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Executive Summary

Persevering Through a Downturn

After two fantastic, record-breaking years for venture, the weight of macroeconomic conditions,
geopolitical uncertainty and the lasting shadow of the COVID-19 pandemic have taken a toll. In
the US, supply chain pressures drag on, inflation is just off a 41-year high, and interest rates are
expected to continue rising. With these bearish indicators, public markets have reacted
accordingly. Venture-backed tech companies that went public in 2021 have seen their revenue
multiples decline 62% since the January 3'¥ market peak, and private valuations are beginning to
follow suit.

With this backdrop, founders need to quickly adapt to the new normal by making quick
decisions or risk missing milestones that could make future raises more difficult. Investors
throughout Q2 have echoed the importance of reducing burn rates to extend runway and set a
path to profitability. With revenue growth rates slowing, the profitability of private companies —
not yet offset by lower cash burn — have deteriorated.

However, there are reasons to be optimistic. US venture capital (VC) fundraising is on track

to have a record year and US VC investment its second-best year. Early-stage activity is

robust, with 5,350 US VC deals in the first half alone — in line with 2021’s record year. In some
ways, the COVID-19 pandemic prepared companies for this downturn. They hold more cash,
and many have been through the cost-cutting drill once before. Ultimately, less competition for
talent, increased potential of consolidation, and an anticipated prolonged period of growth
following an economic slowdown may present opportunities for many VC-backed companies.
Many notable companies have been founded during a downturn, as we saw in 2008, and many
established companies will continue to grow and come out stronger on the other side.

It is with this in mind that while we are cautious in the short term, we are optimistic in the long
term.

Mike Descheneaux Sunita Patel
President Chief Business Development Officer
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US Innovation Economy Indicator Dashboard: Q2 2022

While GDP had its second successive quarter of
decline in Q2, itis important to note that GDP is still
up year-over-year (YoY). The S&P 500 is down 12%
YoY (from a record-setting 2021) as inflation continues
to be elevated. The VIX, a measure for market
volatility, is elevated. As such, the IPO market is
effectively shut until there is more price stability.
However, when things do settle down, a large pipeline
of VC-backed companies will likely be ready to exit.

As prices across the board rebase, acquirers are
biding their time, as evidenced by the slowdown in
M&A deals following a record 2021. VC fundraising
and investment fell QoQ, but are both on track for
above-average years. Perhaps most importantly for a
positive long-term outlook, the innovation economy is
on pace for its second-best year, with strong activity
at the early-stage as the next cycle of startup
formation begins.
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Grin and Bear |t S&P 500 Returns Through Bear Markets’ Global Supply Chain Pressure Index (GSCPI)2

= Dot-com Bubble = GFC = COVID-19 2022 Bear GSCPI ====' Trailing 12 = 2-Year 5-Year
Pandemic Month Average Average Average
Following two years of stimulus-fueled growth, the US is 0%
heading into an economic correction. The S&P 500 — 5
which hit 70 all-time highs in 2021 — was down 21%, as
of June 30, from its peak on January 3. Supply chains — 4 2 8X
strained by inflated consumer demand, worker -20% . oo
shortages and pandemic-related shutdowns — are still 3 Fh(azglzf:?rence l O
gridlocked and continue to hamper global trade. The 'C”hain priis,“fri ‘c’)ver £
Fed has been actively raising interest rates, with the Fed 2 3
D the 5-year average ° O o
funds rate rising from 0.08% in February to 2.33% as of -34% Be;;t'_\lzrmkﬂ Year(s) Length Jeot U0 et ¢
August 15t Inflation reached a 41-year high of 9.06% in -40% Bubble  2000-01 19mo. 1 o Joo® g
June, before declining to 8.50% in July. GFC 2007-09 31 mo. vees®0ecs, eg0000
) ) COVID-19 0 0ot L eee® e N
Looking at the trajectory of the 2022 downturn and o 202084 Fiimo. ::'. 0822
considering the yet-to-be-resolved drivers such as -57% 2022 Bear 2022 ?
supply chain delays, the war in Ukraine and the COVID- -60% -1
19 pandemic, it’s feasible that a recovery could take 0 10 20 30 40 50 60 70 80 2017 2018 2019 2020 2021 2022
longer than a year. The Global Financial Crisis (GFC: Months from Peak
2007-2009) lasted 19 months followed by a 46-month
recovery. However, companies are better positioned 3 .
today for a prolonged downturn than they were entering US Federal Funds Rate Through Bear Markets Inflation: Actual and Breakeven Rate*
the GFC. Corporate balance sheets are generally in Inflati A sy Tooy
i isi Bear Market === Federal Funds Rate (FFR) = InTtation ====' Average = O-Year — -Year
good shgpe after years of low interest rates and rising (CPI) YoV (2000 - Breakeven Breakeven
e Change 2022) Rate Rate
7%
. 10%
Bear Market FFR Start FFR End Diff . .
6% The marketis pricing
-410 bps fobcom 585 175 -410 8% 5-year inflation 20 bps
5% GFC 476 018 -4.58 6% above the 23-year
_ CoVIDES average of 2.4%.
4% Pandemic U L S 4% 2.6%
2% 458 bps  2022Bear 0.08 2.33  +2.25 . 2.4%
0
2% 0%
1% +225 bps 0%
0% -4%
o N < o [ee] o N < o [ee] o N O N & ©OW 0 O N < © 0 ©O N [oe] [ep] o N [s2]
o o o o o — — - - - N N O O O O O v ™ ™ «— «— N « - — O N o «
o o o o o o o o o o o o O O O O O O O O OO oo o O o o o o o o
N N N N N N N N N N N N AN N N AN N N &N AN AN AN NN AN N N N N N

Notes: 1) As of 8/1/2022. S&P 500 values indexed to the peak daily settlement price before the downturn. Values are aggregated to a monthly
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A S‘tep BaCk bu‘t Notable VC Guidance to Founders' US VC Investment: Actual and Projected?
)

Prioriti M Totallnvestment @® GFC Recovery Projected GFC Scenario
rioritize
Many Steps Ahead VC Eirm Growth or RTunway Key Insight M Peak Before Drop @® Dot-com Recovery Projected Dot-com Scenario
arget
Runway? g L 2022 Projection
. . = 24+ “You’ll need a lot more $450B 119%
At the onset of the GFC, Sequoia Capital saw what was to SEQUOIA = Runway L
) X " months runway than you think. )
come and created the now oft-quoted “RIP Good Times $400B 100% ggoy
0,
presentation for its portfolio companies. The advice given ' $350B @100% 1) I
to founders was to adapt quickly, bolster their balance Combinator Runway 24+ Pick up market Shf”e by ) \.‘.
« e » months staying alive. $300B 59%
sheets and “spend every dollar as if it were your last. 50% ® 3% -
. . . . 0
VCs are echoing a similar sentiment today, urging $250B '0a® b
c o B 1
founders to cut costs and preserve capital to maximize CRAFT - 30+ “Extending runway trumps $200B ;% i :
runway. 4 months growth rate right now.” $1508 1
The pace of venture investment in 2022 has slowed, and $100B
late-stage tech valuations have dropped. To understand L o4+ “Cut non-essential $508
otential paths forward, we analyzed both measures Lightspeed Runwa activities.... Focus on good I
P P ’ i ghtsp Y months . g $08 alsaensnin=niill
through prior bear markets: the dot-com bubble and the uniteconomics.
L. ) . DO ANMNMITIWONODDO—ANMNMITIOLONODNDO—AN ML
GFC, beginning in 2000 and 2008, respectively. $88888888885555555555988 9989
—TANANANANANANANANANANANNANANNANNNNNNNN NN AN
The innovation economy today is better equipped to
weather the impact of an economic downturn. Unlike in . X i 4
2000, technology is highly adopted and is inherent in Median Late-Stage Valuations: S&P 500 Index Correlations by Asset Class
nearly everything we do. Tech companies have solid H
Y ything mp ) Actual and PrOJeCtedS = Preqin All Stage Venture Index = S&P 500 Index
fundamentals, new markets and industries have
emerged, and VC is becoming steadily institutionalized. M Median Valuation @ GFC Recovery Projected GFC Scenario 400 400
This is evidenced by the asset class becoming B Peak Before Drop @ Dot-com Recovery Projected Dot-com Scenario 300 300
increasingly correlated (nearly 1:1) with the S&P 500 200 200
Index, which also recognizes the size and number of tech $140M 100 6 100
companies represented in the index. Even factoring in a $120M ) 100% 105% 0 0 .

. . o © o
dot-com or GFC correction scenario, the level of VC @100% .'.32%[ %Qc“ @Q@ %Q& qpbb‘ ,1969 %@Q’ rb@%q’g’\ qu'\'L,LQ\ S wg\%q/& ,LQ'L'L
investment will be at least in line with recent years $100M .‘.

(excluding 2021). 82% Pre-GFC Post-GFC
$80M .43% 38% VC - Expansion . Private Equity 0.98 1.00
$60M \. .\.\.‘. Private Equity . Secondaries 0.98 0.75
24% Secondaries . 0.96
$40M 0.50
Natural Resources VC - Early Stage 0.92
0.25
$20M I II I I I I I Real Estate VC - Expansion
M VC - All Stage 0.00 Real Estate . 0.00
ggggggggggggiﬁfif‘ﬁiffﬁaﬁ R&ﬁ VC - Early Stage 0.00 Natural Resources 20.25
[oNeoNeoloNoNoNolololololoNololololoNolololoNoloNe) o O o .
—AaN A AN AN AN AN AN AN N AN AN AN AN N AN NN NN N AN N
Notes: 1) Guidance pulled from presentations and press releases published by selected firms in May 2022. 2) As of 7/7/2022. Extrapolated value
based on an exponential smoothing forecast of monthly data. 3) Pre-Money Valuations as of 7/7/2022. 4) Correlations provided as R-squared values. State of the Markets: H2 2022 7

An R-squared of 1 indicates movements in the S&P 500 explain 100% of the variance in a correlated asset. Private equity (PE) excludes VC funds.

Source: PitchBook, Preqin, press releases and SVB analysis.



Capital:

The Next Wave of Venture Is Born




Retu rn|ng to a Venture Fundraising Balance of Power: Correlation to Private Information Technology Valuations
=== CPIl-Adjusted Median Information Technology (IT) Post-Money Valuation (All Stages) == Balance of Power Between Investors and Founders
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Source: PitchBook, SVB proprietary data and SVB analysis.
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Dry Powder Ready
and Waiting

By H1 2022, nearly $82B in US VC funds had been raised —
the highest amount over a six-month period. Following the
record breaking year that was 2021, it signals that both
limited partners (LPs) and VCs see continued opportunities
across the innovation economy. As early as 2019, the
amount of capital raised by VCs had surpassed the dot-com
bubble, before skyrocketing at the onset of the COVID-19
pandemic. Low interest rates drove investors away from
traditional assets such as bonds, and towards the high-
risk/high-return world of venture. This included the rise of the
“hybrid” investor. VCs were investing at a rapid pace and at
sky-high valuations, which meant they had to raise larger
funds at a quicker pace (many within 12-15 months).
Between 2019 and 2021, the median time between funds
decreased by five months to 30 months for funds over
$100M. In turn, LPs — buoyed by strong returns and the
intense hype around tech — upped their allocations. For
example in 2021, the CalPERS board moved to increase its
allocation to venture from 8% to 13%, starting July 1, 2022.
As a result of these dynamics, VC funds have nearly $269B in
dry powder to deploy.

Many VCs are cognizant of the pressure LPs are facing with
regards to the market downturn, choosing to preserve their
relationships by avoiding calling capital prematurely,
especially when they are unsure if valuations will continue to
rebase. While the innovation economy sits on record dry
powder, the rate of deployment may slow. Consider $1B+
funds — accounting for 40% of dry powder — which have cut
investment by 88% between June 2021 and June 2022. These
funds are overwhelmingly investing in late-stage companies.
Yet not all VCs are reacting as quickly, with some investors
recognizing that early-stage companies are more sheltered
from market pullbacks and so have not seen the significant
drop the $1B+ funds witnessed.
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US VC Fundraising
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Innovation Thrives
Amid Adversity

The US innovation economy has grown at twice the rate
of the global economy since the mid-1990s. Tech is no
longer a vertical, but a horizontal used across every
aspect of the economy. As a result, technology may

be less impacted than in past cycles. The year after

the dot-com bubble burst, US VC investment dropped
50%. If a similar drop were to happen this time around,
US VC tech investment would only reset to 2020 levels,
the second-highest year for venture investment. While
investment may take time to return to its previous peak
(it took 13 years after the dot-com bubble), we expect
company formation to remain resilient. The COVID-19
pandemic accelerated digital adoption to an
unprecedented degree, which proliferated the number
of opportunities available for entrepreneurs. US-based
founders started 6,400 companies in 2021, a record for
any 12-month period and more than double the amount
started in 2019.

Downturns are generally favorable times for founders to
start businesses. As startups cut costs, hiring falls and
layoffs rise, leading to a lower opportunity cost to start a
business. Top tech talent, who benefitted from a record
exit environment in 2021, have substantial capital
available. This has manifested in starting businesses,
angel investing or both. Either way, capital is being
returned to the ecosystem, spurring the next wave

of innovation. This trend is similar to the dot-com and
GFC periods when many notable companies were
founded. We are witnessing a slowdown in VC activity.
This has resulted in a lower supply of capital for
companies looking to bolster their balance sheets before
a downturn. An artifact of this slowdown has been a slight
drop in the number of unicorns christened: 141 in H1
2022 compared to 188 in the back half of 2021.
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US VC Investment and Company Formation, and the Digital Economy’s’ Share of US GDP

Digital Economy’s Share of US GDP Il US VC Investment (TTM) == S VC-Backed Company Formation (TTM)?
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Source: PitchBook, US BEA and SVB analysis.
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Investment:
Deal Dynamics Shift
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Va|ua‘tions at an US VC-Backed Tech: Median Deal US VC-Backed Tech: Median Post-Money
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Hybrids Refocus on
the Early-Stage

The entrance of “hybrid” investors fundamentally
changed the venture landscape, pushing the pace and
size of venture investments. This resulted in multiple
epochs for venture, starting in 2014 when investment
jumped from $49B to $75B, stepping up to $145B in
2018 and finally culminating with $341B in capital
deployedin 2021. With massive capital pools behind
them, hybrids deployed larger check sizes pushing up
valuations. The downturn in public markets led to price
drops in hybrids’ portfolios — both public and private.
As such, hybrids have slowed their late-stage investing
and are increasingly active at the early-stage, which
has historically been more insulated from public
market tumult.

As capital allocators hit pause and valuations rebase,
companies risk running out of runway. A valuation
overhang creates a decision for founders, who could
either raise a flat round or down round, cut expenses
to reach break-even or extend the company’s runway

Average Number of Closed Deals
per Month by Select Hybrids'
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steadily increased: Debt can be utilized by a company
to provide the additional time needed to grow into its 100
last private valuation. o
Insufficient cash 95
runway to grow into last
private valuation
90
Possible Options Available:
. 85
Sufficient runway to - Lower burn through cost cutting
grow into last private 12% . . . .
valuation - Raise alternative financing 80
(e.g., debt) to extend runway S O O O 0 O NN NN AN NI 99
N N N I T N AN 2 A N 2 2 A
- Askexisting investors for a bridge R R O S S S S SR S S S S I

<o S > N <o S > NY < X
round (flat valuation) W@ e\‘&\ DR AN e\@* DR AR \‘\@*

Notes: 1) A fund that has characteristics of a PE and VC fund. 2) Based on investments by Tiger Global, Insight Partners, Accel and Coatue;
annual revenue calculated using the run rate of revenue for the year of the deal; 2022 using H1 data. 3) Created an implied revenue multiple for
each company based on revenue, sector and growth rate compared to 2019 multiples for similar companies; compared this multiple to the
multiple they received in their last round and assumed current revenue growth rates to calculate the time required to grow into the implied
multiple. Compared this time to company runway. 4) Based on number of debt inquiries by US tech companies.
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Top Line, Meet
Bottom Line

Early in 2020 when COVID-19 lockdowns started, Sequoia
Capital, one of the most prominent VC firms, published its
“Black Swan” letter urging founders to act fast to preserve
cash. Layoffs spiked, with companies reacting quickly to cut
their largest expenses. Founders had good reason to worry.
Consumer spending, historically an up-and-to-the-right
metric, plunged an unprecedented 18% between February
and April 2020. The S&P 500 dropped 34% from its peak, and
the general sentiment was one of uncertainty. As a result,
median revenue growth rates dropped across tech. However,
the decline didn’t last long. Government stimulus fired the
economy back up, as businesses quickly adapted to the new
normal. Growth rates for most tech companies — apart from
those directly impacted by shutdowns — rebounded and for
some accelerated.

Enter 2022: Public markets fell, GDP in Q1 and Q2 2022
declined, and inflation continued to rise, seemingly immune
to Fed interest rate hikes. Unsurprisingly, revenue growth
rates are beginning to drop again. Prominent VCs are
repeating their warnings for companies to extend runway and
cut burn. The signs of a slowdown are already apparent with
a greater proportion of companies seeing revenues fall. Some
sectors are more impacted than others. Consumer internet
for example, has been hit hardest amid declining consumer
confidence and slowing demand.

The efficiency gains that companies made at the start of the
pandemic were cast aside as new and unexpected growth
opportunities emerged. Now, companies are actively
pursuing those efficiencies again, but due to the fixed nature
of certain costs, such as payroll and office space, the
resulting savings lag behind revenue changes. Based on
trends in certain expense categories, we expect to see
improvements in EBITDA margins in the coming quarters.

svb

Median QoQ Revenue Growth Rate by
Annual Revenue Band' 23
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Proportion of US VC-Backed Tech Companies
with YoY Increasing Revenue? 4

B 2021 Bl H12022

87% 90%

81% 81%

Median QoQ Revenue Growth Rate by Sector' 23

Cohort: US VC-Backed Tech Startups with $15-$50M in Annual Revenue
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Median EBITDA Margin by Revenue
Growth Rate Band™ 2
0%-50% 50%-100% 100%-200%

Q4 Q4 Q4 Q2 Q4 Q4 Q4 Q2 Q4 Q4 Q4 Q2
2019 2020 2021 2022 2019 2020 2021 2022 2019 2020 2021 2022

-38%

-67%
-68%

Observation: Costs take
longer to adjust relative to

Enterprise Software  Frontier Tech ~ Consumer Internet Fintech revenue changes.
Notes: 1) Cohort is US VC-backed tech companies. 2) Tech companies as defined by SVB’s proprietary taxonomy. 3) Annual revenue
calculated by multiplying quarterly run rate by four. 4) 2022 calculated using H1 2022 financial statements and projecting through end of

year based on current run rate.
Source: SVB proprietary data and SVB analysis.
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Slow Burn to Preserve
Near-Record Cash

After the dust settled from the initial phase of the COVID-
19 pandemic, the sentiment was: “We are going to be OK.”
Many tech companies experienced a boost from the shift
to remote work and record stimulus payments from the
federal government. In 2021, the intense competitiveness
of the venture market had investors preempting rounds,
making concessions on terms and offering larger check
sizes with expedited due diligence. Capital abundance
encouraged companies to raise more capital and, in turn,
hold more cash. At the start of 2022, US VC-backed tech
companies held more cash than they had at the start of
the COVID-19 pandemic; companies with $15M — $50M in
annual revenue held 32% more cash. This is fortunate as
we enter a downturn.

Based on the burn multiple analysis, companies are
burning more cash per dollar of net new revenue than they
have over the last five years. This results from two factors.
First, companies were expected to put capital to work to
grow. Second, revenue growth in 2022 slowed. This has
created a timing imbalance between cost cutting and
slowing revenue growth, presenting poorer fundamentals
in the near term. To reduce dependence on uncertain
equity markets, plotting a path to profitability is vital.

US VC-Backed Tech Companies Cash
Balances by Annual Revenue Band’:?

Median Cash Balance -1%
—p Change Q12020-Q1 2022 s .E s
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$0-$5M $5M-$15M $15-$50M $50M+

Proportion of US VC-Backed Tech Companies
with Improving EBITDA Margins QoQ by
Annual Revenue Band’
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US VC-Backed Tech Companies Cash
Runway by Sector' 3
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Enterprise Frontier Tech  |Consumer Internet Fintech
Software

US VC-Backed Tech Companies Net Cash
Burn Multiple' 3

Median Burn Multiple
Middle 50% of Companies

S S Net Cash Burn
Tp) [Te) Burn Multiple =
o © o ° o ol Net New Revenue
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° 8 ©@3Ig S92
D e~ < ~ S o« ¥
o M
M o
I' 0.0X LS 0.0X
$0-$5M $5M-$15M $15M-$50M $50M+ 2017 2018 2019 2020 2021 H12022
Notes: 1) Tech companies as defined by SVB’s proprietary taxonomy. 2) Annual revenue ) .
calculated by multiplying quarterly run rate by four. 3) Cashflow negative companies. State of the Markets: H2 2022 17

Source: SVB proprietary data and SVB analysis.



Cutting a Path to
Profitability

While spending was at near-record levels in Q1 2022, we
are starting to see signs of companies cutting back. When
we look at the aggregate payment volumes across select
expense categories, we see that all are decreasing. The
most significant decline is in ad spend, which is logical as
companies can easily dial this back without disrupting
business operations. It is far more difficult to cut payroll,
but this activity has spiked recently, which is a similar
story to public tech companies. Computing spend —
specifically cloud computing spend — is also falling. This
is notable as cloud computing spend tends to be a leading
indicator of revenue changes as usage can be adapted
quickly to demand. It should be noted that the impact
from spending cuts to EBITDA is shrouded by one-time
expenses, such as severance payments, which keep
EBITDA margins flat.

Our findings mirror recent headlines. The Information’s
subscriber survey’ released in July 2022 reveals 38% of
respondents are cutting marketing spend, 24% are cutting
enterprise software budgets, 46% are slowing hiring or
implementing hiring freezes, and 17% are making layoffs.

These measures generally mean a refocusing on the
fundamentals of the business. It creates an opportunity for
companies to focus on their core offerings and optimize
workflows to achieve greater efficiencies. With the war on
talent abating, companies have an opportunity to
galvanize their workforce with top talent. Together, these
dynamics mean companies can come out stronger.

svb

US VC-Backed Tech Companies Median
EBITDA Margin by Annual Revenue Band?
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Number of Tech Companies Reporting Layoffs
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US VC-Backed Tech Companies Indexed Aggregate Spend by Select Categories?

Payroll 153 Ad Spend
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Notable Vendors in Each Spend Category*
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Notes: 1) 715 respondents, majority of respondents work at private companies, in tech finance or media, and identify as
founders/executives. 2) Tech companies as defined by SVB’s proprietary taxonomy; annual revenue calculated by

multiplying quarterly run rate by four. 3) Aggregate value of all transfers to merchants in the category indexed to 100 in Q1
2021. 4) Left to right: ADP, Gusto, TriNet, Facebook, Google, Twitter, Amazon Web Services, Google Cloud and Datadog.

Source: SVB proprietary data, The Information, Layoffs.fyi and SVB analysis.
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No-PO but
Backlog Builds

The value of US VC-backed companies in recent
years has surged. In the last five years, tech
valuations at Series A and Series D have increased
by $28M and $972M, respectively, but nowhere has
the surge in valuations been more pronounced than
at IPO. The median IPO valuation has increased by
$2.5B over the last five years.

Macroeconomic uncertainty has led public market
investors to rationalize valuations. In turn this has
caused leadership teams to reevaluate their exit
timelines. For example, JustWorks withdrew its IPO
filing on July 13. As a result, only two US VC-backed
tech IPOs occurred in H1 2022 — a 91% decrease
compared to H1 2021.

When things do settle down, a significant stable of
US unicorns created by the 2021 surge in late-stage
capital will be ready. As of the end of Q2 2022, the
aggregate value of US unicorns was approximately
$2.3T, based on their last private-round valuation.
The median unicorn today has $108M in annual
revenue compared to just $18M for IPOs during the
dot-com bubble. This shows that today’s cohort is
more established and probably better prepared for
what lies ahead. When public markets do reopen,
we expect a flurry of activity at favorable prices.

svb)

Median Value Created’ by Stage for Prior US VC-Backed Tech IPO Cohorts?

2020 and 2021 IPO cohorts
$3.5B saw the largestincrease in
value between Series D and

Median Value Creation Through Series®
IPO due to unprecedented

$3.08 2020 IPOs 2021 IPOs The net value at IPO demand for tech stocks that
. ____—1 was~250Xthe net drove up the asset’s price.
$2.58 Series A > IPO | 145.3X | 248.2X EUE £k Series A
Series B > IPO | 60.7X | 82.1X
e SeriesC > IPO | 19.8X | 28.4X
. 2019 IPOs
$1.5B SeriesD > IPO | 9.0X | 8.7X 2021 IPOs
LPV > IPO | 2.4X | 1.4X 2020 IPOs
$1.08 IPO - 6/30/2022 | 0.6X | 0.5X
$500M \
- 2017 IPOs
$0

A B © D Last Private Valuation IPO June 30, 2022

Distribution of US Unicorn Value
by Time Since First Venture Round*

66%

Proportion of US Unicorns that
have over 18 months of runway

US VC-Backed Tech IPOs by Year

Il Aggregate Post-Money Valuation at IPO
® NumberoflIPOs

$543B

70

Increasing Pressure to Exit

91%

> 37

23% 31 @ Decline in
.\./ deals relative
to H1 2021

0.0-2.5yrs. 2.5-5.0yrs.  5.0-7.5yrs. 7.5-10.0 yrs. 10.0+ yrs.

Time Since First Venture Investment \2*'\

Notes: 1) Pre-money valuation (or market cap in the case of IPOs) net of all equity raised to date. 2) IPO on major US exchange. 3) Median
value created for a stage divided by median value created by IPO; median value created calculated as pre-money valuation for the round
less equity raised in all prior periods. 4) Unicorn data provided by PitchBook; includes US VC-backed companies that have reached and
maintained at least a $1B post-money valuation.

Source: PitchBook, S&P Capital I1Q and SVB analysis.
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Exit-Ready Companies
Waiting for Their
Opportunity

The hottest exit market in history — 70 VC-backed
companies went public on a major US exchange in 2021
— closed in 2022, in large part due to the public market
sell-off. For companies that went public in 2021 the
median decline in valuation was 56%." In addition to
lackluster pricing, the volatility index (VIX) is still 38%?2
above the market peak on January 3, suggesting that IPO
activity will remain muted since companies require a
certain level of price certainty to plan and execute an exit.
Although the IPO window is closed, the caliber of
companies that went public in 2021 is far higher than
those of the dot-com bubble (and subsequent crash). The
vast majority have significantly more revenue and are
priced much more reasonably (based on revenue
multiple). Not surprisingly, profitability is also much
healthier, although absolute cash burn is greater. EBITDA
margins are poorer due to the (prior) growth-at-all-costs
mantra touted by the innovation economy. For late-stage
companies growing at over 50% a year, the median
revenue multiple was 19X in 2021, while those growing at
less than 50% had a multiple of 11X.3

Public market tumult is also suppressing SPAC merger
activity, which is down 50% since Q2 2021. There are 587
SPACs currently looking for an acquisition target, 45% of
which will expire within 12 months. For context, there
were 184 closed mergers for the trailing 12 months, but
this includes a record Q3 2021. Based on 2022’s current
merger rate, approximately 100 closed deals would be
more probable.

svb

Aggregate Value of US VC-Backed Exits
by Type (Excluding Healthcare)?

2021 US VC-Backed Tech IPOs:
EV/NTM Revenue Multiple by Exit Year®

M&A [ PO M Buyout Il SsPAC ® Jan.1,2022 June 30, 2022
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1—53%
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$40B
$30B
$208
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US VC-Backed Tech IPOs: Key Financial Metrics
2000 vs. 20216

2020-2022 US SPAC Cohort Status, Expiration
Schedule and Annual Rate of Return’

@ Median Metric Middle 50% of Companies [ ] Median SPAC Annual Rate of Return
$318M 57X $224M 10% Number of SPACs Searching for Target
-3%
-17% Liquidated 7
o o
32X 35X $1851 Completed IR ——
-370 -1%
o O 37% :
Announced 111 -1% -3%
@
$76M
a1y $98M 14X 14X Sron
- 0,
@ $18M ® 5o 100%
$10M $4M @) 7%
2000 2021 2000 2021 2000 2021 2000 2021 SPAC Status H22022  H12023  H22023  H12024
Revenue Revenue Multiple Gross Profit EBITDA Margin “Searching” SPACs Expiration by Date

Notes: 1) Post-money IPO valuation to market cap on June 30, 2022. 2) As of August 15t,2022. 3) For US, VC-backed tech companies
revenue. 4) Public exits on major US exchan value defined as post-money valuation. 5) US VC-backed tech IPOs on major US exchanges. 6) US, VC-
backed information technology IPOs on any hange; using PitchBook-NVCA Venture Monitor Search Criteria for IPOs. 7) Assumes 24 months from IPO
to expiration. Cohort IPO years since 2020; assumes 24-month period to find a target.

Source: PitchBook, S&P Capital 1Q, SPACInsider and SVB analysis.
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Buyers Wart for US VC-Backed M&A Activity Acquisition Lines of Credit Issued in the US?2

Lower Prices @® Transaction Count B Total Transaction Value @® Debt Facility Count New Debt Amount Projected
400
2,500
350 Acquisition line of credit amount ()
The US VC-backed M&A market witnessed a robust period of @ = ./ -34% estimated to drop 71% in 2022;
activity starting in Q4 2020. Three out of the next five quarters 300 2 3 O~g% 2,000 while less extreme t“ha“ in 2008,
were high-water marks for the number of M&A deals closed. o ) = @) fhis could _Stt_'“ make SdQI:_larlf'”g
Yet as with IPO activity, the narrative changed in 2022 as 250 \ ,. 83 @ 1.500 acquisitions more ditficutt.
deal-making began to slow in response to tightening public 200 " i @ g 3 ® ’
markets. The slowdown so far has been most pronounced at = o -0 a3 @ o.
the late-stage with the number of deals over $100M 150 - 39 1,000 ( 1)
decreasing 43% YoY. The sentiment of potential buyers is one @
. . . o
of patience as they wait for prices to rebase. 100 & o 5 O ®
i , 5 5 P - 500 V4
Market downturns stress company financials and make 50 g o ...l.
fundraising more difficult, leading some to seek opportunities Al @, .‘.‘.’
through acquisitions. In 2021 acquirer “interest,” as gleaned 0 .l.l.l.'.‘.'. ol LU LT )
by acquisition lines of credit issued, was elevated, but has S o222 2222 8 888848~ 8K 8588388583 2cyFeegr2259Y
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conditions — the stresses of downturns often cause failure
rates to increase. However, the durability of the innovation Distribution of At Risk US, VC-Backed Tech Bankruptcies of US-Based Companies?
economy is much greater than in the past, with a relatively . 3 ) ) ) ) )
small fraction of companies “at risk.” CompanIeS by Revenue Band Il Private Companies [l Public Companies Recessions
. : 4 i 6,000
Ultimately, downturns offer an opportunity for many At Risk Bl NotAtRisk
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At-Risk Company Definition: 3,000
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96% 95% * Bottom quartile of their 2,000
revenue band cohort for
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companies to consolidate market share. Acquisitions offer
. . 5,000
the opportunity to consolidate technology and talent. 2 5X
Coupled with the efficiency gains from cutting expenses and .
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Revenue Bands

Notes: 1) Data based on M&A announcement date; only M&As with a non-zero transaction value are included; data for 2022 is interpolated
based on numbers as of 7/7/2022. 2) Data includes acquisition financing deals that were completed by companies located in the US; 2022
data is interpolated based on H1 numbers. 3) US VC-backed private tech companies with negative EBITDA margins using Q2 2022 financial
statements. 4) Data for 2022 is interpolated based on H1 numbers and is denoted “2022E.”

Source: S&P Capital 1Q, PitchBook, Mergermarket, SVB proprietary data and SVB analysis.
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A Soaring Dollar
Extends Runway

The US dollar (USD) is trading near a 20-year high relative to
other significant (by trade volume) currencies. The current
volatile geopolitical climate centered in Europe is putting
downward pressure on the euro. Conversely, rising rates in
the US and global public market volatility are driving
investors to “safe” assets such as US T-bills. The USD has
rallied, reaching parity with the euro on July 11.

The narrative from news headlines and earnings reports
typically emphasizes how a strong dollar negatively

impacts big tech, but for cash-burning private tech
companies a strong dollar is a boon. The currency exposure
of big tech companies skews toward being a net buyer of
dollars, due to the repatriation of foreign currency revenues.
This differs for the vast majority of US-based private tech
companies, as they are net sellers of USD by a 3:1 margin.
So, a strong dollar leads to improved EBITDA for 73% of US
tech companies that are net sellers of the dollar and, in turn,
extends cash runway.

Companies with a larger net long USD position (net seller)
relative to their revenue saw the most significant gains in
their profitability and cash runway, both of which are
beneficial given that the equity fundraising environment has
become more challenging. However, these companies

are equally exposed to the downside of foreign exchange (FX)
volatility. Just as they have experienced a 5%-10% increase
in runway due to positive FX movements, these companies
could similarly experience the same decline if the USD were
to reverse. This underlines the importance of a dynamic
hedging strategy.
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US VC-Backed Tech: FX Effects on EBITDAS

Percent change in company EBITDA resulting from the USD rally
over the last 18 months:

@ Median EBITDA Change Middle 50% of Companies
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Net Value of USD Sold as a Percent of Revenue

Select Currency Changes vs. USD During
Current USD Bull Run?
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US VC-Backed Tech: FX Effects on
Cash Runway (in Months)34

@ Median Runway Change Middle 50% of Companies

A comparable USD
gainin Q12021 would
have increased cash
runway by 3 months
for the typical
company. Today’s
current FX move is
less impactful
because the median
US tech company is
now burning 79%
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In Canada Cooler
Heads Prevall

The Canadian innovation economy has been growing,
epitomized by a 42% increase in deal activity in 2021.
Deals are also getting larger. In 2020 there were just two
deals over $100M. In 2021, this number jumped to 35
and, even with a tumultuous 2022, 14 deals over $100M
had closed by H1. As with the US ecosystem, companies
have increased their cash reserves in response to
increased uncertainty from the COVID-19 pandemic,
capitalizing on a robust fundraising environment that
offered “cheap” (less dilution due to rising valuations)
equity capital.

At the same time that companies were increasing cash,
they were also increasing their burn. EBITDA margins
became increasingly negative, ignoring a brief cost-
cutting period at the start of the pandemic. Given
companies could relatively “easily” raise more equity,
profitability fell to the wayside in favor of growth.
Companies, with their larger cash reserves, could be well
positioned to weather an extended downturn, providing
they are able to quickly cut spend to reduce burn.
Canadian companies have a long standing reputation for
being capital-efficient relative to their US and
international counterparts. On the ground, we are seeing
companies react. This will be essential to Canadian
companies, as investors take a pause and the power
dynamic swings from founders back to investors. We
expect to see significant improvement in EBITDA margins
over the next four quarters, as companies react to extend
runway in preparation for an extended downturn.
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VC-Backed Canadian Tech: EBITDA Margin
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VC-Backed Canadian Tech: Cash Balance
by Annual Revenue (USD) Band'
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$8.6M

$a.9M  $5.3M
— $4.4M- [$3.6M $4.2M $4.1M A °
: ® (] ()

o
()
2019 2020 2021 2022 = 2019 2020 2021 2022
0-$5M $5M-$20M

VC-Backed Canadian Tech: Cash Runway in
Months by Annual Revenue (USD) Band™2
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Notes:1) Tech companies as defined by SVB’s proprietary taxonomy; annual revenue calculated using quarterly run rate

and multiplying by four. 2) For negative cash flow companies.
Source: PitchBook, SVB proprietary data and SVB analysis.
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Disclaimers

1. The material contained in this document, including without limitation the statistical information herein, is provided for informational purposes only
and is not intended to forecast or predict future performance or events, including in relation to the performance and outlook of SVB Financial
Group and its subsidiaries. The material is based in part upon information from third-party sources that we believe to be reliable, but which has
not been independently verified by us and, as such, we do not represent that the information is accurate or complete. This 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.

2. All credit products and loans are subject to underwriting, credit, and collateral approval. All information contained herein is for informational and
reference purposes only and no guarantee is expressed or implied. Rates, terms, programs and underwriting policies subject to change without
notice. This is not a commitment to lend. Terms and conditions apply.

3. SVB Private is a division of Silicon Valley Bank. Banking and loan products and services are offered by Silicon Valley Bank. Loans and credit cards are
subject to credit and/or collateral approval. Financing is available and varies by state. Restrictions may apply.

4, SVB Securities is a member of SVB Financial Group. Products and/or services offered by SVB Securities LLC are not insured by the FDIC or any other
federal government agency and are not guaranteed by Silicon Valley Bank or its affiliates. SVB Securities LLC is a member of FINRA and SIPC.

5. To execute your wealth plan we work with third-party, unaffiliated specialists in the areas of Tax, Insurance and Trust & Legal Services. Founders

Circle Capital is a third party and not affiliated with SVB or SVB Investment Services, Inc. Silicon Valley Bank does not have a direct relationship with
Founders Circle Capital (FCC) and has no responsibility or affiliation. Silicon Valley Bank, as a member of SVB Financial Group, has an indirect
financial interest in FCC and, as a result, has an indirect interest in making client referrals to FCC. FCC is a registered investment advisor and is not a
bank or member of the Federal Reserve System.

6. All companies listed throughout this document, outside of Silicon Valley Bank, and the related entities, non-bank affiliates and subsidiaries listed on
this “Disclaimer” page are an independent third parties and are not affiliated with SVB Financial Group.
7. SVB Asset Management, a registered investment advisor, is a non-bank affiliate of Silicon Valley Bank and a member of SVB Financial Group. SVB

Securities is a non-bank affiliate of Silicon Valley Bank and a member of SVB Financial Group. Member FINRA and SIPC.
SVB Investment Services is a registered investment advisor, non-bank affiliate of Silicon Valley Bank and a member of SVB Financial Group.

8. Wealth planning and investment and stock option strategies are provided through SVB Investment Services, Inc., a registered investment advisor,
and non-bank affiliate of Silicon Valley Bank.
9. Foreign exchange transactions can be highly risky, and losses may occur in short periods of time if there is an adverse movement of exchange rates.

Exchange rates can be highly volatile and are impacted by numerous economic, political and social factors as well as supply and demand and
governmental intervention, control and adjustments. Investments in financial instruments carry significant risk, including the possible loss of the
principal amount invested. Before entering any foreign exchange transaction, you should obtain advice from your own tax, financial, legal and
other advisors and only make investment decisions on the basis of your own objectives, experience and resources.

10. Any predictions are based on subjective assessments and assumptions. Accordingly, any predictions, projections or analysis should not be viewed
as factual and should not be relied upon as an accurate prediction of future results.
11. This document is not disclosure by SVB Financial Group and does not convey any information about SVB Financial Group or its performance.

Accordingly, it should not be considered in any way with respect to investment decisions regarding securities of SVB Financial Group. For
information on SVB Financial Group refer to our website at www.svb.com.

Investment Products:

Are not insured by the FDIC or any Are not deposits of or

other federal government agency guaranteed by a bank May lose value
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Disclaimers

1. Silicon Valley Bank is an authorized foreign bank branch under the Bank Act (Canada).

2. SPD, SHANGHAI PUDONG DEVELOPMENT BANK, and ;& & fR17BPR/A S are trademarks, separately and in combination, of Shanghai Pudong
Development Bank, Ltd. in China, and are used under license. SPD Silicon Valley Bank is a Sino-U.S. joint-venture bank of Silicon Valley Bank, the
California bank subsidiary and commercial banking operation of SVB Financial Group, and Shanghai Pudong Development Bank.

3. Silicon Valley Bank UK Ltd is not licensed to undertake banking business in Denmark or to undertake any other regulated activity in Denmark.

4, Silicon Valley Bank UK Limited is registered in England and Wales at Alphabeta, 14-18 Finsbury Square, London EC2A 1BR, UK (Company Number
12546585). Silicon Valley Bank UK Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority
and Prudential Regulation Authority (Firm Reference Number 543146).

5. Silicon Valley Bank Germany Branch is a branch of Silicon Valley Bank.

6. Silicon Valley Bank, a public corporation with limited liability (Aktiengesellschaft) under the laws of the U.S. federal state of California, with
registered office in Santa Clara, California, U.S.A. is registered with the California Secretary of State under No. C1175907, Chief Executive Officer
(Vorstand): Gregory W Becker, Chairman of the Board of Directors (Aufsichtsratsvorsitzender): Beverley Kay Matthews.

7. 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):Phillip Lovett, Dayanara Heisig.
8. Silicon Valley Bank, Silicon Valley Bank UK Ltd and SVB Financial Group UK Limited are not licensed in Ireland to undertake banking business in

Ireland or to undertake any other regulated activity in Ireland. SVB Financial Group UK Ltd. is registered in England and Wales at Alphabeta, 14-18
Finsbury Square, London EC2A 1BR, UK under No. 5572575.

9. SVB Israel Advisors Ltd. is a subsidiary of SVB Financial Group. Neither SVB Israel Advisors nor SVB Financial Group is licensed to conduct banking
business or provide other financial services in Israel and neither engages in unlicensed banking activities. Banking services are provided by Silicon
Valley Bank, a member of FDIC. Silicon Valley Bank is not supervised by the Supervisor of Banks in the Bank of Israel but by the US Federal Reserve
Bank and the California Department of Financial Protection and Innovation (DFPI)..

10. If you no longer wish to receive marketing communications from SVB Financial Group or Silicon Valley Bank, you may unsubscribe. Read about our
Privacy Policy. If you have any questions or concerns about our privacy policies, please contact us by email privacy@svb.com.

2022 SVB Financial Group. All rights reserved. SVB, SVB FINANCIAL GROUP, SILICON VALLEY BANK, SVB SECURITIES, SVB PRIVATE, SVB CAPITAL 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 (Nasdaq: SIVB).
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About SVB

SVB is the financial partner of the innovation economy,
helping individuals, investors and the world’s most
innovative companies achieve their ambitious goals.
SVB’s businesses — Silicon Valley Bank, SVB Capital,
SVB Private and SVB Securities — together offer the
services that dynamic and fast-growing clients require
as they grow, including commercial banking, venture
investing, wealth planning and investment banking.
Headquartered in Santa Clara, California, SVB operates
in centers of innovation around the world. Learn more
at svb.com/global.

% www.svb.com
y @S\VB_Financial

in Silicon Valley Bank

ﬂ @SVBFinancialGroup

See complete disclaimers on previous pages.
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