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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 Ɨand 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.

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. 

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 Ɨgame on.

The State of Australian Startup Funding 2023

Chris Gillings

Cut Through Venture &
Five V Capital
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Alister Coleman

Founder & Managing Partner
Folklore Ventures
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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 

Ƙsqdmcrƙ, ` o`mcdlhb, `mc ` bnlokdsd dbnmnlhb bxbkd.

For these generations, 2023 displayed a recovering funding 

dmuhqnmldms qdekdbshud ne 2020ƙr c`s`, vhsg $3.5 ahkkhnm 

cdoknxdc `mc Ƙitrsƙ 413 cd`kr qdbnqcdc. Cg`mfhmf hmudrsnq 

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, 

82% ne entmcdqr adkhdud sgdxƙkk rtbbdrretkkx q`hrd hm sgd mdws 2 

years alongside an expectation of fundraising by multiple VC 

firms.

Muted in a sea of more positive results are the modest 

improvements in gender - diverse startup funding, with 

participation in deals recovering from 2022 lows to a 5 - year 

peak of 12% and 26% by all- female 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 

qdldladq sg`s Atrsq`kh`ƙr rs`qsto etmchmf l`qjds hr qdrhkhdms, sn 

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 

nurtured.

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 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



01. The State of Venture Capital

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.

Australian investors 
gripped by Artificial 
Intelligence excitement

AI, 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 

AI/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.

Startups weather 
Ƙv`qshldƙ bnmchshnmr vhsg 
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.

Valuation shifts, mega 
deals slow, and no new 
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.

Unequal funding 
remain 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
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41%
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Taryn Pieterse

Principal 
Rampersand

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.

01. The State of Venture Capital

Justin Lipman

Partner
EVP

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.

Georgia Barkell

Managing Partner
Sprint Ventures

The final quarter of 2023 saw further pressure in 

public markets with an additional 25bp rate hike 

while inflation remained high. These flow - on 

effects to the private markets, and specifically 

Venture Capital, resulted in further tightening of 

valuations alongside conservative investment 

decisions. 

A significant portion of investments were made 

into bridging rounds for existing portfolio 

companies in an effort to support and extend 

runways through these tough times. The best 

startups are still being funded, but capital raises 

are taking longer, and due diligence is extensive.
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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 Ɩannual and quarterly
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 

imminent. 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. 

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.

01. The State of Venture Capital
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2022 was the year of turbulence,
2023 was the year of prudence.

Off the back of the slowdown in funding in late 2022, the 
last 12 months have seen founders operating in a highly 
capital - constrained environment. What became 
apparent very quickly was that while capital was still 
`u`hk`akd, ` entmcdqƙr `ahkhsx sn `bbdrr sg`s b`ohs`k 
changed dramatically.

This year, due diligence has evolved from a checkbox 
exercise to a robust (often months - long) process where 
no stone is left unturned. In addition to capital, investors 
invest significant time to ensure that they make sound 
investment decisions. Information provided is no longer 
taken at face value. Everything is stress- tested, from 
customer feedback to financial models and regulatory 
compliance.

These are not a deviation, but a correction Ɩat least for 
the foreseeable future. In 2024, due diligence will play a 
significant role in the capital - raising process, and 
founders need to bake this into their operations and 
capital - raising timelines.

Notably, for founders, investors are skewing their due 
diligence towards three key areas: growth trajectories, 
past performance, and guardrails to mitigate risk in the 
future.

Financial models for future growth

Fqnl hmudrsnqr rtqudxdc hm sghr xd`qƙr Cts Tgqntfg 
Venture report, the answer is resoundingly clear: the 
most important component for capital raising is the 
ability to articulate a clear growth narrative. VCs are 
inherently a vehicle to fund abnormal growth, but in 
2024, that abnormal growth needs to be demonstrated 
with sophisticated financial models grounded in sound 
reasoning and derived from insights, not ideas.

Over the next 12 months, the startups that will get 
funding are those who have clarity between where they 
are and where they want to be, with a careful and 
rigorous lens they can apply for future decision - making.

Quality and correctness of accounting
and financial reporting

Going hand in hand with increased scrutiny on financial 
lncdkr, 2023 r`v hmudrsnqr chf cddodq hmsn ` rs`qstoƙr 
books Ɩa trend that investors surveyed say will only 
become stronger in 2024.

Previously, a track record of unclear, disorganised or 
non- existent financial reporting may have slipped 
through the cracks every now and then. Not anymore. 
Founders need to pay close attention to their finance 
function, keep accurate records, and be prepared for 
investors to look at the last 12- 24 months (or more) 
before they make a decision on funding.

Stage- appropriate risk and governance frameworks

For founders, governance has historically been seen as 
an inhibitor of speed. However, in 2023, investors and 
founders alike have emphasised the need for processes 
to ensure startups maintain transparency and 
accountability to customers, investors, the board, and 
the public.

In the next 12 months, investors expect to place more 
importance on ensuring a startup has the appropriate 
processes and practices. The key here is the word 
appropriate: implementing the minimum viable 
governance at every stage of growth will allow startups 
to meet their legal and regulatory obligations without 
being bogged down in the practices required at later 
stages of growth.

The bottom line: Founders preparing to raise in the next 
12 months should expect an extensive due diligence 
process and adjust their fundraising timelines. However, 
dudm sgnrd vgn `qdmƙs `bshudkx q`hrhmf b`m trd sgdrd 
insights to strengthen their operations and put 
themselves in the best position possible for a future raise.

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.

Amanda Price

Head of High Growth Ventures
KPMG Australia

PARTNER INSIGHT

From promise to performance: Changing diligence considerations in 2023

01. The State of Venture Capital

Which of these areas will you be 
placing more focus on in the 
future when conducting due 
diligence into a potential startup 
investment? 

Financial models for future 
growth 67%

Quality and correctness of 
financial function and 
tracking of KPIs

59%

Stage- appropriate risk 
and governance 
frameworks

55%

Top 3 responses shown. Percentage of respondents 
who the criteria listed as a top priority.

FOUNDER SURVEY INSIGHT



Bec Wendland

Investor
Folklore Ventures

Tom Humphrey

Partner
Blackbird Ventures

Aussie founders build some of the best startups in 
the world.

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.

Ir``b Ndvsnm nmbd r`hc, ƛIe I g`ud rddm etqsgdq, hs hr 
ax rs`mchmf nm sgd rgntkcdqr ne Gh`msrƜ. 

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. 

We are galvanised by the emerging pool of 
exceptional founders and local momentum in sectors 
such as AI, deep tech, and bottom - up SaaS.
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Surveyed investors reported falls across the board, with later - stage transactions most 
impacted. The majority now believe pricing has likely stabilised.

01. The State of Venture Capital

What do you believe will 
happen to valuations in 2024?
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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 quite 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 fnudqmldmsƙr bq`yx 

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

15
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Valuations tumble across all deal stages



Maxine Lee

COO & Investment Director
Skalata

Rachael Neumann

Co- Founding Partner
Flying Fox Ventures

While there are now more funding options 

available for seed - stage founders, the hurdle to 

Series A is getting higher. Founders need focused, 

early-rs`fd rtoonqs sn dmrtqd sgdxƙqd `akd sn 

clear it. 

More than ever, seed - specialist VCs aren't just 

there for early cash injections Ɩhsƙr ntq ina sn 

sufficiently de - risk startups across all business 

areas to make them appealing to Series A 

appetites. 

That means establishing clear growth 

benchmarks from day one, investing across 

multiple smaller rounds at seed to prove/disprove 

assumptions, and dedicating more time and 

resources to help founders succeed.

We have never been more bullish about 

investing in early - stage companies. We not 

only believe that it provides the best potential 

for outsized returns, but with the new frontier 

of AI tools making companies more efficient 

than ever, we believe that in some cases, it 

may be the only time to access these 

opportunities as an investor. 

Where growth used to rely on frequent and 

increasingly larger capital injections, we 

believe some of the best companies in the 

future will only require a small amount of 

rs`qsto b`ohs`k, `mc sgdm nee sgdxƙkk fnơ 

01. The State of Venture Capital
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Emily Casey

Director, What the Health
Principal, Side Stage Ventures

After a hell of a tough year, we've sadly seen 

some serious struggles, and many startups have 

shut shop. Funding at all stages, particularly in the 

ƛu`kkdx ne cd`sgƜ rs`fd, vgdqd ahffdq bgdptdr `qd 

required.

However, it's all part of the normal innovation 

cycle - and at early stages, for innovative and 

defensible tech, there's still angel funding in health 

to be found. And more legacy companies and big 

organisations like health insurers are putting 

money where their mouth is with innovation. Even 

if it is in a slightly less traditional VC deal shape -

which is what's needed for Aussie Health.
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Smaller round sizes across the spectrum

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
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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 Ɩand 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 

bnmrshstsdr ` ƛahf cd`kƜ hr mnv rhfmhehb`mskx rl`kkdq, dudm 

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.

01. The State of Venture Capital

Increased competition for deals at the Angel 
and Pre- Seed stages led to early deals 
resisting the downward trend in deal size. 

$530K$570K$505K$500K

$775K

$238K

$900K

$700K

$2M

$925K

Angel + Pre- Seed

1H 2H 1H 2H 1H 2H 1H 2H 1H 2H

2019 2020 2021 2022 2023

Median

$700K

$1.7M

$742K$818K

$1.2M
$1.4M

$2.9M

$992K

$2.2M

$1.4M



Isabella Rich

Principal
OIF Ventures

Sachin Samarawickrama

Investor
Folklore Ventures

Olivia Grivas

Investor
Skip Capital

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 AI.

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 AI, in my view, will 

only increase.

Folklore is optimistic heading into 2024.

Wdƙqd dwbhsdc ax sgd `lahshnm ne 

Australian founders, and our front row 

opportunity to help build global 

software startups catalysed by the 

tectonic shift underway in AI. 

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.

After a challenging 12- 24 months for founders, 

vdƙqd bnlhmf hmsn 2024 eddkhmf noshlhrshb `s 

the signs that software buying behaviour is 

bg`mfhmf. Wdƙud addm gtfdkx hloqdrrdc ax 

the resilience of ANZ founders as they emerge 

from difficult market conditions battle -

hardened and with more efficient business 

models. 

Wdƙqd o`qshbtk`qkx dwbhsdc `ants sgd onsdmsh`k 

for AI to make startups more productive and 

oqnctbsr lnqd l`fhb`k. Wgdsgdq sgdxƙqd qhfgs 

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.

01. The State of Venture Capital
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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`qfdkx gdkc tmcdq ` Ƙv`hs `mc rddƙ 

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 lnmsgr ne sgd xd`q.Ɯ 

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 

startupsƗespecially those that had raised funds during the ZIRP era Ɨto adopt cost -

saving strategies to grow into, or closer to, their previously marked valuations. 

Announced deals of 

>$50M (vs 28 in 2022)

of total funded 
accounted for by 
15 largest deals

15

40%

54 29 15 22 13 6$50M+ deals 
in 2021

$50M+ deals 
in 2022

$50M+ deals 
in 2023

$100M+ deals 
in 2021

$100M+ deals 
in 2022

$100M+ deals 
in 2023
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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 1 2 1
3

1 2

5

11

9

7

4

7

5

1 1

4
3

1 1 2
1

1

2
2

2

4

11

5
6

1

1

5

1 1

4

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

2019 2020 2021 2022 2023

Number of Deals Between $50M and $99M Number of Deals >$100M

8% 9%
8%

9%

18%

21%
20%

18%

10% 10%

3% 2%
4%

2%

9% 9%

6%
5%

2% 2%

1H 2H 1H 2H 1H 2H 1H 2H 1H 1H

2019 2019 2020 2020 2021 2021 2022 2022 2023 2023

% of Deals that were  >$20M % of Deals that were >$50M Charlie Ill

Chief Investment Officer
Investible

Count of deals greater than $50M + $100M Ɩby quarter % of Deals that were greater than $20M Ɩby half year
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Many Series B and later businesses are 

rshkk `citrshmf sn sgd Ƙmdv mnqlƙ ne 

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.

The next foundational technology shift 

is truly upon us with the Artificial 

Intelligence revolution, and in this era, 

the significance of venture capital as 

`m `rrds bk`rr b`mƙs ad nudqrs`sdc. 

Venture fuels innovation and economic 

growth and is indispensable in 

facilitating and propelling the 

development of the upcoming 

generation of pioneering and globally 

influential Australian technology 

enterprises.

Later- stage deals started to drop at the end 

of 2021 as companies looked to extend 

qtmv`x `mc cdk`x etmchmf, `mc sg`sƙr 

largely continued throughout 2023. 

In venture, there are always outliers, and 

vdƙud rddm sg`s hm ntq onqsenkhn vhsg 3 ne 

AhqTqddƙrunicorn portfolio companies Ɩ

Employment Hero, Go1 and Pet CircleƖ

raising rounds this year at or above their 

previous valuations, defying the narrative 

around the lack of capital available at the 

growth stage.

Damian Fox

Partner
Carthona Capital

Grant McCarthy

Founder & Managing Partner
Tidal Ventures

Elicia McDonald

Partner
AirTree
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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 - deals 
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. 

01. The State of Venture Capital

21

Series B

$105M

Agriculture

Series B

$64M

Enterprise / Biz Software

Series D

$70M

FinTech

Series C

$50M

Hardware / Robotics

Series C

$73M

DevTech

Series A

$50M

Space / Defence

Series D

$75M

E Commerce / Retail

Series C

$55M

Hardware / Robotics

Series A

$78.6M

Enterprise / Biz Software

Series C

$60M

HealthTech

Enterprise / Biz Software

Series F

$263M
Series A

$150M

Bio Tech / Med Tech

Series A

$120M

Space / Defence

Series B

$110M

Blockchain

Series E

$109M

Marketplace

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
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AI / Big Data

Series A
$47M

EdTech / Training

Series E
$30M

FinTech

Series C
$27M

Climate Tech 

Series A
$23M

Agriculture / AgTech

Series C
$40M

FinTech

Series A
$30M

BioTech / MedTech

Series A
$26M

Hard / Robot / IOT

Series B
$23M

Climate Tech 

Series B
$35M

Ecommerce / Retail

Series A
$29M

Hard / Robot / IOT

Seed
$26M

Climate Tech 

Series B
$22M

Enterprise / Biz 
Software

Series E
$34M

Cyber / Privacy

Series A
$28M

BioTech / MedTech

Series B
$25M

EdTech / Training

Series B
$22M

Food / Beverage

Series A
$34M

FinTech

Series A
$28M

Consumer Product

Series B
$25M

HealthTech

Series A
$22M

FinTech

Seed
$32M

FinTech

Series B
$28M

Food / Beverage

Series A
$25M

Climate Tech 

Undisclosed
$20M

Cyber / Privacy

Series A
$30M

Hard / Robot / IOT

Series B
$28M

Climate Tech 

Series B
$24M

Hard / Robot / IOT

Series A
$20M

DeepTech

Series B
$30M

Marketplace

Series A
$28M

Climate Tech 

Series A
$23M

Transp / Log / Supply

Series A
$20M



Jessy Wu

Partner
Afterwork Ventures

2024 will be three years since the 2021 

ƘZIRPƙ l`mh`. 2024 l`x qdud`k 

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. 

01. The State of Venture Capital

Ben Grabiner

Co- Founder & General Partner
Side Stage Ventures

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 very best entrepreneurs to thrive. 

There really has never been a better time 

to start a company in Australia.

Sarah Nolet

Managing Partner
Tenacious Ventures

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, vdƙud rddm lnqd enbtr nm 

the deep tech solutions that will be much 

needed to achieve our urgent decarbonization 

fn`kr. Hdqdƙr sn bnmshmtdc fqnvsg hm 2024!
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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.

01. The State of Venture Capital

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 Ɩparticularly 

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 Ɩ

awarding it the top spot for the first time

41
Sectors saw a fall in total funding 

compared to 2022

20 25of

Investment by Sector (arrow indicates increase or decrease from 2022)

$505M

$331M

$301M

$269M

$268M

$202M

$186M

$171M

$170M

$147M

$108M

$106M

$94M

$82M

$79M

$79M

$78M

$72M

$57M

$45M

$33M

$30M

$30M

$17M

$12M

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 / Retail

O_ ®ª¢±_±t¢  ą =¢rt®±th® ą M²ªª}ºü

DevTech / Developer Tools

Cybersecurity / Data Privacy / Digital ID

Food / Beverage

Artificial intelligence / Big Data

MarTech / AdTech / SalesTech

PropTech / RealTech / Construction

Deep Tech

Gaming / Esports

Consumer Product (non Food / Bev)

Design / Publishing / Collaboration

Legaltech

Social Networking / Media

2023 Total Funding

6.5%

9.7%

6.3%

6.3%

9.9%

1.9%

5.3%

9.2%

3.1%

2.2%

6.5%

1.0%

4.1%

1.7%

3.1%

2.4%

3.1%

3.4%

5.3%

0.5%

1.7%

1.0%

1.5%

1.7%

2.4%

2023 % of Funded Deals



¦ 2024 Snldsghmf Vdmstqdc PTY LTD. Akk qhfgsr qdrdqudc. 25

Sector shifts in popularity

01. The State of Venture Capital

LEAST
EXCITED

MOST
EXCITED

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

The investor survey identified AI/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.

Alon Greenspan
Managing Partner
Mind Ventures

Championing crucial industries with 

tailored support is an investment in the 

very fabric of society. 

Consider mental healthƗa 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.

END OF 2022 HALFWAY THROUGH 2023 END OF 2023

Climate/CleanTech AI/Big Data AI/Big Data

AI/Big Data Enterprise/Biz Software Enterprise/Biz Software

Enterprise/Biz Software Cyber/Privacy/ID Climate Tech / CleanTech

Cyber/Privacy/ID Deep Tech HealthTech

HealthTech Agriculture/Agtech Cyber/Privacy/ID

Agriculture/Agtech EdTech/Training Agriculture/Agtech

Deep Tech DevTech DevTech

Trans/Logistics/Supply Trans/Logistics/Supply Deep Tech

Biotech/MedTech Design/Publish/Collab Legaltech

DevTech MarTech /AdTech Design/Publish/Collab

Hardware/Robotics/IOT Climate/CleanTech EdTech/Training

EdTech/Training Fintech Fintech

MarTech /AdTech Hardware/Robotics/IOT Hardware/Robotics/IOT

PropTech/ RealTech Healthtech Trans/Logistics/Supply

Block/Crypto/Web3 Legaltech Marketplace

Space/Aviation/Defence PropTech/ RealTech MarTech /AdTech

Gaming/Esports Gaming/Esports PropTech/ RealTech

Ecommerce/Retail 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/Retail Consumer Product

Marketplace Consumer Product Social Networking/Media

Social Networking/Media Block/Crypto/Web3 Block/Crypto/Web3



Tristan Terry

Director
Aura Ventures

Lucy Tan

Principal
Square Peg

One of the most interesting characteristics of the current VC 

market is the bifurcation of opportunities by level of perceived 

quality. While there is no doubt that raising capital as a first - time 

founder, without runs on the board, has become considerably 

more difficult Ɩfounders with strong pedigrees and quantifiable 

progress have seemingly been able to execute their raises, albeit 

more slowly, on favourable terms.

Pdqg`or rnld ne sgd dbnrxrsdlƙr l`mx e`hktqdr nudq sgd k`rs 

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 Ɩand are comfortable 

paying for the privilege of doing so.

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 

I would argue this is a return to normalcy, and 2021 - 22 

were the aberrant years.

01. The State of Venture Capital
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Incremental improvement for female 
founders
Overall outcomes for female founders remain 
below the levels that most in the ecosystem deem 
appropriate. However, some metrics provide 
encouraging signs. 

01. The State of Venture Capital

The participation in deals by all - female or mixed -

gender teams reached a five - year peak, while the 

share of total capital raised recovered from the 

low levels achieved in 2022. Nevertheless, it still fell 

short of the figures observed in 2020 and 2021.

The majority of these relative improvements were 

received by mixed - gender teams, a topic that is 

discussed in greater detail in the "The State of 

Gender Equity" section of this report.

Deal participation and the share of funding for 

founding teams with at least one female founder 

improved across all stages of investment. Yet the 

pattern of stronger outcomes at the earliest stages 

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 Ɩ

though, for the moment, this remains only a hope.

Share of capital raised and # deals to founding 
team with at least one female founder

22% 20%

10%

18%

22%
19% 21%

26%

2020 2021 2022 2023

Percentage share of capital raised Percentage of announced deals

of Angel + Pre-
seed deals involved 
female founders 
(vs 37% in 2022) 34% 25%

of Seed deals 
involved female 
founders 
(vs 22% in 2022) 

of Series A deals 
involved female 
founders 
(vs 16% in 2022) 

22% 20%
of Series B+ 
deals involved 
female founders 
(vs 14% in 2022) 
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Despite making great progress in gender diversity 
at the top of the investment funnel, gender 
discrimination issues persist in the hardest place 
to change them: within the investment committee. 

Iƙud itrs fns svn vnqcr enq `mx Atrsq`kh`m udmstqd 
fund manager who doubts the investability of 
edl`kd entmcdqr, `mc sgdx `qd ƛMdk`mhdƜ `mc 
ƛPdqjhmrƜ. Im 2024 `rj xntqrdke: gnv knmf vhkk I 
allow my unconscious gender biases to affect my 
etmcƙr etstqd odqenql`mbd?

Alan Jones
General Partner
M8 Ventures

Despite inexhaustible dialogue about the need to 
invest more in women - led and mixed - gender 
teams, the numbers tell a different story. Research 
show that women - led and mixed - gender teams 
are more likely to produce outsized returns, and 
yet the numbers remain paltry at best. 

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.

Kirstin Hunter
Managing Director
Techstars Tech Central Sydney



Doone Roisin

Founder & Host
Female Startup Club

Michael Batko

Chief Executive Officer
Startmate

Jess Baird Walsh

Venture Partnering 
KPMG Futures

How we report on mixed - gender founding 

teams needs to be critically examined. 

A company is considered female founded if it 

Ƙg`r `s kd`rs nmd edl`kd entmcdq hm sgd lhwƙ, ats 

on the cap table that can look like three - or-

more male co - founders with substantially 

higher equity vs the individual female co -

founder with less than 10%. 

This blurring of lines and stark equity disparity 

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.

The stats on funding of women founders are 

devastatingly low and easily discouraging 

as a founder as well as an investor. 

It is important to keep creating a welcoming 

environment for women, not just waiting for 

the opportunity to invest, but all the way 

from the beginning - to encourage women 

to safely join the startup industry, build 

companies and widen the funnel. 

There is no quick fix, but a long journey that 

all of us have a responsibility to be part of.

Our industry is brimming with extremely 

talented and generous women who are 

building, mentoring and investing across the 

Australian startup ecosystem. 

The evidence suggests that investing in women 

founders and diverse teams delivers stronger 

returns for investors and better economic 

outcomes for our nation. 

Isƙr shld sn stqm fnncvhkk sn `bshnm `mc s`jd 

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.

01. The State of Venture Capital
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Who's still a unicorn?

While this statistic might be jarring, it likely 

underestimates the gravity of the fall. Most 

recent round valuations are a limited 

measure, potentially overstating the size of the 

remaining unicorn herd, given that many 

companies have postponed their next price 

funding round, delaying a valuation update.

It's reasonable to infer that many unicorns 

anointed towards the end of the bull market in 

Q1 of 2022 have encountered a similar fate.

Aileen Lee, of US venture firm Cowboy 

Ventures, who is credited with coining the 

Ƙtmhbnqmƙ sdql hm 2013, oqnuhcdc `m`kxrhr hm 

January 2024 showing that 40% of prior 

unicorns are now valued below $1 billion in 

secondary markets. She also highlighted that 

60% of global unicorns were last valued 

during the January 2020 to March 2022 

boom - time era. 

As a principle, we refrain from hypothesizing 

about the performance of individual 

Australian startups without supporting data. 

However, of the fifteen Australian unicorns 

identified in this report last year, only four 

publicly disclosed re - priced primary or 

secondary rounds and revised valuations in 

2023: Canva, Go1, Pet Circle and Safety 

Culture.

Despite many unicorns skillfully managing the 

past 18 months without resorting to a 

traditional equity funding round Ɨachieved 

through a blend of growth, cost reductions, 

and alternative financing like convertible notes 

Ɨthese strategies are not indefinitely 

sustainable, especially for businesses yet to 

achieve profitability. 

With the era of easy venture capital funding 

apparently over (or at least, for now, on long 

service leave), many of these scaleups who 

return to market looking for capital may 

struggle to meet the heightened performance 

expectations of the late - stage investors who 

remain in the market. 

As cash reserves run dry, numerous unicorns 

(or former unicorns) will need to return to 

market for capital. Some will find willing 

investors, while others will likely need to 

explore exit strategies via a public market 

offering, but more likely M&A.

No new Australian unicorns were crowned 

publicly in 2023.
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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. 

New valuation announced in 2023

No new valuation announced in 2023

US$26B $2.7B $3B $1.1B

$8.8B $2.8B $3.5B $2B

$1.9B $1.5B $1.5B $1B+

$1B+ $1B+ $1B+



Isƙr `klnrs ` cdb`cd rhmbd rnld ne sgd ehqrs etmcr eqnl 

our now - booming VC ecosystem launched.

Cnlo`qdc sn vg`sƙr bknrdc hm sgd k`rs sgqdd xd`qr, sgdrd 

early rounds were very modest - AirTree started with a 

$60M fund in 2014 and, in 2022, closed three new funds 

totalling $700M. Square Peg began with a $200M fund in 

2015 and closed a $550M fund in 2022. Blackbird started 

with a $30M fund in 2013 and a $1B fund in 2022. 

The growth in funds raised just from the big three VC 

firms alone shows the belief in VC and tech as a 

kdfhshl`sd hmudrsldms udghbkd. Isƙr hlonqs`ms sn qdldladq 

this very point; LPs expect a return on their investment. 

The typical VC fund needs to achieve a 3x return to be 

considered a good investment.

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.

M&A and IPOs boomed in the ZIRP environment, and the 

preferred exit strategy provided incredible returns for 

hmudrsnqr, entmcdqr `mc dloknxddr. Umenqstm`sdkx, sg`sƙr 

not the case anymore, with valuations taking a hit across 

sgd an`qc. Im qdronmrd, vdƙud rddm rnld etmcr nos sn 

delay exiting positions at a lower valuation, and, instead, 

extend the life of their funds. 

Running a successful venture firm that consistently 

oqnuhcdr ` gd`ksgx qdstqm sn hmudrsnqr hr g`qc. Ldsƙr s`jd ` 

$50M fund; at 3x, it would need to return $150M. Say it 

invests $10M in 5 startups, with a stake of 10% each. The 

VC thesis is that you need one, just one startup, to provide 

that outsized return to pay it off. If one of those five 

hmudrsldmsr dwhsr `s $1B, sg`sƙr nmkx ` $100M qdstqm Ɩjust 

66% of the way there. One unicorn is generally not 

enough; it requires a decacorn or multiple unicorns in a 

fund. Take that in the context of billion - dollar funds being 

raised, and even a few decacorns may not be enough. 

For these early funds, fortunately, Canva is currently 

reported to be valued at around $40B; a 5% stake is a 

$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 

return on these initial funds. An IPO in the coming years, 

however, would provide the opportunity for truly outsized 

returns if Canva continues its current trajectory - $2B ARR 

`mc bntmshmfơ

Wdƙud rddm ` lhwstqd ne ansg noonqstmhshdr `bqnrr sgd 

venture firms, some opting to sell down part of the stake 

in recent and upcoming secondaries, whilst also 

extending the deadline for some of these early funds to 

capture the upside of an IPO.

Tgd bg`kkdmfd lnuhmf enqv`qc hrmƙs fnhmf sn ad ronsshmf 

the next Canva, it will be spotting and nurturing multiple 

C`mu`ƙr odq etmc. 

Whenever you take capital, there comes a time when that 

investor comes knocking asking for their returns - that 

time is now for the first VC funds in Australia. The 

validation that comes with showing a positive return 

would help mature Australia into a Tier 1 market with 

more capital, knowledge and experience being made 

available to reinvest into our ecosystem to start the next 

10 C`mu`'r `mc Ask`rrh`mƙr.
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Haris Qureshi 

Founder
This Week in Australian Startups

PARTNER INSIGHT

The class of 2010s is about to graduate Ɩwhat does success look like?
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with: deliver cash back to the limited partners backing it.



34%

24%

26%

16%
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The other side of the coin: VC fundraising activity

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 202316%

Did your 
firm raise 

a new fund 
in 2023?

No

Yes, we announced the final close on a new fund in 2023

Yes, we are currently fundraising a new fund

This does not apply to our fund 

(for example, you are a family office)

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

34%

40%

11%
7% 8%

2024 2025 2026 or later I do not feel

sufficiently

informed to

answer

We have no

plans to raise

another fund

34%
39%

6% 7% 4%
10%

Significant

decrease

Slight

decrease

No change Slight

increase

Significant

increase

6 j¢ Ě± qll} 

sufficiently 

informed to 

comment

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

Despite the turnaround in global listed technology markets, venture capital funds faced a challenging environment for attract ing
investments from Limited Partners in 2023. 
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Just 373 investors recorded in funded deal data 
Almost all active investors in 2022 slowed down considerably in 
2023 Ɩand a portion reported no new deals at all. 

16
Investors made 

more than
5 investment in 2023 

(vs 35 in 2022)

10
of the 50 most active 

investors in 2022 
announced no new 
investments in 2023

95%
of the 50 most active 
investors announced 
fewer investments in 

2023 than 2022

Number of investors recorded across all deals
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.

2023202220212020

373833899468
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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 cqno bntkc ad o`qskx ctd sn sgd cdbqd`rdc eqdptdmbx ne 'o`qsx qntmcrƙ, 

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.

Investor activity



expect overseas startup
investors to increase activity
in Australia in the next 12 months
(up from 42% in 2023) Alex Kewley

Executive Director 
MARS Growth

Percentage of deals participated in by International investors
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Angel, Pre-Seed, Seed Series A Series B+

(1) Excludes Accelerator deals

Australia is a core focus for MARS Equity as we seek out the 
best global SaaS and tech - enabled companies. 

We are pure conviction - driven growth stage Equity investor, and 
the strong founder DNA and collaborative nature of the local 
players across ANZ provides a great ecosystem for founders to 
build and investors to fund great companies - especially as the 
l`qjds ohbjr to `f`hm hm 2024 `mc adxnmc.Ɯ

70% of local 
investors 42% of 2023 

deals1

included at least one
international investor
in the round
(down from 47% in 2022)
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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 

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

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

Many Series B and subsequent funding rounds in 2021- 2022 were spearheaded by global funds 

with significant funds under management. Among the international investors that have 

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

common.

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

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

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

on investment opportunity in a jointly owned portfolio company.

Most local investors expressed a desire to see and compete with high - calibre global investors in 

investment rounds. Moreover, the majority are optimistic about seeing the presence of these 

international investors increase in the year ahead.

01. The State of Venture Capital



Rohit Agarwal

Managing Director
Peak XV 
India 

Rachel Geller

Managing Director
Insight Partners
United States

Adam Said

Investment Manager
Octopus Ventures
United Kingdom

Australia has produced multiple global winners 

in our core investment themes like software, 

fintech and consumer goods. 

From Atlassian and Canva to Afterpay and 

Aesop, we have been inspired by the customer -

centric design and innovation coming out of 

Australia. We're looking to partner with founders 

who are looking to build the next generation of 

"Australia to the World" companies. 

Given our footprint spanning some of the world's 

largest and most exciting markets like India, 

Southeast Asia, Middle East and North America -

we can really partner with the local ecosystem, 

entrepreneurs and investors, in their journey to 

globalisation.

Insight Partners made our first investment in 

Atrsq`kh` hm 2004, `mc rhmbd sgdm, vdƙud addm 

fortunate to partner with 14 innovative startups 

in the Australian ecosystem on their ScaleUp

journeys. 

We continue to be impressed by the calibre of 

the entrepreneurs, the global mindset, and the 

high quality of software companies that we are 

privileged to work alongside. 

We are eager to be a collaborative partner and 

resource to founders and early investors as the 

vibrant Australian tech ecosystem continues to 

grow.

At Octopus Ventures, we are impressed with 

how Australia's startup ecosystem has 

flourished over the past decade. 

The investments we have made reflect the 

qdfhnmƙr sdm`bhntr, qdrhkhdms entmcdqr Ɩ

alongside the ability to benefit from both a 

global perspective and high local 

receptiveness to new technology. 

We are looking forward to continuing to 

provide promising Australian businesses with a 

conduit to the UK market, helping them take 

advantage of the strong cultural, legal and 

business links between both countries.

01. The State of Venture Capital
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Current pulse of Australian deal terms 
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meaningful increase from a couple of years 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).

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`c`bgdr enq rs`qstor vgn g`udmƙs tmcdqrsnnc 
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.

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

Tgd `mdbcns`k duhcdmbd vdƙud rddm `bshmf nm 
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:

Åthe increasing use of SAFEs;

Åmore investor - friendly deal terms; and

Åan 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

Wdƙud rddm sghr ok`x nts nm dwhs sq`mr`bshnmr 
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 qdpthqdldmsr ne sgd bnlo`mxƙr 
shareholders agreement, including by failing to 
obtain required shareholder approvals or follow 
mandatory pre -dloshud qhfgsr oqnbdrrdr. Wdƙud 
also seen startups fail to ask noteholders to 
accede to the shareholders agreement upon 
conversion of their notes. In each case, these 
hrrtdr vdqd hcdmshehdc `r o`qs ne `m `bpthqdqƙr 
due diligence and led to costly rectification 
processes which could have easily been 
avoided.

(continued next page)

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 guarantee t he accuracy or currency of any such information.

Ordinary Shares 73%

SAFE Notes 44%

Preference Shares 43%

Options 41%

Convertible Notes 30%

Debt Securities 7%

Warrants 2%

FOUNDER SURVEY INSIGHT

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

significant value erosion for founders who 
g`udmƙs tmcdqrsnnc sgdhq chktshnm`qx hlo`bs tmcdq 
various fundraising or exit scenarios. These 
matters are often negotiated at the term sheet 
rs`fd, rn hsƙr hlonqs`ms enq entmcdqr vgn `qd 
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.

These benefits were offset by some perceived 
disadvantages with securing foreign investment, 
which were (in order of importance): an 
insistence on US- style documentation; extended 
legal and financial negotiations; preference 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`qkx 2024, rn vdƙc dwodbs hmsdqm`shnm`k hmudrsnqr 
to continue to play a significant role in the 
Australian market this year.

Nick Cuthbertson

Senior Associate
Corrs Chambers Westgarth

PARTNER INSIGHT

Current pulse of Australian deal terms (continued) 
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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 guarantee t he accuracy or currency of any such information.

Jonathan Farrer

Partner
Corrs Chambers Westgarth

Access to Global 
Business Opportunities

72%

Favourable Valuation 
and Deal Terms

65%

Limited Local Funding 
Options

58%

Greater Risk Appetite 52%

Industry Specialization 
and Expertise

52%

FOUNDER SURVEY INSIGHT

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

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


