.5 $12.9 $15.1 $19.0
Q1'16 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17 Q3'17 Q4'17

mmm |nvestments ($B) —e—Deals
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US deal share by stage

US seed activity crashesto 8  -quarter low

A Seed activity as a pro
third of deals from Q1

A Expansion-st age deal share |

ortion of all|l deal s decl i ned t boverir®%ounda Q4
16 to Q1617, seed share has not topped 30
nec

r e as e d-sthge deal share Goketl up a BeBcéhtagerpoinQ 4 6 1 7 . Early

Q1'16 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17 Q3'17 Q4'17
m Seed Stage m Early Stage ®m Expansion Stage ® Later Stage = Other
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Median US deal sizes by stage

Expansion -, Early -, and Seed -stage dealsallreach8 -quarter highs in Q4617

A Later-stage median deal size declined to $25.5M from $30M the quarter before, in line with 2016 quarterly averages.

medi an deal sizes increased t oquérterhigbM, up from $15M i
tied Q2617 at $2N

A Expansion-s t a g e
A Early-stage median deal sizes also reached an-§uarter high of $7M, while Seed-st age deal s

$32.8

$25.0
.7
$17.0 $17.5
G $15.7 513 $13.9 $15.0 $16.0 ﬂf-o/‘
\ ® ®
$7.0
55 $6.0 $6.0 $6.0 $6.0 $6.4
$5£ L — ® ® o— —O— —e
$1.0 $1.3 $1.1 $1.7 $1.3 $2.0 $1.5 $2.0
O= . ® —— PN —— PS —0
Q116 Q2'16 Q3'16 Q4'16 Q117 Q2'17 Q3'17 Q4'17

-8—Seed Stage Deal Size ($M)=@=Early Stage Deal Size ($M) -@=Expansion Stage Deal Size ($M) =@=Later Stage Deal Size ($M)
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US corporate deal participation

Corporate participation ticks upwards

A Corporate participation in US deal activity increased bgy24% of@lkUSc e
deals to VGbacked companies.

A Corporate participation was | ower in the back half of 2017 as co

78% 77% 75%

Q1'16 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17 Q3'17 Q4'17
m Other Investors mCorp / CVC Deal Participation
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US first venture financing share (Quarterly)

Proportion of first venture rounds decline by a percentage point but remain in historical range

Aln Q40617, 34% of all US deals were first venture
AExcepting Q4616, first venture financi B833%%m@mmesnceetrn20e6. of al | Us

financings.

67% 66% 67%

Q1'16 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17 Q3'17 Q4'17

m Other m % of Total First VC-Backed Deals
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US first venture financing share (Annual)

Annual proportion of first venture rounds increase 1 percentage point over 2016
A In 2017, 35% of all US deals were first venture financings, up from 34% in 2016.

65% 67%
2012 2013 2014 2015 2016 2017
m Other m % of Total First VC-Backed Deals
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|
US deals and funding by Top 5 sectors

$6.5B Internet 491 Deals
Invested
b4.08 _ 182 Deals  Healthcare
Invested
3.8B
;$nvested @_ 129 Deals  Mobile & Telecommunications

1.6B
?nvested - 87 Deals  Software (Non-Internet / Mobile)
$0.4B 6 Den - o .
Invested - eals onsumer Products & Services
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US deal share by sector

Internet deal share declines to 8 -quarter low; Healthcare outpaces Mobile for second straight quarter
Alnternet deal shar e decr eas egdartdr lovofanthd seéorinthe U3Barke t o 42 %, an 8

A Healthcare deal share increased from 14% in Q3017Mdbie & Tdebomtadiivitys q u
(traditionally the second largest slice of deal share) for full -year 2017.

Q1'16 Q2'16 Q3'16 Q4'16 Q117 Q2'17 Q317 Q4'17
m Internet ®Healthcare ®m Mobile & Telecommunications = Software (non-internet/mobile)  ® Consumer Products & Services ® Other
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Artificial Intelligence
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Artificial Intelligence @

~Y

n 2017 was a record year for Al investment, each quarter exceeding
$1B in total funding. Q4 had two mega-rounds for Al (Lemonade &
Uptake Technologies)

0 Anand Rao |, Principal, Global Artificial Intelligence Leader

at PwC
\

O
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Al: US annual funding

Full -year annual financing activity shows continued growth in Al investment
A Total annual funding for Al increased 28% from 2016, as the dollar figure topped $5B for the first time.
A Deal activity also continued its climb to hit 444 deals in 2017, up 6% from the preceding year.

444

2012 2013 2014 2015 2016 2017
mmm |nvestment ($M) —e—Deals
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Al: US quarterly funding

US Atrtificial Intelligence funding tops $1B every quarter in 2017

ATot al guarterly funding to US Al companies reached $1. 2H8nedby34%4 61
as only 84 deals were completed i n Q4617, down from 127 the quar:

A The strong total quarterly funding was led by investment rounds to companies such as Lemonade ($120M Series C), Uptake Technitmgies
($117M Series D), andPetuum ($93M Series B).

131

$1,036 $1,007 $1,065 $1,183 $1,516

Q1'16 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17 Q3'17 Q4'17
= |nvestments ($M) —e@=Deals
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Al: US deal share over time

Expansion -st age deal share increases -stage Qiwitydleciness seed and earl vy
A Expansion-st age deals increased to 29% in Q4 0-%tdge dealpincreasen Bipefcéntagetpdise pr e v
A Seed stage deals declined to 32% of deal share from 38% the quarter prior. Earhstage deals also declined, decreasingto 25% iQ4 6 1 7, d

from 32% in Q30617.

Q1'16 Q2'16 Q3'16 Q4'16 Q117 Q2'17 Q317 Q4'17
m Seed Stage ®mEarly Stage ®Expansion Stage = Later Stage ® Other
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|
Al: Top states by deals

1.CA 42 deals

$524M Invested —— -
"-\_;—;;" H\‘ H |f ..:\ I::, \| H ‘,‘
2. NY 13 deals T

$200M Invested

3. MA 6 deals

$110M Invested

4. CO 5 deals

$81M Invested

5. IL 4 deals

$122M Invested
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|
Al
Company
Lemonade

Uptake Technologies

Petuum

Recursion
Pharmaceuticals

Feedzai

Lar ge st

Location
New York, NY
Chicago, IL

Pittsburgh, PA

Salt Lake City, UT

San Mateo, CA
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Sector

Internet

Software (non-
internet /
mobile)

Software (non-
internet /
mobile)

Healthcare

Software (non-
internet /
mobile)

Industry

Internet Software
& Services

Biz Intelligence &
Analytics

Scientific,
Engineering
Software

Biotechnology

Security Software

US deal s

Stage of
Funding

CISICICIC,

of

$ Value
of Deal

$120M
$117M
$93M

$60M

$50M

Seed
Stage

Q4017

Select Investors

Google Ventures, Menlo Ventures, Sequoia
Capital, SoftBank Group

Baillie Gifford & Co., GreatPoint Ventures,
Revolution

Advantech Capital Partners, SoftBank
Group

Advantage Capital Partners, Data
Collective

Capital One Growth, Citi Ventures

(.r
Early Expansion
Stage Stage




Cybersecurity
A
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Cybersecurity @

e

n 2017 was a record year for Cybersecurity funding, with total
iInvestments exceeding$3.6B. 2017 also saw the most megaounds
In Cybersecurity, with seven companies receiving $100M+ in
funding.

0 Sean Joyce , Principal, US Cybersecurity Leader

at PwC
\

O
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Cybersecurity: US annual funding

Cybersecurity funding increases in 2017, deal activity flat from 2016
A Total annual funding to US Cybersecurity companies increased 40% in 2017, despite 3 fewer deals occurring.

A20176s total 37Btopsithe $3.2B deendn2@L5 forsin annual high.

226

2012 2013 2014 2015 2016 2017
mmm |nvestment ($M) —e—Deals
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Cybersecurity: US quarterly funding

Cybersecurity financing activity flattens in the fourth quarter
A Deals and dollars to US Cybersecurity companies flattened in Q46

A Only one megaround over $100M was recorded; the next largest round was $70M. Quarterly funding surpassed $800M for the third
consecutive quarter.

$596 $822 $1,321

Q116 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17 Q3'17 Q4'17

= |nvestments ($M) —e@=Deals
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Cybersecurity: US deal share over time

Expansion -stage deal share grows significantly
A Expansion-st age deal share increased to 38% of US Cybersecurit ythi$yeare st

A Early-stage deal share declined from 37% to 23% this quarter.

Q1'16 Q2'16 Q3'16 Q4'16 Q117 Q2'17 Q317 Q4'17
m Seed Stage ®mEarly Stage ®Expansion Stage = Later Stage ® Other
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Cybersecurity: Top states by deals

1.CA 24 deals

$506M Invested

2 MA [/ deals

$69M Invested

3 NY 4 deals

$39M Invested

4 EL 3 deals

$32M Invested

31
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Cybersecurity

Company

Skybox Security

Duo Security

Feedzai

BitGo

Menlo Security

Location

San Jose, CA

Ann Arbor, Ml

San Mateo, CA

Palo Alto, CA

Palo Alto, CA
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Sector

Software (non-
internet/mobile)

Internet

Software (non-
internet/mobile)

Internet

Internet

: Largest

Industry

Security
Software

Internet
Software &
Services

Security
Software

Internet
Software &
Services

Internet
Software &
Services

Stage of
Funding

066

$ Value
of Deal

$150M

$70M

$50M

$43M

$40M

Seed
Stage

US deal

Select Investors

CVC Capital Partners, Pantheon Ventures

Index Ventures, Lead Edge Capital, True
Ventures

Capital One Growth Ventures, Citi Ventures

Valor Equity Partners, Bridgescale Partners

American Express Ventures, Ericsson
Ventures, Sutter Hill Ventures

(.r
Early Expansion Later
Stage Stage Stage




Genomics
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