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Despite the turmoil in the global financial markets, US venture capital
investing remained within historical norms in the third quarter of 2008.
Venture capitalists invested $7.1 billion in 907 deals according to the
MoneyTree Report. Third quarter investment activity was down seven
percent from the second quarter of 2008 when $7.7 billion was invested
in 1,033 deals and down nine percent compared to funding the same time
last year. The third quarter saw ongoing interest in the Cleantech and Life
Sciences sectors while Seed/Early stage deals accounted for 39 percent
of total deal volume.
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The Biotechnology sector narrowly edged out Software as the number
one industry sector for the quarter with $1.35 billion going into114 deals.
Based on number of deals, however, Software remained the top industry
with 214 companies receiving funding in the third quarter compared to only
114 Biotech companies. Industrial/Energy, driven by Clean Technology
investment, companies captured the third highest level of funding in Q3
with $1.2 billion going into 96 deals.

Investments by industry

Q3 2007, Q2 2008
and Q3 2008

The Life Sciences sector (Biotechnology and Medical Devices combined)
saw a 10 percent increase in VC investing in the third quarter with $2.2
billion going into 207 deals, an 8 percent drop in deals from the second
quarter of 2008. This decrease is attributed to declining investment levels
in the Medical Devices sector. Investments in Life Sciences companies
represented 31 percent of all investment dollars and 23 percent of all deals
in the third quarter.

The Clean Technology sector, which crosses traditional MoneyTree industries
and comprises alternative energy, pollution and recycling, power supplies
and conservation, saw an increase in investment in the third quarter with
$1.0 billion dollars going into 73 deals. This level of investment is 14 percent
higher than the second quarter when venture capitalists invested $887 million
into 68 deals.

Industrial/Energy was essentially flat in the third quarter with $1.2 billion
going into 96 deals compared to the second quarter when $1.2 billion went
into 94 deals. The Semiconductor industry rebounded slightly from the
prior quarter’s drop, rising 7 percent over the prior quarter to $396 million
going into 50 deals. The Telecommunications industry, with $323 million
invested into 45 deals, sunk to its lowest investment level since Q3 1997.
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Definitions of the Industry categories can be found on the MoneyTree™ Website at www.pwcmoneytree.com
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Seed/Early stage investing fell slightly in the third quarter to $1.7 billion into
350 deals compared to the second quarter of 2008 when venture capitalists
invested $1.8 billion into 378 deals. Seed/Early stage deals accounted for 39
percent of total deal volume in the third quarter, up from 37 percent in the
second quarter of 2008. The average Seed deal in the third quarter was $3.5
million, down from $3.9 million in the second quarter; the average Early stage
deal was $5.5 million in Q3, up from $5.2 million in the prior quarter.

Investments by stage
of development

Q3 2007, Q2 2008
and Q3 2008

Expansion stage dollars dropped slightly in the third quarter, with $2.7
billion going into 263 deals. The number of deals, however, dropped 18
percent compared to the 321 deals funded in the second quarter. Overall,
Expansion stage deals accounted for 29 percent of venture deals in the
quarter, the lowest level in the history of the survey. The average Expansion
stage deal was $10.1 million, up notably from $8.0 million in the second

Investments in Later stage deals dropped 14 percent with $2.8 billion going
into 294 deals and accounting for 32 percent of total deal volume. In the
second quarter of 2008, $3.3 billion went into 334 deals. The average Later
stage deal in the third quarter was $9.6 million, slightly lower than the prior
quarter when the average Later stage deal size was $9.8 million.

quarter of 2008.
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Investments by
sequence of financing

Q3 2007, Q2 2008
and Q3 2008

The dollar value of first-time deals (companies receiving venture capital for
the first time) declined 12 percent to $1.5 billion in the third quarter. The
number of deals also declined, dropping 20 percent to 259, down from the
322 receiving venture capital for the first time in the prior quarter. First-time
financings accounted for 21 percent of all dollars and 29 percent of all deals
in the third quarter, compared to 22 percent of all dollars and 31 percent of
all deals in the second quarter. The percentage of dollars going into first-time
financings is the lowest since the second quarter of 2004 when 20 percent
of total investments went to companies receiving venture capital for the first

Companies in the Industrial/Energy, Software, and Biotechnology industries
received the highest level of first-time dollars in Q3. Other industries
seeing an increase in first-time financings in Q3 include Semiconductors,
Networking & Equipment, and Healthcare Services when compared to Q2.

The average size of the first-time deal in the third quarter was $5.7 million
compared to $5.2 million one quarter ago. Seed/Early stage companies
received the bulk of first-time investments garnering 55 percent of the
dollars and accounting for nearly three-fourths of the deals.

time. The percentage of deals is at the lowest level since the first quarter
of 2004 when 27.2 percent of deals went to companies receiving venture
capital for the first time.
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Most active
venture investors

Q3 2008
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The third quarter 2008 most active US venture investors closed eight or
more deals. Of the 2,227 transactions reported in the third quarter, the
most active firms accounted for 450, or 20 percent of total deals completed
in the quarter. Draper Fisher Jurvetson topped the third quarter’s most
active list with a total of 26 deals. Intel Capital, with 20 investments, and
New Enterprise Associates, with 19 deals, round out the top three venture

capital firms for the quarter.

# of # of
Firm Location Deals Firm Location Deals
Draper Fisher Jurvetson Menlo Park, CA 26 Domain Associates Princeton, NJ 9
Intel Capital Santa Clara, CA 20 Matrix Partners Waltham, MA 9
New Enterprise Associates Baltimore, MD 19 Mohr Davidow Ventures Menlo Park, CA 9
Kleiner Perkins Caufield & Byers Menlo Park, CA 18 North Bridge Venture Partners Waltham, MA 9
Sequoia Capital Menlo Park, CA 17 Trinity Ventures Menlo Park, CA 9
U.S. Venture Partners Menlo Park, CA 17 Advantage Capital Partners New Orleans, LA 8
Greylock Partners Waltham, MA 14 ARCH Venture Partners Chicago, IL 8
InterWest Partners Menlo Park, CA 14 Bay Partners Menlo Park, CA 8
Polaris Venture Partners Waltham, MA 14 DCM Menlo Park, CA 8
Sigma Partners Menlo Park, CA 14 Duff Ackerman & Goodrich San Francisco, CA 8
Menlo Ventures Menlo Park, CA 13 Flybridge Capital Partners Boston, MA 8
Accel Partners Palo Alto, CA 12 Foundation Capital Menlo Park, CA 8
Advanced Technology Ventures Waltham, MA 12 Frazier Healthcare and Technology  Seattle, WA 8
Canaan Partners Westport, CT 11 Ventures
CMEA Ventures San Francisco, CA 11 MD Techpology Development Columbia, MD 8

Corporation

Venrock Associates Palo Alto, CA 11 MPM Capital Boston, MA 8
First Round Capital West Conshohocken, PA 10 Rockport Capital Partners Boston, MA 8
Khosla Ventures Menlo Park, CA 10 RRE Ventures New York, NY 8
Labrador Ventures Palo Alto, CA 10 Three Arch Partners Portola Valley, CA 8
Norwest Venture Partners Palo Alto, CA 10 Warburg Pincus New York, NY 8
Trident Capital Palo Alto, CA 10



|nVGStmentS by region Silicon Valley continued to garner the bulk of venture capital dollars

Q3 2007, Q2 2008
and Q3 2008

capturing nearly 39 percent of the $7.1 billion distributed to US-based
companies throughout the quarter. The New England Region captured a
12 percent share of investment dollars while LA/Orange County and NY
Metro each captured 8 percent. Six of the top ten regions experienced

a decrease in investment levels in the third quarter. Despite a 12 percent
decrease in the number of deals, NY Metro recorded the highest jump in
funding with a 36 percent increase over the second quarter. Taken together,
the top ten regions in the third quarter of 2008 accounted for 90 percent
of the dollars invested and 86 percent of the deals reported.
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Definitions of the Industry categories can be found on the MoneyTree™ Website at www.pwcmoneytree.com



pwcmoneytree.com

Contact

Tracy T. Lefteroff Deborah Volpe

Global Managing Partner Technology Marketing Manager
Venture Capital Practice deborah.volpe@us.pwc.com

tracy.t.lefteroff@us.pwc.com

pwc.com

© 2008 PricewaterhouseCoopers LLP. All rights reserved. “PricewaterhouseCoopers” refers to
PricewaterhouseCoopers LLP (a Delaware limited liability partnership) or, as the context requires, other
member firms of PricewaterhouseCoopers International Ltd., each of which is a separate and independent
legal entity. *connectedthinking is a trademark of PricewaterhouseCoopers LLP.

Data is current as of October 17, 2008. PricewaterhouseCoopers and the National Venture Capital
Association have taken responsible steps to ensure that the information contained in the MoneyTree™
Report has been obtained from reliable sources. However, neither of the parties nor Thomson Reuters can
warrant the ultimate validity of the data obtained in this manner. Results are updated periodically. Therefore,
all data is subject to change at any time.

BS-09-0214-A.10-08.CB




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


