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Defining the market standard for VC term sheets — Foreword

Demystitying VC Term Sheets

We are pleased to present the latest edition of our annual VC Term Sheet Guide — our most comprehensive analysis yet of what
“market standard” really looks like in venture today. Term sheets are often called “market standard”, but terms vary widely by stage,
sector, investor type and market conditions — making transparency critical for founders. This guide cuts through the complexity.

Built on one of the UK's largest datasets of anonymised, final completed term sheets, this report combines market data, legal insight
and commercial perspective to help founders navigate fundraising with greater clarity and confidence.

We sampled 711 signed term sheets (643 UK HQ'd) underpinning binding investment agreements (not templates) covering
investment rounds from Seed to Series C+ from 29 law firms with 50,000 data points analysed. Our guide also covers 42% of
all UK equity deal volumes and 46% by deal values over £0.5m in 2025".

How to use this guide

This guide is an independent one-stop practical resource on what term sheet “market standard” looks like — plus insights from a
separate HSBC Innovation Banking investor sentiment and term sheet pulse survey on where terms/the market may move in 2026.

The guide is structured across a series of focused volumes, designed to be both practical in isolation and to be read in combination:
Volume 1: Executive Summary and Market Overview — key insights and takeaways of trends shaping term sheets.
Volume 2: How-to-Guide - the practical playbook with detailed explanations of key terms and negotiation ‘top tips'.

Volume 3-6: Sector Deep Dives — provides sector specific insight across DeepTech, Fintech, CleanTech, Life Sciences & BioTech
and Health/MedTech.

Volume 7: Regional & University Spin-Outs — explores how term sheets have been evolving in the Regions and for Uni Spin-
Outs.

Used together, the volumes provide a joined-up view of market practice, but they are equally designed to be dipped into as needed —
whether a specific clause, preparing for negotiations, or understanding how dynamics have shifted by the sector or region.

This guide is part of our broader commitment to supporting founders through our Founder Success platform.

1 Pitchbook and term sheet survey data as of March 2026.
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Term Sheet Guide 2026: Market- and sector-aligned
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Market Overview

The UK venture ecosystem continues to show resilience and maturity. \World class research, deep pools of talent
and a growing base of experienced founders all reinforce the UK's position as a leading destination for VC investment.

This year's term sheet analysis highlights that the UK venture market is entering a more mature phase. In general, core
venture terms have remained broadly stable, with less volatility and greater standardisation in headline provisions.

Capital is not evenly distributed — it is concentrated, selective and conviction-led. We are seeing a clear shift towards
fewer, larger funding rounds, particularly in Al and DeepTech, with international capital playing an increasingly important
role at scale. Meanwhile, the rise of repeat founders is a clear signal of ecosystem maturity — bringing experience,
credibility and capital to the next generation of companies.

At the same time, the market has repriced and rebalanced. In larger raises, activity has strengthened and is more
founder friendly but early-stage rounds are becoming more structured and investor friendly. The early-stage
environment is now characterised by greater discipline — with more syndication, more downside protection and a
sharper focus on revenue and performance.

How liquidity is achieved is also evolving. With IPO markets subdued, secondaries have become a core feature of the
ecosystem, providing flexibility for investors and employees while enabling companies to stay private for longer.

Looking ahead, a more nuanced dynamic is emerging. Investor sentiment is improving but negotiations are likely to
become more polarised as founders continue to push for higher valuations, while investors remain disciplined on
structure — creating a growing tension between pricing and protection. The result is a market that is more active but
more demanding — where capital is available for the best companies but with higher expectations and scrutiny.

Emily Turner
CEO HSBC Innovation Banking UK
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Built on one of the UK's largest VC term sheet datasets
Anonymised data from 29 leading UK and international law firms, capturing final, executed term sheets and

demonstrating how market terms are evolving year-on-year
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Comments from the innovation community (1 of 2)

Chris Adelsbach
Partner,
Outrun Ventures

“|' love the transparency of this guide by
HSBC Innovation Banking, mainly because |
dislike it when investors and lawyers who
negotiate regularly, try to convince founders
to acquiesce by stating, "you need to accept
because these are the market standards"
and then have no data to prove that this is
so. This is a pretty elementary negotiation
tactic but, with data, both investor and
founder can agree, line by line, what is
indeed "market." HSBC Innovation Banking's
guide goes some way to help founders to
engage in fairer negotiations with their
investors and their investors' lawyers!”

Andrew Noble
(o{e]0
PXN Group
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“What stands out in this year’s data is the
continued maturation of the UK VC market.
Capital is becoming more selective and more
structured, with a clear ‘flight to quality”
driving both valuation concentration and
disciplined deployment. We are also seeing a
meaningful shift in where and how innovation
is funded - DeepTech and resilience-driven
sectors are attracting sustained interest, while
regional ecosystems play an increasingly
important role in originating globally relevant
companies. The net effect is a market that is
more rational and robust, but also more
segmented - where access to capital, and the

terms on which it is provided, are increasingly
determined by quality, sector and geography.”

Chris Smith
Managing Partner,
Playfair Capital

"Receiving a term sheet is an important
milestone for every founder building a
venture backed startup. But excitement
can soon turn to fear - what do all these
terms mean? Which ones should |
negotiate and what are the parameters?
Am | getting a good deal? This guide is
the perfect primer to enable you to get up
to speed quickly and come to term sheet
negotiations armed with the latest data
and insights to make sure you get the best
deal for you and your company.”

Ashley Abrahams
Head of Origination,
Guinness Ventures

)
“Alongside Atomico’s State of the Market
guide the HSBC Innovation Banking Term
Sheet Guide is one of the key go to resources
for the ecosystem. Don't go into a term sheet
negotiation blind. This guide breaks down
every element of a standard investor term
sheet - what's normal and what should be
challenged. | often share the HSBC Innovation
Banking term sheet guide with Founders
when discussing potential investments into
their companies. It clearly lays out the current
market standard, making it a brilliant resource
for our industry."

Dan Bowyer
Partner,
SuperSeed

"The market has bifurcated and don't expect
that to change any time soon. If you're building
something genuinely differentiated in the
hotspots of Al, defence, or what we now call
"resilience”, capital is hot to trot, valuations are
friendly, and terms are loosey goosey. If you're
not in that bucket, expect more structure, and
some tougher conversations. However, my
advice to founders in the early stages is don't
fixate on valuation, it's vanity. What matters is
you knocking it out of the park with the right
partners in tow. Agree a clean, standard term
sheet {which is the usual btw), with sensible
numbers and clauses to do us all proud.”

Carolyn Dawson OBE
CEOQO,
Founders Forum Group
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"Navigating the fundraising process can be
daunting, especially for early-stage founders.
This latest term sheet guide by HSBC
Innovation Banking provides practical,
founder-focused insights that demystify key
terms, empower entrepreneurs to negotiate
with confidence and encourage transparency

across the startup ecosystem with market
data."

Debbie Toms
Chief of Staff,
CuspAl

"One thing I'd encourage founders to really
think about is the governance architecture
you're signing up to - board composition,
consent rights, voting thresholds. It's easy to
gloss over these in the rush to close, but they
shape how you actually run the company day to
day. Every consent right is potentially another
conversation before you can move. Every board
seat changes the dynamic in the room. That's
not necessarily a bad thing - good investors add
real value and proper governance protects
everyone - but you need to go in with your eyes
open about what it means operationally. The
best term sheets strike a balance: investors get
the protection they need without every decision
turning into a process."

Check Warner
Co-Founding Partner,
Ada Ventures

“Guides like these are critical. There is a big
information imbalance between founders
and investors — particularly first-time
founders and particularly those that don’t
have the connections or peer networks to
sense-check terms with. HSBC Innovation
Banking's Term Sheet Guide levels the
playing field for founders, empowering them
with the data to make informed decisions
about investment offers they receive. This
guide is also valuable for the investors,
ensuring that the terms they are offering
companies are fair and equitable.”

Dr Mark Payton
Chief Executive Officer,
Mercia Asset Management

“The HSBC Innovation Banking regional
comparison table contains some relevant
observations for Mercia's territories. The
Midlands data shows a notably higher VCT
presence (28%) and lower VC/LP share
(33%) compared to London (71% VC/LP).
VCTs are higher in the North (33%) and
Midlands (28%), while CVC participation is
higher in the East of England (18% vs 6% in
London). Despite these regional variations,
Mercia Ventures' ethos is to base its
investors in areas where there is a high level
of innovation, and to access our national and
international network to help those we back
to build the best businesses."




Comments from the innovation community (2 of 2)

Edward Keelan
Partner,
Octopus Ventures

"In a market that has never been more
exciting, or more complex and fast paced,
founders and investors need clear,
practical information more than ever. The
pace of innovation across the VC
ecosystem is extraordinary, but navigating
fundraising well still requires experience,
perspective and access to the right data.
HSBC Innovation Banking has done a
fantastic job bringing that together in a
way that is both accessible, interesting
and genuinely useful for founders and the
wider venture community. Huge thanks to
the team for the time and effort they have
put into producing it."

Tara Schoeller-Burke
General Counsel,
Speedinvest

"Reports like this are extremely valuable
for founders and the wider ecosystem.
By bringing data-driven transparency to
venture terms - an area filled with
jargon - HSBC Innovation Banking helps
demystify what the market actually
looks like today. Being able to
benchmark properly means founders
can focus on building balanced, long-
term partnerships with their VCs and
get a clearer view of how ‘founder-
friendly’ those terms really are. For a
pan-European VC like Speedinvest, it's
also a great way to compare UK norms
with what we're seeing across Europe!"

¥ Michael Moore
Chief Executive,
UK Private Capital
(formerly BVCA)

“The UK Private Capital model
documents provide essential support to
the venture capital ecosystem,
standardising terms between founders
and investors and saving them both time
and capital. We continue to update these
documents in line with industry
feedback, and provide them at no cost, to
ensure that founders and investors can
concentrate on growing businesses and
driving innovation across the UK.”

Tom Wehmeier
Partner,
Atomico

“These findings underscore the
continued strength of our ecosystem at
the early stage, and the first few months
of 2026 make clear there's now real
momentum at the growth stage and in
exits too. In recent months we've also
seen growing political recognition of the
crucial role of technology founders in
driving economic growth and innovation.
Now there’s an urgent need to create the
best conditions for these entrepreneurs
to thrive. By demystifying VC term
sheets and providing detailed insights to
guide decisions, this guide will help
make our ecosystem easier for founders
to navigate."

Paul Lehair
Partner,
AlbionVC

"One of the most overlooked drivers of
fundraising success is term literacy. When
founders walk into a negotiation
understanding what is market on
liquidation preferences, dilution, board
composition and protective provisions,
rounds close faster, with less friction and
better outcomes for everyone. We see a
clear pattern in our own portfolio: founders
who benchmark terms early spend less
time in legal back-and-forth and more time
building. In a market where speed and
conviction matter more than ever, that
knowledge gap has a real cost."

Triin Linamagi
Founding Partner,
Sie Ventures

"Access to term sheet benchmarks in
Venture Capital empower founders with
transparency, helping them understand
market norms, negotiate fair terms, and
avoid unfavourable clauses. In a
fundraising landscape where knowledge
is leverage, these insights level the
playing field between investors and
entrepreneurs.”

Roderick Beer
3 Managing Director,
UKBAA

“At UKBAA, we really welcome the insights
in the HSBC Innovation Banking VC Term
Sheet Guide 2026. It's a genuinely helpful
resource for angel investors, making VC
term sheets easier to navigate and
supporting better informed investment
decisions. The commentary on typical
investment sizes and ownership outcomes
is particularly useful, giving angels a clearer
sense of how dilution can play out in later
rounds and underlining the importance of
pre money valuation and looking at the full
cap table. It's also encouraging to see the
guide pointing to a positive and resilient
venture market for the year ahead."

Vanessa Vasquez
Head of Legal,
Seedcamp

“As a generalist lead seed investor backing
companies across sectors, we see how
term sheet negotiations play out in real
time across the European startup
ecosystem. The data behind this guide
helps cut through anecdote - showing
where terms are standard, where they're
shifting, and how founders and investors
are finding balance in today’s market. It's a
practical benchmark for navigating early-
stage deals with greater clarity and
confidence.”

Rubén Dominguez Ibar
VC Investor,
Itnig

“VCs know term sheets inside out.
Founders? Not so much. That's why they
often negotiate at a disadvantage. HSBC
Innovation Banking analysed 711 term
sheets from 29 law firms, exposing how
deals really get done. For the 600,000+
founders and VCs in my audience, for
Itnig’s investments, and my own as an
angel—this kind of transparency is rare
and super useful. Big institutions almost
never open their data like this. A must-
read for anyone raising or investing in
2026.”

m HSBC Innovation Banking
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Our independent Term Sheet Guide is based on a comprehensive data set derived from venture
deals, representing 42% of the UK VC market by deal volume and 46% by investment value,
based on the surveyed term sheets

The survey captures a significant Record participation increased by Comprehensive review of the entire VC
portion of UK VC activity 21% in 2025 investment ecosystem

Term sheets surveyed as a % of total UK Venture Capital # term sheets analysed in survey year Term sheets by investment stage / size

activity in 2025

____________________________________________________ 711 85

Total UK market M Seed (<F2m)

venture deal value

£19.1bn B Series A (E2m-£10m)

588
M Series B (E10m-£30m) 135

@\

M Series C+ (>30m) 71
299
Our guide represents
46% (£8.8bn) of UK 245 S :
deal value £19.1bn" Note: For the purposes of this guide, investment sizes have been labelled as:
Seed (up to £2m), Series A (£2.01m-£10m), Series B (£E10.01m-£30m)
_________________ and Series C+ (E30m+).
Our guide represents
42% (643) of UK For simplicity of this guide, these investment sizes may not always reflect
deal volumes 1,5181 the stage of maturity of the term sheet issued (e.g. Isomorphic Labs
completed a Series A round of £450m - the largest UK Series A deal in
295 2025). We also looked at broader market data — around 10-15% of deals are
supersized Series A rounds >£30m ticket sizes, suggesting our Series C+
category is broadly aligned with market trends.
2021 2022 2023 2024 2025
Map shading indicates the coverage of survey responses across total UK Number of UK HQ'd term sheets shown in graph.

VC investment activity in 2025.

1 Calculated as % of term sheets for UK-headquartered companies (643 out of 711 by volume and £8.8bn out of £11.2bn value total term sheets sampled) compared against the UK Venture ) )
Capital market (completed VC deals >£0.5m in 2025) of 1,518 transactions and £19.1bn of deal value, source Pitchbook as of March 2026. a} HSBC Innovation Banking
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Term sheet survey: 10 takeaways that define the market (1 of 2)

Later-stage activity / larger cheque sizes have rebounded, with rising valuations & fewer participating preferences as

competition drives more founder-friendly terms: Series B and C+ represented 31% of all term sheets (up from 26% in 2024), signalling 260/0 260/0 270/0
a flight to quality as capital concentrates in fewer, scaled companies as well as breakout Al/deep tech businesses where the founders have Serics B Series B Series B
greater negotiation power. This is supporting higher valuations & simpler, founder-friendly deal structures (participating prefs fell from 17% & Cot & Ct & Cot
to 10% at Series B and from 15% to 6% at Series C+).
Structured Seed rounds are on the rise & on more investor-friendly terms. \While convertible notes, ASAs & SAFEs remain common
at the earliest stages, priced seed deals are becoming more investor-friendly and complex: participating preferences have doubled (7% to ’I 40/0 70/0 ’| 50/0
14%) & syndication has increased (26% to 31%). This reflects tighter capital markets, greater scrutiny on Al accountability & longer gaps (partipe oo —
between funding stages. As funding becomes harder to secure, investors are prioritising tangible performance—revenue & profitability — ppref?) ' ppref?) ' ppref?) '
overgrowth alone, driving a more disciplined approach to investment & deal terms.
Capital concentration and ecosystem clustering
Cross-border capital continues to drive UK growth-stage rounds, while UK investors continue to anchor Seed and Series A: 0 0 0
¢.65% of Series B and C+ deals were led by foreign lead investors. There has been a rotation in 2025 from European to US investors, 37 /O 27 /O 23 /O
dominating later-stage rounds (37%), while UK investors continue to dominate Seed (c.70%) and Series A (c.55%). This reinforces the UK Series C+: Series C+: Series C+:
“scale-up gap”: strong domestic support to form companies, but international capital required to fund later-stage scale. US invest. US invest. US invest.
Al' (generative and LLMs) remains the dominant investment theme, with investors increasingly concentrated in emerging
DeepTech-focused? sectors: Activity has risen sharply — 35% of term sheets (from 15% in 2021) are pure Al / 'Deep-Tech'. There has 350/0 280/0 270/0
been a notable rise across the resilience economy (Cybersecurity and Energy), Hardware and CleanTech. This shift reflects a growing Al A& A
preference for businesses with strong competitive moats (high barriers to entry) and the rising strategic importance of the UK's sovereign DeepTech DeepTech DeepTech
innovation capabilities.
Regional funding is a real story: In Energy & CleanTech and Life Sciences & BioTech, >50% of deals across all stages is now
being funded in regions outside London, reflecting proximity to specialist innovation hubs such as Cambridge, Oxford and Manchester.
This points to a growing concentration of capital in world-leading UK regional clusters where the UK has clear strengths — and where 450/0 Not Not
investors see the potential for outsized returns. However, in some regions, term sheets show greater use of investor protections (e.g., I egeis surveyed surveyed
participating preference), suggesting lower competitive tension, tighter capital supply and a different investor mix — using structure to
bridge risk where capital is scarcer or existing investors doing smaller follow-on rounds into underperforming assets.
1 Al defined as companies focused exclusively on "pure Al" {tools and technologies that cover two key business models: Generative Al including Large Language Models (LLMs). Enabling Al has been classified in ) )
the sector it relates to (e.g. Enterprise Software or CleanTech). Survey sector classification defined as the primary end market or consumer. m HSBC Innovation Banking

2 DeepTech companies are defined by distinctive or first-of-its-kind science-based technology characteristics with strong competitive moats (high barriers to entry). It also includes energy and engineering products.



Term sheet survey: 10 takeaways that define the market (2 of 2)

Capital concentration and ecosystem clustering (continued) 2023

Uni spin-out terms encouragingly are becoming increasingly aligned with ‘standard’ VC norms with differences mainly

2025 2024
marginal (e.g. participating preference at 13% are only 3ppt higher than the wider market) albeit there is still some work to
do in areas such as secondaries: Uni spin-outs represent 9% of UK HQ term sheets but punch above their weight, across leading

innovation hubs such as London, Cambridge, Oxford, Manchester, Bristol and Edinburgh and in IP-rich sectors like Life Sciences & BioTech 90/0 N q Not q
and Health/MedTech (46% of spin-out term sheets) and DeepTech (38%). Initiatives such as the Uni Spin-out Investment Terms ('USIT’) S S
guidelines and Deepening Uni Investor Links have helped reduce friction and align terms. Continued convergence and the development of

flexible, standardised term sheet frameworks will be key to scaling spin-outs more efficiently.

Market dynamics and outlook

CVCs punch well above their weight - they're 9% of term sheets yet led around a third of the largest Series A rounds by
valuation: CVC deal volumes have declined materially since 2021 (21% to 9%), reflecting a higher cost of capital, underperformance of

. . N . . . L . o) 0] 0]
recent vintages and increased budget discipline from parent companies. Where CVCs remain active, deployment is increasingly 9 /O 1 2 /O 1 4 /0
concentrated in fewer, more strategically aligned deals — often influencing round dynamics and cheque sizes, particularly from Series A ave cve ave
onwards. Activity was most prominent in FinTech (12) and Al (11), with the largest share of CVC capital flowing to later-stage transactions, term sheets term sheets term sheets

with Series C+ capturing ¢.80% of total CVC investment in 2025.

Direct secondaries have emerged as a key liquidity release valve in a subdued IPO market - featuring in 37% and 36% of

Series B and C+ rounds respectively: As companies stay private for longer, secondaries are increasingly providing a structured pathway 360/ 4,] O/ 400/
to exit offering early investors and employees partial liquidity, while enabling new investors access to high quality assets with potentially 0 0 )
lower risk and shorter hold periods. This dynamic supports LP distributions, delivers tangible value to early employees and is becoming an at Series C+ at Series C+ at Series C+

important tool for talent retention/attracting new talent.

ESG clauses retreated rapidly at Series C+, while later-stage DE&I clauses continue to decline: ESG clauses at Series C+ declined 0 0 0
from 33% in 2024 to 12% 2025, while DE&I clauses declined from 19% in 2022 to 5% in 2025. While ESG and DE&I provisions remain 1 2 /0 33 /O 23 /O

more prevalent at early stages (ESG increased markedly at Seed by 7ppt), their decline at the growth end of the market reflects a shift in ESG at ESG at ESG at
market dynamics. Series C+ Series C+ Series C+

Investor sentiment is strengthening but term sheet negotiations are predicted to become more polarised in 2026: In our

investor term sheet pulse survey of 41 VCs, 71% of VCs are optimistic on the overall market for 2026 and are shifting back towards

deployment, with 41% prioritising new investments (up from 20% in 2025). Conviction is concentrated in Al (78%) and increasingly 4'] O/O 2'] O/O Not
DeepTech (71%, +30ppt YoY). However, 53% of investors expect founders to be pushing for more aggressive valuations in negotiations, surveyed
while from an investor perspective, 71% expect the term structures will remain broadly unchanged. This divergence points to a growing

disconnect between pricing expectations and structural discipline — likely to be a feature of deal making in 2026.

New deals New deals

1 Series C+ (>£30m) average post money valuation. m HSBC Innovation Banking




A market standard term sheet:
What did a “typical” VC term sheet by stage look like in 2025 vs 2024? Selected key term changes highlighted: 2025 vs 2024

i RS '
1

>5% change | 1 <5% change

. 1 1
% Yes, in term sheet H 2025 2024 =R L =270 changs -
Seed Series A Series B Series C+
(<£2m) (£2m-£10m) (£10m-£30m) (>£30m)
f————
I 74% I .o, N o0, I  100%
Preference shares ¥ 67% _| 88% 95% 98%
o e — g86% | I © 1, — 90% ! — 93% |
%o Pref. shares non-participating = _9§%_| 87% e _| s _|
g I  GS° I /6 ____ JGEZ I GOV
E Wevy ojpilon poel s 0% 75% *79%
2 & AH I  30% I  GG6% I /9% . WA
§ Anti-dilution ratchet 36% 60% 76% 90%
w
g I 9% I  3/4% I /2% I 350
Convertibles 299% 31% 37% 37%
. 7% I 4% I 377 I 5%
Secondaries 6% 18% 38% 41%
: . | 1 I G2 I /0° I /0
| Co-investor (syndicate) deals I 2603/01% I i 35“32/‘) : 380//2 38%49/0

Board representation’

5 Founder vesting ___(Sﬁiﬁ;/o_o ) _59602% —LQZE_/GoCVi _: ?__::f‘i@%_ I
§ Founder leaver provision —h_g)g%m% : EE—— 62% _ 3822 ________ :_T _15:/02_5% _:
Drag-along provision _81801/10% | 2252 ﬁ/&iai%_-; | 75%86%
L Investor consent rights —'7;0/:83%' : N —I'"B;/' 8% | N 75
Founder Warranties ﬁff/":: I 420/29% - 293?)/0 — WEEZ}
Company Warranties ﬁzﬁjoﬁ: | 81%89% —I“—_m:gé%_ -; —I“ ES°_/0 7% -;
é Arrangement fees _m% L2V — M;’/é% .Oc;i% 822
(]
E Monitoring fees _14%21% E— 117;/3/0 -25;):/0 822
2 ST BN 0 T
o) Exclusivity period _57(2/1% —L_691/o7_80/_0 _: —%_BE%_: | 77??020
Sustainability *_;o/:zg_%'i —2550% I 2% -I__E%_ - ;3; _:
- DEI clause gy 0%, — — Ll L
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1 Board representation excluding observer.




Series B and C+ deal activity rose to 31% of all deals, up from 26% in 2024. Series C+ valuations
increased significantly in 2025, while participating preferences became less common as the flight
to quality and heightened competition pushed investors to offer more founder-friendly terms

Term sheet volume by investment stage % Comparison of select valuation and terms in 2025 vs 2024
Seed (<£2m Series A (E2m-£10m
mSeed (<£2m)  mSeries A (E2m-£10m) M Series B (£10m-£30m)  ® Series C (>£30m) ( ) = 2024 m 2025 ( ) w2024 w2025
Implications for founders Implications for founders
T T k
1 1
R i I ~.
0,
Series B I . 1 8% 17.9 171 12% 9% 10% 11%
activity : 7% 1 6%
rebound 39 42 I :
|| . 1 1
Valuations' : Participating : Preference Valuations' Participating Preference
(Em) 1 Preference Dividend (Em) Preference Dividend
1 share 1 share
_______ J
Series B (E10m-£30m) = 2024 ®m 2025 Series C+ (>£30m) = 2024 m 2025
Implications for founders | Implications for founders /
1 management : 399 20
| (o
¢.2.0x I 7 : .
increase 20% 21% ! /25;4 \ |
since 56.9 58.2 17% I 16% '
2021 . ’ !
10% 1 I
I 6% !
1 |
1 |
2021 2022 2023 2024 2025 I |
For consistency in our data analysis, we group financings by investment deal size. However, in the UK Valuations' Participating Preference . Valuations' Participating 1 Preference
market we e seeing very large “breakout” rounds in Al / DeepTech businesses that are, in practice, (Em) Preference Dividend 1 (Em) Preference : Dividend
"super-sized" Series A rounds (for example, Isomorphic Labs completed a £450m Series A — the UK's largest share R share_ |
Series A deal in 2025). In these cases, founders typically have greater negotiating power over terms.

"The shift toward Series B and C+ reflects a broader market dynamic where "The Series B re-bound has been palpable. Three things converged in

Paul Lehair capital is concentrating in proven winners: deal counts are falling while valuations Philip Edmondson-Jones | 2025 to drive this: a maturing post-2021 Series A cohort reaching
Partner, rise, investors are writing fewer but larger cheques, and the bar for early-stage Partner, scale; Al-native companies graduating to early-growth stage faster
AlbionVC funding is high. This flight to quality and the competition for it is pushing terms in / Oxx than previous generations; and companies who raised 2023-2024

bridge rounds reaching the right metrics to come out to market."

m HSBC Innovation Banking

founders' favour."

1 UK VC Median post-money valuation {across all sectors) fm as of Pitchbook, March 2026.



UK post-Series A funding: the market has shifted from European to US HQ'd growth investors fuelled
by relative valuation compression and FX movements that made UK opportunities more attractive than
US peers, alongside a strong appetite for leading UK innovation

Term sheet volumes - lead investor HQ location

B UK M Europe H US B Other?

403" 532" 6431

Gajan Rajanathan
Partner,
Highland Europe

The UK scale-up-gap

2023 2024 2025

"The increase in growth stage activity
reflects two converging forces: Al-native
companies compressing financing
timelines, and a dumbbell effect where
established investors are concentrating
capital into a scarce pool of proven
breakout companies, pushing valuations
higher in the process."

European & US investors dominate UK Series C+ deals indicative of the
“scale-up” gap in the UK venture ecosystem. The UK VC ecosystem is
well-capitalised at Seed and Series A but there is less domestic capital
available for £30m+ cheques, with many UK funds capping out at Series
B, leaving a funding gap for later stage companies seeking to scale.

Seed stage (<£2m) lead
investor HQ location

2023: 115 2024: 167  2025: 180
2023
70% eoy. 72%
0% 63% W 2024
W 2025
21%18%18% —_—— - —
| o7 |
157 7%1 69
3% | 4% 3%
'I_'.' | .
UK Europe us Other?
Series B (E10m-£30m) stage
lead investor HQ location
2023: 80 2024: 84 2025: 121
2023
41% o= = W 2024
o 37% ol
36% 35%: 36%, W 2025
129% :
26% |
23% 1 !
19% ;
9%
Europe Other?

Note: The term "lead investor HQ location" refers to the location of the parent company's headquarters, rather than the location of its investment office/branch.
1 UK headquartered companies only, in 2025 represented 90% of VC term sheet survey responses (643 out of 711 term sheets).

2 "Other" refers to investors in the Middle East, Africa and Asia.

Series A (E2m-£10m) lead
investor HQ location

2023: 179 2024: 230  2025: 269
59% 5%
26% 26% o0, ——— -
18%
12% ﬂ 2%
m
UK Europe Other?

Series C+ (>£30m) lead
investor HQ location

2023: 29

49%

2024: 51 2025: 63

,43%

27%

I
I

I

I

24% !

20% mm 21%

7%

UK Europe Other®

m HSBC Innovation Banking



Foreign capital drives UK VC capital flows: ¢.70% 