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We pay our respects to Aboriginal and Torres Strait Islander cultures
and Elders past and present.
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A word from Cut Through Venture

Legendary Oaktree Capital investor Howard Marks remarked
in May 2023 that "the worst loans are made in the best of
times."

I'd argue that this observation aptly extends to almost every
other investment category t+ and that the reverse is also true.

In 2021, the world experienced an unparalleled surge in venture
capital investment, propelled by low interest rates, overflowing
liquidity, and a worldwide increase in technology adoption
driven by the pandemic. Investors, keen to access the
opportunities before them, began investing in startups at an
unprecedented rate.

Today, it's evident that the previous years' excesses have
catalysed a transformative shift. The macroeconomic climate,
though challenging, has become an agent for forging stronger,
more resilient ventures. Escalating interest rates, inflationary
pressures, and geopolitical uncertainties have made the
investment climate demanding yet ripe with opportunities for
those willing to shift tack.

2024 Snl dsghmf Vdmstqgdc PTY

This evolved environment has prompted a strategic
recalibration in investment. Investors are refining their focus
towards ventures that show signals of sustainable value
creation. Venture capitalists are conducting stricter due
diligence and placing a balanced emphasis on fiscal
sustainability alongside growth. This approach will nurture a
generation of startups built to last.

The current environment encourages the formation of viable
business models and necessitates a sharper focus on unit
economics, long-term sustainability, and efficient capital use.
This shift is not a hurdle but a stepping stone towards an
ecosystem of businesses designed not only to attract VC
funding but to become enduring enterprises.

Though demanding for investors and founders alike, this period
presents a huge opportunity. The past era of effortless funding
and inflated valuations has given way to a more strategic
phase. In this new landscape, discernment, strategic thinking,
and resilience will lead to success.

LTD. Akk ghfgsr gdrdqudc.

Chris Gillings

Cut Through Venture &
Five V Capital

The startups securing investment will have truly innovative
solutions, robust business models, and potential for enduring
growth.

This selective investment climate provides a platform for better
long - term outcomes for the best founders and investors.
Startups obtaining funding are likely to be those best positioned
for success, which, in turn, will create a more robust startup
ecosystem. Likewise, investors stand a better chance of seeing
outsized investment returns in more resilient businesses.

The venture capital landscape in Australia, mirroring global
trends, is witnessing a rebirth. The previous era of unchecked
expansion is transitioning to a more measured approach to
investing, marking a shift back to fundamentals. This evolution
focuses on developing sustainable, profitable enterprises that
promise to reshape industries and economies.

We now kick off an era of venture capital where the stakes are
higher, the challenges more nuanced, but the rewards
potentially far more significant + game on.
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A word from Folklore Ventures

The breadth of this 3rd annual State of Australian Startup
Funding Report provides hope to both Folklore Ventures and
Cut Through Venture that we have been able to provide
equitable access to funding information from a wide range of
perspectives including more than 1,000 founders, investors
and angels. Our modest goal is a collective understanding of
the state of our startup funding landscape, to help shape a
positive future for Australian startups who continue to
showcase their talent on a global stage.

Over the last decade, Australia has seen three generations of
talented founders; those who emerged alongside a nascent VC
industry; those who scaled with our industry; and teams now
emerging from companies created by the first two generations.
During this period, Australian startups have participated in
foundational technology changes, the rise and demise of tech
Ksqdmcrk, =~ o mcdl hb, ~ mc

For these generations, 2023 displayed a recovering funding
dmuhqgnml dms gdekdbshud ne
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expectations led to decreased deal volumes, deal sizes, and
valuations as markets forced the hand of many, and
conservatism and rationalisation took hold. For those who only
found venture investment at its peak, this adjustment was
chilling.

Across 2023, Seed stage rounds were least impacted by market

movements, whereas Series B and later stage companies saw
average valuations fall 41%, material layoffs, and concerns
around viability that will persist into 2024. Positively,
international investors participated in at least 42% of all
recorded deals in 2023, and 70% of local investors expect
international investors to be more active in 2024. Consequently,

years alongside an expectation of fundraising by multiple VC

firms.

c s , vhsg $3.5 ahkkhnm
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Alister Coleman

Founder & Managing Partner
Folklore Ventures
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improvements in gender - diverse startup funding, with
participation in deals recovering from 2022 lows to a5 -year
peak of 12% and 26% by alfemale or mixed - gender teams,
respectively. As our industry grapples with strategies to
improve funding for gender -diverse startups, every surveyed
investor agrees that this funding tide must rise.

As we enter 2024 with a more positive outlook, it is important to

gdl dl adq sg s Atrsg kh kr rs qsto
exercise an elasticity over our expectations, to encourage
ambitious goals, and to embrace and empower a more diverse
group of founders, builders and investors. There is much to play
for, great gains to be made, and a reservoir of talent to be
nurturedbo dr ret kkx g hrd hm sgd mdws 2
Thank you to the founders and investors who contributed to this
year's Report. We hope you find it insightful and valuable.
§)
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The State of
Venture Capital

The Australian startup funding landscape was not insulated from the
global decline in deal volume seen in 2023. The number of deals and the
amount of capital invested bore a striking resemblance to the local
figures of 2020, despite the funding landscape having transformed
significantly since the pre - COVID era.

While investors may have been more cautious, entrepreneurs have access
to a broader range of funding options than before. An increased number

of mature local investors are ready to invest substantial capital, and
Interest from international investors remains strong.

Although it might take time to rebound to the levels of activity seen In
2021, both investors and entrepreneurs are optimistic that the worst is now
behind us.



01. The State of Venture Capital

Five Things to Know

1

Local funding
environment mirrors
global slowdown

Australian venture capital
investment reflected global
trends, experiencing a substantial
fall from 2022. Funding fell to
$3.5 billion, a significant
reduction from previous years,
with only 413 deals recorded.
Globally, venture capital
investments saw a 38% decline.

Only a small portion of local
investors met their expected
investment cadence for 2023,
however, the majority of VCs
expressed optimism for a surge
in deal volume and international
investment interest in the
Australian market in 2024.

2024 Snl dsghmf
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Australian investors
gripped by Artificial
Intelligence excitement

Al, the global venture capital
darling of 2023, emerged as the
most eagerly awaited sector for the
coming year, with investor interest
in Blockchain/Web3 and

Bio/ Medtech experiencing a steep
decline. 30% of investors named
Al/Big Data as the sector they are
most enthusiastic about heading
into 2024, followed by B2B
Software and Climate Tech.

B2B Software and Climate Tech
were standout performers, securing
$505 million in funding and a deal
count of 41, respectively.

Vdmst gdc PTY LTD.
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Startups weather
Kv gshl dk
optimism about 2024

Despite challenging operating
conditions, investors noted that
startups in their portfolios showed
resilience, and displayed enhanced
overall health compared to the
same time last year.

Widespread layoffs became a
prevalent theme in the startup
landscape, with 90% of investors
witnessing them within their
portfolios. Shutdowns, mirroring
trends in the global startup
ecosystem, were also common.

Despite this, 82% of founders
expressed confidence in securing
funding in 2024 - 25.

ghfgsr
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Valuation shifts, mega

unicorns crowned

A marked valuation shift occurred
across all stages of funding,
particularly in later ones. Most
investors view the revaluation wave
as essentially complete and expect
deal pricing to stabilise in 2024.

Decreased competition for deals
coincided with improved investor
behaviour, resulting in fewer pulled
and re -traded term sheets.

There were fewer deals over $50
million compared to recent years.
Only four 2022 unicorns returned to
the market to reaffirm their
valuations in the new climate, with

no new Australian unicorns crowned.
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Unequal funding

b n reals sldwpandrno vew s gremain across

demographic lines

Overall outcomes for female
founders in 2023 remained below
what is widely deemed appropriate,
yet the data showed signs of
marginal improvement.

Participation in deals by all -female
or mixed - gender teams reached a
five-year high at 12% and 26%,
respectively, and the share of total
capital raised recovered from the
low levels of 2022.

Founders surveyed also revealed a
divergence in outcomes regarding
perceived support and capital -
raising ability among founders from
different ethnicities.
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Australian Venture Capital in 2023

413 $3.5B 7

DEALS FUNDED

Share of Capital Raised by State Top 6 Sectors by Capital Raised

= 5 7

NEW ENTERPRISE / FINTECH HARDWARE /
UNICORNS BUSINESS SOFTWARE ROBOTICS / IOT

$505M  $331IM  $301M

Total Capital Raised

$11B

$10B

= 41%

$7B of investors saw a @’ AN Q

$6B portfolio company ACT @ =

$5B — shut down VIC 5%

$4B 166 BIOTECH / CLIMATE TECH / SPACE / AVIATION /
$3B _/H’./i 0/ MEDTECH CLEANTECH DEFENCE

$2B yﬁ/kﬂ—h'fJ ' 90 0 $ $ $

iéE | gl of investors saw a 269M 268M 202M

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec portfolio company
layoff staff
2020 2021

Total Capital Raised and Number of Deals 2023 Women Founders Share Median Deal Size

$4.5B 250 $12B 700 \ :

$3.58 \ I l 00 $10B ' 600 Equity _ Angel + Pre-Seed | $600K

$3.5B Dollars $8B Dollars 500 18° Capital Raised

$2.5B f 150 400 up from 10% in 2022

R $6B
$2.5B : 100 300 Seed | $2m
$1.5B 4B 200
50
$500M $2B I I 100 Series A [l $7M
$OK 0 $0K A l 0 . Deal
AR RS GRS S R RS 2018 2019 2020 2021 2022 2023 26 Participation
2018 2019 2020 2021 2022 2023 up from 23% in 2022 Series B+ _ $38M
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The Australian venture landscape continues
to grow and evolve into a thriving community
of financiers. Australia now has active and
experienced investment firms across all
stages of a startup's journey; from pre -seed
through to growth equity and beyond.

The sector now has deep domain expertise
across all business models from deep
technology to consumer to fintech. Australian
venture is also proving an ability to deliver
material cash outcomes for their investors
and compete as top -decile managers on a
global scale.

Justin Lipman

Partner
EVP
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The needle has been moving around for
VC funding this year. Startups who have
demonstrated focus and delivered
disciplined progress are getting strong
rounds away, however, fundraising
timelines remain protracted.

Navigating the fundraising environment
and finding the right investor is crucial.
At Rampersand, we are spending as
much time supporting founders through
the challenging macro conditions as we
are uncovering new startups for
Investment.

Taryn Pieterse

Principal
Rampersand
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Global uncertainty drives significant slowdown locally

The Australian venture capital market was not immune to the global forces that suppressed activity across the sector in all m

ajor markets

worldwide. Late - stage deals suffered the most significant impact, with activity at Series B and beyond slowing to a snail's pace

Total capital raised and number of deals | annual and quarterly
$12B
$10B
$8B
$6B
$4B
$2B

$0K

Dollars

2018 2019 2020 2021 2022 2023

$4.0B
$3.5B
$3.0B
$2.5B
$2.0B
$1.5B
$1.0B
$500M
$0K

Dollars

Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4
2018 2019 2020 2021 2022 2023
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After a late surge in reported deal
activity in Q4 2022, Australian startup
funding experienced its slowest start
since 2019, with Q1 2023 volumes
tumbling 50% compared to Q1 2021 and
20% compared to 2022.

The reset took hold, and there was
never any signal that a surge was
iImminent. The global macroeconomic
environment had shifted dramatically,
with rising interest rates, inflationary
pressures, and geopolitical turbulence,
collectively causing investors to take a
deep breath and slow down.

Locally, news of startup layoffs and
closures took hold of the narrative for
the first time. Behind closed doors,
investor- founder conversations, for the
most part, focused on steadying the
ship and ensuring that growth was
pursued, but not at all costs.

gdr dqudc.

While immediate profitability did not
become the goal for all startups, a tilt
towards greater self - sustainability
almost universally did.

Deal volumes showed signs of energy at
times throughout 2023; however, overall
funding volumes stayed muted due to
the absence of a consistent drip of
mega - deals to which the market had
become accustomed in 2021 and early
2022.

By year's end, Australian startup funding
reached $3.5 billion, marking a 54%
decline from what was seen in 2022. A
Q4 uptick in reported deals saw 2023
marginally pip 2022 by $400M and 19
reported deals.

12
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PARTNER INSIGHT
From promise to performance: Changing diligence considerations in 2023

2022 was the year of turbulence, Financial models for future growth Stage - appropriate risk and governance frameworks
2023 was the year of prudence. Fgnl hmudrsngr rtqudxdc hm sphfounders, Jogeknancethisshistdrigadlyrbéeh seen as
Venture report, the answer is resoundingly clear: the an inhibitor of speed. However, in 2023, investors and

Off the back of the slowdown in funding in late 2022, the

last 12 months have seen founders operating in a hiahl most important component for capital raising is the founders alike have emphasised the need for processes
caital - constrained environment WhF;t becgme gnty ability to articulate a clear growth narrative. VCs are to ensure startups maintain transparency and
a parent verv auickly was that Wﬁile capital was still inherently a vehicle to fund abnormal growth, but in accountability to customers, investors, the board, and
. PP R . yq y R P . 2024, that abnormal growth needs.to be demonstrated the public.
bl slee . 2l me o gl Al hv?/itﬁ soghpsticate% manrciél mosdgls grsoun ed fr31 soand £
EFOUNDER SURVEY INSIGHT changed dramatically. reasoning and derived from insights, not ideas. In the next 12 month;, investors er:(pec:]to place more
- - This year, due diligence has evolved from a checkbox : Importance on ensurng a SEUHP UL e E{PIOfEIEIE
Which of these areas will you be S b o hs .| H Over the next 12 months, the startups that will get processes and practices. The key here is the word
_ 10 stone is left unturned. In addition to capital. investors funding are those who have clarity between where they appropriate: implementing the minimum viable
future when conducting due : S ) ' pial, are and where they want to be, with a careful and governance at every stage of growth will allow startups
diligence into a potential startup invest significant time to ensure that they make sound . o : : o )
_ : "y ) ) ) rigorous lens they can apply for future decision - making. to meet their legal and regulatory obligations without
investment? investment decisions. Informathn provided is no longer being bogged down in the practices required at later
- Al models for 1 taken at face value. Evgrythlng is stress-tested, from Quality and correctness of accounting stages of growth.
I Inancial models for future 67% customer feedback to financial models and regulatory and financial reporting
growth compliance. The bottom line: Founders preparing to raise in the next

- Going hand in hand with increased scrutiny on financial ' ili
Quality and correctness of These are not a deviation, but a correction | at least for | n gd K r 2023 r v h myu drsnar c Lamoninsisiieulaiexpeciamiextiensiveldtieialigence "
financial function and 59% % . : q drdcess athdla@j@stitheil f0h8IrBising tinfelmes HeWePeK

( the foreseeable future. In 2024, due diligence will play a : :

: e ; > [ p el g play books | a trend that investors surveyed say will only dud q S ol e “bshudk
tracking of KPls significant role in the capital - raising process, and : uam sgntr van g¢cmKs > X
St iate risk fo%nders need to bake trﬁ)is into theirg(?peratioﬁs and become stronger in 2024. INSIg S o Siengiiue Lisls eerEulerns el jpul

age- appropriate ris _ _ _ : " : -
and governance 5504 capital - raising timelines. Prewou_sly, a t-rack r_ecord of_unclear, dlsorggnlsed or themselves in the best position possible for a future raise.
frameworks _ _ _ non- existent financial reporting may have slipped
- - f d N_o_tably, for founders, investors ar.e skewing t_helr d_ue through the cracks every now and then. Not anymore.
e e 1 o o esponert sllfgremas toreniss iiee Ly s g fefedues Founders need to pay close attention to their finance Amanda Price
past performance, and guardrails to mitigate risk in the function, keep accurate records, and be prepared for _
future. investors to look at the last 12- 24 months (or more) Head of High Growth Ventures

before they make a decision on funding. KPMG Australia

The above does not constitute advice and should not be relied upon as such. You should always obtain professional advice based on your specific circumstances before taking any action relating
to matters covered by this publication. Some information may have been obtained from external sources, and we cannot guarante e the accuracy or currency of any such information.

2024 Snl dsghmf Vdmstgdc PTY LTD. Akk ghfgsr qgqdrdgudc. 13
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Aussie founders build some of the best startups Iin

the world. Right now, we are seeing the third generation of
Aussie and Kiwi founders reveal itself; operators
trained and inspired by the technology giants of
former generations and who stand ambitiously on
those shoulders.

Looking to the future, we see a more resilient
generation of founders, weathered by adversity and
armed with the collective knowledge of our industry.

Folklore is at the ready for founders with big ideas

wearing their global ambition on their sleeves. We are galvanised by the emerging pool of

exceptional founders and local momentum in sectors
such as Al, deep tech, and bottom -up SaaS.

Bec Wendland -; f Tom Humphrey

Investor Partner
Folklore Ventures Blackbird Ventures




01. The State of Venture Capital
INVESTOR SURVEY INSIGHTS
Valuations tumble across all deal stages

Surveyed investors reported falls across the board, with later -stage transactions most
Impacted. The majority now believe pricing has likely stabilised.

What do you believe will For deals at the {Round} stage, what is your best estimate of
happen to valuations in 20247 valuation change from peak pricing?
26%
23%
§ Lo 14% 15% Average fall
0 0)
o R JERER 33*
©
8 I
& 60% or 50% fall  40% fall 30% fall 20% fall 10% fall No change
o Qreater fall
30%
27T%
0 ’ 23%
B Rise ® Stay the same ' Fall %)

g 11% Average fall
% 8% 0/
- (0]

How do you expect deal terms to < - Bl o T 41

evolve over the next 12 months? 3 60% or  50%fall  40%fall 30%fall 20%fall  10% fall No change
O greater fall

56% n 3704
%
38% 30%
N 12% 14% Average fall
O 5% 0
6% 0 0
¢ 0% 0% A7 )0
VN — 3 60% or  50%fall  40%fall 30%fall 20%fall 10% fall No change

friendly friendly greater fall
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2023 was a quiet year for most VCs. At the
pre-seed and seed stages, great deals
were still out there, but there were fewer
of them, and they were guite competitive.
Valuations were somewhat reduced, but
what we did see is a little more time to
consider and complete deals.

Coming into 2024, there is a lot more

confidence and optimism in the sector.
Arhcd eqnl sgd fnudqgml
suggestion to almost double the

sophisticated investor test thresholds, it

feels like the ecosystem is coming out of

its recent partial hibernation.

Andrea Gardiner

Chief Executive Officer
JelixVentures
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While there are now more funding options We have never been more bullish about
available for seed - stage founders, the hurdle to iInvesting in early - stage companies. We not
Series A is getting higher. Founders need focused, only believe that it provides the best potential

early-r s h ; fd ; rt t? Odn thd sn ddmr t gd mPodtXiZed dturnsakitdyitStie new frontier
v 9 eléafit. 2 d Jgap r G of Al tools making companies more efficient

More than ever, seed - specialist VCs aren't just than ever, we believe that in some cases, it
there for early cash injections | hs kr nt g i na Mgybetheonlytimetoaccess these
sufficiently de - risk startups across all business opportunities as an investor.
Z;epzsﬁigsrhake et EpREElling 1o SerEs A Where grovvth used to .rely. qn frgquent and
iIncreasingly larger capital injections, we
That means establishing clear growth believe some of the best companies in the
benchmarks from day one, investing across future will only require a small amount of
multiple smaller rounds at seed to prove/disprove rs qsto b ohs k, ~ mc

assumptions, and dedicating more time and
resources to help founders succeed.

Maxine Lee Rachael Neumann

COO & Investment Director
Skalata

Co- Founding Partner
Flying Fox Ventures

2024 Snl dsghmf Vdmstqgdec
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Smaller round sizes across the spectrum

Increased competition for deals at the Angel

and Pre- Seed stages led to early deals
resisting the downward trend in deal size.

The hard data on deal sizes corroborated the shift in
valuations reported in our investor survey. Rounds are
harder to raise, and valuations are being examined
more closely | and round sizes are smaller.

Median deal sizes, which are unaffected by outlier
mega - deals, at the Seed through Series B+ stages
decreased from the 2021 and 2022 levels.

Later- stage deals saw the most significant percentage
decline, with median Series B or later deals reducing to
under a third of their early 2021 sizes by the second half

of 2023. This is largely driven by the increased

comparison of the valuations of late - stage startups to

their publicly listed technology peers.

The gap between average deal sizes and medians,
reflecting outlier deal prevalence, remained despite
smaller average deals. This suggests that what

bnmr shstsdr X Aahf cd kW hr

as outliers persist.

Investors observed reduced competition beyond Series A

funding rounds, with almost half reporting heightened
competitiveness at the Pre - seed and

Seed stages, thereby maintaining stable deal sizes and

valuations at these early stages.

2024 Snl dsghmf Vdmstqgdec

Angel + Pre- Seed
$2.9M
[
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$2m
$1.7M
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$5M
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2023

B Median ® Average ® Median e Average

$5M

2H 1H 2H 1H 2H 1H 2H 1H 2H
2019 2020 2021 2022 2023

e Average Series B+ ® Median e Average

$89M $86M

$68M
$61M $63M .

$12M
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48%

of investors felt that
Pre-seed and Seed
deals became more
competitive in 2023

19%

felt Series A and B
deals became more
competitive in 2023

90%

felt Series C+
deals became
less competitive

17
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In the first half of 2023 alone, there was
$1.5bn AU funding into startups which is
more than the total amount in 2018.

In 2023, global cloud spend increased
year-on-year by 20% and is still expected
to increase by 2.5x over the next 3 years,
with almost half of this growth expected to
be driven by Al.

While 2023 has been characterised with
slower number of deals and falling
valuations - valuations have reset to closer
to 15 year averages, and the growth in
technology, cloud, and Al, in my view, will
only increase.

Isabella Rich

Principal
OIF Ventures

2024 Snl dsghmf Vdmstqgdc PTY
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Folklore is optimistic heading into 2024.

Wdkgd dwbhsdc ax
Australian founders, and our front row
opportunity to help build global
software startups catalysed by the
tectonic shift underway in Al.

sgd

As Investors, this may be a once in a
generation opportunity. A dose of
optimism, mixed with Aussie founder
pragmatism, may see us exceed even
the wildest of our collective dreams.

Sachin Samarawickrama

Investor
Folklore Ventures
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After a challenging 12- 24 months for founders,
vdkgd bnl hmf hmsn 2024 e«
the signs that software buying behaviour is

bg mfhmf. Wdkud addm gt f c
the resilience of ANZ founders as they emerge

from difficult market conditions battle -

hardened and with more efficient business

models.

Wdkqgd o gshbtk gkx dwbhsic
for Al to make startups more productive and
ognctbsr I ngd | fhb k. W

at the beginning or running mature businesses,
we think 2024 is going to be an exciting year
to be backing the next generation of ANZ
founders.

Olivia Grivas

Investor
Skip Capital

18
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Large deals grind to a halt

After a surge in Q4 2022, large deals came to a complete standstill in Q1 2023.

1 5 Announced deals of
>$50M (vs 28 in 2022)

of total funded

40 % accounted for by

15largest deals

As the year progressed, the level of activity did not rebound; the proportion of all deals
exceeding $20 million fell to 10% from the 2021 high of 21%, and the proportion of deals
over $50 million decreased to 2%, a significant drop from the 9% peak.

The international investors who had been active in the mega -deals of 2021 were
conspicuously absent, and the prevailing view shifted towards advising later -stage
startupst especially those that had raised funds during the ZIRP era 1 to adopt cost -
saving strategies to grow into, or closer to, their previously marked valuations.

Count of deals greater than $50M + $100M | by quarter % of Deals that were greater than $20M | by half year

0
11 21% 20%

18% 18%

9% 10% 10%

g0, 9% 9% 9%

8%

3%

2% 2%

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 1H 2H 1H 2H 1H 2H 1H 2H 1H 1H
2019 2020 2021 2022 2023 2019 2019 2020 2020 2021 2021 2022 2022 2023 2023
m Number of Deals Between $50M and $99M Number of Deals >$100M % of Deals that were >$20M ——% of Deals that were >$50M

$100M+ deals
in 2021

$100M+ deals

$100M+ deals

$50M+ deals 2
in 2023

$50M+ deals 1

$50M+ deals 2
in 2022

in 2021 in 2023

in 2022
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VC bull markets rely on a strong start - up
base to trailblaze new innovations to
market. In 2023 this market leadership was
narrow. The few startups that performed
well while raising capital crowded out their
peers, shortening overall growth in the
sector.

The final quarter of 2023 posed challenges
for founders and investors with money
k  gf dkx

gdkc t mcdg
approach and only deployed following a
highly selective process.

For most, valuations remained low and
investment timelines long. For outliers,
ultra - competitive rounds remained hotly
contested. This led to subdued activity in
sgd ehm k edv | nmsagr

Charlie I

Chief Investment Officer
Investible

ne
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Many Series B and later businesses are
rshkk ~citrshmf sn
growth vs. burn, and some continue to
suffer from slower growth, longer sales
cycles and increased churn.

Despite this, we remain highly
optimistic about the future as we have
seen a recent dramatic increase In
high quality new (or very early -stage)
technology businesses being
established.

Damian Fox

Partner
Carthona Capital

50

Later- stage deals started to drop at the end

of 2021 as companies looked to extend

gt mv x ~mc cdk x et mch
largely continued throughout 2023.

In venture, there are always outliers, and
vdkud rddm sg s hm ntg

A h g T aqucdrk portfolio companies |
Employment Hero, Gol and Pet Circlel
raising rounds this year at or above their
previous valuations, defying the narrative
around the lack of capital available at the
growth stage.

Elicia McDonald

Partner
AirTree
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The next foundational technology shift

IS truly upon us with the Artificial

Intelligeince revolutiory, and in this era,

the significance of venture capital as

"m " rrds bk rr b mks

Venture fuelsinnovation and economic
growth and is indispensable in
facilitating and propelling the
development of the upcoming
generation of pioneering and globally
Influential Australian technology
enterprises.

Grant McCarthy

Founder & Managing Partner
Tidal Ventures
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Deals greater than $50 million

There were fifteen reported deals exceeding $50 million and just six surpassing $100 million. These mega
were widely represented across various sectors, and eight transactions involved at least one international fund.

Without full details reported for some of the below transactions, it is possible that a component of the reported
deal value may have comprised debt.

€9 employmenthero

$263M

Series F

Enterprise / Biz Software

loam
$105M

Series B

Agriculture

-fi-:-?):rieModel

$64M

Series B

Enterprise / Biz Software

2024 Snl dsg

gﬁ saluda MebicAL

$150M

Series A

Bio Tech / Med Tech

»ROLLER
$78.6M

Series A

Enterprise / Biz Software

eucalyptus
$60M

Series C

HealthTech

hmf Vdmstqgdec

SKYKraFT

$120M

Series A

Space / Defence

-~

PET
CIRCLE
.COM.AU

$75M

Series D

E Commerce / Retall

encon

Mining Technology

$55M

Series C

Hardware / Robotics

PTY LTD. AkKk

ARKON ENERGY

$110M

Series B

E Songtradr

$109M

Series E

-deals

Blockchain

) g
. WARRIOR

$73M

Series C

Marketplace

Tll.

$70M

Series D

DevTech

—l_c=="T

$50M

Series A

FinTech

D Silicon
Quantum
Computing
$50M

Series C

Space / Defence

Hardware / Robotics

ghfgsr qdrdqudc.
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Mega deals slip back to
2020 levels

Deals over $50M
15 deals in 2023
29 deals in 2022
54 deals in 2021
12 deals in 2020

Deals between $20 - $50M

32 deals in 2023
54 deals in 2022
72 deals in 2021
22 deals in 2020

Deals between $10-20M

38 deals in 2023
77 deals in 2022
65 deals in 2021
31 deals in 2020
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Deals greater than $20 million

@ Leonardo.Al

$47M

Series A

Al / Big Data

gol
$30M

Series E

EdTech / Training

shift
$27M

Series C

FinTech

“ Infravision

$23M

Series A

Climate Tech

2024 Snl dsghmf

— stacked farm®

$40M

Series C

Agriculture / AgTech

DataMesh
$30M

Series A

$35M

Series B

Climate Tech

AViID
$29M

Series A

FinTech

g SpeeDx
$26M

Series A

Ecommerce / Retall

QUANTUM
BRILLIANCE

$26M

Seed

BioTech / MedTech

- propeller
$23M

Series B

Hard / Robot / 10T

Hard / Robot / 10T

OpenSolar

$22M

Series B

Climate Tech

Vdmst gdc PTY LTD.

SafetyCulture

$34M

Series E

Enterprise / Biz
Software

') Darwinium

$28M

Series A

Cyber / Privacy

ImmVirX ‘§:
$25M

Series B

BioTech / MedTech

1= Adventus.io

$22M

Series B

EdTech / Training

Akk ghfgsr

$34M

Series A

Food / Beverage

$28M

Series A

FinTech

lyka
$25M

Series B

Consumer Product

4

VITRUVIAN

$22M

Series A

HealthTech

gdr dqudc.

constantinople

$32M

Seed

FinTech

(&) RDC

RICH DATA CORP

$28M

Series B

2
\<J FIVECAST

$30M

Series A

THE STATE OF ™

AUSTRALIAN &
STARTUP FUNDING €N

@ Q-cTRL
$30M

Series B

Cyber / Privacy

f@ PLOTLOGIC

$28M

Series B

DeepTech

Unyoked
$28M

Series A

FinTech

Eden
Brew

$25M

Series A

Hard / Robot / I0OT

Hysata
$24M

Series B

Food / Beverage

Upstream
$20M

Undisclosed

Climate Tech

s

tal

GigaComm

$20M

Series A

Climate Tech

Hard / Robot / I0OT

Marketplace

Novalith
$23M

Series A

Climate Tech

splend
$20M

Series A

Transp / Log / Supply
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While it's been a tough year for startups and
funds alike in many respects, it's also been a
year where the ecosystem has continued to
mature.

We've seen international funds investing with
confidence in Australia, and earlier. We've
seen more variety in types of funds and
funding models, from sector specificity to
venture debt.

Amc, kadhs rknvkx, vdk
the deep tech solutions that will be much

needed to achieve our urgent decarbonization
fn kr.

Hdgdkr sn bnmshmt

Sarah Nolet

Managing Partner
Tenacious Ventures

50

The next decade is gearing up to be a
unique and exceptional one for
Australian startups.

Like the UK, a decade earlier, there Is a
perfect storm of maturing winners,
world - class talent and universities,

deeper pools of venture capital and an
ecosystem increasingly set up to enable
the viary best enireprencurs to thrive.

There really has never been a better time
to start a compainy Iin Austrelia.

Ben Grabiner

Co- Founder & General Partner
Side Stage Ventures
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2024 will be three years since the 2021
KZlI RPk | ~ mh" 2024
whether startups that raised record -
smashing, 8-figure Seed rounds will
arrive at their Series A significantly
ahead of their counterparts who

raised more sedate rounds.

It will be interesting to see whether
large capital injections at Seed make
startups go faster or find stronger
product - market fit.

Jessy Wu

Partner
Afterwork Ventures
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Most sectors fall

Capital - efficient Enterprise and Business Software
took poll position in total funding for first time, with
Climate Tech / CleanTech taking out top deal count
spot.

There was a return to the fundamentals of venture capital, with sectors
traditionally receiving strong support dominating the funding pool. This mirrored
global trends, which saw software, hardware, and the hard sciences dominate
larger funding rounds.

Few sectors were immune to the decline in total funding, but most of the
decrease in the total number of deals was attributed to declines observed within
Enterprise and Business Software, Fintech, Web3, and Food and Beverage.

Other winners from a total investment perspective included Space / Aviation /
Defence, Marketplaces, and DevTech, all of which moved up the rankings from
relatively low bases. A flurry of smaller deals in Climate Tech, Healthtech, and
EdTech / Training saw these sectors increase their share of total transactions.

While pure- play Artificial Intelligence startups only represented a small portion
of the total funding and number of deals, there was a significant increase in
startups mentioning the technology in their business descriptions | particularly
across all software -focused sectors as well as, Fintech, Healthtech, and
Cybersecurity. Our data is currently unable to provide a precise figure for this.

Deals in Climate Tech / ClimateTech |
awarding it the top spot for the first time

2025 %

Sectors saw a fall in total funding
compared to 2022
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Investment by Sector (arrow indicates increase or decrease from 2022)

Enterprise / Business Software

Fintech

Hardware / Robotics / IOT
Biotech / MedTech
Climate Tech / CleanTech
Space / Aviation / Defence
Marketplace

Healthtech

Agriculture / Agtech

Blockchain / Cryptocurrency / Web3

EdTech / Training
Ecommerce / Retalil
®2¢-+_+t ¢ a

DevTech / Developer Tools

Cybersecurity / Data Privacy / Digital ID

Food / Beverage

Artificial intelligence / Big Data

MarTech / AdTech / SalesTech

PropTech / RealTech / Construction

ghfgsr

Deep Tech

Gaming / Esports

Consumer Product (non Food / Bev)

Design / Publishing / Collaboration

Legaltech

Social Networking / Media

gdr dqudc.

$505M
$331M
$301M
$269M
$268M
$202M
$186M
$171M
$170M
$147M
$108M
$106M
=¢ $94RItt h® aq M2 2 a}o
$82M
$79M
$79M
$78M
$72M
$57M
$45M
$33M
$30M
$30M
$17M
$12M

v
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2023 % of Funded Deals
DN 6.5% v

i
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Sector shifts in popularity

The investor survey identified Al/Big Data as the most exciting area to watch in 2024. There were few sectors that showed
significant positive momentum compared to a year ago, however, specialised sectors such as Blockchain/Web3 and

Bio/ Medtech experiencing the most notable declines.

END OF 2022 HALFWAY THROUGH 2023 END OF 2023
MOST i:;:.at(E/CIeanTech EI/Blg [?8.'[7.8. o gllBlg [-)atTB- -
ig Data nterprise/Biz Software e e Enterprise/Biz Software
EXCITED | P P

Enterprise/Biz Software

Cyber/Privacy/ID Deep Tech

-o Cyber/Privacy/ID Climate Tech / CleanTech
-—AP\/\\; HealthTech

HealthTech -e Agriculture/Agtech Cyber/Privacy/ID
Agriculture/Agtech EdTech/Training Agriculture/Agtech
Deep Tech DevTech DevTech
Trans/Logistics/Supply e- \ e Trans/Logistics/Supply e— Deep Tech
Biotech/MedTech Design/Publish/Collab Legaltech
DevTech /~—e MarTech/AdTech e— Design/Publish/Collab
Hardware/Robotics/IOT \_/. Climate/CleanTech e EdTech/Training
EdTech/Training >§: Fintech e ® Fintech
MarTech/AdTech Hardware/Robotics/IOf e \ \ ® Hardware/Robotics/IOT
PropTech/RealTech Healthtech Trans/Logistics/Supply
Block/Crypto/Web3 Legaltech Marketplace
Space/Aviation/Defenf€e PropTech/RealTech MarTech/AdTech
Gaming/Esports Gaming/Esports PropTech/ RealTech
Ecommerce/Re Q/’ Space/Aviation/Defence /*— Biotech/MedTech
Fintech Biotech/MedTech Space/Aviation/Defence
Design/Publish/Collab Marketplace Gaming/Esports
Legaltech Food/Beverage Ecommerce/Retail
Food/Beverage Social Networking/Media Food/Beverage
Consumer Product ®=; Ecommerce/Retalil Consumer Product
LEAST Marketplace / Consumer Product Social Networking/Media
EXCITED Social Networking/Media Block/Crypto/Web3 Block/Crypto/Web3
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Championing crucial industries with
tailored support is an investment in the
very fabric of society.

Consider mental health t a sector where
targeted support not only fosters individual
well- being but yields long - term societal
benefits, reducing burdens on healthcare
systems and government resources. It's a
strategic move towards a healthier, more
resilient, and economically

vibrant future for all.

Alon Greenspan
Managing Partner
Mind Ventures

2024 is the year that climate tech booms.
Consumer demand, global regulation, and
company growth are massively ramping
up local and international investment.

Mick Liubinskas
Chief Executive Officer
Climate Salad
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One of the most interesting characteristics of the current VC
market is the bifurcation of opportunities by level of perceived
guality. While there is no doubt that raising capital as a first -time
founder, without runs on the board, has become considerably
more difficult | founders with strong pedigrees and gquantifiable
progress have seemingly been able to execute their raises, albeit
more slowly, on favourable terms.

Pdgg or rnld ne sgd dbnr xrsdl kr
couple of years have manifested into an even greater emphasis,
from the perspective of investors, on partnering with generational
founders with track records of success | and are comfortable
paying for the privilege of doing so.

Tristan Terry

Director
Aura Ventures

2024 Snl dsghmf Vdmstgdc PTY LTD. Akk qghfgsr
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We're seeing a lot of healthy pre -seed and seed activity
this year. For later stages, the best companies are still
able to get funding at a mark -up from their last round.

This is helped by an influx of capital from Southeast Asian
VCs interested in leading later stages as they look to get
exposure to B2B SaaS, which is a harder business model
In their region but very common in Australia and New
Zealand.

Of course, we are coming off the highs from 2021 -22, but
| would argue this is a return to normalcy, and 2021 -22
were the aberrant years.

Lucy Tan

Principal
Square Peg
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Incremental improvement for female 60
founders S oo s

discrimination issues persist in the hardest place

_ to change them: within the investment committee.
Overall outcomes for female founders remain

below the levels that most in the ecosystem deem L

: - - of Angel + Pre- of Seed deals fund manager who doubts the investability of
:Eggﬁ)gaﬁ I;Iiovr\llzver, some metrics provide % seed deals involved % involved female edl kd entmcdgr, ~mc sgdx
gihg signs. female founders founders APdqgj hmrWwl. I m 2024 " rj xnto

(vs 37% in 2022) (vs 22% in 2022) allow my unconscious gender biases to affect my

The participation in deals by all -female or mixed - X
et mckr etstqd odqgengl mb d ?

gender teams reached a five -year peak, while the
share of total capital raised recovered from the

. . o Alan Jones
low levels achieved in 2022. Nevertheless, it still fell

General Partner

short of the figures observed in 2020 and 2021. 0 of Series A deals 0 of Series B+ % M8 Ventures
o o () involved female O deals involved

The majority of these relative improvements were founders female founders

received by mixed - gender teams, a topic that is (vs 16% in 2022) (vs 14% in 2022)

discussed in greater detail in the "The State of

Gender Equity” section of this report. Despite inexhaustible dialogue about the need to

invest more in women -led and mixed - gender

Deal participation and the share of funding for Share of capital raised and # deals to founding teams, the numbers tell a different story. Research
founding teams with at least one female founder team with at least one female founder show that women -led and mixed -gender teams
improved across all stages of investment. Yet the 26% 3: trr?grr?ulrlgggréorgrf;ﬂcsaﬁgsgiiﬁtums’ and
pattern of stronger outcomes at the earliest stages 22% 19% 21%

It is high time that investors take their
responsibility to their LPs more seriously by
investing in women - led businesses, instead of
allowing their own biases to direct funding to
lower performing all - male teams.

persists.

Industry participants are hopeful that the current
increase in early - stage shares will lead to an
increase in later - stage shares in future years |
though, for the moment, this remains only a hope.

2020 2021 2022 2023

Kirstin Hunter

Sl Managing Director
mm Percentage share of capital raised —Percentage of announced deals A Techstars Tech Central Sydney
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How we report on mixed -gender founding The stats on funding of women founders are Our industry is brimming with extremely

teams needs to be critically examined. devastatingly low and easily discouraging talented and generous women who are

A company is considered female founded if it as a founder as well as an investor. 2“"‘3'”?’ metntct)rlng and |rlvest|ng across the
. . . . . . . ustralian startup ecosystem.

Kg r s kd rs nmd edl k It is important to keep creating a welcoming : Y

more male co - founders with substantially the opportunity to invest, but all the way founders and diverse teams delivers stronger
higher equity vs the individual female co - returns for investors and better economic
founder with less than 10%. outcomes for our nation.

from the beginning - to encourage women
to safely join the startup industry, build
This blurring of lines and stark equity disparity companies and widen the funnel. | skr shld sn stgm fnncvhl

compound the unethical issues in our startup
ecosystem when we then look at the overall
data - and it allows reporting to skew in favour
of VCs to be seen as doing a good job on the
funding gap.

practical steps to break down the systemic
Inequalities women face in securing the capital
they need to start and, importantly, to grow
the next generation of successful Australian
startups.

There is no quick fix, but a long journey that
all of us have a responsibility to be part of.

Jess Baird Walsh

Venture Partnering
KPMG Futures

Doone Roisin (- Michael Batko

Founder & Host Chief Executive Officer
Female Startup Club | Startmate
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Who's still a unicorn?

STARTUP FUNDING &N
A Q4 2023 report from the private securities marketplace, Forge Global, reported that 89% of the global unicorns crowned in 2 021
have experienced a valuation decline. And a third of these have fallen below the mythical $1 billion mark.

While this statistic might be jarring, it likely 2023: Canva, Gol, Pet Circle and Safety : :
underestimates the gravity of the fall. Most Culture. New valuation announced in 2023
recent round valuations are a limited : : : :
. . . Despite many unicorns skillfully managing the

measure, potentially overstating the size of the . :

. . . past 18 months without resorting to a
remaining unicorn herd, given that many N . . . SafetyCulture

: : . traditional equity funding round t achieved —

companies have postponed their next price )

. : . through a blend of growth, cost reductions,
funding round, delaying a valuation update. L L .

and alternative financing like convertible notes 2 . 7 B

It's reasonable to infer that many unicorns I these strategies are not indefinitely
anointed towards the end of the bull market in sustainable, especially for businesses yet to
Q1 of 2022 have encountered a similar fate. achieve profitability.
Aileen Lee, of US venture firm Cowboy With the era of easy venture capital funding
Ventures, who is credited with coining the apparently over (or at least, for now, on long
Kt mhbngmk sdaql hm 2013, sewigereave)cndaay of thase lscaleupsrwhdh m .
January 2024 showing that 40% of prior return to market looking for capital may L\’ AII'WCI“eX
unicorns are now valued below $1 billion in struggle to meet the heightened performance $8 8 B
secondary markets. She also highlighted that expectations of the late - stage investors who "
60% of global unicorns were last valued remain in the market.

during the January 2020 to March 2022
boom -time era.

As cash reserves run dry, numerous unicorns ' SCAd |Gp0y %’ ||nkt ree YEI:IMEZ“‘ Sim PRO

(or former unicorns) will need to return to

As a principle, we refrain from hypothesizing market for capital. Some will find willing $1 OB $1 5B $1 5B $1 =+

about the performance of individual investors, while others will likely need to
Australian startups without supporting data. explore exit strategies via a public market
However, of the fifteen Australian unicorns offering, but more likely M&A. ‘ Octopus Deploy 69 employmenthero

identified in this report last year, only four
publicly disclosed re - priced primary or
secondary rounds and revised valuations in

No new Australian unicorns were crowned
publicly in 2023.

$1B+
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The class of 2010s Is about to graduate | what does success look like?

A cdb ¢cd nm egnl sgd k tmbg ne | mx ne snc xkr k qfdrs wudmstagd D
with: deliver cash back to the limited partners backing it.

thisweekin | skr "~ klnrs °~ c¢cdb ¢cd rhmbd rseigd mae ggd émgogsrenmed, equkuddkddmr ddind ef mevst mads ngnansg n
St I‘ our now - booming VC ecosystem launched. delay exiting positions at a lower valuation, and, instead, venture firms, some opting to sell down part of the stake
austraiian . . . . . _
. . extend the life of their funds. . in recent and upcoming secondaries, whilst also

StartUPS Cnlo gdc sn vg skr bknrdc hm sgd k rs sgqdd xd qr, sgdrd giengingthe deadline for some of these early funds to

early rounds were very modest - AirTree started with a Running a successful venture firm that consistently capture the upside of an IPO.

$60M fund in 2014 and, in 2022, closed three new funds ognuhcdr °~ gd ksgx gdstgm sn hmudrsnqgr hr g gqc. Ldskr s jd

totalling $700M. Square Peg began with a $200M fund in $50M fund; at 3x, it would need to return $150M. Say it Tgd bg kkdmfd | nuhmf enqgv qgc ht

2015 and closed a $550M fund in 2022. Blackbird started invests $10M in 5 startups, with a stake of 10% each. The the next Canva, it will be spotting and nurturing multiple

with a $30M fund in 2013 and a $1B fund in 2022. VC thesis is that you need one, just one startup, to provide C mu kr odg et mc.

_ - _ that outsized return to pay it off. If one of those five ' _
The growth in funds raised just from the big three VC hmudrsldmsr dwhsr s $1Bjustsg Whepever yo take capltal$trfr6: Bomes‘;\ Hngetwaeﬂwthat

firms alone shows the belief in VC and tech as a 66% of the way there. One unicorn is generally not investor comes knocking asking for their returns - that
kdf hshl ~sd hmudr sl dms udghbk %nougllu ﬁlfécfuirege{dgc'&c%rﬁ érmﬁltiplé Jhicind i, 4 ! @ d dime is now for the first VC funds in Australia. The

this very point; LPs expect a return on their investment. fund. Take that in the context of billion - dollar funds being validation that comes with showing a positive return

The typical VC fund needs to achieve a 3x return to be raised, and even a few decacorns may not be enough. would help mature Australia into a Tier 1 market with
considered a good investment. more capital, knowledge and experience being made

For these early funds, fortunately, Canva is currently available to reinvest into our ecosystem to start the next
reported to be valued at around $40B; a 5% stake is a 10 C mu '"r " mc Ask rrh mkr.
$2B return, and even a 1% stake is $400M. Assuming a
healthy position for the big three, a healthy secondary
sale later this year will be enough to provide a 3x or more

M&A and IPOs boomed in the ZIRP environment. and the return on these initial funds. An IPO in the coming years,
preferred exit strategy provided incredible returns for however, would provide the opportunity for truly outsized

hmudr snqr , ent mcdgr ~mc dl ok 6%&‘&5‘%”&?‘”"%%8%’? gstc%renét@jﬁc;(ory SS%BAE{% r
o

not the case anymore, with valuations taking a hit across mc bntmshm

As we near the end of life for these first funds raised, VCs
will need to liquidate and return money to investors - the
real test to see if our ecosystem is a viable investment
vehicle, indeed. : :
Haris Qureshi

Founder

This Week in Australian Startups

2024 Snl dsghmf Vdmstgdc PTY LTD. Akk ghfgsr qgqdrdgudc. 30



01. The State of Venture Capital

THE STATE OF ™

AUSTRALIAN &
STARTUP FUNDING €N

The other side of the coin: VC fundraising activity

Despite the turnaround in global listed technology markets, venture capital funds faced a challenging environment for attract

Investments from Limited Partners in 2023.

The denominator effect, which resulted in many Limited
Partners being disproportionately invested in private
markets when public markets tumbled in 2022,
combined with the substantial capital invested into
venture capital in recent years, significantly restricted
Limited Partners' capacity to inject additional funds into
the asset class.

Mirroring the challenges encountered by founders, 73%
of investors noted a diminished interest among Limited
Partners in investing in venture capital.

Despite this, 24% of investors surveyed indicated they
had announced the final close of a fund in 2023. 26%
were still in the process of fundraising as they
transitioned into 2024. The upcoming two years are
anticipated to be bustling for investors seeking capital,
with 74% expecting to re- enter the market to secure
financing for their next fund during 2024 - 25.

of investors said fundraising from
LPs was their top priority in 2023

PTY

2024

Snl dsghmf Vdmstqgdec

L TD.

INg

When do you expect your firm
will raise its next fund?

40%

Did your

firm raise
a new fund
in 20237

2026 or later |do notfeel We have no
sufficiently plans to raise
informed to  another fund

answer

2025

In 2023, what is your perception of limited partner
appetite for Australian Venture Capital investment
opportunities compared with recent years?

34% e
B No
Yes, we announced the final close on a new fund in 2023
B Yes, we are currently fundraising a new fund
B This does not apply to our fund Significant  Slight  No change . Slight Sjgnificant 6 _j_ ¢ E
(for example, you are a family office) decrease decrease increase  increase sufficiently
! informed to
comment
Akk ghfgsr gdrdqudc. 31
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Just 373 Investors recorded Iin funded deal data

Almost all active investors in 2022 slowed down considerably in
2023 | and a portion reported no new deals at all.

Anecdotal investor commentary suggests that professional startup investors allocated a
larger portion of their time to supporting their current portfolio companies, either
operationally or through small, often unannounced, bridging rounds. This observation
was corroborated by the data collected through our survey, making the widespread
slowdown in deal participation at the level of individual funds unsurprising.

In the first half of 2023, 31% of the most active investors did not announce any new
deals. This percentage decreased as the year progressed, in tandem with an uptick in
overall deal volume.

Investor activity

16 10 95%

Investors made
more than
5 investment in 2023
(vs 35in 2022)

of the 50 most active
investors in 2022

announced no new

Investments in 2023 2023 than 2022

of the 50 most active
investors announced
fewer investments in

2024 Snldsghmf Vdmstqgdc PTY LTD. Akk qghfgsr

Number of investors recorded across all deals

373

Although the reported decline in the total number of investors across all deals is
directionally correct, it's important to note limitations in this data, which may affect
year-on-year comparability.

Wghkd sgd cgno bntkc ad o qgqskx ctd sn
the increase in deal syndication by angel groups and some funds has led to many
investors not being listed on company cap tables. Furthermore, 2023 saw the trend
towards not disclosing all participating investors in public announcements.

gdrdqudc.

sgd
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International investors continue to support local ecosystem

Contrary to widespread commentary, international investors have not abandoned the Australian ecosystem. More detailed
analysis of the data suggests a nuanced picture, indicating sustained international interest in Australian startups.

While many later - stage, non- traditional funds have scaled back their involvement, the Percentage of deals participated in by International investors

proportion of deals featuring at least one international investor has remained robust. This 80%

retreat does not appear to be more pronounced than that of domestic investors. 20%

Many Series B and subsequent funding rounds in 2021- 2022 were spearheaded by global funds  60% ~ 7% - —
with significant funds under management. Among the international investors that have 50% \/

temporarily halted their local activities, these mega funds that led larger rounds are the most A40%

common. 30%

Supporting the funding data, 35% of local investors surveyed at the end of 2023 reported that 20%

international investors were active over the course of 2023. In the Cut Through Quarterly survey 10%

conducted in Q3, only a quarter noted witnessing an international investor bypassing a follow - 0%

on investment opportunity in a jointly owned portfolio company. 1H 2H ‘ 1H 2H ‘ 1H 2H ‘
Most local investors expressed a desire to see and compete with high - calibre global investors in 2021 2022 2023

investment rounds. Moreover, the majority are optimistic about seeing the presence of these
international investors increase in the year ahead.

O/O of local
7 O Investors

—Angel, Pre-Seed, Seed Series A —Series B+

4 2 0/ of 2023 6 6

deals? .. :
| , Australia is a core focus for MARS Equity as we seek out the
expect overseas startup included at least one ” best global SaaS and tech - enabled companies.
!nvestors _to_lncrease CLEIS !nternatlonal ITESIan We are pure conviction - driven growth stage Equity investor, and
In Australia in the next 12 months in the round

the strong founder DNA and collaborative nature of the local

: : Alex Kewle
(up from 42% in 2023) (down from 47% in 2022) | y players across ANZ provides a great ecosystem for founders to
Executive Director build and investors to fund great companies - especially as the
(1) Excludes Accelerator deals MARS Growth | " gjds ohbjr to "~ f hm hm 20214
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Insight Partners made our first investment in At Octopus Ventures, we are impressed with
Atrsg kh  hm 2004,  mc r h mhow Agsiratiais startupceéosystemshadsd m
fortunate to partner with 14 innovative startups flourished over the past decade.

in the Australian ecosystem on their ScaleUp The investments we have made reflect the
journeys. gdf hnmkr sdm bhntlr, qdr hi
We continue to be impressed by the calibre of alongside the ability to benefit from both a

the entrepreneurs, the global mindset, and the global perspective and high local

high quality of software companies that we are receptiveness to new technology.

privileged to work alongside. We are looking forward to continuing to

We are eager to be a collaborative partner and provide promising Australian businesses with a
resource to founders and early investors as the conduit to the UK market, helping them take
vibrant Australian tech ecosystem continues to advantage of the strong cultural, legal and
grow. business links between both countries.

Adam Said

Investment Manager
Octopus Ventures
United Kingdom

Rachel Geller

Managing Director
Insight Partners
United States
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Current pulse of Australian deal terms

CORRS
CHAMBERS
WESTGARTH

FOUNDER SURVEY INSIGHT

Does your startup currently issue any of
the following types of securities?

I Ordinary Shares 73%
ISAFE Notes 44%
I Preference Shares 43%
I Options 41%
I Convertible Notes 30%
I Debt Securities 7%

IWarrants 2%

The above does not constitute advice and should not be relied upon as such. You should always obtain

Ar ogduhntrkx mnsdc hm
quarterly reports, lower deal activity levels in the
Australian venture capital market in 2023
iImpacted not only the pricing of funding rounds
but also funding structures and deal terms.

Tgd " mdbcns k duhcdmbd
venture capital deals in 2023, as legal advisers to
both emerging startups and domestic and
international venture capital funds, is borne out in
the findings from The State of Australian Startup
Funding 2023 startup fundraising survey (2023
Survey).

Three key themes stood out:

A the increasing use of SAFES;
A more investor - friendly deal terms; and

A an uplift in foreign investment into Australian
startups.

SAFEs have become more popular but can lead
to cap table headaches

The 2023 Survey found that 44% of startups
currently have SAFEs on issue. This is a

matters covered by this publication. Some information may have been obtained from external sources, and we cannot guarantee t

2024 Snl dsghmf

Vdmst gdc PTY LTD. Akk qghfgsr

C t meaningfal mdrelasg frovhch wosigleqptlyeaks ago
when it was unusual to see SAFEs on the cap
table of Australian startups (a startup funding
survey conducted by Corrs in 2018 found that
only 8% of Australian startups had SAFEs on
Issue).

vdkud rddm ~bshmf nm
There are many factors driving the use of SAFEs,
including that they allow a company to raise
capital in a challenging market without setting a
valuation, they are generally easier to negotiate
and quicker to execute than a priced round, and
they can provide flexibility for both the investor
and startup. However, like convertible notes,
Issuing too many SAFEs can cause later
gd ¢ bgdr eng rs gstor
their impact on the cap table under different
fundraising or exit scenarios.

One of the major downsides of SAFEs is that the
number of shares they convert into is uncertain
because their conversion price is typically linked
to the price at which shares are issued in a future
funding round. While SAFEs are typically based
on a standardised template, the key economics
of a SAFE are usually subject to negotiation, so
founders need to understand the impact of
conversion discounts, valuation caps and
pre/post - money structures.

professional advice based on your specific circumstances before taking any action relating to

he accuracy or currency of any such information.

gdr dqudc.
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Wdkud rddm sghr ok x nts n
where the terms of convertible instruments

(SAFEs or convertible notes) have given

noteholders an outsized portion of the sale

proceeds, leaving founders and ordinary

shareholders to walk away with only a tiny slice

of the proceeds.

SAFEs and convertible notes are often issued

quickly and without detailed legal advice, which

can also lead to other complications during an

exit process. For example, we have seen

startups issue SAFEs or convertible notes without
enkknvhmf sgd qdpthqdl dmstr
shareholders agreement, including by failing to

v gohtaingequirddrslrasehotden apgrgvalson fallow

mandatory pre -dl oshud qghfgstr
also seen startups fail to ask noteholders to
accede to the shareholders agreement upon
conversion of their notes. In each case, these
hrrtdr vdgd hcdmshehdc " r
due diligence and led to costly rectification

processes which could have easily been

avoided.

oqnb

(continued next page)
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Current pulse of Australian deal terms  (continued)

CORRS
CHAMBERS
WESTGARTH

FOUNDER SURVEY INSIGHT

What factors might lead you to seek funding
from an international venture capital firm
over a local one?

I gﬁg?nsjs?(?plxg?ritlunities 72%
| e 65
I gglzgendSLocal Funding 5304
I Greater Risk Appetite 5204
I g‘nddUSEt;}F/)eSrgggialization 5504

Top 5 responses shown. Percentage of respondents
who the listed as a reason.

The above does not constitute advice and should not be relied upon as such. You should always obtain

Deal momentum shifts to investors

During 2023 we observed investors become
increasingly demanding about deal terms to de -
risk their investments, reflecting the competitive
dynamics of negotiations with founders.

This observation is reflected in the results of the
2023 CTV Survey, which showed that a number of
startups had issued preference shares with
investor- friendly rights, specifically:

with a right to a participating liquidation
preference, where the investor is entitled to a
liquidation preference and also to participate

with ordinary shareholders on a pro -rata basis in
a liquidation event;

with a right to a multiple liquidation preference,
where the investor is entitled to receive a multiple
of its initial investment before ordinary
shareholders receive a return; and

which included a full ratchet anti - dilution
protection, where the share price of the investor
Is adjusted to reflect the issue price of any
subsequent down round.

As with SAFEs and convertible notes, investor
friendly preference share terms can cause

matters covered by this publication. Some information may have been obtained from external sources, and we cannot guarantee t

2024 Snl dsghmf
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significant value erosion for founders who
g udmks tmcdgrsnnc
various fundraising or exit scenarios. These
matters are often negotiated at the term sheet
rs fd, rn hskr hl onqgs
unsure how these terms operate to get advice
upfront.

Uplift in foreign investor interest in Australian
startups

The 2023 Survey found that 27% of Australian
startups had raised funds from an international
venture capital firm, with the majority of this
funding coming from the United States. A weaker
Australian dollar during most of 2023 provided
further tailwinds for US parties investing in
Australian startups.

The participants in the 2023 Survey noted a
number of reasons for securing foreign
investment, which were (in order of importance):
access to global business opportunities;
favourable valuation and deal terms; limited
local funding options; greater risk appetite from
overseas investors; industry specialisation and
expertise; and strategic networking and
mentorship.

professional advice based on your specific circumstances before taking any action relating to
he accuracy or currency of any such information.

gdr dqudc.
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These benefits were offset by some perceived

disauJantagyds with seguing lioteign investmenmc d q

which were (in order of importance): an
insistence on US style documentation; extended
legal and fmanciatmegbiptionsy pgeference) for
USD valuations and payments; complex
regulatory compliance; and more rigorous due
diligence requirements.

We have continued to see strong interest from US
parties in Australian venture capital raisings and
technology M&A transactions in late 2023 and

d gkx 2024, rn vdkec
to continue to play a significant role in the
Australian market this year.

Jonathan Farrer

Partner
Corrs Chambers Westgarth

Nick Cuthbertson

Senior Associate
Corrs Chambers Westgarth
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