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Defining the market standard for VC term sheets, based on a comprehensive data-set of anonymised term sheets

Foreword

We are delighted to present the third edition of our annual Term Sheet Guide.
Building on the success of previous years, this edition is our biggest yet and
provides deeper insights into the evolving landscape of Venture Capital (VC)
term sheets, equipping founders and investors with fresh data, key trends, and
commercial perspectives on market norms and negotiation strategies.

The 2024 data in this guide shows increasing structure in later-stage
rounds, often translating into more investor-friendly terms. Seed and Series A
remains robust, while Al is still leading the agenda. Encouragingly, the UK's
world-class Life Sciences sector' continues to attract significant global
investment, reaffirming its position as a magnet for capital.

Demystifying VC Term Sheets

While term sheets are often described as ‘market standard,’ the reality is that
their terms can vary significantly depending on market conditions, industry
trends, startup stage, and investor preferences. These documents—setting
out the key terms of a proposed investment—are typically loaded with legal
jargon, making them complex and, at times, opaque for founders.

To increase transparency and define what is truly ‘standard’ in today's market,
we have analysed 588 anonymised, final and completed, signed term
sheets —agreements that formed the basis of binding investment agreements
(not simply template or pre-negotiated term sheets). This represents a record
38% increase in participation compared to last year, including 532 term
sheets to UK HQ companies. Notably, this UK dataset represents approximately
one-third of all equity term sheets for investments over £0.5m in 20247,
making this guide an authoritative insights into what is truly ‘'market standard’
for venture deals today.

Our research was conducted in-house through a survey of leading UK and
international law firms specialising in venture deals, in collaboration with
industry stakeholders including the British Private Equity & Venture Capital
Association (BVCA), which recently launched revised model form
documentation. Each law firm submitted anonymised data from completed
deals. Covering investment rounds from Seed to Series C+, the analysis tracks
year-over-year and quarter-over-quarter shifts in key terms, offering a
granular, up-to-date snapshot of market norms and on how the venture
landscape continues to evolve.

1 Pitchbook as of March 2025.

Empowering Founders with Data

This guide serves as a 1 stop-shop’ practical resource for founders,
investors, and the broader VC ecosystem by providing:

 An independent view of what is considered 'market standard' for term
sheets at different funding stages and across various investor types;

9 A detailed analysis of how evolving market conditions have shaped
term sheet provisions, backed by robust data and insights; and

9 A commercial perspective on key negotiation points, along with
actionable tips for founders navigating investment discussions.

Beyond equity term sheets, the Guide also includes an overview of
venture debt terms, reflecting the increasing role of non-dilutive funding
as founders seek ways to extend runway while preserving equity.

This year's edition also includes findings from a separate HSBC
Innovation Banking investor market sentiment and term sheet pulse
survey, providing insights into potential developments in 2025.

A Practical Guide for the Ecosystem
The guide is structured in two parts:

1. An executive summary, distilling key insights and takeaways from our
survey; and

2. A comprehensive “how-to"” guide, offering detailed explanations of
key term sheet clauses and negotiation strategies.

This guide is part of our broader commitment to supporting founders
through our Founder Success programme, which includes actionable
content, events, and hands-on guidance. Think of us as your trusted
partner— backed by the strength and global reach of HSBC's platform.

We hope this guide helps founders and early-stage businesses navigate
term sheets with confidence. We welcome your feedback and look forward
to engaging with you on our upcoming initiatives.

Glen Waters

Head of Early Stage Tech & Life Sciences

glen.waters@hsbc.com
Mob: +44 (0) 7950 324018
London

LinkedIn

Christopher Cipirski
Senior Vice President
christopher.cipirski@hsbc.com

Emily Wood

Early Stage Banking
Senior Vice President
emily.wood@hsbc.com
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Comments from the innovation community (1 of 2)

Antoine Moyroud
Partner,
Lightspeed

“Understanding term sheets and their
associated legal wording is one of the
most underappreciated skills. This is
especially true from early stage founders
across Europe where, even for operators
who have had experience in venture-
backed businesses, the understanding of
these terms are still limited. HSBC
Innovation Banking has done a great job of
articulating the different parts of the term
sheet puzzle with this guide and it will
hopefully serve as an additional valuable
resource for founders when discussing
financing events with investors.”

> Chris Smith

22y | Managing Partner,
Playfair Capital

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."

Chris Tottman

Partner, Notion Capital & f)
y

Founder, Included VC

Carolyn Dawson OBE
CEO,
Founders Forum Group

"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."

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.”

Dan Bowyer
Partner,
SuperSeed

"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."

“This is an incredible piece of research by Glen and
the team from HSBC Innovation Banking. The vast
majority of Founders are first timers and perhaps
have never signed a TS before. Having HSBC
Innovation Banking's research and the right support
to hand is incredibly valuable as they land and
negotiate offers.”

“Much changed in the last melt down. We saw economics &
control swing significantly with not so founder friendly terms
becoming more popular as investors slowed pace and backed
away from risk. Some of that inertia is yet to wash through,
however, now we have Al, a focus on self-reliance, plus a
renewed spring in the investors’ step - with more cash than
ever before that needs somewhere to go. This guide from
HSBC Innovation Banking is incredibly valuable to feel the
market pulse and for founders to spot future trends and flow
of capital. Insight into a side of the business that founders
rarely get to see. And to be frank they're all that matter really.
They're the ones building the future."

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!”

~=\\ Gerard Grech CBE

Managing Director, Founders
at the University of Cambridge
& Founder, Tech Nation

AN

“This data-driven guide from HSBC Innovation
Banking makes essential reading given latest
macroeconomic indicators. Among many points,
it highlights Al and science's growing role in the
UK's innovation economy, providing founders,
investors, and policymakers with critical insights
to harness this momentum. As Al investment
accelerates, understanding these trends will be
key to shaping strategies that drive
competitiveness, and long-term economic
growth across the UK, especially in Al clusters
like London and Cambridge."

m HSBC Innovation Banking



Comments from the innovation community (2 of 2)

Michael Moore
Chief Executive,
BVCA

“Having a set of standard, industry
recognised, model documents so widely
available allows start-up founders to save
both time and capital. You can see this
play out in the decline in use of founder
warranties since their removal from the
BVCA's model documents in 2023. We
will continue to work with the industry to
develop the documents and provide them
at no cost, so founders and investors focus
on what they do best.”

Rubén Dominguez Ibar
VC Investor,

' Itnig

Pam Garside,
Chair,
Cambridge Angels

"This data-led guide provides valuable
insights for our angel community. We are
always looking for information on valuation
and sector trends and it has proven to be a
great help.”

Tom Wehmeier
Partner,
Atomico

Reece Chowdhry
Founding Partner,
Concept Ventures

“As a founder embarking on a 10-year
journey with a venture capitalist,
understanding the terms you're signing
onto and the market standard is crucial.
This guide shines a much-needed spotlight
on the often hazy realm of VC terms.

Had | possessed this invaluable resource
when | was sitting on the other side of the
table, | would have been better equipped
to navigate the complexities of the

VC world.”

Rhian Saleh
General Counsel and
General Partner,
Phoenix Court

"Access to this detailed, data-driven guide
will help the VC ecosystem to make
informed decisions. Visibility on market
norms empowers founders to negotiate
confidently and secure capital on terms
that are aligned with the company's long-
term objectives, whilst encouraging
investors to promote consistent, equitable
terms; this reduces friction in negotiations
and supports more collaborative
partnerships. We believe a pragmatic
approach to term sheets, balancing
parties’ economic and decision-making
interests, creates the foundation for
durable, high-impact companies."

Triin Linamagi
Founding Partner,
Sie Ventures

ii'\ Roderick Beer

Managing Director,
V UKBAA

“At the UKBAA, we're excited about the
positive impacts of the HSBC Innovation
Banking VC Term Sheet Guide 2025. This guide
is packed with insights that help Angel
Investors make smart decisions and understand
VC term sheets better. Understanding typical
investment sizes and ownership % helps Angel
Investors get a clear picture of what to expect
in terms of dilution and stakes at later funding
rounds, emphasising the importance of pre-
money valuation and looking at the full
capitalisation table, including options, warrants,
and convertible instruments. | am pleased to
see the guide indicating a robust, buoyant
venture industry for the year ahead."

Vanessa Vasquez
Head of Legal,
Seedcamp

“VCs know term sheets inside out. Founders? Not
so much. That's why they often negotiate at a
disadvantage. HSBC Innovation Banking analysed
588 term sheets from 27 law firms, exposing how
deals really get done. For the 400,000 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
2025."

“These findings underscore the continued strength
of our ecosystem at the early stage, and the first few
months of 2025 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."

"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.”

“Participating in more than 50 investments annually, we
witness the emergence of our own micro-economy within
the European startup landscape. Through meticulous
analysis of our data, we ensure equitable terms for both
founders and investors. This guide offers an extensive and
transparent dataset, empowering us and our founders
when raising their early investment rounds. It serves as a
valuable tool for benchmarking within the ever-changing
early-stage market."

m HSBC Innovation Banking



HSBC Innovation Banking: we are at the heart of the innovation economy and are your trusted

strategic partner

“We offer more than commercial banking services. We have the expertise, agility and connections that high-growth innovation,
private equity, and venture capital businesses need to accelerate their growth. Our purpose is to support founders, firms and
funds as they evolve by focusing on three key areas that empower them with everything, they need to reshape our world.

The team at HSBC Innovation Banking and | are excited about the prospects for UK innovation in 2025 and beyond, and we
look forward to working with ecosystem partners across the country to help realise the UK& incredible potential. Our flagship
term sheet guide has become a must read for founders, investors, lawyers and operators across the ecosystem and we're
proud of how this helps educates and impacts future conversations around deals."

Simon Bumfrey, CEO, HSBC Innovation Banking UK

We work with the most innovative, equity-funded businesses and their investors across all life stages, within the technology, life sciences and health care sectors

O ~r 1\ -
ON\O _ 2
Specialist Bespoke Connecting the
people solutions Innovation economy
A Dedicated Relationship Manager A Banking that scales with you A Investing in inclusive innovation
A Deep sector and life-stage expertise A Solutions designed specifically for innovation A Making meaningful connections
A Long-standing relationships A Gateway into the broader strength, stability and international A Delivering real thought leadership
reach of the HSBC platform i
A Hosting ecosystem events
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HSBC Innovation Banking VC term sheet guide contents

> Section 1: Foreword
> Section 2: Executive Summary

> Section 3: 2025 Outlook and Investor Survey

> Section 4: Detailed Guide — Term Sheet analysis

A OQverview of Term Sheets and Survey

A Economics of VC Term Sheets

A Control Terms

A Other Terms
> Section 5: Venture Debt
> Section 6: HSBC Innovation Banking Biographies
> Section 7: Survey Participants Biographies
> Section 8: Glossary

> Section 9: BVCA Summary of Model Document

m HSBC Innovation Banking

25

29

30




-xXecutive Ssummary

Section 2




Our iIndependent Term Sheet Guide is based on a comprehensive data set derived from venture deals,

representing 33% the UK VC market by deal volume and 40% 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 38% in 2024 investment ecosystem

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

20241

Total UK market

63

W Seed (<£2m)
185

B Series A (£2m-10m)

_ 1 15%
B Series B (E10m-30m)

40% of UK deal value
£16.1bn

W Series C+ (>£30m)

588
426
245 249
0 Note: For the purposes of this guide, investment sizes have been
o of UK deal purp guide,
33 / U e labelled as: Seed (up to £2m), Series A (£2.01m-£10m), Series
volume 1,615 . B (£10.01m-£30m) and Series C+ (£30m+).
For simplicity of this guide, these investment sizes may not always
reflect the stage of maturity of the term sheet issued (e.g. Verdiva-
Bio completed a Series A round of £327m - the largest
Series A deal in 2024).

2021 2022 2023 2024

1 Calculated as % of term sheets for UK-headquartered companies (532 out of 588 by volume and £6.4bn out of £7.6bn value total term sheets) compared against the UK Venture Capital market a} HSBC Innovation Bankin 9
(completed VC deals >£0.5m in 2024) of 1,615 transactions and £16.1bn of deal value, source Pitchbook as of March 2024. 9



Founders and investors adapting to new term sheet structure dynamics

Term sheet survey findings and recap of 2024

202 A After a turbulent 2022-2023, VC funding into UK companies stabilised in 2024; UK companies raised approximately £16bn! from VC deals, broadly in-line with 2023. 2024 began
4 UK VC strongly, with UK VC funding in H1 2024 up 18% compared to H1 2023", driven by megarounds such as Wayve's £820m Series C' and Monzo's £500m Series I'. Activity slowed in H2
market activity in 2024 influenced by geopolitical tensions and election cycles in both the UK and US.

context A Encouragingly, UK VC firms saw a significant uptick in fundraising, with General Partner commitments rising 59% compared to 2023'. Notable raises included over £1bn each by

Atomico and Balderton Capital — a positive signal of confidence in the long-term potential of the UK Tech and Life Sciences scene.

A Public markets & M&A exists remained muted, limiting return distributions to investors. However, we observed selective private M&A picking up towards the end of 2024 and
looking ahead, sentiment for M&A and IPO activity is growing more optimistic.

2024 t heet A Our analysis of the term sheet data reveals a notable increase in the volume of later-stage VC deals exceeding £30m (classified in our guide as Series C+), increasing from 7% in
erm shee 2023 to 11% of surveyed term sheets in 2024. As deal volumes at Series C+ has grown, terms have become more structured and investor friendly. For example, participating
dynamics preference shares were included in 15% of deals, more than doubling from 7% in 2023. At the same time, average valuations have come down - reflecting a recalibration in growth stage
investing.

A The UK VC ecosystem continues to evolve, and founders and investors have adapted creatively to tighter capital conditions. Many companies deferred raises in 2022-2023 and/or did
internal rounds, are now returning to market under pressure to close rounds. While Limited Partners increasingly demand improved returns, leading VCs to implement enhanced
downside protections, in growth-stage deals to safeguard against risks and ensure more favourable exit multiples.

A Seed and Series A funding stages continue to demonstrate resilience, with many early-stage VC firms doubling down at the early stage, where risk adjusted returns are more
favourable. The UK saw a boom in specialist pre-Seed and Seed funds in 2022 before the market slowdown hit. These funds have continued to deploy capital, even as later stage firms
were pulling back.

A US HQ investors have also become increasingly active in UK early-stage startups, while large European funds such as EQT Ventures, Forbion, Cherry Ventures and Lakestar are
also deploying capital into the UK later stage growth companies, reflecting confidence in the UK ecosystem’s depth and maturity.

A Upon reviewing the quarterly survey data, no significant trends were identified.

A In 2024, Al? and Life Science & BioTech have nearly doubled their share of surveyed term sheets to 26%, up from 15% in 2023:
2024 term sheet Y y 6, Up o

o Al's prominence is underscored by term sheets in this sector rising to 14% of total volume from 9% in 2023, with investment value increasing from 9% to 20%;
sector trends

o Will there be a VC hangover in Al? Currently a competitive hot sector and therefore investors are issuing more founder friendly terms, e.g. non-participating seen in 95% of
Al term sheets. There are also significantly higher founder vesting and leaver provisions in Al term sheets which reflect the earlier stage of maturity of these companies; and

o Life Sciences & BioTech have also seen significant growth, doubling to 12% of term sheets from 6% in 2023, alongside a notable rise in board representation (as
academic founders are supplemented by experienced business advisers), while higher participating preference shares were seen in this sector driven by sector’s capital
intensity, higher risk and longer exit horizons.

A FinTech rebounded to 12% of term sheets from 10% in 2023, with recent UK interest rates cuts improving investor sentiment and confidence in the sector, alongside more realistic
valuation expectations.

202 I k A Entering 2025, we believe we are witnessing the start of a renewed VC and PE investment cycle that we expect to gain momentum through the year based on i) a more stable
5 outloo operating environment for companies (notwithstanding the recent market volatility, including tariff concerns); ii) strong thematic drivers such as Al, ClimateTech and Life Sciences; iii)
healthy investor activity at early- and growth- stage, including from overseas capital; iv) higher levels of exists and capital distributions,

A The positive outlook for 2025 is reinforced by our investor pulse survey of 52 VCs3, which indicates that c65% of investors hold an optimistic perspective on the overall market.
Notably, over 50% of respondents anticipate increasing their investment activity this year, with Al unsurprisingly the sector investors are most bullish on.

1 Pitchbook as of March 2025 and HSBC Innovation Banking and Dealroom UK Innovation 2025 Forward Look Report as of January 2025.
2 Al defined as companies focused exclusively on "pure Al" {tools and technologies that cover two key business models: Generative Al and 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 10

3 HSBC Innovation Banking UK VC Investor Market Pulse survey. 52 leading VC investors in the UK were surveyed between the period 4 March and 14 March 2025 (further insights can be found in this guide).



Term sheet survey in numbers: 5 key take-aways

° Seed surging - competitive, founder-friendly deals: Seed investment has surged to
32% of term sheets, up from 14% in 2021, as sophisticated and international investors
increasingly engage at earlier stages. This trend is driving a competitive market
characterised by less structure and more founder-friendly terms.

32%

29%

24%

14%

9 Investor risk appetite rising at later stage — but at a cost of more structure and
lower valuations: Investment tickets sizes £30m+ (Series C+) rose to 11% of term sheets,

up from 7% in 2023 — evidence of increasing investor appetite for later-stage risk. However,

these deals are being executed on average at lower valuations and on more structured,
investor friendly terms, with strengthened downside protections and down-round
safeguards.

11%

7%

11%

10%

e Cross-border capital drives growth stage deals; UK investors drive Seed and
Series A deal: ¢.80% of late stage (Series C+, £30m) deals into UK HQ companies were
led by cross-border investors, compared to 51% in 2023. This increase was driven by
European investors. Note, 70% of Seed investments and 59% of Series A were led by UK-
based investors, highlighting the split dynamic (also known as the "scale-up-gap") between
domestic support at the early stage and international capital driving growth rounds.

80%

51%

Not
surveyed

Not
surveyed

e Elevated investor industry concentration — Al', Life Sciences and FinTech lead:
Investor focus has intensified around Al, Life Sciences & BioTech and FinTech sectors,
which represented 38% of surveyed term sheets in 2024, up from 25% in 2023. This
reflects increased concentration of capital into sectors with strong macro-economic
tailwinds, sectors where the UK excels and the potential for outsized returns.

38%

25%

30%

22%

e Less syndication, bigger cheques: Deal syndication decreased to 33% from 42% in
2023. This trend reflects heightened competition for high-quality deals and deployment
pressure, with VCs increasingly writing larger cheques independently to secure allocations
and put capital to work.

33%

42%

35%

49%

1 Al defined as companies focused exclusively on "pure Al" (tools and technologies that cover two key business models: Generative Al and 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
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A market standard term sheet:

What did a “typical” VC term sheet by stage look like in 2024 vs 2023?

% Yes, in term sheet B 2023 W 2024

Seed Series A Series B
(<f£2m) (£2m-10m) (£10m-30m)

Series C+
>£30m)

Preference shares
% Pref. shares non-participating
New option pool

Anti-dilution ratchet

Economic

Convertibles
Secondaries
L Co-investor (syndicate) deals

Board representation’

Founder vesting

Founder leaver provision

Control

Drag-along provision
Investor consent rights

Founder Warranties

Company Warranties

Arrangement fees 13%

14%
15%

19%

X
B

>
3
>

Monitoring fees 7%

67% 70% 70%
- 27% - 33%
23% 23%

11% 12% 8%
1% W 10%

Other Terms

|.

Exclusivity period
21%
17%

1%
9%

Sustainability

I DEl clause

1 Board representation excluding observer. q} HSBC Innovation Banking 12



Seed and Series A deals remained stable in 2024 at ¢.75% of term sheets issued, with a notable increase in

the volume of Series C+ (>£30m) deals from 7% to 11%. Albeit these Series C+ deals were at lower
valuations with higher levels of participating pref. share structures (i.e. investor-friendly terms)

Term sheets by investment stage %
Investor risk appetite is on the rise, reflected in an increase in later-stage deals; however, these
transactions are occurring at lower valuations and with more structured and aggressive terms

el (2] W Series A {£2m-10m) M Series B (£10m-30m) W Series C (>£30m) Comparison of select Series C+ valuation and terms in 2024 vs 2023: Implications for
m 2023 ®m 2024 founders /
——————————————— management
1211.0 : i }
! 192.9 | a2 46% 43% A }n.credalsedt mvtestor-
9 riendly structure
~50% : L 15% : 20% " 27% 30% 130/35% y
contraction : 7% I .j I A Strengthened
since 2021 —m B downside and down-
: Valuations' Participating! Preference  Tranched ~ Founder Founder round protection
1 (Em) Preference | Dividend  Investment Vesting Leaving
! share 1 Provision

Seed investment has risen significantly to 32% of term sheets, up from 14% in 2021, as
sophisticated and international investors increasingly engage at earlier stages

Comparison of select Seed valuation and terms in 2024 vs 2023:
2023 ® 2024 Implications for

2.0x | 75% founders
increase a1 64%  59%59 ; o
. 2021 4.0 4. A More sophisticated
since investors engaging

0, .
I I 15%;0, 8%6% 10000/" earlier
B - ] -j A Competitive market -

2021 2022 2023 2024 Valuations' Participating Preference  Tranched  Founder Founder less structure and
(Em) Preference  Dividend Investment  Vesting Leaving more founder friendly
share Provision terms

Reece_Chowdhry "The Seed stage continues to be an increasingly attractive place for multi-stage funds to invest. The risk-reward ratio and price of investing at the Series A stage compared to the Seed stage
Founding Partner, encourage these multi-stage funds to enter early. Particularly, US funds have been aggressively entering the Seed stage in Europe and this has continued in 2024. | have personally witnessed
Concept Ventures the growing difficulty for local European funds to compete at the Seed stage. | refer to this phenomenon as the "crowded middle."

1 UK VC Median post-money valuation {across all sectors) fm as of Pitchbook, March 2025. ‘X’ HSBC Innovation Banking L=



UK Seed benefiting from US HQ'd investors, while European investors increasingly dominate later-stage

rounds (Series B and C+). This shift at the later-stage is driven by the expansion of growth capital funds,
which enable participation in later-stage rounds and reflect a strong appetite for UK innovation champions

Term sheet - lead investor HQ location Seed stage (<£2m) lead Series A (E2m-£10m) lead
investor HQ location investor HQ location
B UK B Europe HUS W Other 2023: 116 2024: 167 2023:179  2024: 230
R— W 2023
W 2024
403! 5321 59%58%

26% 26%
21%

18%

12%12%

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.

us Other?

3% 6% 49 3% 4%
UK Europe | US | Other’ UK Europe us Other?
Series B (E10m-£30m) stage Series C+ (>£30m) lead
lead investor HQ location investor HQ location
2023: 80 2024: 84 2023: 29 2024: 51
49% et
W 2023 ] o
41% W 2024 1 43%,
|
36% 35% : I
D [P ' '
I 26%) ’ : L 27%
1 23%
119% 1 20% :21% :
1
The UK scale-up-gap | 1 1
European & US investors dominate UK Series C+ deals indicative of the “scale-up” gap in | 9% 1 1 10%
the UK venture ecosystem. The UK VC ecosystem is well-capitalised at Seed and Series A | . 1 : 7%
1
|
| |
! 1
|
1

|
|
|
|
1 5%
|
1
|
|

2023 2024 UK : Europe us Other? UK : Europe

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 2024 represented 90% of VC term sheet survey responses (532 out of 588 term sheets). a} HSBC Innovation Banking 14
2 "Other" refers to investors in the Middle East, Africa and Asia.



Al, FinTech and Life Sciences & BioTech increased to ¢.40% of term sheets surveyed in 2024, while

CleanTech and Energy and Cyber saw a modest decline

Top 10 sectors by # term sheets and YoY % change Top 10 sectors 2024 - 2022
2024 vs
Size of bubble represents % size of total Sorted by 2024 % number of term sheets 2023 p;),t%
2022 % 2023 % 2024 % change
AL % 9%  14%  +5% |
100 : | Life Sciences & BioTech 10% 6% 12% +6% |
I [ |
1 | FinTech 16% 10% 12% +2% |
T N N O (1 S & SO 1 P L R 1, C I —. -
: HealthTech 12% 12% 10% (2%)
1
80
: Life Sciences CleanTech & Energy 6% 10% 8% (2%)
1 & BioTech
@ : Software - Enterprise 9% 8% 7% (1%)
(] 1
L= . ! Retail & Consumer 6% 6% 7% +1%
£ CleanTech & 0
= DR ! Data analytics 5% 4% 5% +1%
= 1
:: : Retail & Consumer FoodTech 0% 3% 2% (1%)
40 Software | Cyber 4% 4% 2% (2%)
(Enterprise) 1
: i Top 10 % Total
0 Data Analytics
FoodTech ! Other! % Total
20 '
Cyber.‘ 1
1
: _m
0 ! " . iti
“No surprise Al is big on the agenda, i oty SE Sl oo Qf
8% 6% 4% 2% 0% 2% 4% 6% 8% but what is great to is that we're Europegn MR ORI
Dan Bowyer 4 leading at Life Sciences and Dan Chaplin our societies and working lives
% change vs 2023 Partner, BioTech here in Europs. | hope we Partner, continues with a surge in term sheets
Al sector definition SuperSeed 650 more in and absolutely own it. Dawn Capital focﬁse? on tr{ani‘frm;tt\l/fe Sei
Al defined as companies focused exclusively on "pure Al" (tools and technologies that cover two key business It's an extremely exciting time to be technologies in Al and Life sciences,
models: Generative Al and Large Language Models (LLMs). Enabling Al has been classified in the sector it and the ongoing reshaping of

: mra : ! in startup, in the UK.” . ; . h
relates to (e.g. Enterprise Software or CleanTech). Survey sector classification defined as the primary end Financial Services.

market or consumer.

1 "Other” refers to industry sectors that fall outside the top 10 based on the number of term sheets. This category includes the following sectors, listed in alphabetical order: AdTech (1.2%), AgTech (0.3%},
Blockchain (1.2%), Crypto (0.7%), Digital (1.9%), EdTech {0.5%), Esports/Gaming (1.4%), Government {0.0%), Hardware (1.7%), loT (0.7%), Marketplace {1.2%), Media {2.2%), NanoTech (0.2%), Real mHSBC [Eeaten Bk 15
Estate/PropTech (1.4%), Robotics (0.7%;), Social Impact {1.4%), Software — Non-Enterprise (0.6%), SpaceTech (0.9%;), Telecoms (0.2%), Transportation (2.2%), VR & AR {0.3%) and WearableTech (0.2%). 9



There has been an uptick in Seed and Series A valuations; however, Series C+ valuations experienced a

further decline in 2024

Pitchbook UK VC Median post-money valuation and average investment size (across all sectors) £m

Seed (<£2m investment size)

£3.8m £4.0m

£3.2m

2021 2022 2023
Valuation comparison?
Al2 £3.3m f4.1m £4.0m
All sectors ex. Al2 £3.2m £3.8m £3.9m
Avg. investment size  £0.58m £0.59m £0.63m

Series B (£E20m - 30m investment size)

£55.8m £60.0m £56.8m

£4.1m | +2% | £16.6m £16.0m

2021 2022 2023
Valuation comparison?
Al? £57.8m £66.8m £52.5m
All sectors ex. Al? £55.7m £59.6m £57.3m
Avg. investment size  £17.3m £17.5m £17.2m

Source: Pitchbook as of March 2025.
1 Number of completed investment (deals) where deal size >£0.5m.
2 Median post-money valuations for Al {defined as startups focused exclusively on "pure Al

£16.5m

Series A (£E2m - 10m investment size)

£17.9m L 1210 !

2024 2021 2022 2023 2024
£4.3m £17.4m £18.2m £16.7m £17.0m

£4.0m £16.4m £15.7m £16.5m £18.1Tm

£0.65m £4.3m £4.4m £4.4m £4.6m

Series C (>£30m investment size)
) £261.5m £249. )

£56.3m 1% o £211.0m £192.9m Lo

2024 2021 2022 2023 2024

£62.3m £227.1m £234.1m £255.3m £201.7m

£54.0m £265.4m £249.0m £179.2m £191.2m

£16.9m £91.2m £88.6m £83.0m £93.4m

" sector), alongside a comparative analysis of all other sectors (technology and life sciences) excluding Al.

‘X} HSBC Innovation Banking
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Investors are increasingly allocating larger investment amounts to higher growth sectors characterised by

elevated pre-money valuations

lllustrative - top 15 sectors by pre-money valuation 4
and investment size £m’ K/ “This guide is an invaluable resource for founders, providing . .
- much needed transparency on market standards and bringing ' Rubén Domlnguez Ibar
G L I () Sarah Blagden everything into one place. We used the practical guidance VC Investor, ltnig
; : Professor of rovided in last year's guide on our fundraising journey and it
Highe aluation p Y g g] Y " . . . .
Hilgh grrc:,vvt:\l pétential and strong market Experimental Oncology,  was a very useful reference guide — especially for negotiations. Funny how the media makes it seem like all the big
demand and competitions between investors. University of Oxford & For life science founders, many of whom do not come from a money IS ”j] Al, yetit's hOt Ieadmg in valuations
CEO and Co-Founder, finance background, the clarity provided in the HSBC Innovation (£93m) or investment size (£18.1m). eSports &
£108m Prenostics Banking guide is invaluable.” Gaming (£108m) and FinTech (£101m) are valued

higher, and Life Sciences (£29.8m) gets the biggest

£101m £101m
£93m . . . checks. Some Al startups land massive rounds, but
Life Sciences & BioTech _ o _ ) ) ‘ not all. Investors are selective—hype alone won't
Often stemming from unlyer3|ty spin-outs and capital intensive. While early-stage valuations cut it. If you're in Al, real value matters.”
/ are conservative, Biotech's asymmetric risk/reward profile means valuations can skyrocket
when the science hits milestones, the IP is strong or Big Pharma get interested.
£63m
£53m Lower valuations
£46m Potentially weaker revenue or
£39m £38m traction and/or cyclical sectors.
£30m
30 £29m  fr6m  £25m
I I l l B ]

eSports & FinTech Cyber Al Life HealthTech | Software Retail & CleanTech | Hardware Transport Media FoodTech Data Digital
Gaming Science & (Enterprise) | Consumer & Energy Analytics
BioTech

Average investment size! £m

Gcei@oso00ccccc

Note: Al defined as companies focused exclusively on "pure Al" (tools and technologies that cover two key business models: Generative Al and 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. ‘ : } HSBC Innovation Banking 17
1 Arithmetic mean average is used for pre-money valuations and investment size.



Will there be a VC hangover in Al? Currently, this sector is exceptionally competitive - therefore investors are issuing more

founder friendly terms, non-participating seen in 95% of term sheets. There are also significantly higher founder vesting and
leaver provisions which reflect the earlier stage of maturity of these companies, where vesting is more prevalent

% Yes, in term sheet ] Tech excluding Al sector term Life Sciences & BioTech sector
Al (Pure Al%) sector term sheets sheets term sheets

Preference shares | o::
% Pref. shares non-participating _95%
I, 7o
Anti-dilution ratchet || T s
Convertibles || |G|NGEE 350
Secondaries [ 15%
L Co-investor (syndicate) deals _ 30%

New option pool

Economic

Control

Drag-along provision _ 85%
| Investor consent rights || | | | |k -
Founder Warranties _ 38%
Company Warranties _ 85%
Arrangement fees || GG 17% B 22 B 3%
Monitoring fees - 15% - 13% - 8%
Exclusivity period | 73 I 62° I 75%
Sustainability _ 18% _ 26% _ 40%
I DElclause [l 8% B 2 Bl 0%

Other Terms

1 Al defined as companies focused exclusively on "pure Al" (tools and technologies that cover two key business models: Generative Al and Large Language Models {LLMs). Enabling Al has been classified in the ‘X} HSBC | R 18
sector it relates to (e.g. Enterprise Software or CleanTech). Survey sector classification defined as the primary end market or consumer. QUE G AIKIG



Series A investments are increasing in both valuation and investment size — 12% (31) Series A terms sheets

featured pre-money valuations >£50m vs 8% (15) in 2023

Pre-money valuation indicated
in term sheet by stage (where

Series A investments in >£50m pre-money valuation increase to 31 term sheets surveyed in 2024,
up from 15 in 2023. The investments were relatively evenly distributed across a broad range of

disclosed) industry, with simple non-participating preference shares seen
B Seed (<f2m) B Series A (£2m-10m) The top 15 Series A investments >£50m pre-valuation out of 31 surveyed in 2024 (sorted by pre-money valuation)
" Soios 8 (E10m30m) W SoresC+ -£30m) G et e e L
Term sheet 1 Fintech £800m - £850m CVvC N N/A (Ordinary) N/A
Term sheet 2 Fintech £450m - £600m VC Y N 1x
Term sheet 3 Al £300m - £350m VC Y Y 1x
Term sheet 4  Cleantech & Energy £250m - £300m VCT N N/A (Ordinary) N/A
8% Term sheet 5  Marketplaces £150m - £200m CvC N N/A (Ordinary) N/A
Term sheet 6  Fintech £150m - £200m VC Y N 1x
Term sheet 7 Cleantech & Energy £150m - £200m CvC Y N 1x
Term sheet 8  Fintech £100m - £150m CcvC Y N 1x
Term sheet 9 HealthTech £70m - £80m CvC Y N 1x
Term sheet 10 Retail & Consumer £70m - £80m VC Y N 1x
7@@@ Term sheet 11  loT £70m - £80m Ve v N 2x
Term sheet 12 Fintech £70m - £80m VC Y N 1x
Term sheet 13 Retail & Consumer £70m - £80m VC Y N 1x
Material increase in number and Term sheet 14 Real estate £70m - £80m Ve v N 1x
valuations of Series A in 2024 Term sheet 15 Cyber £70m - £80m VC Y N 1x

% Series A term sheets with
>f50m pre-money valuation

Average Series A >£50m
pre-money valuation

"Participating structures of more than 1x liquidation multiples should only be considered as a last resort option when the company
129 £130m hasn't been able to show strong enough results to catalyse enough “traditional” investor interest. At early stage, it should be a big no-
8% © £95m no as it reflects a misalignment of incentives with investors who are heavily optimizing for downside protection. That being said, any
. funding enabling founders to successfully take their company towards their next milestones and granting them “another shot at goal”
Antoine Moyroud ; . e : i
. Partner should be considered. Founders should clearly understand the implications of these non-market terms as they will heavily affect the
. ' founder’s outcomes in the event of an acquisition or exit.”
Lightspeed
2023 2024 2023 2024

m HSBC Innovation Banking
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e shift In participating preference reflects more aggressive terms at the Series C+ stage. A

duction in co-investments may indicate heightened competition for opportunities and
t pressure, compelling VCs to write larger independent checks to deploy their funds

Investment structure

Preference shares, % Yes

Where liquidation preference, % type
2% 1% 1%
B Participation Cap
B Participating
B Non-Participating

2021 2022 2023 2024

Ashley Abrahams
Head of Origination,
Guinness Ventures

“Valuation and preferred shares are frequently linked and it can be
helpful to think of them as a sliding scale — the higher the initial
valuation vs comparable businesses, the more likely there will be

a preference share proposed and, if valuation is materially above
market comparables, it might be more than 1x. This serves to
continue to align investor and founder interests — investors may take
more certainty of a lower return at the expense of greater share of
the upside. It is important to ensure both founders and investors are
aligned in long term objectives and the structure reflects this —
having too high a valuation or non-standard preference can cause
problems later on for both parties. Usually, a lower valuation and
cleaner structure is better in the long run for all parties, this is where
exit waterfall analysis is helpful.”

For the release of the Term Sheet Guide 2025, Carta
CCII'TG have created a free exit simulator tool for the UK

market — see here (exit waterfall discussed later).

Other economic terms included in term sheet

Last 4 years survey results % Yes

W 2021 W 2022 W 2023 W 2024 O Percentage points (ppt) change between 2023 and 2024

O,

Option Pool / Share Options Anti-dilution

Survey results % Yes

B Yes W No B Yes W No

Convertibles Secondaries

31% 29% @

20%
17%

O,

2023 2024 2023 2024

Convertibles triggered as part of the round (i.e. existing investors
converting alongside new equity investors)

Co-investors (Syndication)

Rodney Appiah

Managing Partner,
Cornerstone VC

“Convertibles remain a useful tool for founders, particularly
in an environment where raising capital at a valuation
acceptable to founders and existing investors is taking
longer. By extending the cash runway without re-visiting
the valuation of the business, founders are afforded more
time to achieve their milestones and maintain trading
momentum."

m HSBC Innovation Banking
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fassets.ctfassets.net%2Fy88td1zx1ufe%2F26bSWqbqXDhrrikToNCmun%2F9ae8c34d88419ac0aa6c8c566512f914%2FCarta_Exit_Simulation_Template_UK__HSBC__.xlsx&wdOrigin=BROWSELINK

Control: Founders should consider the balance of control terms vs economics when negotiating the term

sheet; board representation is typically seen once institutional investors are involved and founders need to

carefully consider board dynamics, investor consents and founder vesting conditions

Control term included in term sheet

Last 4 years survey results % Yes
m 2021 m 2022 m 2023 m 2024
O Percentage points (ppt) change between 2023 and

(1]

2024

87%

Dan Bowyer
Partner,
SuperSeed

“There are only a handful of real gotchas in any
term sheet but in essence the key is to understand
that the energy must be in balance. Many founders
I ' work with at first draft act like it's my way or the
highway until | remind them. Great VCs will protect
not only their interest, but the startup’s and the
team’s into the future, as that's just smart
business."

61%
;

58%

]
]

Helen Murphy
Co-Founder and CEO,

Opply

"Work with investors who want to help you
understand term sheets, if they're unwilling to
help, think about how unhelpful they'll be as
investors too! Never sign if you don't fully get it,
time scales are often there just to add pressure.
And don't scrimp on lawyers, you'll end up
paying for it later."

55% )

Board Representation

92% 92%

83%

B ) )

83%
75%
66%

Founder Vesting

66%

i
I

Founder Leaver Provision

Drag Along

Tag Along

Investors Consents

a’ HSBC Innovation Banking
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Other terms included in term sheet

Founder Warranties

O

Company Warranties

8%

s N

0,
14% 9%

Arrangement Fees

O

11%

(2)

12%

20%

10% 11% 13%

Monitoring Fee

O

m e H B

m HSBC Innovation Banking
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