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Executive Summary

|
A VC activity across the country increased by 15% between Q1 2017 and Q4 2016.

- In the US, the number of deals grown fron
- Quarterly investments iIin the U.S. progres
Q1617, an increase of 15%.

- After two consecutive quarters of slowing VC funding and featured the lowest
amount of VC investments since Q1 2014, the VC investments go up.

A As in Q4 2016, VC investments are still geared toward established companies.
- Expansion and later-stage companies accounted for 74% of total VC investments
(vs 59% in Q4 2016). Seed and Early-stage companies accounts for only 21%.
- The number of deals indicates that mature companies tended to account for fewer
VC deals (around 40%) but with larger amount invest in (Median US Later-stage
deal size is $22M versus $6M for Early-stage) .
- The SF Bay Area continues to be the dominant region for VC funding at all stages.

A cCalifornia captured 53% of national investments in Q1 2017 (vs 43% in Q4 2016) .
- California was distantly followed by Massachusetts with 13%, and 10% in New York.
The state has recovered to the Q3616 | eve
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Executive Summary

|
A The San Francisco Bay Area continues to be the largest recipient of VC investment
in the US.
- 45% of national VC investments and 84% of California VC investments were done in
the Bay Area; followed by the New England (13%) and New York metro area (10%)).
- The SF Bay Area also had the greatest number of deals of any US region, accounting
for 325 out of 1097 total US deals.
- The SF Bay Area dominates the US market and leads the VC activity. This first
guarter has witnessed a upswing in the reg
lowest level for the last two years.

A Internet remains the most prevalent industry in VC funding.
- Internet accounted in the Bay Area for $2.7Bn of VC investments, followed by
healthcare ($1.7Bn) and mobile & telecommunications ($791M).
- We observe in the SF Bay Area that Healthcare sector has moved ahead Mobile &
Telecommunications sector for the first time since Q4 2013.

A Overall conclusions
- There is a raise in VC investments and deals after two negative quarters.
- US Megadeals (>%$100M) increased from 12 ro
$900M, Social Finance: $500M, Airbnb: $448M).
- Mature startups continue to receive the majority of venture capital investments.
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VC market in the US

Q1 2017 saw an increase in VC activity in the US, both in the number of deals and in
amount invested. The average value of investments mechanically increased.

% change
Q1 2016 Q2 2016 Q3 2016 Q4 2016 Q1 2017 Q1 2016-17

Amount

invested $15.7B $17.4B $14.2B $12.0B $13.9B

Number of

1,301 1,211 1,202 1,085 1104
deals

Average deal
value

$12.1 M $14.3 M $11.8 M $11.1 M $12.6 M

Over the year, VC investments declined
by about 12 and the number of deals
declined by 15%. De facto, the average
deal value has slightly increased.

Source: PricewaterhouseCoopers/National Venture Capital Association

MoneyTreeE Report based on data |
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Regional share of investment in the US

The San Francisco Bay Area is the single biggest region for venture capital activity,

receiving nearly an half of all national investment.

Other
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The San Francisco Bay Area attracts 84% of

total VC investment within California, and 45%
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Data for Q1 2017

Sour ce: MoneyTr ee



SFCED

San Francisco Center for Economic Development

VC allocation by company growth stage

Expansion-stage and later-stage companies received the majority of VC investments
in the US, with about 37% of VC investment going to companies at each stage. Early-
stage companies got 18% of VC investment while seed stage companies got only 3%.

Percentage of total
investment dollars 18%

Start- Early Expansion Later Other
up/seed

The majority of
VC investments
went to more
mature-stage
firms, with about
75% (vs 60% in
Q40616) of
money going to
expansion and
later-stage
companies.

Compary maturity
O

Time

Data for Q1 2017
Source: CB Insights/KPMG Venture Pulse Report, MoneyTree E Repor
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VC market in the SF Bay Area

Both the amount of VC money invested and the number of VC deals closed in the Bay
Area have fallen significantly since Q4 2015.

Amount
invested

Number of
deals

Average deal
value

Q1 2015

$6.0 B

419

$14.3 M

% change

Q22016 Q32016 Q42016 QL2017 Q12016-17
$8.8B $6.3 B $4.1B 528 LD
403 428 335 325 @
$21.8M  $147M  $122M  $19.1M @

Over the yearly period, the number of
deals has dropped by 22% while the
amount invested in the bay remained
stable. De facto, the average deal value
has surged by a third.

Data for Q1 2017

Sour ce:

MoneyTr ee
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Annual VC investment in the SF Bay Area
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After two quarter of decline,
the investment has gone up
on the Q147.

Q1 was also marked by a
reduction of the number of
deals. Globally speaking, VC
firms have favored bigger
deals on established
companies this quarter.

Bay Area VC investments
would follow a positive trend
according to the good health
of the macroeconomics
environment, a perspective of
tax reduction and a easy
access to financing.
Nonetheless, the VC market
would have to face the
quandary of a surplus of
liquidity compare to the
number of new ideas.

Data for Q1 2017

Sour ce:

MoneyTr ece
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VC allocation by company growth stage: SF Bay Area
|

Compared with Q40616, VC onrexpansidnisiage stastupf oc us e
and on later-stage startups. Seed startups received a very small percentage of the
investments both locally and nationally.

Percentage of total
investment dollars

Start- Early Expansion Later Other
Although mature

up/seed
startups accounted
for a much larger
share of VC than
earlier-stage
startups, they did not
have more deals.
Seed companies had
81 deals and early-
stage companies had
90, compared with 76
for expansion-stage
firms and 36 for later-
stage firms.

Company maturity

Time

Data for Q1 2017

Sour ce: MoneyTr ee
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VC investment in the SF Bay Area: top cities

Companies based in San Francisco received $2.0 billion in VC investment, 52% of the
Bay Area total. SF firms also accounted for 191 of the 310 deals struck in the Bay
Area.

Palo Alto
49 deals
$412M

Data for Q1 2017
Source: CB Insights
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VC investment in the SF Bay Area: top 10 industries

Internet, mobile & telecommunications and healthcare were the three biggest
industries for Bay Area VC investments in Q1 2017.

Q4616)

(+52% vs

g The top industry i
o . . ; . .
Amoun.t Deals in Bay Amount . Dealsin Industry as % Q1'17/Q4'16 internet i received
Industry Invested in Invested in of BA amount almost half of all VC
Area SF . . . .
Bay Area SF Investment invested in investments in the Bay
SF Area. Internet alone
0 0 accounted for 42% (vs
Internet $ 2,629 M 163 $ 1,963 M 121 42.4% 18% 63 % i n
0
Mobile & 9 0
Telecommunications el 4 $563 M A L 44% The amount invested in
the healthcare sector
Computer Hardware $253 M 10 $66 M 3 4.1% 175% has surpassed the
and Services Mobile/tglecgm septor
Electronics $ 225 M 13 $20M 3 3.6% 82% for the first time since
Industrial $202 M 10 $92 M 5 3.3% 92% 2013
SN (”O.T ; $ 158 M 18 $55 M 9 2.5% -60%
[ Sl Around 2/3 of all Bay
Consumer Products $148 M 12 $88 M 10 2 4% -43% Are_gldsealstere_made
and Senvices "pased companies.
Energy and Uitilities $47 M 5 $44 M 4 0.8% 47% panies.
Other $41 M 4 $6M 3 0.7% -68% The Q1617 is m
Food and Beverages $19M 5 $12M 4 0.3% -14% an increase of the
_—— = = amount invested in SF of
21%.
Total $ 6,205 M 322 | $3,466 M 212 " 100% 21% °
- - - - - l
Data for Q1 2017
Sour ce:

MoneyTreeE Repo
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With the exception of other software and consumer products and services, Bay Area
VC investments increased for every single industry on the period.
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VC firms investing in US companies

The SF Bay Area is home to about 85 percent of all VC firms in California and a bit

less than half of the US total.

Other

15% SF Bay Area
45%

Southwest
5%

DC
4%

LA
7%
NYC
11%
New
England
14%

Nationwide
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Data for Q1 2017

Source: MoneyTree E Repor
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San Francisco Bay Area is home to three out of the five most active VC firms in the US.

Firm

New Enterprise Associates

Greycroft Partners

Kleiner Perkins
Caufield & Byers

GV (Google Ventures)

Foundry Group

City

CA, Mountain View

NY, New York

CA, Menlo Park

CA, Mountain View

CO, Boulder

Number of Deals

27

18

17

14

12

Data for Q1 2017

Sour ce:

MoneyTr ee
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Largest VC deals in the US

The second largest VC deal in the US involved a San Francisco company -Social Finance-
which had a total deal value of $500M. No Silicon Valley company made the top 5.

Company Location Sector Value of Deal ($)
Grail Menlo Park, CA Healthcare $900M
Social Finance NY, New York Business Products & $500M
Services
Airbnb CA, San Francisco Internet $448M
Instatcart CA, San Francisco Mobile & $400M

Telecommunications

WeWork NY, New York Business Products & $300M
Services

Data for Q1 2017

Sour ce: MoneyTr ee
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Outlook for Q2 2017

S F &exh economy. Venture capital investments in US increased in the first quarter of 2017 after
a decreased during the last two quarters 2016, reaching its lowest level since 2014. The large VC
growth of the past few years is likely to comeback after this period of consolidation.

Positive trend ? Possible; According to indicators as the good health of the global economic
environment, a perspective of tax reduction and an easy access to financing. Nonetheless, the
VC market would have to face the quandary of a surplus of liquidity compare to the number of
new ideas.

The Internet sector. The Internet will likely continue to receive the most venture capital funding
of all sectors.

Mature startups. Mature startups will continue to receive more funding than early-stage startups.

VC-backed unicorns. The number of unicorns is 3 at the first quarter 2017, following the level of
2016 (around 4 per quarter). This number remains well behind 20156 pace.

Policies coming out of Washington could shake up the venture capital scene. Cash
repatriation policies could increase the amount of corporate venture capital that is invested, but
the Ad mi ni s tpotential cbangg@ssto H1B visa policies could be problematic for VC firms and
complicated when firms hire workers who are not U.S. citizens.

Source: CB Insights/KPMG Venture Pulse Report, MoneyTree E Repor t



