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THE STATE OF
AUSTRALIAN
STARTUP FUNDING

We're thrilled to share the inaugural State of Australian Startup Funding report.

2021 was a year like no other for the Australian startup ecosystem— so it is fitting to
release this first-of-its-kind, comprehensive look into the key trends and issues shaping
Australia's startup funding landscape.

The funding data featured in the report comes from publicly available information and data
provided directly to Cut Through Venture by Australian startup founders and investors. The
report is also informed by survey responses from and conversations with more than 850
Australian startup founders, professional startup investors and angel investors. All
additional information sources are referenced throughout the report.

The State of Australian Startup Funding 2021 was published by Cut Through Venture and
Folklore Ventures, with support from a long list of extraordinary Australian startup
ecosystem participants.

We hope you enjoy it.
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11 Ten Things To Know

01 Investment into Australian startups surpasses S10B.

Total equity investment into startups more than tripled in 2021. More investors - from Australia
and beyond - are investing in Australian startups than ever before, and the ecosystem is now
large enough to support a viable, high-performing venture capital sector.

02 Investors are moving faster to stay competitive.

Local investors revised their strategies to match the accelerated deal speed, with 50% of
investors increasing diligence pace and reducing time to signed term sheets. Ninety per cent of
local investors expect investment activities to increase in 2022, and firms are doubling down by
raising bigger funds and building larger teams of both investors and operators.

03 Deal sizes leapt to new heights across all stages.

The average Seed round doubled, and later-stage average deal sizes all saw double-digit
growth. Large local investors were more active at the Seed stage, increasing deal
competitiveness and driving significant deal value inflation. The rise of new local investment

firms and the entrance of global investors meant that the competition for quality deals across all
stages soared.

04  Fintech and Enterprise Software accounted for 35% of total funding,
but new challenger sectors emerge.

Both sectors are amongst the top investor picks for professional and angel investors for 2022,
but CleanTech is a top priority for more than 38% of investors, and Blockchain/Web3 for 26% of
investors. Enthusiasm for these emerging sectors, paired with several newly-launched
dedicated funds, should see them rise in the funding ranks in 2022.

05 Overseas investors participated in one-quarter of all reported deals.

Australia is emerging as a hub for world-class startups. Add a maturing local funding ecosystem
to the mix, and you have a top-tier hunting ground for global investors. Several well-known
international investment firms made more than ten investments in 2021. A global investor led
Australia’s largest deal of the year, and there was heavy international participation within the top
fifty largest deals.
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06  After a decade of community-led growth, angel investing hits its stride.

Angels are now taking advantage of many pathways for angel investing in Australian startups.
Ninety-two per cent of surveyed angels participate in an organised investment group, and 28%
expect to invest more in startups in 2022. While 84% of angels surveyed have worked at a
startup, diversity within the ranks of angels remains low.

07 Founder awareness remains low, but venture debt is now a viable
funding alternative for startups.

A new wave of venture debt players has emerged to fill gaps where traditional lenders have
fallen short. New local funds, international funds with Australian vehicles, and dedicated debt
funds launched by local VCs have created a large new capital pool for startups.

08 Tech M&A broke records, but public market outcomes were mixed.

Australian tech M&A hit $10.8B, driven in large part by elevated activity by global buyers.
European and US technology trade-buyers and buyout firms were active and dominated larger
ticket deals. The number of Australian tech IPO deals increased only marginally from 2020, and
most deals are now underwater following the significant Q4 21/Q1 22 tech sell-off.

09 Female founders involved in 19% of venture deals and received 22%
total funding in 2021.

Twenty-nine per cent of accelerator/angel/pre-seed deals involved female founders, which was
higher than at later stages. Five of the ten largest deals involved founding teams with at least
one woman. Just 2% of total capital raised went to female-only founder teams. There is broad
ecosystem support to dig deeper to understand this dynamic and how it can improve.

10  Funding to female founders is on par with other major markets, but
Australia has the opportunity to set a new global standard.

Prioritising diversity across Australia’s funding landscape appears to be at an all-time high, but
we've got a long way to go. Empowering women to work in and invest in startups are small steps
we can take towards improving the gender balance in startups, but there’s more that must be
done to establish Australia as a leader for broad diversification across the startup ecosystem.
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2.1 Supporters
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2.2 AWord From

When we sent the first Cut Through Venture ("CTV") newsletter in April 2021, we
believed providing better access to ecosystem data could help showcase the amazing
progress of Australian startups. Our belief was, and remains, that more transparent
and complete data is critical to understanding the rapid gains achieved by the

Australian startup ecosystem.

Eleven months on, we're proud that CTV's data and insights
have added to the dialogue on the state of the Australian
startup ecosystem.

We're thrilled that CTV's data could power this inaugural
edition of the State of Australian Startup Funding report. This
report builds on CTV's mission to increase the overall visibility
of the Australian startup ecosystem, locally and
internationally. And what a year to kick-off— 2021 will go
down in the annals of history as the year when the Australian
startup ecosystem earned its seat at the adults table.

We crossed over $10B in capital invested, more than tripling
last year's figure. This included eight $250M+ confirmed
deals — more than all previous years combined. In December
we had nine live (and one recently retired) tech unicorns
roaming our shores.

The number of total investors participating across all
recorded transactions almost doubled. International investors
were more present than ever, with one in four deals involving
an overseas investor.
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Heightened startup investment activity signals a healthy
ecosystem but tells just part of the story. Our three State of
Australian Startup Funding Ecosystem Survey'’s gathered
insights from 850+ Australian startup investors and
founders, and we met an ecosystem buoyed with
confidence.

More than half of investors expect to pick up their investing
pace in 2022, and angels have more ways to invest than
ever. Eighty-eight per cent of founders are confident they'll
successfully raise their next round.

The Australian startup ecosystem now has sophisticated
founders and local investors, diverse funding options, and
increasing competition for deals from established
international investors. There is also record institutional
capital ready to be deployed, which always helps.

The state of Australia's startup funding is in great shape.

Bring on 2022.

CUT THROVGH
venture

Chris Gillings

Editor
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2.2 AWord From

2021 was a year of record-breaking numbers in startup funding. Headline after
headline pointed to the large sum of capital flowing into the ecosystem — over S10
billion — and the swelling pool of entrepreneurial talent that’s up there with the best

1 the world.

For those of us deeply ingrained in Australian startups, this
comes as no surprise. Last year was another milestone in the
compounding evolution of an ecosystem that has been 20
years in the making. Excitingly still, we will no doubt see this
compounding and scale continue for the next 20 years.

That said, Australian startups—-- with the exception of the
Atlassians and Canvas of the world —- and our funding
ecosystem have flown under the radar for too long.

Despite valuable collective efforts previously — which Folklore
also supported - no report has yet provided our ecosystem
with a comprehensive understanding of our investment data.
It's one thing to see the headlines and member organisation
contributions, but quite another to dig deeper to understand
what's happening from the ground up.

So, together with Cut Through Venture and other great
supporters, Folklore is stepping up to the challenge to help
produce an in-depth look at local funding data and trends.

We hope that this report will not only provide an actionable
and transparent window into the Australian startup funding
landscape, but unify our industry of investors and startup
builders to collectively contribute to future reports.
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More voices going into the report will only give us better
insights as we strive to create the right environments to
support great entrepreneurs.

That kind of clarity requires us to see past the success
stories and to understand the sometimes messy underbelly
of startups in a way that leads us to be able to answer
important questions, such as: How do we scale our funding
landscape? How do we continue to attract more female and
minorities to become the entrepreneurs, builders and
investors of tomorrow? How do we work with government
to unlock our ecosystem’s catalytic potential? How do we
continue to lay the foundations for our country’s
technological relevance for decades to come?

By celebrating how far we've come while also highlighting
any barriers in our way as we move from one stage of
growth to the next, we hope the State of Australian Startup
Funding 2021 report will help focus Australia’s founders,
investors and policymakers on the opportunity and
challenges that need to be addressed if we want to
continue building the future from our shores, and creating
economic resilience for future generations.

FOIlKIOre

Alister Coleman

Founder & Managing Partner
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2.2 AWord From

Australians are well known for their entrepreneurial spirit. Australia has been a
launchpad for exciting startups like Canva and increasingly a vibrant home for
startups in the fintech, climate tech or blockchain space. Over the past year, weve
deepened our focus on helping startups scale and thrive in the cloud.

Globally, we have launched new resources and mentorship programs, hosted our first-ever Google Cloud
Startup Summit and grown our team of startup experts around the world.

In Australia, we recently announced the launch of the ", a $1 billion investment to
supercharge local innovation and build a more robust digital economy. Part of this initiative was, in fact, the
launch of 2, Australian businesses will now benefit from low latency and
high performance of their cloud-based workloads and data. This is especially important to startups as they
build products and services that need to scale.

This year we're also committed to doing even more with the launch of new programs for both early and late-
stage startups: for early-stage start-ups, we provide credits to support the first two years of their Cloud
journey (up to $100k each year) as well as access to dedicated experts across Google3 And later stage start-
ups can benefit from tailored financial, technical and business benefits. We believe these unmatched offers
will help startups build better and move faster.o invest heavily in Australian innovation and building a
technology infrastructure that supports the ambitions of visionary founders. There has never been a better
time to build a business.
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Google Cloud

Sebastian Henrici

Sales Leader, Digital Native Customers
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2.2 AWord From

The reason why startups choose Google Cloud is simple:

1. Sustainability matters: we are carbon neutral t 4 and are committed to running on carbon-free energy,
24/7, at all of our data centres by 2030. Plus, we're sharing technology, methods, and funding to enable
organisations around the world to transition to more carbon-free and sustainable systems.

2. Focus on product development not managing resources: Google Cloud’s state-of-the-art containers and
microservices help get Startups from code to production in record time. In fact, Google Cloud has been
named a leader in the Q12022 Wave report on Container platforms and customers agree: idwall report
improved developer productivity of >30%° and CitrusAd dramatically reduced release cadence®.

3. Data-driven decisions and features: Google Cloud was named leader in Al / ML in The Forrester Wave in
December 20277. It's in our DNA. Our leading Data Analytics and Al solutions help startups unlock powerful
insights and improve decision-making. For example, Playground xyz8 was able to build cutting edge eye
tracking technology for ad measurement at scale using Google Cloud’s Al platform.

4. Manage exploding cloud costs: Startups building on or migrating to cloud-native architecture on Google
Cloud report significant cost savings. Our simple, secure, reliable platform also reduces risk and increases
operational efficiency. Take Power Ledger which was able to reduce cost by 30%%

The future is bright for Aussie startups. VC investment is dramatically on the rise and we are continuing to
invest heavily in Australian innovation and building a technology infrastructure that supports the ambitions
of visionary founders. There has never been a better time to build a business.

1Google Blog, 2021

2 Google Cloud Blog, 2021

3 Google for Startups Cloud Program, 2022

4 Google Cloud Sustainability, 2022

51DC Case Study, 2020

6 Google Cloud and CitrusAd Case Study

7 Forrester Report, 2021

8 Google Cloud and Playground xyz Case Study
? Google Cloud and Power Ledger Case Study
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2.2 AWord From

Australia is heading into what will very likely be unprecedented times of huge growth in the
technology and innovation sector, with startup funding as one of the key pillars. Aussie Angels lets
angels join leading investors in funding the next wave of Australian startups, and we are beyond
excited to be supporting the State of Australian Startup Funding Report.

This is the first time that data from across the entire funding
landscape in Australia is truly being brought together. The
report spans from equity crowdfunding to angel investing
and all the up to the biggest VC deals, capturing data from all
stages.

Information on angel investments is almost always left out of
analysis on the venture economy. At the same time, the
yearly number of angel cheques written could easily be five
times higher than the number of VC cheques written.
Potentially even astronomically higher if you consider that
each transaction from an investor into a company via an
equity crowdfund, is an angel check written.

We know that funding for startups at the very earliest stages
can often be the difference between surviving or not, and
that angels play a huge role in driving that value creation.
Until now, we haven't been able to get a strong sense of
what's going on at that stage. You can't improve what you
dont measure, so this is coming at an absolutely critical time.

This report is the first step towards understanding the impact
and scale of those investments. These insights will hopefully
enable our ecosystem to begin making necessary changes to
secure the future exponential economic value from this
sector.

When it comes to angel investing, there are several factors
that have a material impact on volume, one of which is
access, anotheris an incentive.
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Access to quality deal flow (ie. startup investment
opportunities), is important because angels deploy their
money into companies they assess as being likely to
generate high returns. Without access to those types of
companies, they may not invest in the sector.

With Aussie Angels, investors can find and join angel
syndicates to get access to exclusive startup funding
rounds and premium deal flow, while investing with leads
whose incentives are aligned with theirs.

Angels also need enough incentive to place risky bets on
startups. While the potential for an outsized returnis a
strong incentive, there are also several elements within
government policy that can either increase that incentive or
decrease it.

We believe one of the biggest issues within startup funding
is ensuring proper financial structures are in place to create
the right efficiencies for startup investing. Financial policies
structured with the specific needs of startup investing
creates efficiencies that increase the incentive.

Aussie Angels is on a mission to give more Australians the
opportunity to participate in the venture economy. This
report provides an excellent window into what that looks like
in Australia.

aussie angels

Cheryl Mack

CEO

©00
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2.2 AWord From

The Cake team is proud to be helping to build a thriving community in the startup
space. Our vision is to give every aspiring entrepreneur with a dream the power to
change the world for the better. We do this by making equity simple, fast and
borderless for founders globally, so they can go build a better future for all of us.

Fortunately, we have so far helped over 1,000 funded
startups as customers, with over 60,000 investors and 6,500
employees. And we are excited the resulting data helps to
uncover insights on our awesome industry. While we're a
startup ourselves, we realise our opportunity to help in
providing data to the industry. We're delighted to partner with
Cut Through Venture, Folklore, Aussie Angels and so many
more to bring this together. In the coming years we're sure
that our data will improve too, and our team is excited to help
where possible.

At Cake, we think of investors as not only angels and VC, but
also the startup teams. 10-20% of a startups equity can be
held by the team, which results in life changing wealth
creation for many early team members of successful
startups. As our industry matures, more employees are able
to exit their options, creating financial success far beyond
what almost all salaries can provide. And hopefully, the cycle
continues as new angel investors and VC LPs are born!

More than ever too, we're operating in a global venture and
technology environment. International investing is growing
and startups are building global teams. This brings new
opportunities, as Australian startups can partner with both
local and international investors easier, and access global
talent.
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This brings challenges too and we need to build cross
border equity solutions (watch this space). Cake's
technology brings down the cost, and time, that it takes to
use and create value from equity, and therefore makes
equity much more accessible. And we're so proud to help
make this change.

There are many challenges in startup land, including a lack
of data! Leading global reports often exclude or misreport
Australia, and its important that we help founders,
investors, and other industry and government stakeholders
to understand our industry, so more informed decision can
be made, and provide transparency to diversity. We are
sure this report will be very helpful for many, and we're glad
to be involved.

It's been a record year for startups in many ways, as the
data shows, and there is always an incredible startup
founder waiting to tell their story and build their dream
company to change the world. Let's keep pushing to help
innovation succeed!

Jason Atkins
CEO and Co-Founder
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The state of Australia's startup funding ecosystem is strong.

Australian startups received more than $10 billion in funding in 2021, cementing
the Australian startup ecosystem as a legitimate global innovation hub. There are
more world-class Australian startups being launched, more local investors with
more capital to deploy than ever, and more international investors hunting for
Australian deals. Together, these factors drove a dramatic step-change in both
total funding and total deals.

There has never been a more exciting time to be an Australian startup founder,
investor, or ecosystem participant.
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3.0 Five Things To Know

01 2021: A year of records Equity deployed into Australian startups investments more than tripled in 2021, surpassing $10B and
shattering the last year's record of $3.1B. The quarterly funding record fell three times, the monthly
record fell five times, and the all-time deal size record fell during 2021.

02 Larger deals, at all stages There were more $S100M+ rounds in 2021 than in the prior three years combined, and more S250M+
rounds than in the entire history of the Australian ecosystem. Spurred by intense competition for deals
at all stages, average round sizes grew significantly at the Seed through Series-C+ stages. This was in
line with the global trend, which saw startup investment soar across all industry sectors, geographies,

and stages.
03 Old favourites lead the way, but Fintech startups companies raised $2.5B, accounting for 25% of all equity capital raised. This was four
new challenger sectors emerge times the funding the sector received in 2020. Enterprise/Business Software raised just shy of $1B in

second place. Funding to Blockchain/Cryptocurrency, Marketplaces, and DevTech all grew by more
than 700%. Investors are most excited by CleanTech and Fintech for 2022.

04 The funding ecosystem has matured Australian startup investors are now well funded, deploying capital rapidly, and spoiled for excellent
and is attracting global players investment options. More local investors than ever participated in funding rounds at all stages. The
maturity and strength of the Australian ecosystem means global investors are taking notice and
action. From Seed rounds to the largest rounds of the year, more international investors were active in
2021 Australia than ever.

05 2021 was just the beginning Startup investors and founders alike are buoyed with confidence over what's in store for 2022.
Investors expect to deploy more capital at a quicker clip themselves, and they expect to see more
global investors appear on Australian cap tables. Australian founders are confident that the funding
they need to grow is available, and they plan on chasing it
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3.12021: AYear Like No Other

Number of deals announced

Equity investment in Australian startups hit $10.1B in \

7~

2021, and the number of deals surged to almost 700. l l
|

The leap above $10B represents a 208% increase in

confirmed deal volume seen in 2020. More capital was 0

deployed into startups in 2021 than 2018 through 2020 O INCREASE
Deals Announced

combined. on 2020

We estimate that the actual funding figure is closer to

$11B. Approximately 15% of deals recorded by Cut Total capital raised

Through Venture did not disclose the total funding
amount. A large portion of deals are also announced

with a significant delay.

Of note, S390M worth of deals were submitted to Cut
Through Venture on a confidential basis. To respect this

request, these deals are excluded from detailed analysis

| | X Capital Raised
Capital Raised in 2001

in the report.

Aussie founders are having a moment, the numbers speak for
themselves — seed funding rounds doubled in 2021. At AirTree we saw

Elicia McDonald

Partner

70% of our new investments made at the pre-seed /seed stage. The
startup ecosystem’s success has become a virtuous cycle and we’re

meeting more ambitious founders just starting out, and seeing AirTree

experienced repeat founders raise higher amounts at bigger valuations.

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021
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3.12021: AYear Like No Other

Total capital raised annually

S11B 2021 also delivered us our first set of Unicorn Months—
108 individual months with S$1B or more in funding. This
S9B occurred four times over the course of the year.
S8B
S7B Each quarter in 2021 placed within the top four largest
S6B funding quarters of all time, with Q3 being the largest
S5B quarter on record.
S4B
S3B The startup ecosystem proved its resilience in the face of
$2B a global pandemic and a highly volatile, uncertain global
$1B and local macroeconomic climate. All signals point to that
SOK | | resiliency continuing into 2022.

2018 2019 2020 2021

Total capital raised by quarter

$3.5B We've seen a radical shift in the fundraising

S3.0B landscape. Startups that have solid traction are
$2.5B
$2.0B
$1.5B
$1.0B
S$500M
oo = 5 8 =& = =8 = =& 0§

now able to raise at record pace, with many offered
cash before they've started the raising process. Yet,
Q1 Q2 Q3 Q4 | Q1 Q2 Q3 Q4 Q1 Q2 Q3 04 Q1 Q2 Q3 Q4
2018 | 2019 2020 2021

despite the flood of capital and influx of investors,
fundraising still isn't easy for the majority of first-
time and early-stage startups.

Bex Eastwood

Partner

IGNITION LANE

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021




STATE OF VENTURE CAPITAL

3.12021: AYear Like No Other

Australian startups that raised in 2021
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Edtech / Training
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DevTech / Developer Tools
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3.12021: AYear Like No Other

Total capital raised by state Top 5 sectors by capital raised

The three largest east coast states accounted for 94% of the capital raised and 92% of Together, Fintech and Enterprise / Business Software raised more capital in 2021 than
the announced deals. These figures are marginally down from 2020. NSW accounted for all Australian startups raised in 2020. The top five sectors accounted for more than half
48% of total capital raised, down from 61% in 2020. Total funds flowing into startups in ’li;wedtTotarlwcapﬂ?rI]raBedtln 202_;' Of;lhe I_eaders],c Profﬁﬁh /Efil;e(:h andtsloTeqh /2020
WA, QLD, ACT and SA grew by 350%+ edTech saw the most considerable rise, up from an , respectively, in :

FINTECH
$2.5B (25% of total)
ENTERPRISE / BUSINESS
SOFTWARE
0.02%
' Queensland S970M (10% of total)
Northern
Territory
PROPTECH / REALTECH /
A $683M (7% of total)
Western Australia A
South Australia
i New South MARTECH / ADTECH /
. Wales SALESTECH
Australian
Capital Territory $672M (7% Of total)

Victoria

a

a

Tasmania

BIOTECH / MEDTECH
S574M (6% of total)

THE STATE OF AUSTRALIAN
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The number of Australian unicorns is at an all-time high

THE STATE
OF AUSTRALIAN

Valuation

Valu_agion
$55B
Last Raise

$27ém
-3021

$5.5B

£ Airwallex Lastiaise
$138M
-4Q21

STARTUP FUNDING
2021

Fintech

Design /Publishing /Collaboration

Australian

uUNnICorns as at
end of December  mmmmems
2021 3

Valuation
$2.28B

+ SafetyCulture FEERHITE
$95M

Enterprise / Business Software

Valuation

‘ ;; Culture Amp EREFNIRE
$136M
-3Q21

Enterprise / Business Software EdTech / Training

Valuition Valuit'ion
S$1B+ S1B+
Last Raise sim PRO Last Raise

$479M

$125M
- 4Q21 - 4021

Ecommerce / Retail PropTech / RealTech / Construction

Valuation Valuation
$1B+ $1B+

* Octopus Deploy BEERHIEE jUdObOﬂk. Last Raise
$223M IPO'd Nov
- 2021 Sl

DevTech / Developer Tools Fintech

THE STATE OF AUSTRALIAN
STARTUP FUNDING 2021

The Australian ecosystem is generating global
technology leaders at a rapidly increasing rate.
Australia now enjoys a thriving network of
investors important to supporting early stage
companies get off the ground. Importantly, this
capital is now more experienced ensuring the
funding available is patient, appropriate and
generally more supportive than previous. We
note that Australia had the highest increase in
unicorns since 2015 of anywhere on the planet.

Justin Lipman

Partner
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Share of capital raised and number of deals to founding teams with at least one female founder

Australian female founders' share of equity funding, while encouraging compared to global figures,
improved only marginally in 2021. Total funding events involving startups with at least one female founder
doubled from 2020 to 2021, though the percentage of deals with female founders involved only increased
from 18% to 19%.

The variability in the quarterly data highlights the importance of looking past the noise of the short-term
variation in funding share. The growing prominence of Australian mega-deals means that the share of
dollars invested will swing widely from period to period.

A detailed examination of funding for female founders is located in The State of the Gender Equity Gap.

70%
60%
50%
40%
30%
20%
10%

0%

2020 | 2021

Percentage Share of Capital Raised —Percentage # Deals Announced

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

Competition for early-stage deals has
increased over the last 12 months, which is a
beautiful thing for the ecosystem. Multiple
investors are usually vying for a seat on the
rocket ship, frequently driving valuations up.
We're not yet concerned about the rising entry
prices. We truly believe we're still in the early
days of what will be a seismic shift in the
impact startups will have on Australia, and
there is a huge amount of long-term value to be
realised.

Kylie Frazer

Partner
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3.2 Investment Breakdown

All sectors saw both deal count and capital
invested increase in 2021.

Fintech startups raised more than any other
sector, and clocked more than double the deals of
the next highest sector, Enterprise/Business
Software. Fintech accounted for 25% of funding,
while the five highest funded verticals accounted
for 55% of total funding.

Unsurprisingly, Blockchain/Crypto/Web3 startups
saw the largest percentage gain in deal count.
Twenty deals were recorded for 2021, up from just
one in 2020.

Other smaller but fast-growing sectors of note
included Marketplaces (9x 2020), Social
Networking/Media (8x 2020), and DevTech/
Developer Tools (7x 2020).

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

Total capital raised and number of deals by sector

Fintech

Enterprise / Business Software
PropTech / RealTech / Construction
MarTech / AdTech / SalesTech
Biotech / MedTech

Edtech / Training

Design / Publishing / Collaboration
Ecommerce / Retail

Healthtech

Food / Beverage

DevTech / Developer Tools
Marketplace

Climate Tech / CleanTech
Cybersecurity / Data Privacy / Digital ID
Blockchain / Cryptocurrency / Web3
Transportation / Logistics / Supply Chain
Social Networking / Media
Hardware / Robotics / 10T

Space / Aviation / Defence
Agriculture / Agtech

Gaming / Esports

Legaltech

Consumer Product (non Food / Bev)
Deep Tech

Artificial intelligence / Big Data

N 52.46B

T s970M
$683M
I $672M
I s574M
L s513M

S406M

. $365M
$347M
B $341M
T $334M
o $257M
B $253M
. $232M
$227M
B $189M
T $150M
T $149M
B $124M
$109M
$86M
B $74M
1$71M
$63M

J $50M

I 105 deals
I 52deals
44 deals
B 22 deals
P 39 deals
I 29 deals

14 deals

. 32deals
54 deals

B 25 deals
I 14 deals
. 36deals
B 35 deals
. 23deals

20 deals
B 16 deals
I 23deals
. 15deals
I 13 deals

18 deals
9 deals
I 6 deals

. 16deals

8 deals

13 deals
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3.2 Investment Breakdown

Contribution to number of deals by round size Contribution to capital raised by round size

700 $10B

]

650
S9B

600
550 S8B
500 S7B

450
S6B

400
350 S5B

300
— 548

250
150 S2B

100
S1B

50
0 | | SOK

2020 2021 2020 2021

<S20M Rounds
m S50-99M Rounds
S200M+ Rounds
m Undisclosed

= S20-49M Rounds
m S100-199M+ Rounds
m Confidential

<S20M Rounds
m S50-99M Rounds

S200M+ Rounds m Confidential

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

The breakdown of deals by round size emphasises the
buoyancy of 2021 conditions at all deal stages. 2021 saw
two times the number of sub-$20M rounds, three times
the number of $20-99M rounds, and four times the
number of rounds over $S100M than levels witnessed in
2020.

Sub-$S20M deals saw the most significant leap. increasing
by 236 year-on-year and accounting for 74% of the deal
count increase.

The surge in larger S100M+ accounted for 42% of the total
increase in capital deployed. More capital was deployed
across the 20 $100M+ in 2021 than the total capital
deployed in 2020.

Large deal contribution to total capital raised

m S20-49M Rounds
= S100-199M+ Rounds

The five largest rounds of the year accounted for $1.8B in
value. The top 20 accounted for $3.9B—25% more than
all dollars invested in 2020.

40%

28%

18%

Largest 20 Largest 10 Largest 5
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3.2 Investment Breakdown

Average round size by stage

Not all deals reported a formal funding stage, making it impossible to accurately measure the growth in total capital
deployed and total deals within each funding stage cohort. Approximately 70% of deals have a formal stage attached
to them, making reliable analysis of average deal sizes possible.

Available round size data showed that the average round size increased at all stages of investment in 2021. Seed
rounds grew by 113% year-on-year, followed by Series A (up 49%) and Series B (up 36%). The average later-stage
rounds increased by more than $15M, driven by eight mammoth S250M+ rounds.

Early Stage

$4.0M
$3.5M
$3.0M
$2.5M
$2.0M

$1.5M
$1.0M
$500K

2018 2019 2020 2021

Accelerator mAngel / Crowdfunding / Pre-Seed  m Seed

Late Stage

$200M

$150M
$100M
$50M .
SOK | | . . | B | — ,

2018 2019 2020 2021

m Series A Series B mSeries C+

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

After a decade or more of incredible work

by thousands of people, the Australian startup
ecosystem has become a wonderful overnight
success. But what you can't tell from these
(generally) impressive numbers is the level of energy,
collaboration and goodwill that have

become cornerstones of this community.

What you can see is we are only at the beginning
and there is plenty of work to be done across the
board, particularly to grow the level of capital
invested at the early stages and into startups led by
under-represented founders. As a still emerging
ecosystem we have the ability to craft a truly world
leading community, and we have the momentum to
do so.

Paul Naphtali

Partner

r&mpersand.
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3.2 Investment Breakdown

Total share of capital raised and number of deals announced by founding year cohort

Although Australia’s startup ecosystem has developed significantly in the past five years, startups
founded during that period contributed less than half of the total capital raised in 2021. Older cohorts of

companies still raise large sums of capital. Startups 5-10 years old raised $3.8B in 2021, while startups
older than ten contributed $1.3B to the record-breaking tally.

Growth in funding and round size speaks
While it takes time for newer startup cohorts to meaningfully impact the capital raised, deal count is DOUNSTES QRN HUSTRHRTS GARH3 MEseire) G

another story. Startups born in the 'COVID-19 era’ accounted for 24% of all deals recorded in 2021. ],Cutwfe poiseist. Qi equy success stores
inspired a new generation of founders to

continue executing well, raising capital and
creating value. We're now seeing the start of
the next generation who have an
unprecedented advantage with a strong
foundation of experienced talent, thriving
communities and available capital. Investors
have the privilege of not just providing capital
but being their long-term partners.

S637M S777M

$486M

131

$4,000M

Tanisha Banaszczyk

Principal

$3,800M

329

@ Before 2005 2006-2010 @® 2011-2015 ® 2016-2019 2020-2021

FOIKIOore
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3.3 Largest Deals of the Year

2021 deals of SS50M+ capital raised

Forty-seven $S50M+ funding events occurred in 2021. Forty-one startups raised S50M+ rounds in 2021,
and five raised more than once. Airwallex led the charge with three S50M+ funding events over the year.
Again, Fintech (13) and Enterprise/Business Software (7) led the way from a deal count perspective,
followed by Biotech/MedTech (4) and MarTech/AdTech/SalesTech (3).

As growth stage investors we have seen

Unicorn Status : i ' '
\cor . firsthand the increasing volume and quality of

Company Round Size

Simpro 4Q PropTech / RealTech / Construction S479M Unconfirmed world class businesses that are being bofrnffrom
Rokt 4Q MarTech / AdTech / SalesTech $458M o the now vibrant Australian venture ecosystem.
Judo Bank 10 Fintech $284M - We believe that this will continue to accelerate,
udo Ban intec - . .

o not just because of the funding, but the talent
Canva 3Q Design / PUblIShlng / Collaboration $278M 3‘1 that 18 being drawn to the world Of business
Airwallex 3Q Fintech $274M o building. As global investors we have a unique

| view as to what great looks like, and there is no
GO1 3Q  EdTech / Training $273M o great ’

doubt that we are seeing truly world class
Octopus Deploy 2Q DevTech / Developer Tools $223M :\ businesses emerging out Of Australia. Given
Scalapay 3Q Fintech $210M this, the choice for these companies of where to
Employment Hero 3Q Enterprise / Business Software $140M i s Wtgartining deirnsiigly) ehffieu
Airwallex 4Q Fintech $138M o
Culture Amp 3Q Enterprise / Business Software S136M 3
Airwallex 1Q Fintech S130M &
o | B Ed Cowan

Harrison.ai 4Q Biotech / MedTech $129M Ivestment Team
Pet Circle 4Q Ecommerce / Retail S125M o
Judo Bank 2Q Fintech $124M o,
Till Payments 3Q Fintech S110M
Skedulo 3Q Enterprise / Business Software S100M
Siteminder 3Q Enterprise / Business Software S100M
Cover Genius 3Q Fintech S100M
Mable 3Q Healthtech S100M

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021




3.3 Largest Deals of the Year

2021 deals of SS50M+ capital raised (continued)

Company Quarter Sector Round Size Unicorn Status
Safetyculture 2Q Enterprise / Business Software S95M b,
Canva 2Q Design / Publishing / Collaboration S93M o,
Mr Yum 4Q Fintech S90M
Athena 2Q Fintech S90M Unconfirmed The confluence of global secular trends in
Deliciou 2Q Food / Beverage $84M ways to ANZ shores over the last 3 years. Low
Immutable 3Q Blockchain / Cryptocurrency / Web3 $82M capital costs coincided with an acceleration in
Automic 3Q Enterprise / Business Software $80M seed, early-stage, venture and growth capital
Zoomo 4Q Transport / Logistics / Supply Chain S80OM b0 U508, MR CED-STRGETE U ANZ 8 grmf)mg at
. _ breakneck speed and we only expect this to
Fundsquire 3Q Fintech S75M
accelerate.
V2Food 3Q Food / Beverage S72M
4DMedical 1Q Biotech / MedTech S69M b, A $S1B fund that focuses on Technology
Practice Ignition 4Q  MarTech / AdTech / SalesTech $68M MUESTMENES IS USEINe Degiiing SIthiI a)jei
Songtradr 2Q Marketplace S66M years we eb.cpect t.hat there will be. many S10B
_ funds! Capital will chase people, ideas and
Simulate 2Q Food / Beverage S65M
returns.
Scalapay 1Q Fintech S63M
Gilmour Space 2Q Space / Aviation / Defence S61M
Linktree 1Q Social Networking / Media S59M Raj Gupta
Sea Electric 1Q Climate Tech / CleanTech S55M Dartner
Synchron 2Q Biotech / MedTech S52M
Qbiotics 1Q Biotech / MedTech S50M
Chrysos Corporation 3Q Climate Tech / CleanTech S50M
Penten 3Q Cybersecurity / Data Privacy / Digital ID S50M
Una 2Q Ecommerce / Retail S50M Z\Aﬂm&mml
Zeller 2Q Fintech S50M
Intelligencebank 3Q MarTech / AdTech / SalesTech S50M

THE STATE OF AUSTRALIAN
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3.5 Investor Insights

Investor insight: Investors reporting increased tnvestment pace & tnvestors reporting higher valuations

It was the busiest year on record for local startup
investors at all stages. We surveyed more than 180
of them, and this is what we found.

More than half of investors saw the pace of 0 0
investments pick up. O o
reported increased pace of reported higher

. investments in 2021 valuations in 2021
But almost everyone agreed that both valuations

and competition for deals were up.

Investor insight: Investors reporting deal cadence per quarter in 2021

The Australian ecosystem is maturing rapidly to 8+ deals
challenge global counterparts in early-stage venture 17%
investing. 2022 has already seen multiple record-

breaking funds being raised to target the Seed to

Series B stages. This influx of later-stage capital

complements Antler’s global platform and local fund

well. With the healthy capital momentum in

Australia, the domestic early-stage market is well- S - 8 deals
positioned to remain hedged against any global 16%
macroeconomic turbulence.

1 deal
23%

Bede Moore
Managing Partner, APAC

-

2 - 4 deals

IANTLER a4
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3.5 Investor Insights

Investor insight: Investors reporting a change competition for deals in 2021

Unsure Less Competitive No change More Competitive

70%

Investor insight: What were the largest impacts of increased competition on current round dynamics?

Valuation inflation 74%

Faster fundraising cycles 46%

Shorter due diligence 30%

Cheque size inflation 26%

Dilution sensitivity 7%

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

The Australian investment ecosystem has
reached a state of maturity, which has brought
with it a number of opportunities for smaller,
founder driven funds. These earlier funds offer
a balance between hands on support and
smaller cheque sizes. There is plenty of
incredible opportunity to back the next
generation of founders at pre seed and seed
and then take investment from global funds
looking at getting value from this market
rather than from the US.

Matt Browne

Managing Partner

black nova
venture capital
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3.5 Investor Insights

Local investors adapted how they do business in response to COVID-19 and the move to a largely remote/virtual work setting. A reduced capacity to meet face-to-
face impacted all steps in the startup investment process, from sourcing through to finalising the deal. Added to the mix was increased competition for deals from
local and overseas investors, causing many investors to transform their approach to investing to keep up.

Investor insight: Which strategies did you employ in 2021 to source new tnvestments? Investor insight: How did your investment strategy change in 20217

58% O 25

adopted new
core sector focus

v —f process
e e
B e 45%

wrote bigger

In-person or virtual More active on

57% 42% 36% 35%

Q :

‘ [ ]

Responded to
cold inbounds

Virtual pitches

cheques

diligence

50%

quicker to
term sheets

Diversified networks of : Hired new diverse Data-driven deal
: Open office hours : )
angel investors investors sourcing
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3.5 Investor Insights

Investor insight: In 2021, how would you rate the fundraising environment for venture capital funds?

Limited Partners are keen to deploy capital into early-stage startups, and this is a leading indicator of likely funding flows over the medium term.

Very easy to raise from LPs

Easy to raise from LPs

Unsure

Difficult to raise from LPs

Very difficult to raise from LPs

0% 12.5% 25% 37.5% 50%

The record amount of capital flowing into early-stage tech companies
excites me. Australia has undoubtedly become relevant on the global
stage as a leader in technology and innovation. We do however, need to
do more to educate founders and investors about the risks and Daniel Veytsblit . .
Investment Director inve Stl ble

opportunities associated with early stage investment. If these aren't well

understood, it could lead to stakeholder disappointment and long term

negative effects, including stifling innovation as capital retreats from
the sector.

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021




STATE OF VENTURE CAPITAL

3.5 Investor Activity

Cut Through Venture data showed that 891 investors participated
In the deals reported in 2021. This excludes any angels who
invested via crowdfunding or angel syndicate platforms. While this
figure is undoubtedly not completely accurate, notably, the total
number of investors recorded in 2021 was up 87% on 2020.

Number of investors recorded across all deals

2020 2021

476 891

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021
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3.5 Investor Activity

The depth and breadth of the Australian
startup funding ecosystem is reason to be
excited. This strength means more choice for
founders, which leads to better outcomes for
founders and their startups.

Many local institutional investors can now
deploy capital rapidly across multiple stages
and industry sectors. There is also a deep
bench of funds with the sophistication and
bandwidth to lead investment rounds.

The Australian ecosystem also has several
top-tier accelerator programs, a handful of
“scaled” equity crowdfunding platforms, a
growing angel group and syndicate segment,
and many large corporates with an
increasingly large appetite for startup
investing.

And, with the success of the ecosystem, it
brings intensified interest from overseas
startup investors. Global fund activity in
Australia was impossible to miss, and this
shows no sign of slowing down.

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

Highest-participating investors across all deals

More than 25 Deals
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3.5 Investor Activity

Highest-participating investors in <S5M deals

Highest-participating investors in S5M to S30M deals

More than 10 Deals

Startmale mMarket @: black nova i @investible Dirchal £ artesian A IANTLER AFTERWORK

5 to 10 Deals

:% AirTree

£
CROWD Jelix Q) galileo &7 FviEc GV @eaitse 22

3 10 4 Deals
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Gandelinvest FIREMARK CSIRD Innenaticn Fund

Highest-participating investors in S30M+ deals

More than 10 Deals

BLACKEIRD

ﬁ'; AirTree

5 to 10 Deals
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More than 6 Deals
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Australian startups are valued higher on
the global stage, our founders are resilient
and think globally from day one, we also
raise external capital later, a lot further
along momentum wise and at a much
lower valuation, compared to our
international counterparts

Dan Krasnostein

Partner

Square Peg o
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3.5 Investor Activity: Global Investors

Global venture investor activity grew more
than 100% in 2021, and with the competition
for deals in traditional global startup hubs
hitting all-time highs, global investors hunted
for new fertile investment grounds. Many of
those investors landed in Australia, with many
international investors deploying capital here
for the first time. Expect this trend to continue
into 2022.

International investors pitch their ability to
help their portfolio companies enter new
markets—the jury’s out whether Australian
founders agree.

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

Investor insight: % of investors who expect international investors to increase activity in Australia in
2022 and beyond

OF LOCAL INVESTORS

expect overseas startup investors to
increase activity in Australia in 2022

86«

Founder insight: Investment from international investors is critical for an Australian startup that has
global ambitions

23%

Entirely disagree

Disagree 15%

Not sure 17%

Agree 22%

23%

Entirely agree
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3.5 Investor Activity: Global Investors

Most active international funds

Top global funds meaningfully stepped up their Morathar L esls
activity in Australia in 2021.

Tiger Global made more startup investments than G FC TIGERGLOBAL SEQUOIA I'=
any other fund globally in 2021 and topped the _

pack of international-based funds investing in
Australia. Tiger was joined by a who's who of well-
known global VCs, who participated in deals at all 4 1o 6 Deals

stages and across a broad set of sectors.

\/UL[’ES R — -
. FLULLLY ¢ NSIG —_— Horizons ', entures F
K1 Investment Management and Level Equity led INVESTMENT S IIVEITLIES sl — HEABIZ I A
the largest deal of the year, investing in SimPro.
Tiger, Bessemer, Dragoneer, Felicis, Sequoia, 5 Deals
GSquared, Lone Pine, Softbank, and Insight
participated in S200M+ deals. v
SERING  gaien Aking 0 S - 4
(S) OFRING HUSTLE FUNL V FlashVentures '.‘ Felicis \ CVC MWCH
FIREMARK 4
e 6 o
*T' 2 Deals (a selection)
0 OF LOCAL INVESTORS
/0 believe overseas investors became — FundersClub ”
more active in Australia in 2021 # M Five Elms Capital @ IthN~Q—TE L
- N
B GREYCROF ¥ andr S itz khosla ventures ~7_ TELUS Ventures
SoftBank ~ PLUGANDPLAY PICUS/CAPITAL issmams 55 L Lightspeed
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3.4 Crystal Ball: 2022 for Investors

Investor insight: In 2022, do you expect startup investment activities in Australia:  Investor insight: In 2022, do you expect the cadence of new investments to:

Decrease significantly
1%

Decrease marginally
2%

Stay the same
7%

........................ Increase marginally
29%

Increase signficantly
61%

5%

Decrease

Investor insight: Top 5 industries you are most excited about in 2022

>

43%

Stay the same

52%

Increase

CLIMATE TECH /
CLEANTECH

55% e 229 B = 27%

FINTECH Al / BIG DATA

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

o

ENTER / BIZ
SOFTWARE

27%

BLOCKCHAIN /
CRYPTO / WEB3

26%
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3.4 Crystal Ball: 2022 for Founders

Founder tnsight: How confident are you that you will successfully raise your o , ,
, Founder insight: When do you plan to next raise capital?
next funding round?

Currently raising 23%

Not confident
6%

| don't know
23%

1H22 39%

Somewhat confident
38% 2H22 21%

(o)
Highly confident 2025+ 7%

32%

We do not plan to raise capital again 7%

Unsure 3%

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021
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STATE OF ANGEL &
CROWDFUNDING
INVESTING

A strong angel investing community forms the bedrock to a startup ecosystem that
supports diverse founders at all stages of their entrepreneurial journeys.

We see three primary drivers to make this ecosystem flourish: i) continued growth
in organised angel groups and ways for angels to invest, ii) more people working at
startups, and iii) regulation that balances investor protection with access.

The ecosystem should work together to push these three objectives.
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4.0 Five Things To Know

01

The exact number of angels is a mystery, but
it's big and growing

No one we spoke to was game to publicly declare their estimate of the number of Australian angels. The
total capital deployed by angels remains unknown, too. Regardless, all signals point to a rapidly growing
investor class eager to deploy capital into Australia’'s most innovative companies.

02

Diverse representation seems to fall short

Eighty per cent of angel survey respondents are aged between 25 and 54 years old, and 83% are male.
The vast majority are based in Australian capital cities, and the distribution of angels across the states
and territories aligns with where the bulk of startup investment takes place. Forty per cent of
respondents earn more than $300,000 per annum, 15% above $500,000.

03

The angel journey usually starts
with time at a startup

Consultants, Senior General Managers, and Professional Startup Investors are the top professions
amongst angels. Of greater importance, though, is that 84% of all angels have spent time working in
startups. We believe there is a causal relationship: more people working in startups today leads to more
angel investors tomorrow.

04

Angel investing is not just a solo sport

Ninety-two per cent of angels are part of at least one organised angel group or platform, and 83%
have invested through a group. Thirty-seven per cent of Australian angels are still just 'dabbling’,
making fewer than three investments in 2021. More than half of angels deploy less than $20,000 per
Investment.

05

Something's gotta give on the
regulation front

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

The Sophisticated Investor and 20/12 rules are unpopular amongst the angel community— and just
11% of angels believe that government regulation in Australia makes it easy for startups to succeed.
Specific segments of the Australian population are restricted from investing in startups, and many
believe dramatic regulatory change is needed.
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41 Sizing the Angel Investing Ecosystem

How many Australian angels exist?

The size of the Australian angel investing
ecosystem is a great unknown. We consulted with o
many experts, and no one had a definitive view of:

1
i) the number of Australian angel investors, or "
3 _ _ _ Australians who passed the
ii) the total capital deployed by angels in Australia 0 Sophisticated Investor test

annually.

Our aim here is to present a pulse check on the
state of the Australian angel and crowdfunding
investment ecosystem— not attempt to quantify
the market.

(=)

2 ! .’ O O Our estimate of active Australian
' angels who make direct investments

O

2 ; I Number of angels appearing in 2021 deals

(incl. global investors)

These insights are based on survey responses from
more than 280 Australian angels, information
gathered from 25 angel and crowdfunding groups,
and Cut Through Venture funding data.

We believe that angel investing in Australia is an
inflection point, so understanding the ecosystem as
it stands today will be valuable for tracking progress
made in future years.

Source: (1) More than 3 million Aussies are now ‘sophisticated investors’ — Australian Financial Review (Oct 11, 2021)

THE STATE OF AUSTRALIAN
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4.2 Who are Australian Angels?

How old are you?

We heard from 283 angels via the State of =
Australian Startup Funding Angel Survey, and a0%
here's what we learned about them. s
30%
We're excited to grow the survey’s reach in future 25%
editions of the report. 20%
15%
10%

5%
]

® ©¢ ¢ ¢ ¢ 6 o ¢
Ty o o ese '
18 - 24 25 - 34 35 - 44 45-54 55 - 64 65+

Where are you located?
83% y

are men

More than half of the respondents
are based in New South Wales, and
the three largest east coast states
collectively accounted for 86% of
total angels.

This tracks a similar pattern to where
the bulk of startup investing occurs.
Eighty-seven per cent of

80

are aged 25-54 6 0 % 1 7% respondents live in capital cities.

are located in NSW are located in VIC

THE STATE OF AUSTRALIAN
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4.2 Who are Australian Angels?

Ten most common reported professions

Consulting & Strategy

The top three professions reported
accounted for 47% of total respondents.

CEO / General Management

Consulting & CEO / General Startup
Startup Investing Strategy » Management Investing

®
18: > 179 E 12:
Information & Communication Technology /0 9 /0 /0

Banking / Financial Services (non investing)
What is your annual income?

Legal The sophisticated investor test requires that angel
investors have net assets of at least $2.5M or gross
income of at least $250,000 per year. Crowdfunding
platforms remain an option for those who do not meet
these criteria.

$500,001+

Marketing & Communications $300,001 - $500,000

$200,001 - $300,000

Investment (non startup investment) So, unsurprisingly, 67% of respondents earn more than

$200,000 per year, placing them in Australia's top 20%
of income earners. Forty per cent earn more than
S300,000, and 15% earn more than half a million
dollars per year.

$125,001 - $200.000
Education & Training

$75,001 - $125,000

Science & Technology
Respondents reporting income lower than $200,000 $0 - $75,000

made most of their investments via crowdfunding
platforms, though a small percentage reported
% Lo 9% 0% investing via the 'sophisticated' routes. 0% 10% 20% 30%

ae l

0

THE STATE OF AUSTRALIAN
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4.2 Who are Australian Angels?

Investing great Peter Lynch famously said, "Invest in what you know..and nothing more.” When it comes
to startup investing, Australians seem to embrace that advice—all but 16% of respondents had spent
time working at a startup.

This statistic is critical. More people working in startups will lead to more people investing in startups.

More than 53% of respondents had founded one or more startups, and 20% reported to have exited a
startup they founded. This is unlikely an accurate representation of the entire Australian angel
population, but it suggests that startups and ex-founders have a higher-than-average propensity to
invest in other startup founders.

What best describes your startup experience?

Previously sold/IPQO'd a startup you founded
Previously founded multiple startups
Previously founded one startup

Current startup founder

Currently work at a startup

Previously worked at a startup

Never worked at a startup

0% 5% 10% 15% 20% 25% 30%

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

Startup ecosystems flourish through a strong
and engaged community. Innovation Bay has
seen a massive increase in founders and
investors from across Australia joining our
membership groups.

Our impact has never been higher. And we
have never had as much fun!

lan Gardiner

Co-founder of Innovation Bay,
& Partner at Jelix Ventures

&
N

/3 *
wogron  Jalix
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4.5 How are Australian Angels Investing?

Are you a member of any of the following groups?

v ‘E : i' v
41% 42%

CROWDFUNDING PLATFORM ANGEL GROUP ANGEL NETWORK

o

47% 8%

INVESTOR IN AVC FUND INVESTMENT SYNDICATE NONE OF THE ABOVE

Ninety-two per cent of respondents participate in
an organised investment group, which is pleasing
but not surprising.

Organised groups provide access to quality deal
flow, outsourced due diligence, and an educational
element. These elements are all critical for almost all
angel investors.

00% »

OF ANGELS SURVEYED

prioritise collaboration with other angel
investors as part of their investment process

EnergyLab Angels, our climate tech focused angel group, continues
to grow with mission alignment standing out as a key driver for
investors joining the network. While return on investment
remains a priority, our angel investors are motivated to fund
startups with the promise of a positive and scalable climate
impact.

Megan Fisher Lab

CEo (Energy)

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021
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4.5 How are Australian Angels Investing?

In 2021, did you make angel investments via any of the following channels?

Eighty-nine per cent invested directly into a startup
they sourced themselves, but 83% still invested via
organised investment group or platform.

The three major crowdfunding platforms have
between 15,000 to 80,000 registered investors.
Crowdfunding also experienced an enormous year
of growth. It's therefore surprising that the survey
suggested low participation in crowdfunding. This is
likely due to some equity crowdfunding investors
not counting themselves as angel investors, and so
not participating in the survey.

Direct investment, privately sourced

Direct investment, sourced via angel group or network

Syndicate investment

Invested in a VC Fund

Equity crowdfunding investment

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
What is your typical cheque size per investment?
More than 50% deploy less than $20,000 per 45%
investment. A small group of angels report 40%
deploying $200K+ per investment. 259
Seventy-three per cent of angel investors claim to 30%
deploy between $S5001 to $50,000 per investment. 25%
This aligns with insights shared by the organised 20%
angel investing groups. The majority of the 15%
organised investing groups require a minimum
individual angel contribution of $5,000 to 102
participate in a round. And typically, the group’s 5%
total investment is less than $S300,000, creating a 0% | | |
contribution ceiling of around $25,000 per angel. Under $1000 $1001-S5000 $5001-$20K  S$20K-S50K  S$50K - $200K $200K+

THE STATE OF AUSTRALIAN
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4.5 How are Australian Angels Investing?

In your angel investing career, which outcomes have you had?

Fifty per cent of angels claim to have had a positive return on at least one
investment. More than half admitted that they had had negative investment

returns on individual investments, and 30% of those admitted that they've had Investing in angel education is the best
investments go to zero. first investment. Angels who possess the

ability to assess risk, evaluate
opportunities and build a meaningful
portfolio see better outcomes. That’s why
courses like ours exist — to empower new Beste Onay
angels with the critical tools, strategies Program Manager
and industry knowledge they need. These

\
i
5 O 0/ 3 O 0/ courses are a great learning opportunity
0 0 and they allow angels to network with the UNSW

This dynamic is as expected and is core to why ‘'making many bets’ is critical to a
solid angel strategy. Several experts recommended that a good ‘angel strategy’
involves making 30 to 40 investments over a few years.

have had _ have had an wider community and ecosystem. FOUNDERS
A positive return investment go to zero
How many investments did you make in 20217 What tnstruments have you invested via?

40% SAFE note
35%
0% Priced equity
25%
20% Convertible note
15%
10% As a fund LP

5%

0%

1-2 3-5 6-10 1M-20 21-40 41+ 0% 20% 40% 60% 80%

THE STATE OF AUSTRALIAN
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4.4. Where are Australian Angels Investing?

Ten most common reported areas of investment

Angel investors, on average, reported that they'd Fintech / Insurtech / Wealthtech
invested across six industry sectors. More than 76%

of angels said they'd invested in 3 to 8 different

sectors in their angel careers. Enterprise / Business Software

The two most popular sectors amongst angels
mirrored the broader ecosystem in 2021. Fifty-nine Food / Beverage
per cent of angels have invested in Fintech, and

46% in Enterprise/Business software.
Ecommerce / Retail

According to Birchal's CSF Yearbook 2021, Food/
Beverage was the most funded sector on the three

major crowdfunding platforms. Blockchain / Cryptocurrency / Web3

Almost half of the angels surveyed invested in North
America. This is not surprising, given the many low-
friction options for investing in US-based startups
that now exist. After and the US, New Zealand (26%)
and Europe (17%) are the most popular regions.

Climate Tech / Clean Tech

Marketplace

HealthTech

Artificial intelligence / Big Data

Cybersecurity / Data Privacy / Digital ID
0% 15% 30% 45% 60%

THE STATE OF AUSTRALIAN
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4.4. Where are Australian Angels Investing?

Preferred investment stage by angel cheque size

90%
80%
70%

60%

50%

40%

30%

20%

10% .
0%

Eq U|ty Crowd Angel
Funding

Pre-seed Series-A Series-B+

Under $20,000 =$20,001- $50,000 $50,000+

Preferred business stage by angel cheque size

Seed-stage deals and earlier are where most angels
invest. Participation drops off significantly across the
board for Series-A deals and later.

As would be expected, just five per cent of angels who
report writing $50,000+ cheques into deals
participate in Equity Crowd Funding, and smaller
cheque writers participate in these deals at more than
four times the rate.

This reverses at the Series-B stage, where larger-
cheque angels participate at a much higher rate. This
is likely due to later-stage deals requiring a higher
dollar contribution per investor.

90%
80%
70%
60%
50%
40%
30%
20%

= B
0%

Idea Phase

Product Build But Launched Without Revenue Profitable

Prelaunch Revenue Generating
Under $20,000 m=$20,001- $50,000 $50,000+
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Across the board, regardless of the typical cheque size
of the angel, startups are least likely to attract angel
investment in their earliest and latest stages.
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4.5. Not-so-angelic Views on Regulation

Angels’ views on requlation

Current startup investing rules, supposedly
designed to protect inexperienced investors, are
maligned across the startup ecosystem. This
criticism extends beyond Australia, with similar

rules in the markets like the US, Canada and the UK, O
all coming under consistent fire. 0

Just 35% of angels believe the 20/12 rule, which believe the 20/12 Rule
limits the number of people an organisation can 1S fit of for purpose
raise capital from over 12 months without issuing
disclosure documents, is fit for purpose.

1%

believe Government
regulation in Australia

1 9 0/ makes it easy for
0 startups to succeed

Just 19% believe that the sophisticated investor
test, which precludes individuals based on their net

worth and salary, is appropriate for deciding who believe the sophisticated
should invest in startups investor test allows the right

people to invest in

More broadly, only 11% of angels believe that startups

government regulation in Australia makes it easy for
startups to succeed.

While our startup ecosystem has been fuelled by the growing
venture capital industry across the region, we need to unlock the
next wave of early-stage investors. We need to improve access for
founders and senior operators across the startup ecosystem who
bring with them a wealth of experience and relevant insight,
which can be more helpful than financial ‘sophistication’ when it
comes to startup tnvesting.

Lauren Capelin
Principal Star tma te

THE STATE OF AUSTRALIAN
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4.6 What's in Store for 20227

The immediate investment horizon looks bright
to Australian angel investors. Sixty-eight per
cent of angels believe that Australian startups
are either under or fairly valued. Forty-seven
per cent expect to invest the same in startups
as they did in 2021, while 28% believe they!'ll
increase their number of investments.

OF ANGELS
expect to invest the same or more in startups
as they did in 2021

THE STATE OF AUSTRALIAN
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4.7 Organised Angel and Crowdfunding Platforms and Groups

Getting your angel wings

— what are your options?

Sophisticated Min
Investor Investment
requirement? per Startup

Syndicates are essentially

deal-by-deal venture capital

firms. Syndicate members
Angel can opt-in to invest in each $5,000 to
Syndicates deal alongside the syndicate $25,000

lead and other syndicate

members via a single

investment vehicle.

Angel groups are

communities of angels who

share deal flow, network, and

share knowledge on angel S5000+
investing. Typically, members

iInvest in the startups on their

own.

Angel Groups /
Networks

Equity crowdfunding
platforms allow startups to
Equity fundraise up to S5M per year
Crowdfunding from retail investors. Retail
Platforms investors can invest up to
$10,000 within a 12-month
period.

As low as
S50

Solo angels go it alone. They
generate deal flow, screen
deals, conduct diligence,
agree to terms, and finalise

Stage

Solo Angel dependent

legal documents solo.

THE STATE OF AUSTRALIAN
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Typical #
Members

30 to 500

50 t0 1,000

More than
50,000

Australian
Options
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birchal

In the decade I've been in venture I've watched what
was a sad cottage industry (post GFC) become a vibrant
ecosystem.

Australia's VC industry still lags the US by two orders of
magnitude in size but we punch above our weight in
terms of impact.

We are starting to get the VC flywheel happening;
successful entrepreneurs with liquidity are reinvesting
their experience and cash in the next generation.
There's never been a better time to be a founder in
Australia seeking VC funding.

Ben Armstrong
Managing Partner

ARCHANGEL




STATE OF ANGEL & CROWDFUNDING INVESTING

4.7 Organised Angel and Crowdfunding Platforms and Groups

Sophisticated

Organisation Website Category or categories Founded Number of members Investor Startups funded in 2021
Requirement?

https:/www.airtree.vc/explorer-

AirTree Explorer Program ‘oqram/ Angel Network / Group, Investor Community 2020 110 No Not disclosed
Antler Angel Experience www.antler.co/investors Angel Network / Group, Investor Community 2021 90 No 40
Archangel Ventures www.archangel.vc Investor Syndicate 2020 Not disclosed Yes 19

Aussie Angels WWwWw.aussieangels.com Investor Syndicate Platform 2021 Not disclosed Yes n/a

Birchal www.birchal.com Equity Crowdfunding 2018 Not disclosed No o9

Brisbane Angels www.brisbaneangels.com.au Angel Network / Group 2008 95 Yes Not disclosed
EnergylLab www.energylab.org.au ég%f;rhrftwork / Group, Deal Listing 2017 160 No Not disclosed
Equitise www.equitise.com Equity Crowdfunding 2014 50,000 No 32

Flying Fox www.flyingfox.vc Investor Syndicate, Angel Network / Group 2021 Not disclosed Yes )

Impact Club www.lmpactclub.org.au Investor Community 2014 150 Yes Not disclosed
Impact Ventures www.impactventures.fund Investor Syndicate 2021 Not disclosed Yes 7/

Investor Syndicate, Angel Network / Group,
Innovation Bay www.innovationbay.com Deal Listing Platform, Community group for 2002 40 Yes 12
angel investors

Source: Provided by mentioned organisations

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021



https://www.airtree.vc/explorer-program
http://www.antler.co
http://www.archangel.vc
http://www.aussieangels.com
http://www.birchal.com
http://www.brisbaneangels.com.au
http://www.energylab.org.au
http://www.equitise.com
http://www.flyingfox.vc
http://www.Impactclub.org.au
http://www.impactventures.fund
http://www.innovationbay.com

STATE OF ANGEL & CROWDFUNDING INVESTING

4.7 Organised Angel and Crowdfunding Platforms and Groups

Sophisticated

Organisation Website Category or categories Founded Number of members Investor Startups funded in 2021
Requirement?

Jelix Ventures WWW.jelix.ve Investor Syndicate 2014 Not disclosed Yes 15

Deal Listing Platform, Investor Syndicate,

KapVista www.kapvista.com Angel Network / Group 2019 Not disclosed Yes 20
Melbourne Angels www.melbourneangels.com Angel Network / Group 2007 @5 No Not disclosed
OnMarket www.onmarket.com.au Equity Crowdfunding 2011 65,000 No Not disclosed
PB Ventures www.pbventures.vc Investor Syndicate, Angel Network / Group 2021 12 No 8

Scale Investors www.Scaleinvestors.com.au Angel Network / Group, Investor Syndicate 2013 80 Yes S

Southern Angels www.southernangels.com.au Angel Network / Group 2018 35 Yes 8

Startmate First Believers www.startmate.com/first-believers  Angel Network / Group, Investor Community 2020 Not disclosed No Not disclosed
Sydney Angels www.sydneyangels.net.au Angel Network / Group 2008 100 Yes Not disclosed
TEN13 www.ten13.vc Investor Syndicate 2019 400 Yes 24

Venture Builders www.venturebuilders.com.au Investor Syndicate, Angel Network / Group 2018 3 Yes 3
VentureCrowd www.venturecrowd.com.au ImiEsor SYMeIsens, ey LIoneiune ng: 2015 Not disclosed No 31

Deal Listing Platform

Source: Provided by mentioned organisations
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STATE OF
VENTURE DEBT

As the startup ecosystem matured, so too has the ecosystem of capital
options. Not every startup should raise venture capital. Australia is beginning
to see a new breed of capital providers who offer an alternative to traditional
early-stage venture capital, ranging from new revenue-based financing
providers to more and larger debt funders entering the market.

Awareness of these options remains low, but this is changing. We expect to
see venture debt grow at an even faster rate than venture equity.




STATE OF VENTURE DEBT

5.0 Five Things To Know

While venture capital is most often associated with tech startups, alternative capital has
become increasingly attractive as startups look to stay private for longer. While still in its early
iINnnings, venture debt in Australia is amidst a significant renaissance.

01 The (slow and steady) rise of
venture debt

02 New financing models have landed In response to traditional lenders underserving startups, Australia has seen the arrival of new
financing models that have become popular overseas - such as revenue-based financing -
which better serve the nuances of SaaS and eCommerce startups.

03 Acceleration in dedicated debt funds Australia has seen a wave of new venture debt players enter the local ecosystem. A
combination of new funds launching, international funds opening regional offices, and existing

VCs raising dedicated debt funds adds to a large new capital pool.

04 More competition will deliver better With the influx of new models and funds, the increased competition will ultimately deliver better
pricing outcomes and greater fiexibility for founders and their startups.
05 But familiarity and adoption remain low Less than 10% of the founders surveyed had accessed formal venture debt as a source of

capital. Instead, most founders using debt had relied on credit cards and loans from friends and
family. We expect this to evolve with more education and awareness of recently-emerged
venture debt options.

THE STATE OF AUSTRALIAN
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STATE OF VENTURE DEBT

5.1 Types of Venture Debt

THE STATE
OF AUSTRALIAN

Ty pes Of venture debt

Venture debt is defined here as any lending product that can be issued
responsibly to early and growth-stage startups to support their operation.
It can be used instead of, or alongside, venture capital financing.

FOUNDING STAGE ACCELERATION STAGE

Many specialist venture debt providers now exist in the market and deliver = ===--- e e
product suites as diverse and flexible as the startups they aim to serve.

m

2

=

7

S

<

o

=

=

o
As the startup ecosystem matures in Australia, founders are welcoming new ways to 1 Revenue-Based | 2. Working Capital'| 3.Growth Capital
get capital into their companies to grow and capture long-term value for the work Financing Financing Financing
they put in.

Post-revenue startup, At or near cashflow neutral, At or near cashflow
: : ; S : . Description typically used to fund typically used to fund positive, typically used
As founders retain more of their companies, the redistribution of wealth will it el oparations or nvertory o fuel expatision.
materialise and founders always come back to invest in other founders. The flywheel
is just beginning to spin. . -
Facility Re;’r";‘;'r"rg {2‘;"'1'“' Revolving facility Term loan
% of revenue Monthly based on Fixed repayment
Matt Allen RRARIA borrowed amount schedule
CEO
Approval 1-2 months

Source: Letter of Intent, Aussie Startup Funding, and Cut Through Venture
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STATE OF VENTURE DEBT

5.2 Awareness and Adoption

What types of debt have you taken to support your startup?

47
TR

of founders surveyed have
never taken debt

26

of founders surveyed have taken
loans from friends and family

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

Never taken debt

Loans from friends and family

Credit cards

Term loan from a bank or credit union

Line of credit from a bank or credit union

Line of credit from a non-bank lender

Term loan from a non-bank lender

Revenue loan from a bank or credit union

Revenue loan from a non-bank lender

3.4%

29%

79%

719%

7%

6.6%

20.0%

261%

411%




STATE OF VENTURE DEBT

9.5 Venture Debt vs Venture Capital

Venture Debt Venture Capital

Not every startup should raise venture capital, and venture debt is not
appropriate for every startup either. And some startups would benefit from
a mixture of both types of capital.

Available once Available at all stages
, revenue generating incl. pre-revenue
Of the startup founders we surveyed, more than 50% said that cost and
speed were key criteria for selecting a loan product. Venture debt
professionals would argue that these two factors are key advantages of Non-dilutive Dilutive
venture debt over traditional venture capital. capital capital
No new valuation New valuation
is priced is priced
Founder insight: What’s most important when selecting a business loan product?
Principal and No payments as VCs
interest repayments take equity stake
60%
50% Typically no Typically have
Board seat a Board seat
40%

. Secured against company, No security,
30% but no director guarantee no director guarantee
20%

Fasterdue Slower diligence
10% diligence process
0% THE STATE
Fully digital Borrowing limit Collateral Speed Cost OF AUSTRALIAN
application requirement (i.e.interest STARTUP FUNDING

2021
rate or fees)
Source: Letter of Intent, Aussie Startup Funding, and Cut Through Venture
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STATE OF VENTURE DEBT

9.4 The Australian Players

The level of debt funding deployed to Australian startups in 2021 is not easily measurable. Five of the key players listed below shared 2020 and 2021
funding data with Cut Through Venture on a confidential basis. Those that shared data saw the number of loans deployed rise by between 110-240% from
2020 to 2021. Between the five, the total funds deployed increased more than threefold year-on-year.

Organisation Website Founded Products Offerered Preferred Customer Type
ARR Squared www.arrsquared.com 2020 Subscription/Accounts Receivable Financing B2B SaasS recurring revenue

Clear Co www.clear.co 2015 Subscription/Accounts Receivable Financing eCommerce recurring revenue

Fundabl www.fundabl.com 2021 Subscription/Accounts Receivable Financing B2B SaaS recurring revenue

B2B SaaS recurring revenue, B2C SaaS recurring revenue,
Fundsquire www.fundsquire.com.au 2016 Revenue Based Financing , R&D Financing eCommerce recurring revenue, Other recurring revenue, eCommerce
non-recurring revenue, Other non-recurring revenue

B2B SaasS recurring revenue, B2C SaaS recurring revenue,

Leap www.gcifunds.com 2019 Venture Debt / Venture Credit : :
eCommerce recurring revenue, Other recurring revenue
Lighter Capital www.lightercapital.com 2010 Revenue Based Financing B2B SaasS recurring revenue, Other recurring revenue
Marshall Investments www.marshall.com.au 1995 Venture Debt / Venture Credit B2B Saas recurring revenue, B2C Saas recurring revenue,
eCommerce recurring revenue, Other recurring revenue
B2B SaasS recurring revenue, B2C SaaS recurring revenue,
OneVentures www.one-ventures.com 2010 Venture Debt / Venture Credit eCommerce recurring revenue, Other recurring revenue, eCommerce
non-recurring revenue, Other non-recurring revenue
Venture Debt / Venture Credit, Trade/Inventory B2B SaasS recurring revenue, B2C SaaS recurring revenue,
Partners for Growth www.pfgrowth.com 2004 Financing, Subscription/Accounts Receivable Financing, eCommerce recurring revenue, Other recurring revenue, Other non-
Asset Backed, Revenue Based Financing recurring revenue, eCommerce non-recurring revenue
Tractor Ventures www.tractorventures.com 2020 Revenue Based Financing EVIE) Sl FecUrring revenue, B0 SeRS reeUing [EVemus:
eCommerce recurring revenue
Wayflyer www.wayflyer.com 2019 Revenue Based Financing eCommerce non-recurring revenue
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VALUE CREATION
AND REALISATION

6.1 Tech Private Market Exits
6.2 Tech Public Markets




VALUE CREATION AND REALISATION: PRIVATE MARKET EXITS

Insights from Le:”_ ex o:f wj_ U‘j_

2021 was simply unprecedented for tech MEA in Australia. Total MEA deal volumes and values smashed all prior records. The largest-ever
Australian MEA announced deal was of a 7-year-old tech company. And Australia's tech ecosystem truly hit the global stage as the
maturation of the tech ecosystem translated into large scale cross-border M&A.

Three Things To Know

01 Over S10B in M&A exits Australian tech had a monster year—with over $10.8B in total M&A exits and the biggest deal
involving a VC-backed company for $S2B. With Afterpay’s acquisition closing in 2022, the future
is bright for tech M&A activity in Australia.

02 Global buyers dominate local acquisitions The share of deal value involving global buyers hit 69%, the highest for the past three years.
2021 saw the emergence of European tech buyers, who accounted for a quarter of deals by
value. Australian tech buyers are most active by deal count, but tended to be involved in
smaller deals.

03 PE activity has tripled in the last five years While many high profile take-private buyouts of ASX-listed tech companies ultimately fell over,
PE's activity in tech M&A continued to accelerate, as they're drawn by the recurring, sticky and
high-margin nature of tech businesses.

THE STATE OF AUSTRALIAN
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VALUE CREATION AND REALISATION: PRIVATE MARKET EXITS

6.1.2 S10B+ Worth of Australian Tech M&A msigs rom (offer of inferd

Australian tech MEA deal volume (2016-2021)

2021 saw a record 202 acquisitions worth $12B
$10.8B complete—the strongest year ever. This

excludes the S39B Afterpay transaction, which

completed in 2022.

$10B
Record tech M&A activity is a derivative of
years of investment into the local ecosystem,
with Australian startups and VCs beginning to
realise some of their biggest M&A outcomes
yet, including: 8B
Acquisition of $6B
A CLOUD GURU
$4B
Acquisition of
/X\ XM CYBER
$2B

Acquisition of
$845 M <« Invoice2go  *¢

Source: S&P Global - CapitallQ

2016 2017 2018 2019 2020 2021
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VALUE CREATION AND REALISATION: PRIVATE MARKET EXITS

6.1.3 Top 10 Tech M&A Deals of 2021

The ten largest acquisitions had an aggregate

Company

A Cloud Guru

enterprise value of S7.4B. The largest was the

S2B acquisition of VC-backed A Cloud Guru, an

MessageMedia

important milestone for Australia's VC-backed

startup ecosystem.

Invoice2Go

Historically, people-intensive tech services and
consultancy firms have dominated Australia's top
tech acquisitions. In 2021, seven of the ten

largest deals involved software and internet
businesses.

Trader Interactive

Ascender

Medical Director

High profile international buyers made several

other notable acquisitions with undisclosed deal hipe
values. This included Microsoft's purchase of |
Clipchamp, and Alteryx's purchase of Hyper Servian
Anna.
Planit Testing
GBST

There has never been a better time to be a technology
entrepreneur in Australia, with countless local companies
succeeding on a global stage, raising significant venture and
growth capital and attracting the world's largest strategic buyers
and private equity.

THE STATE OF AUSTRALIAN
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Description

Online training platform

Mobile messaging software

Invoicing software

Online vehicle marketplace

Payroll software

Practice management software

Cloud and licensing distributor

Enterprise systems consultancy

Software testing consultancy

Financial services software

Anuj Goel

Head of ANZ Technology

Deal Value

S2B

$1.7B

USS845M

USS797M

USS451M

USS350M

USS408M

USS309M

USS300M

USS250M

Insights from Lej-{_ er o:f lld_ u,:r

Acquirer

Pluralsight

Sinch

Bill.com

Carsales.com

Ceridian

Telstra

Crayon Group

Cognizant

Nomura Research Institute

Anchorage Capital

Country

USA

Sweden

USA

Australia

USA

Australia

Norway

USA

Japan

Australia

Source: SEP CapitallQ and company announcements

@ MACQUARIE




VALUE CREATION AND REALISATION: PRIVATE MARKET EXITS

6.1.4 International Buyers Dominate Large Acquisitions i (effer of inenl

Share of M&A exits to local vs. global buyers (average from 2016 to 2021)

Larger acquisitions—particularly of high growth, 70%
VC-backed startups—continue to be dominated

by global buyers. 60%
Australia's tech ecosystem has not yet >0%

produced a cohort of large locally-

headquartered buyers with the balance sheet 40%
and appetite to make big acquisitions of local
startups. As such, while local acquirers Rl
account for most deals by count (62%), the -
more established US and European buyers ’
dominate deals by value (63%). In 2021, 69% of 10%
tech deals by value involved a global buyer.

0%

ANZ Buyers Global Buyers

Share of value% ®mShare of deal count %

Source: S&P Global - CapitallQ

0 DEALS BY VALUE
0 are dominated by established US and
European buyers
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VALUE CREATION AND REALISATION: PRIVATE MARKET EXITS

6.1.5 Share of M&A Exits by Buyer Region wsgsron (effer of onfent

Share of M&A exits by buyer region (2018 to 2021)

While North American buyers have typically been 60%

the most active region in the Australian market,
European buyers were particularly active in
2021.
50%
European buyers were involved in a quarter of all
tech M&A deals last year. Notably, most of the
buyers came from the Nordic region—including .
Sweden (Sinch x MessageMedia), Norway S
(Crayon x rhipe) and Finland (Nosto x Stackla).
30%
\ L
20%
10%
European buyers were involved in a quarter of
all tech M&A deals
0% - — —
2018 2019 2020 2021
Australia & New Zealand m North America mEurope Rest of World

Source: S&P Global - CapitallQ
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VALUE CREATION AND REALISATION: PRIVATE MARKET EXITS

6.1.6 Private Equity Activity Tripled in the Last Five Years mmsson [dler of ident

Number of MEA exits involving private equity (2018 to 2021)

Drawn by the scalable, high margin and recurring nature of software revenue, 35
private equity is accelerating its pursuit of high-quality technology targets.

30
These acquisitions tend to focus on more established, cash flow generative targets
instead of younger, high growth VC-backed startups. Key examples were the o5
unsuccessful buyout proposals for Hansen Technologies ($1.3B) and Iress ($2.3B).

: : o 20

We still saw a record 31 other deals by private equity in 2021.
There was high activity in add-on acquisitions to platform investments, including: 15

 Pluralsight (owned by Vista Equity) acquired A Cloud Guru

. Citadel (owned by Pacific Equity Partners) acquired Genie Solutions. 10
The highest activity was seen in the mid-market space— including Anchorage's 5
acquisition of GBST for $250M and Whiteoak's sale of Priava. Many funds also
made earlier-stage investments via newly established growth funds— including 0 | . |
Quadrant's acquisition of Seertech Solutions via its ‘Growth Fund 2. 2018 2019 2020 2021

Source: S&P Global - CapitallQ

Facing competition from cashed-up venture capital funds
participating in increasingly larger funding rounds and options
for Australian companies to list on international exchanges,
Private Equity sponsors and global technology companies will
continue to demonstrate their willingness to tnvest in best-in-
breed technology via MGA.

Alexander Nikov

J.PMorgan

Executive Director
Technology Investment
Banking
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VALUE CREATION AND REALISATION: IPOS AND PUBLIC MARKETS

Fresh &)

Insights from

Equities

As global capital market conditions stabilised and investors began to deploy more capital, 2021 set an ideal backdrop for IPOs. The number of
Australian tech IPO deals increased marginally from the year prior, and with the large tech sell-off over our southern summer, most deals are

now underwater. Nonetheless, with many public tech companies generating significant value, Australia is emerging as a strong home for
innovative listed companies

Five Things To Know

01 Over S123B of public tech companies in With 185 listed tech companies at the close of 2021, the market cap of public tech companies in
Australia Australia increased by 23% from the prior year. With $2.2B of that coming from new entrants, it
shows the local tech sector reacting well with an 11% increase on a like-for-like basis.

02 22 Australian public tech unicorns with a There are many public tech companies that have generated significant value, with the top 22
combined market capitalisation of SI00B valued at over $1B by market capital. In typical ASX fashion, the combination of the top five is
more valuable than the balance of the 182 listed tech stocks.

03 Asia-Pacific leads tech IPO activity by deal There were over 450 tech IPO deals in Asia-Pacific in 2021, with China, Japan and South Korea
volume leading the pack with 329 tech floats.

2021 ASX IP 1B for th ing, with 12 tech
04 Twelve tech IPO deals on the ASX in 2021 021 ASX IPO gross proceeds exceeded $1B for the second year running, wi new tec

listings.
05 SiteMinder Limited (SDR) takes the cake for Open hotel commerce platform SiteMinder Limited raised $S627M in an oversubscribed IPO backed
best tech IPO by local and international investors. Not only was it the biggest by far, but it also resulted in the

best return of 2021 tech IPOs of 26%.
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VALUE CREATION AND REALISATION: IPOS AND PUBLIC MARKETS

6.2.2 The Rise of Global Tech g om F<SL 2

Total market cap of global tech companies as of 31 Dec 2021

Accelerated by the pandemic, many of the most S199T
valuable companies in the world are tech companies,

with their ability to scale and lower marginal costs

allowing them to outcompete traditional players. S88T

The sector remains dominated by the US. However, S2é-|-
there has been a significant rise in the value of tech

companies in the Asia-Pacific region. Countries such

as China, Japan and South Korea are building strong . .
technology houses, making Asia-Pacific a region to EW"OPB Asia - Pa(nﬁc US

watch.

Source: S&P Global - CapitallQ

Australia’s technology sector is entering a new stage of maturity, there
are now an array of technology companies that have out-grown the
support and liquidity offered by private markets and are starting to
look to public exchanges. These companies are global from day one,
unencumbered by financial or requlatory constraints and are very
quickly attracting investor interest here and abroad.”

Ben Williamson FreSh
Co-founder and CEO E qui ties
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VALUE CREATION AND REALISATION: IPOS AND PUBLIC MARKETS

6.2.3 Australian Tech Companies Make Their Mark s o (L

Number and total market cap of public tech companies in Australia (2016 - 2021)

Australia has a key role to play in the growth of the $140B 200
Asia-Pacific region. The number of listed Australian 180
tech companies has grown from 104 in 2016 t0 185 in $120B
2021. The market cap of these companies has surged 160
by 321%. $100B _
At the end of 2021, the total market cap of all 120
Australian public tech companies was over $123B. 808
Many public tech companies have generated 100
significant shareholder value and continue to show S60B 80
promising growth.

S$40B 60
Despite overall growth, 2021 was a volatile year for 40
tech stocks. The S&P/ASX All Tech Index closed 3.7% $20B
above where it started but saw lows of 20% from peak 20
to trough and then highs of 30% in a matter of weeks. - 0

This instability was largely caused by a fear of rising

. . . 2016 2017 2018 2019 2020 2021
interest rates and inflation.

mm Number of Public Tech Companies —Total Market Cap

Source: S&P Global - Capital IQ
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VALUE CREATION AND REALISATION: IPOS AND PUBLIC MARKETS

6.2.3 Australian Tech Companies Make Their Mark s o (L

Total public Australian tech companies by market cap group as of 31 Dec 2021

The rise in the value of tech companies is particularly 65
interesting for early-stage founders and investors. It is 60
exciting to know that 22 Australian tech companies
are now valued at over $1B, and 81 companies over 55
S100M. 50
: : : 45
The expansion of listed tech illustrates the great
potential for outstanding outcomes for Australian tech 40
startups. 35
30
25

20
Australian tech
companies are valued 15
more than $1B 0
5

0

<$10M S$10M-S50M $50-$S100M $100M-S500M S500M-$1B S$1B+

Source: SEP Global - CapitallQ

Australian tech
companies are valued

more than S100M
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VALUE CREATION AND REALISATION: IPOS AND PUBLIC MARKETS

6.2.4 IPO Activity in Asia-Pacific Soars s P

Number of tech IPOs by region (2016 - 2021)

Asia-Pacific was the place to launch new tech in 450
2021. Asia-Pacific had over 350 more tech IPOs
than Europe and the US. 400
_ _ _ 350
This was largely led by China, which alone
contributed 246 tech IPOs. Japan and South 300
Korea saw the float of 52 and 31 public tech
companies, respectively. 250
200
150
100
50
0

2018 2019

m Europe mUnited States m Asia-Pacific

2016 2017

Source: S&P Global - Capital IQ

Despite some recent volatility in public equity markets,
startup founders will continue to put their heads down and
build and the best will continue to get funded from
investors.

An Vo
Partner ET E N 1 3
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VALUE CREATION AND REALISATION: IPOS AND PUBLIC MARKETS

- | Fresh

6.2.5 Australian Tech IPOs nsihts o B ites
Australian tech IPOs (2018 - 2021)

Australia's IPOs have mainly been lacklustre. 2021 saw the launch of 12 public tech $1,200M 16

companies, up from 10 in 2020. The average IPO proceeds per deal decreased from

14
2020 by $13M to $92M. $1,000M - .
. . $800M
Total gross proceeds from the 12 IPOs remained above $1B for the second year in a 10
row. The growth in gross proceeds is a welcomed reminder that Australia can be a S600M 8
driver of tech innovators and market leaders. 6
S$400M
The performance of ASX tech IPQOs in 2021 was largely anticlimactic, with 10 of the 4
$200M
12 floats now underwater. 2
SiteMinder was one of the few strong performing stocks. The company debuted 2018 2019 2020 2021

after issuing 23.9 million shares for $5.06 in its IPO. Shares in SiteMinder finished

the first day of trading up 38.5 per cent to $7.01 each. The IPO was backed by =GressPrceedS #atDeals
Ieadmg Au.strqllan |hst|tut|ons, institutional and retail investors and several new 2021 tech IPO deals on the ASX
global institutional investors.
Company Ticker Market Cap IPO Deal
Although not strictly a tech IPO, a deal of note is the debut of Touch Ventures. SiteMinder Limited SDR $1,360,000,000 $627,000,000
T_ouch.Ventures, a listed investment comp_any that |nv§§ts in technology startups, Rubicon Water Limited RWL $275,000,000 $42.600.000
listed in September 2021. The company raised $100 million at 40 cents a share, | o
with their largest shareholder, Afterpay, retaining 24% ownership. BirdDog Technology Limited BDT $133,000,000 $33,000,000
Atturra Limited ATA $124,341,278 $24,800,000
The Touch Venture. deal marks ah important step in an overarching strategy. In XPON Technologies Group Limited PN $60.721,633 $12,500,000
2021, Square acquired Afterpay in a S29B deal. Square, (now known as Block), |
listed on the ASX in January 2022. This was touted as one of the most important AGIYEFRLE Elfolp (ke ATV PEELEE L0 PlEZE8,208
listings on the ASX in 200 years. Gefen International A.l. Ltd GFN $31,065,217 $25,000,000
The hope is that Block's listing will draw other high-profile tech companies to the sy Hluli e wav A2 BT SULE{EDY
ASX, and it may just encourage other home-grown tech stories like Atlassian and EP&T Global Limited EPX $20,771,999 $11,000,000
Canva to follow suit. Orexplore Technologies Limited OXT $13,470,000 $2,440,000
X2M Connect Limited X2M $13,431,167 $8,000,000
RocketBoots Limited ROC $11,440,000 $425,000,000

THE STATE OF AUSTRALIAN

STARTUP FUNDING 2021

Source: SEP CapitallQ and company announcements




07

STATE OF THE
GENDER EQUITY GAP

4

Our examination of the startup gender equity gap remains a work in progress and is informed
by available funding data and a survey in which we asked respondents to self-identify. The
reality is, we do not have enough data required to paint a full picture of the experience of

female founders.

We're hoping that the below analysis will act as a springboard for further constructive
discussion and action to address gender imbalances and challenges in startups. Our goal is
to ensure that diversity and inclusion are top of mind as our ecosystem continues to scale

and evolve.

We also acknowledge that diversity extends beyond gender, and in future reports, we commit
to cover the experiences of a broader set of underrepresented founders.

A NOTE ON THE DATA: The funding data informing this analysis came from publicly available sources, including
company team pages and LinkedIn. Startups were excluded from the analysis if we couldn’t establish the
founders' gender identities. Cake Equity provided data was submitted anonymised to Cut Through Venture. All
surveys were completed anonymously, and participants self-selected their gender identities.




STATE OF THE GENDER EQUITY GAP

/1 Five Things To Know

01 Share of deals went up, but the share of Funding events involving at least one female founder rose marginally to 19% of all deals. Total

dollars went down capital invested in female-founded startups fell compared to 2020. The Australian stats are in
line with those reported in other key startup hubs globally.

02 Female founders see higher deal share Twenty-nine per cent of Accelerator/Angel/Pre-Seed deals involved a female-founded startup.
in earlier-stage deals This was considerably higher than at the Seed and Series-A stages. Twenty-five per cent of
Series-B+ deals involved a female founder. Five of the ten largest deals in 2021 involved mixed
founding teams.

03 Diverse representation across VC-favoured VC favourites - Blockchain/Cryptocurrency/Web3 and Climate Tech/CleanTech - saw strong
industries female founder representation. Top sectors for female founders also included Al/Big Data and
Biotech.
04 Broader startup equity ownership is in line Twenty-seven per cent of ESOP participants at startups are female. This compares to the Tech
with the participation rate Council of Australia’s estimate that women make up 25% of Australia’s tech employees.
05 Some opinions are split, others shared Ten per cent of female founders feel highly confident that they’ll raise their next funding round,

compared to 63% of male founders, and 59% of female founders feel somewhat confident. Sixty-
seven per cent of female founders and 49% of male founders feel at least somewhat supported
by the startup ecosystem in Australia.
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/.2 Spotlight on Female Founders

According to recent research compiled
by the Tech Council of Australia, female
make up approximately 25% of tech
employees. Cake Equity's data shows
that the percentage of female founders
within startups is likely much lower, at
16%.

Cake Equity is the cap table
management solution of choice for a
large share of Australian startups, and
so is uniquely placed to glean insight Source: Tech Council of Australia
iInto representation in the ecosystem.

of Australia’s tech workforce are female

16%

Cake Equity works with startups of
varying maturities and across multiple
iIndustries. Accordingly, we see no
apparent reasons why Cake's founder
data would not be a reasonable
representation of the broader
ecosystem.

of Australia’s startup founders are female

Source: Cake Equity anonymised internal data
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7.3 The Flow of Capital into Female-Founded Startups

Deals involving at least one female founder

The percentage of equity funding events
Involving startups with at least one 1 8 9020 1 9 9021
female founder increased marginally to o o
19% in 2021, % /0
Total capital invested in startups with at least one female founder

2 8 in 2020
%0

The future of investments is diverse, women continue to
be underrepresented on cap tables, as founders receiving
funding and those who make investment decisions.

The share of total funding slipped
considerably. We should expect greater
volatility in this metric overtime, given the
outsized impact of large mega-deals.

in 2021

%0

Chelsea Newell 1
& Samar Mcheileh Sca e
Co-CEOs 1mnvestors:

You do not have to sacrifice returns, in fact it is a positive
economic opportunity while fixing the flaw in the market.
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/7.3 Australia in Line with the Global Trend

Deals involving at least one female founder Total capital invested with at least one female founder

These figures place Australia in line with the £k o

global trend. Crunchbase research suggests

. . . 20% 25%
that in the first eight months of 2021, founding °
teams with at least one woman in the US 20%
participated in 23% of funding events and 15%
received just 14% of funding. 15%
10%
: : 10%
The deal share and funding share delta in the
US Is more prominent than in Australia. S% 5%
Female founders in the US participate in
funding events at a higher rate, but raise 0% ! | - - 0% » ~
comparatively less than their Australian 2020 2021 2020 2021
counterparts when they do so. US startups mAustralian startups US startups mAustralian startups
Source: Something Ventured: Despite Blockbuster Venture Investment, Female Founders’ Share Of VC Funding Falls
Capital raised by genders of the founding team
10%
Only a small percentage of founder teams 8%

that raised were female-only. Ninety-one per
cent of women who raised capital in 2021
were members of a mixed gender team,
meaning that female-only teams shared just
2% of the total capital raised.

This is also in line with the US, as reported by
Crunchbase.

82%

m All Male All Female = Mixed
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/.4 Female and Male Founders Find Varying Support

Our survey of 380 early-stage founders highlighted a
confidence gap between men and female when considering
their likelihood of successfully raising their next fundraising
round. Sixty-three per cent of men are highly confident of
raising their next round, versus just 10% of female. Thirty-two
per cent of female founders feel unsure or not confident that
they would successfully raise another round, compared to just
14% of male founders surveyed.

@
0 OF FEMALES VS
feel highly confident about raising -
0 their next round

A L 2 A 11
O OF MEN
feel highly confident about raising
0 their next round
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/.4 Female and Male Founders Find Varying Support

Founder insight: Founders who believe gender has tmpacted their ability to
raise VC funding

Founder insight: How confident are founders that they’ll successfully raise

their next round of capital?

82%

of female founders

15%

of male founders

The pathway for Australia to create a more inclusive funding
environment for women 1is clear: hire women onto investment
teams and promote them to leadership, deploy capital to female
founders and invest in technology, products and services that
empower women to live, learn and work as they choose.
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70%

60%

50%

40%

30%

20%

10%

w IR

Not confident

Somewhat Highly confident I don't know

confident

m Male founder Female founder

Stefanie Safahi

Head of Communications
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7.3 The Flow of Capital into Female-Founded Startups

Percentage share of deals by teams with at least one female founder (by stage)

The percentage of crowdfunding and earlier
stage deals that included female founders 30%
was higher than in later stages. Strong

female representation within the two largest 25%

accelerators, Startmate and Antler, and the

activity of a handful of female-only funds 20%

which invest earlier, drove representation

across early-stage deals. 15%

Five of the ten largest deals in 2021 involved 0%

the mixed founding teams at Judo Bank, 5o

Airwallex, Canva, and Octopus Deploy. Two °

of these founding teams included married 0% | | l

couples. Crowdfunding  Accelerator, Angel, Seed Series A Series B+
Pre-Seed

Percentage of announced deals by teams with at least one female founder (by industry sector)

Female founders saw the highest percentage

share of deals in Al/Big Data and Biotech/ Artificial intelligence / Big Data
MedTech. They saw the lowest with Space/ Biotech / MedTech
Aviation/Defence and Transportation/Logistics/

Blockchain / Cryptocurrency / Web3
Climate Tech / CleanTech

Encouragingly, two of the fastest-growing Consumer Product (non Food / Bev)
sectors, Blockchain/Cryptocurrency/Web3 and

Climate Tech/CleanTech, saw strong female
founder representation in 2021.

Supply Chain.

Cybersecurity / Data Privacy / Digital ID
Deep Tech

Design / Publishing / Collaboration

These two sectors were also viewed as the most DevTech / Developer Tools
promising that startup investors are watching in
2022.

Ecommerce / Retail

0

X

10% 20% 30% 40% 50%
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/7.4 Balancing Total Ownership is Key

Women make up 27% of startup equity-
holding employees on the Cake
platform, which is in line with the Tech
Council of Australia's estimate of
females working in tech.

Equity ownership of non-founders in
startups is a crucial figure to track. The
wealth created by employees who own
equity at successful startups enables
them to take more significant
professional risks themselves.

We believe that more people sharing in
the equity-upside of our greatest
success stories will lead to the launch of
more startups.

THE STATE OF AUSTRALIAN
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27%

222

of startup equity-holding
employees on the
Cake platform are female

Source: Cake Equity anonymised internal data

We are excited by progress on gender equity in
Australia such as female-led funds launching, more
women in leadership and Partner roles at VCs, and
funding for more startups led by female founders,
especially in deeptech.

We're also proud to be playing a role in changing
the dynamics- 60% of our portfolio companies have
female founders or co-founders. As an ecosystem,
we need to continue to do better to make sure that
rockstar founders who are solving our most
pressing challenges, no matter their gender or
identity, get the funding and support they need.

Sarah Nolet

General Partner

tenacious

ventures
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/.5 Food For Thought

Sixty-seven per cent of female founders surveyed felt at least somewhat supported
by the entrepreneurial community and startup ecosystem in Australia. Just 49% of
male entrepreneurs feel supported.

Twelve per cent of men surveyed felt strongly supported, while no female
respondents reported feeling the same way.

Separately, 31% of female founders surveyed rate the diversity of investors as 'very
important’ compared to 6% of male founders surveyed. Thirty-nine per cent of men

claimed that the diversity of the investors in their businesses was ‘not at all
important, compared to just 9% of female.

0 OF FEMALE FOUNDERS
0 feel supported by the entrepreneurial
community and startup ecosystem in Australia
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8.1 Data Methodology

Startup funding data
Cut Through Venture provided the equity funding data in the report. Cut Through Venture gathers funding data from various publicly available sources,
Including press releases, social media, and investor memos.

Data is also provided directly to Cut Through Venture by Australian startup ecosystem participants, including investors and founders. To be included in the
Cut Through Venture data set, all deals must be validated by an investor or founder involved, or via a press release citing parties to the deal.

To be included as a funding event, the transaction must result in an infusion of capital into the startup, in return for the investor taking equity in the
business. Exits, grants, prizes, and secondary equity transactions are excluded from the data.

Cut Through Venture uses publicly available information, including LinkedIn and company websites, to augment the deal data collected. This additional
information includes information about the founder(s) of the startup and background information on the startup.

Survey data
Survey data was collected via three surveys:

- Australian Startup Founder Survey (380 responses)
- Australian Professional Startup Investor Survey (186 responses)
- Australian Angel Investor Survey (283 responses)

All survey responses were anonymous, and the survey collected no sensitive information. Participants were asked to self-select their gender identities and
provide information related to their age, location, and background for analysis purposes. All questions were optional. Given the anonymity of the responses,
it was not possible to validate the authenticity of the responses.

The survey tool used was Typeform. Only direct contributors to the report had access to the survey data.

Cake Equity data

Cake Equity provided specific fully-anonymised data to Cut Through Venture to support the report. Cake Equity shared no source data with Cut Through
Venture.

S&P Global data
S&P Global provided access to CapitallQ to support the report's preparation. S&P Global was not responsible for any of the analyses presented in the report.

Other data
Other data used to support the preparation of the report was cited in the report.
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