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Welcome to the Q4’19 edition of Venture Pulse — KPMG Private Enterprise’s
quarterly report highlighting the key issues, trends, and opportunities facing
the VC market globally and in key jurisdictions around the world.

VC investment globally remained steady in Q4’19 despite a number of market
challenges ranging from the ongoing trade tensions between the US and
China, the uncertaintyleading up to the December general election in Britain,
and the continued weakness of China’s economy. While significantly lower
than the record-setting level of VC investment seen in 2018, total annual VC
investment globally remained higher than every other year on record.

Despite a small decline in VC funding year-over-year, the US continued to
dominate the VC market globally, accounting for more than half of the VC
investment seen during 2019. After breaking 2018’s record annual high of
VC investment at the end of Q3’19, Europe continued to see solid levels
of investment to finish off the year. Asia remained the primary weak spot
in the VC market globally, with a massive year-over-year decline in VC
investment and a smaller decline in the number of VC deals.

At a sector level, VC investment worldwide continued to diversify. Fintech
continued to be one of the hottest areas of investment, in addition to
autotech, biotech, mobility and logistics, and food delivery. At a
technology level, artificial intelligence, automation, deeptech, and B2B
solutions all received significant interest from VC investors.

Heading into 2020, the VC market is expected to remain relatively steady in
Q1°20, with areas such as Al, biotech, and fintech remaining very hot. Despite
some mixed results, the IPO market could see an uptick as companies look to
exit in advance of the US Presidential election. The election is likely to drive
some uncertainty — particularly in the second half of the year.

In this quarter’s edition of Venture Pulse, we examine both annual and
Q4’19 VC market results, in addition to delving into a number of global
and regional trends, including:

— The increasing focus of investors on the unit economics of consumer-
focused businesses

The growing diversity of unicorns

The strength and increasing maturity of Europe’s VC market

The heightening focus of VC investors on Latin America

We hope you find this edition of Venture Pulse insightful. If you would like
to discuss any of the results in more detail, please contact a KPMG
Private Enterprise adviser in your area.

Throughout this document, “we”, “KPMG”, “KPMG Private Enterprise”, “us” and “our” refer to
the network of independent member firms operating under the KPMG name and affiliated
with KPMG International or to one or more of these firms or to KPMG International. KPMG
International provides no client services. No member firm has any authority to obligate or
bind KPMG International or any other member firm vis-a-vis third parties, nor does KPMG
International have any such authority to obligate or bind any member firm.

Unless otherwise noted, all currencies reflected throughout this document are US Dollar

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated.
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Despite a decline in the number of deals, VC investment globally remained strong in Q4’19. While
2019’s total VC investment fell sharply compared to 2018’s record-shattering $301.5 billion, VC
investment remained significantly higher than all previous years.

VC investment in the Americas and US remains strong despite small dip compared to 2018
The US continued to lead the globe in terms of VC investment during 2019. Despite a small dip year-
over-year, both the total number of VC deals and the total amount of investment remained very robust.
The broadening of the VC market outside of Silicon Valley helped propel this increasingly diverse US
market, with a number of cities attracting large VC investments during Q4’19.

VC investment across the Americas was also strong, with Brazil, in particular, seeing a significant
amount of VC funding, two new unicorn births (Wildlife Studios, EBANX), and growing interest from VC
investors during Q4°19.

Banner year for VC investment in Europe

For the third straight year, Europe set a new annual record for VC investment. After a record quarter of
investment in Q3'19, VC investment remained robust in Q4’19. Countries across Europe saw large
investments. In addition to the UK, Germany, and Israel — the Netherlands, France, and Lithuania all
attracted at least one $100 million+ deal. The increasing deal sizes speak to the growing maturity of the
VC market across the region.

VC investment in Asia remains weak, despite two $1 billion mega-deals

VC investment in Asia remained relatively weak in Q4'19, despite $1 billion funding rounds to Beike in
China and PayTM in India. Compared to 2018 results, VC investment in Asia dropped more than 42
percent, in part due to the lack of massive mega-deals in China throughout 2019. Despite some political
uncertainty in Hong Kong, the Hong Kong Stock Exchange (HKSE) showed some buoyancy, lifted by
the secondary listing of Alibaba in November, a move that raised $11 billion in the HKSE’s largest listing
since 2010%.

Fintech continues to be a hot area of investment in all regions of the world

Fintech was one of the hottest sectors of investment globally in Q4’19, led by India-based PayTM’'s $1
billion raise. Digital bank Chime led fintech investment in the US with a $500 million Series E funding
round in December, while Brazil-based cross-border payments company EBANX achieved unicorn
status in October. In Europe, three of the top ten deals in Q4’19 were fintech related Rapyd ($104m),
and Israel-based CreditStacks ($110m). China-based WTOIP International also raised $224 million in
Q4'19.

Outside of fintech, VC investments were highly diversified in many regions of the world. In Asia, top
deals touched a myriad of sectors, such as real estate, fintech, automotive, construction, training, and
biotech. In the Americas and the US, VC investment was widespread across sectors, from food delivery
to B2B services, and from fintech to logistics. In Europe, the largest investments were strongly fintech
focused, although B2B companies also gained significant traction from investors.

1 https://mww.marketwatch.com/story/alibaba-shares-jump-8-in-debut-on-hong-kong-stock-exchange-2019-11-26
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Five-year decline in first time financings

Since reaching a peak of 8,088 in 2014, the number of first-time venture financings globally has dropped
for five years — reaching a low of 5,878 in 2019. While recent declines partly reflect the tendency of VC
investors to focus on later stage deals over earlier stage deals, the decline in first-time financings likely
also reflects the broadening opportunities to access capital available to startups. For example, family
offices have become an increasing source of capital for startups in both Europe and Asia.

VC investors cautious, focusing on unit economics and profitability

In the wake of several disappointing IPO results for large consumer-focused technology companies, VC
investors have grown more cautious with their funding, increasing their scrutiny of corporate business
models and expected profitability. In the case of customer-focused businesses, VC investors are
focusing more intently on unit economics, the ability of a company to make a profit at the individual
transaction level.

Following on Uber splitting out its financial reporting for five of its business segments, VC investors are
beginning to ask for the same level of transparency from other companies with multiple revenue
streams. This is likely to enhance the ability of VC investors to determine whether companies can
compete with others in specific areas. Companies unable to provide such a level of detail may find it
difficult to attract funding in the future or to conduct a strong IPO.

Record number of unicorn births in 2019

Although the number of new VC-backed unicorns, companies valued at $1 billion and above — dropped
quarter-over-quarter from 35 in Q3’19 to 22 in Q4°19, the year saw a record number of unicorn births,
with 110 new unicorns created globally in 2019. The US accounted for more than two thirds of these
unicorns, with 71 in total and 15 in Q4’19 including Ripple, Bright Health, Duolingo, Scopely, and Next
Insurance.

Unicorn births were not limited to key VC markets like the US, UK, Germany, China, and India. Europe,
saw companies from a growing number of countries gaining unicorn status, including Israel (Lightricks),
Lithuania (Vinted), Luxemburg (OCsiAl), France (Meero, Doctolib), Spain (Glovo), Sweden (Northvolt),
and Switzerland (Numbrs, Acronis). Overall, Europe set a new record, with 18 new unicorns in 2019
compared to 10 in 2018 and only 3 in 2017.

Brazil showcased its growing importance in the Americas with a record 4 unicorn births in 2019,
including QuintoAndar, Loggi, EBANX, and Wildlife Studios. Canada also saw 2 new unicorns (Coveo,
Nuvei), both in Q4'19.

IPO exits continuing despite mixed results

IPO exits remained strong throughout 2019, particularly in the US. More than thirteen unicorns in the US
issued IPOs during the year, including ride-sharing competitors Uber and Lyft, both of which had less
than stellar IPO and post-IPO results2.

Despite mixed results, there continued to be a significant amount of pressure to exit from VC investors
and other stakeholders during 2019. While startups continued the trend of staying private longer, there
has been a large surge of mature companies ready and able to exit. VC investors in a number of these
companies have also reached their 10-year fund horizons; this has increased their desire to bring return
to their investors.

2 https://iwww.wsj.com/articles/a-decade-of-unicorns-ends-with-a-little-less-magic-11576630801

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC
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The desire to allow early employees to cash out and gain benefit from their equity awards has also lit a
fire beneath companies considering exit options. Companies have also begun to consider direct listing
options as a means to create liquidity. Following on Spotify’s direct listing in 2018, unicorn company
Slack issued a direct listing in 2019. Other mature startups could follow suit in 2019.

Corporate VC investment still robust

Globally, corporate VC investment remained quite strong in all jurisdictions, a trend not expected to
relent anytime soon, barring a significant market correction. Companies across every sector are seeing
a need for digital transformation, are looking to diversify their business model, and are looking to obtain
the learnings offered by different startups as a mechanism to drive their own capabilities forward.
Corporate VC investment is expected to continue across a humber of areas, including adjacent
investments as a means to broaden service or product offerings. For example, Paypal’s acquisition of
online coupon company Honey Science for approximately $4 billion in November is expected to extend
Paypal’s reach beyond its core payments function3.

Trends to watch for globally

Looking ahead to 2020, political and economic uncertainty is expected to remain fairly high in several
regions as a result of ongoing Brexit concerns, the continued US-China trade war, and more localized
challenges in a number of jurisdictions. The November 2020 presidential election in the US could also
cause some pullback toward mid-year as investors wait out the election cycle, although the election
could also drive an uptick in early year IPOs from companies interested in exiting prior to the election.
Fintech, Al, biotech, and B2B services are expected to remain hot areas of VC investment.

Over the next few quarters, there is also expected to be an increase in interest from VC investors for

collaborative economy platforms based around specialized industries, such as RigUp, which provides a
platform for recruitment and talent management for oil rigs.

3 https://finance.yahoo.com/news/paypal-acquires-honey-science-boosts-130801177.html

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 6
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Global venture financing
2012-Q4'19
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Source: Venture Pulse, Q4'19. Global Analysis of Venture Funding, KPMG Private Enterprise. Data provided by PitchBook, 1/15/20. Note: Refer to
the Methodology section on page 97 to understand any possible data discrepancies between this edition and previous editions of Venture Pulse.

“Globally, | don’t think we’'ve come close to the potential for Al as of yet. There is definitely growing
interest from VC investors across most of the world for Al solutions and for different elements within Al,
such as machine learning. While 2020 could be a slower year than 2019 due to a number of global and
regional economic and political factors, Al is likely to continue to be high on the radar of investors.”

- Jonathan Lavender
ey Global Chairman, KPMG Private Enterprise

KPMG International

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC
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Global median deal size ($M) by stage
2012-2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC
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Global median deal size ($M) by series
2012—-2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

The conversation around venture financing sizes and valuations has changed irrevocably due to a radical
reshaping of the ecosystem’s size and inflows of capital. With capital commitments flooding into multiple venture
funds for several years straight, it'll take some time for the investment cycle to play out any subsiding in fund
sizes. Consequently, medians ended 2019 on a high note, notching records across every single series.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 9
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Global median pre-money valuation ($M) by series
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 10
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Global deal share by series Global deal share by series
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

It's too early to say, but 2019 could mark a high tide in terms of how much money is still concentrated in the
existing and brand-new unicorn population, as companies such as SpaceX or the We Company rake in mid-
alphabet-denominated venture rounds in the hundreds of millions. Given how returns on many now-public
unicorns have not been as stellar as hoped for, a rebalancing could kick off in 2020.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 11
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Global financing trends to
VC-backed companies by sector
2013-2019*, number of closed deals
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.
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APAC holds Steady

Financing of VC-backed companies by region
2013-2019*, number of closed deals
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 13
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Financing of VC-backed companies by region
2013-2019*, VC invested ($B)
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

“It's been a smashing year for VC investment in Europe. Given the broad range of economic
challenges — whether Brexit, Germany’s economic challenges, or other local issues — it’s pretty
clear that Europe has been very resilient. VC investment reached a significant new annual high, with
increasing average deal sizes and much broader investment across the region.”

Kevin Smith
X Co-Leader, KPMG Private Enterprise Emerging Giants Network, KPMG International
and EMA Head of KPMG Private Enterprise

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 14
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Corporate VC participation in global venture deals
2012-Q4'19
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. Data provided by PitchBook, 1/15/20.

Note: The capital invested is the sum of all the round values in which corporate venture capital investors participated, not the amount that
corporate venture capital arms invested themselves. Likewise, the percentage of deals is calculated by taking the number of rounds in which
corporate venture firms participated over total deals.

After the puzzling dip in the first quarter of 2019, corporate participation climbed back to surpass prior historical
highs, hitting a staggering near 30 percent in the final quarter of the year. Moreover, aggregate deal values stayed
roughly steady throughout the entire year, hovering around $30 billion per quarter.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC
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Global first-time venture financings of companies
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

“Looking into 2020, there is likely going to be a lot more scrutiny on the unit economics of startups
in the future, with investors looking for companies to really prove the profitability of individual
transactions. In order to get funding or hold a successful exit, companies will need to be very
transparent around all aspects of their business model and have their financial house in order.”

Y David Pessah
s Senior Director, KPMG Innovation Labs

KPMG in the US

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 16
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Unicoms end year down

Global unicorn rounds
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. Data provided by PitchBook, 1/15/20.

Note: PitchBook defines a unicorn venture financing as a VC round that generates a post-money valuation of $1 billion or more. These are
not necessarily first-time unicorn financing rounds, but also include further rounds raised by existing unicorns that maintain at least that
valuation of $1 billion or more.

After a downturn in volume, and the record quarters of Q2 and Q4 2018, 2019 was relatively quieter until Q3 saw
multiple unicorns close well over 70 rounds of funding. Another steep downturn followed, however, potentially driven
by sentiment shifts as negative headlines around the We Company and unicorns’ public markets’ performance
swirled. But thus far, even if fewer are able to, those that can raise are still commanding large sums. Additional time
and evidence to see if those bets will pay off is required before we’'ll see a significant shift in investor behavior.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC
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Global venture-backed exit activity
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. Data provided by PitchBook, 1/15/20.

An important change in Venture Pulse methodology must be noted one last time, given the significant trend
differences. Although exit volume remains largely the same, the shift in exit values is due to the fact that
PitchBook now utilizes IPO pre-valuations in the stead of IPO offering sizes. That is one of the drivers of how
much more liquidity was achieved in the past two years; unicorns are now finally going public and reaping hefty
valuations. That said, many are not as high as they once were earlier in the year, given difficulties in posting
positive numbers that suggest a clearer pathway to profitability. Accordingly, without additional unicorns going
public, exit values declined to a level more in line with historical tallies.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 18
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Global venture-backed exit activity Global venture-backed exit activity
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

At nearly $255 billion, the total exit value achieved by VC-backed startups going public in 2019 fell shy of the record haul
in 2018 of $269.3 billion. However, volume was reasonably strong, if not as hefty as in 2014 and 2015, which boded
well for a time for the venture ecosystem on the whole. Some concerning signs remain for investors and companies,
namely the volatility in market prices some unicorns have experienced to date. That said, it will take additional time to
render a complete verdict on their performance; in the meantime, investors and those businesses looking to go public
are remaining more cautious and diligent.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC
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Global venture fundraising
2012-2019*

2012 2013 2014 2015 2016 2017 2018 2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

2019 recorded just over 450 closed venture funds for a hefty $76.4 billion in committed capital. Those are historically
healthy tallies, although the lowest annual total of closed funds since 2013. Fund sizes have tilted larger, largely in
response to the reshaped economics of the entire global venture cycle in the past decade, as a matter of course. More
importantly, what these larger funds and the massive $230 billion that has been pledged to VC funds in the past three
years alone signify is that there is plenty of fuel for the investing cycle to continue spinning onward for the foreseeable
future.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 20



E% Oy

Private Enterprise Global us Americas | Europe Asia

FArSEIMe TUnds Stay Steady Involume

Global venture fundraising (#) by size Global first-time vs. follow-on venture
2012-2019* funds (#)
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

Although not at the levels seen before, first-time funds did account for at least over 10 percent of all global venture
fundraising in 2019. Such a trend is important as first-time funds typically are smaller and target earlier stages,
enabling a more even supply of capital to flow across smaller ecosystems and thereby invigorating the entire VC
stack and supply of companies, rather than leading to over-concentration of capital in only fewer and larger
businesses.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
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Top 10 global financings in Q4'19

o The We Company — $6.55B, New York e Bright Health — $635M, Minneapolis
Real estate technology Life & health insurance

Corporate

Tenglong Holding Group — $3.7B, Beijing a

Systems & information management
Series A

Paytm — $1.7B, Noida, India

Financial software
Series G

Beike (Real Estate) — $1B, Beijing

Real estate technology
Late-stage VC

DoorDash — $700M, San Francisco

Restaurant technology
Series G

Series D

Deliveroo — $575M, London

Restaurant technology
Series G

Udaan — $500M, Bangalore

Business software
Series D

Magic Leap — $500M, Plantation, FL

Virtual reality
Series E

Chime (Financial Software) — $500M, San
Francisco

Financial software
Series E

Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. Data provided by PitchBook,
1/15/2020.
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VC investment in the US remained strong in Q4°19, bringing a positive end to the country’s second best
year of VC investment ever next to 2018. Despite the resonating impact of the WeWork debacle and
some loss of confidence with respect to unicorn IPOs, there continued to be a ton of dry powder in the
market which helped fuel deal-making.

Diversity of VC investments helping spur US VC market

VC investment in the US was robust across many different sectors and technology verticals. Fintech,
food delivery, B2B services, automation and RPA: these and a number of other areas all attracted
significant investments in Q4’19. Continuing a longer-term trend, food delivery continued to attract large
investments, with DoorDash raising $700 million in Q4°19. Fintech also remained very hot with Chime
raising $500 million during the quarter, Robinhood raising $373 million, and Next insurance raising $250
million.

The geographic diversity of VC investments in the US also continued to expand well beyond Silicon
Valley in Q4’19, with companies from New York, Seattle, Portland, and Austin attracting large.

Investors increasing scrutiny of potential deals

In Q4’19, VC investors in the US remained focused on late-stage deals and on companies with strong
and well-proven business models. Given recent IPO results and the fallout from WeWork’s failed IPO,
VC investors confidence has degraded somewhat. As a result, they are only expected to increase their
scrutiny of potential deals, becoming more circumspect with where they invest, conducting more due
diligence, and looking at the unit economics related to customer-focused companies — such as food
delivery or ride-hailing companies.

Fintech opportunities expanding scope, continue to attract investments

Fintech investment in the US continued to be strong in Q4’19 — a trend expected to continue for the
foreseeable future. The fintech industry as a whole is very large, with growing opportunities for
investment on both the customer-facing side and on the enterprise side. One area of particular interest
in 2019 has been on the middleware layer of banking processes, whereby startups are providing banks
with opportunities to expand their service offerings while banks are providing startups with opportunities
to grow much faster than they would on their own.

The US saw 71 new unicorns during 2019, including 15 in Q4’19 — including Vroom, Dataiku, You and
Mr. Jones, Guild Education, and Bright Health. New unicorns have cropped up in may regions. While
Silicon Valley continued to drive the majority of new unicorns, other cities like Austin, Pittsburgh,
Denver, Buffalo, Portland, and Raleigh, also saw companies attain unicorn status this quarter.

% US sees more unicorn births than ever before

The growing diversity of locations able to grow unicorns speaks to the growing diversity of US startup
hubs and the work many cities are undertaking in order to build up their innovation and startup
ecosystems.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 24
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Corporate VC investment continues apace

Corporate VC investment in the US continued to be relatively strong, with corporates both investing
domestically and globally in order to expand their product or services offerings, extend their reach, or
improve their internal or customer-facing operations.

There has also been an increasing trend of corporates investing in or purchasing companies in adjacent
areas in order to expand the services they can provide to their customers. This is true of both traditional
corporates and mature startups alike. For example, in Q4’19, PayPal acquired Honey Science — an
online coupon company for $4 billion. It is expected that this acquisition will allow PayPal to take
advantage of Honey Science’s data analytics tools and offerings to provide more value to their clients.

IPO activity remains strong in US despite mixed results

Unicorn companies that issued IPOs in 2019 have had very mixed results. Despite this fact, there
continued to be a significant push towards exits right to the end of 2019 — a trend expected to last into
the early part of 2020. This push likely reflects the continued backlog of mature companies that have
remained private, the desire of VC funds to give return to their investors, and the increasing pressure on
companies to give their employees with shares some liquidity. With a US presidential election looming in
November 2020, it is expected that companies will either move to exit within Q1 or Q2’20 or hold back
until after the election.

On the IPO front, the mixed results seen by unicorn companies to date have significantly increased the
attention companies are getting from a due diligence perspective, with investors honing in on
companies’ business models, paths to profitability, and unit economics. Companies that want to issue
IPOs will likely spend more time getting their financial house in order prior to IPO filing in order to
enhance their chances of success.

Rise in collaborative productivity platforms

Over the last quarter, collaborative economy platforms gained some steam, particularly as they relate to
specialized industry offerings. For example, Austin-based RigUp, a talent management platform focused
on the energy industry, raised $300 million in Q4°19. It is expected that this investment will likely raise
interest in other niche productivity and workforce management platforms focused on other complex or
nice industries.

Trends to watch for in the US

Heading into 2020, VC investment is expected to remain hot in areas related to fintech, artificial
intelligence, and RPA. Corporate VC investment is also expected to remain robust, with a continued
focus on adjacency investments in addition to other strategic investments. VC investor interest in
consumer-focused companies could drop off somewhat until there is more certainty around whether the
unit economics of businesses such as Uber, Lyft, and food delivery companies can be profitable.

With the number of first-time venture financings continuing to drop, the US could see an uptick in venture
investments by family offices. With less confidence yet still a significant amount of dry powder at their
fingertips, traditional VC investors are expected to remain focused on late-stage and follow-on deals.

In Q1°20, it is expected that companies, particularly unicorns, looking to issue IPOs will spend more time
pre-IPO on improving their financial positions, putting their operations in order, and ensuring their unit
economics are attractive. Despite market challenges, IPOs could see an uptick to start the year as
companies look to exit prior to the US presidential election.
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Venture financing in the US

2012-Q4'19
$50 3,500
$45
3,000
$40
$35 2,500
$30
2,000
$25
1,500
$20
T -
Huihhnmih
I I I I I I 500
$5
$0 0
1Q2Q3Q4Q1Q2Q3Q40Q10Q2Q3Q4Q10Q2Q3Q40Q1Q20Q3Q4Q1Q20Q3Q4Q1Q20Q3Q4Q1Q2Q3Q4Q
2012 2013 2014 2015 2016 2017 2018 2019
= Capital invested ($B)  ==# of deals closed = === Angel/Seed Early VC Later VC

Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. Data provided by PitchBook, 1/15/20.

The final quarter of 2019 saw a rally in aggregate venture invested, ending the year on a higher note despite a
precipitous plunge in deal volume recorded at the start of the year. Granted, that volume may creep up somewhat
given lags in private markets data collection, but the more important note is just how robust 2019 was overall for
the US venture ecosystem. Both dollars invested and activity were remarkably strong, nearly at record highs.

“The continued investment in fintech is particularly interesting. The ongoing increase in disposable
income of the millennial generation is generating significant demand for the services of these
companies. This is driving more and more investment regardless of the multiple regulatory barriers

that may need to be overcome”

Conor Moore
Co-Leader, KPMG Private Enterprise Emerging Giants Network, KPMG International and
e National Co-Lead Partner, KPMG Venture Capital Practice,

KPMG in the US

Er

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
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[Nne late-stage finlly slides

Median deal size ($M) by stage in the US
2012—-2019*
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2012 2013 2014 2015 2016 2017 2018 2019*
=0=Angel/seed =O—Early stage VC == Later stage VC

Up, flat or down rounds in the US

2012-2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.
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Median deal size ($M) by series in the US
2012—-2019*

2017 2018

=0=Seed =0- Series A == Series B

(7
&

2012 2013 2014 2015 2016 2017 2018 2019*
=0=Series C =0 Series D+

Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

Note: Figures rounded in some cases for legibility.
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RECOrd valations abound

Median pre-money valuation ($M) by series in the US
2012-2019*

2012 2013 2014 2015 2016 2017 2018 2019*
=0=Seed =0-Series A == Series B

2012 2013 2014 2015 2016 2017 2018 2019*
=0—Series C =—0— Series D+

Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

Note: Figures rounded in some cases for legibility.

Private valuations remain at near-unprecedented highs, similar to, if not eclipsing, those seen in the dot-com
mania, across the entire US as 2019 wound down. The profundity of available capital will likely continue to prop up
valuations to, if not the records seen this year, at least equally strong or historically robust levels for some time to
come. Again, it's important to note that many of these valuations are rooted in vastly increased addressable
market sizes and finally realized technologies plus use cases, and are more valid than some may deem.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 29
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Deal share by series in the US Deal share by series in the US
2019*, VC invested ($B) 2018, VC invested ($B)
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® Angel/seed
m Series A

= Series B
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC

30



KPMG

Private Enterprise

ek

Global

R TR A

us Americas | Europe Asia

RECOrdvolume In healthcare

Venture financing by sector in the US
2014-2019*, number of closed deals
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

Boosted by significantly strong macro drivers, healthcare services, systems, devices and supplies recorded record
levels of investment volume in 2019, closing out the decade strong.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated.
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Corporate participation in venture deals in the US
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. Data provided by PitchBook, 1/15/20.

Finishing 2019 strong after logging a plateau for four quarters in participation rates, corporate players remain an
integral part of the current venture ecosystem, arguably even more so than in the past. Although the classic
models of CVC have not changed much over the past decade, as more and more companies have engaged,
future strong participation appears likely.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 32
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First-time venture financings of companies in the US

2012-2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

First-time funding finished 2019 strong at no less than $10.9 billion invested across a remarkably consistent
2,766 transactions. If anything, that number may rise slightly as additional data is collected. Although even
the first-time funding climate has doubtless been heated up by the surpluses of capital pouring into the entire
VC ecosystem, it's worth noting that given advances in foundational technologies, not only is it arguably
cheaper to start companies than ever before, but with enough funding businesses, can expand more rapidly
than seen in the past. Thus, a new paradigm has emerged in the first-time financing ecosystem wherein
those that can successfully raise not only have access to more capital than before but also are looking to
raise more to successfully scale and compete in the current market environment.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
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Venture-backed exit activity in the US
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. Data provided by PitchBook, 1/15/20.

After peaking in value and volume in the second quarter of 2019, thanks to Uber’s IPO among others, the US saw
a sharp decline in exits unmatched on a quarterly basis in the past eight years. It is hard not to attribute this in part
to the volatility and difficulties experienced by the most richly valued unicorns as they continued to trade in much
more transparent and unforgiving public markets.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
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Venture-backed exit activity (#) by Venture-backed exit activity ($B)
type in the US by type in the US
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

The bevy of unicorns that went public in 2019, whatever their later troubles, propelled exit values via that route to
a new high for the decade, even outstripping Facebook’s debut in 2012. It's worth noting that even one year isn’t
necessarily enough to render a verdict on all but the most troubled unicorns’ business performance, Consequently
although this year is likely to remain an outlier, should some exhibit a turnaround, more may follow suit eventually.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
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Venture-backed exit activity (#) by sector in the US
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC

36



KPMG | A | A | il | el | <o >

Private Enterprise Global us Americas | Europe Asia

Amore moderate year

US venture fundraising
2012-2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

After a record haul in terms of dollars committed and a near-record high in volume in 2018, 2019’s numbers seem
more down than they actually are. Compared to the full decade, the $48.4 billion committed was remarkably high,
and volume wasn’t too far off the 300+ funds closed in 2017. That said, given just how much capital has flowed
into fund managers’ coffers over the past four years in the US, the fundraising cycle could moderate somewhat as
limited partners hit their target allocations to alternative investments in general.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
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Venture fundraising (#) by size in First-time vs. follow-on venture funds
the US (#) in the US
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

After tilting nigh-inexorably to favor larger fundraises over the past eight years, 2019 recorded proportions of
volume by fund size ranges that held relatively steady to 2018. Taking this consistency with a grain of salt, it could
well be a sign of market equalization as supply-and-demand dynamics even out among both allocators to VC and
VC fund managers successfully targeting a given niche in the capital stack.
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Venture fundraising ($B) by size in First-time vs. follow-on funds ($B)
the US in the US
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

© 2020 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client
services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. #Q4VC 39



m iy | b | Al | R | TR | O

Private Enterprise Global us Americas | Europe Asia

-Merging nups finish strong

US venture activity (#) by US region
2012-2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/2020.
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VG Investment inthe Americas remains nigh as
praZll and Canada attract robust investments

The Americas experienced another strong quarter of VC investment to round out the year. While
much of this investment was driven out of the US, both Brazil and Canada both saw significant deals
during Q4°19, a continuation of the strong VC market activity seen in both countries during Q3'19.

Fintech remains hot as US VC market continues to show strength

The US continued account for the vast majority of VC investment in the Americas, in part due to its
well-established market, but also due to the growing diversity of startup ecosystems across the
country. During Q4'19, the US saw large deals in almost every region of the country — from the
more traditional locations such as Silicon Valley and New York to growing startup hubs like Portland,
Oregon and Austin, Texas.

Fintech remained very hot during Q4’19, with digital bank Chime raising $500 million. The growing
breadth of the fintech market in the US was readily apparent this quarter, with wealthtech company
Robinhood raising $373 million and insurtech Next Insurance raising $250 million. During Q4'19,
PayPal also acquired Honey Science for approximately $4 billion in order to expand beyond its
current scope of business. Honey Science is an automatic online coupon provider that also offers a
rewards program and a mobile shopping assistant?.

Canada sees a robust quarter of VC investment

The VC market in Canada was very robust quarter over quarter, with a number of significant deals in
Q4’19, including a $200 million raise by Toronto-based password management company
1Password, a $227 million raise by Quebec City-based Al business Coveo?. The Coveo funding
round highlights the strength of Canada’s Al innovation ecosystem, which has spread well beyond
Canada’s traditional innovation hubs of Toronto, Vancouver, Montreal, and Waterloo. At a sector
level, fintech continued to be a dominant area of interest for Canadian investors both from an
investment perspective and from an M&A perspective, is due in part to the strength of Canada’s
banking and financial services sectors.

Brazil experiences another big quarter of VC investment in Q4’19 to end record year

A strengthening economy in Brazil, combined with ongoing government reforms and low, (for

Brazil), interest rates, and increasing interest from global VC investors helped propel the country to a
record high level of VC investment in 2019. Throughout the year, Brazil’s startup ecosystem
continued to mature, with more mature startups beginning to make their own investments in and
acquisitions of other startups. In Q4°19, fintech investment was particularly strong in Brazil, with
sizable deals by EBANX, VTEX ($140 million) and Neon ($94 million) in Q4°19. Brazil also saw
increasing startup activity and interest from VC investors in a number of other sectors, including
transportation and logistics, health, education, and agtech.

Fintech was also a top priority for VC investors in other areas of Latin America in Q4'19. For
example, in Argentina, Uala raised $150 million in a deal led by Asia-based Tencent and Softbank.
The Uala investment highlights the increasing importance being given to Latin America by Asia
investorss.

1 https://www.bloomberg.com/press-releases/2019-11-20/paypal-to-acquire-honey
2 https://betakit.com/montreals-nuvei-raises-358-million-cad-reaches-2-65-billion-cad-valuation/
3 https://techcrunch.com/2019/11/25/argentine-fintech-uala-raises-150m-led-by-tencent-and-softbank/
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Unicorn births across the Americas highlights strength of VC market outside of US

The continued focus on late-stage deals in the US no doubt contributed to the 71 new unicorns
birthed there in 2019. Q4’19 saw 15 new US unicorns, including grammar-checking website
Grammarly, Al company Faire, cybersecurity firm Riskified, and fintechs Next Insurance and Figure
Technologies. In the Americas more broadly, both Brazil and Canada saw 2 new unicorns; in Brazil,
fintech EBANX and mobile gaming company Wildlife Studios reached unicorn status, while in
Canada, Al company Coveo and payments company Nuvei became unicorns in Q4°19.

Family offices playing key investment role

In Canada, family offices have played an increasing role in the VC market, particularly with respect
to early-stage deals between approximately $1 and $5 million. The makeup of family offices has
evolved in Canada in recent years, coming less out of traditional sectors such as manufacturing or
oil and gas, and more from high growth company founders interested in investing without opening up
a full VC or PE firm. With the number of first-time financings dropping in the US, it could also see an
increase in VC market participation by family offices in the future.

Trends to watch for in the Americas
Despite some macroeconomic concerns, VC investment in the Americas is expected to remain
strong in Q1°20 given the significant amount of dry powder in the market.

While IPO results have been mixed, there will likely continue to be a number of IPOs in the US
during Q120 as companies look to exit prior to the US presidential election. Profitability is expected
to be a significant factor in the success of companies that IPO in 2020. As a result, VC investors will
likely be putting more emphasis on due diligence, profitability, and unit economics in the future.

Despite some concerns about a slowdown, VC investment in Canada is expected to be strong in
Q1°20, particularly related to fintech and Al. Fintech is also expected to remain hot in Latin America.
Brazil's government recently passed a bill focused on infrastructure improvements*. This could spur
additional VC investment in the country related to infrastructure, transportation, and logistics.

4 https://mww.infrastructurereportcard.org/senate-panel-moves-on-surface-transportation-bill/
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. Data provided by PitchBook, 1/15/20.

Over time, the dip between the third and fourth quarters of 2019 in terms of volume will likely soften beyond its
current precipitous slope, primarily due to lags in private markets data collection. More interestingly, although
obviously skewed by strong US figures, invested capital has stayed remarkably resilient at a very high level for
roughly six quarters now.
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Median deal size ($M) by stage in the Americas
2012—-2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.
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Median deal size ($M) by series in the Americas
2012—-2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.
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Valuations Soar further

Median pre-money valuation ($M) by series in the Americas
2012-2019*
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.
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Deal share by series in the Americas
2012-2019*, number of closed deals
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Venture financing of VC-backed companies by sector in the Americas
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Venture financing in Canada
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

After one of the highest quarters on record for volume in the middle of 2019, Canada logged its most lucrative
quarter yet for its domestic startup ecosystem. Although both metrics experienced a drop in the final quarter of
2019, the sum of VC invested still surpassed $1 billion, leaving 2019 with a record sum of VC invested overall.
Canada’s burgeoning ecosystem has only benefited from the sky-high valuations in the US, as well as the
increasing incidence of foreign and tourist investor interest; that trend looks set to continue into 2020.

“Looking across Canada, you can see a number of high-growth companies particularly in the Al
space, but also in other areas such as fintech and biotech. The opportunities are there, and many of
the VCs, PEs, and family offices already have their next fund monetized. They’re going to want —
need — to invest. Despite some consternation about a potential slowdown, this suggests Canadian

VC investment levels will remain pretty solid at least into the first couple of quarters in 2020.”

Sunil Mistry
#% Partner, KPMG Private Enterprise, Technology, Media and Telecommunications,
wd KPMGin Canada
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Another Strong quarter

Venture financing in Mexico
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

As noted before, the nascency of the Mexican venture ecosystem will result in significant variability across
quarters. However, it's rare that Mexico experiences two strong quarters back to back to close 2019 with robust
levels of both volume and VC invested overall. It's too early to say if this trend will hold but at minimum it ends
the year on a positive note as investors assess the Mexican startup ecosystem with more sanguinity than
before.
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Venture financing in Brazil
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Source: Venture Pulse, Q4'19, Global Analysis of Venture Funding, KPMG Private Enterprise. *As of 12/31/19. Data provided by PitchBook, 1/15/20.

Much like how Ant Financial singlehandedly skewed figures for China in past years, Nubank ended up skewing
Brazilian figures throughout the year. However, asides from Nubank, Brazil still saw significant funding flows to
close 2019 out on a relatively robust note, especially compared to past hi