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Agenda

Time Topic Presenter(s)

8:30-9:00 Registration, breakfast, and networking

9:00-9:15 Welcome Ken Weixel, Deloitte LLP

9:15-9:45 State of the capital markets Anthony Flores, Silicon Valley Bank

9:45-10:15 IPO basics and alternative liquidity strategies Sean Clayton, Cooley LLP

10:15-10:45
M&A: How to optimize value during the 
lifecycle of a LS company 

Camron Uhr, Deloitte Transactions and Business Analytics LLP
Peter Bartholomew, Deloitte Transactions and Business Analytics LLP

10:45-11:00 Break

11:00-11:15 Hong Kong Listing exchange rules Hiral Shah, Deloitte & Touche LLP

11:15-12:00 Panel: Interview with the CFO

Moderator: Bruce Rucks, Deloitte & Touche LLP
Panelists
IPO – Andrew Jackson, Ra Medical 
Reverse merger – Jay File, Evofem 
Other – Jill Broadfoot, Emerald Health Pharmaceuticals 

12:00-1:30 Networking lunch
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US Venture Fundraising Continues to Break Records
US Healthcare Venture Fundraising*, 2009–2018

*SVBcalculatesonlythedollarsallocatedtohealthcarebyventurefundsinvestingprimarily intheUS.  
Source: PitchBookand SVB proprietary data.
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A.US healthcare venture fundraisingraised  
a record $9.6B, continuing a four-year  
upward trend. Capital was dominated by  
largelifesciencefundslikeForesite,Versant,  
SV Health Investors (through its Dementia  
Fund) and Abingworth and joined by new  
fundspinoffslikeWestlakeVillage,Samsara,  
Biomatics and 1315 Capital. In addition,  
generalists like Venrock, Norwest, General  
CatalystandSequoiaCapitalwerejoinedby  
newentrantsLightspeed,8VC,CharlesRiver  
VenturesandFelicisVentures.

B.QuickbiopharmaexitsandhighIPOmark-
upsdroveacceleratedhealthcarefundraising.  
A swell in biopharma dealsand round sizes  
over the last two years highlights the  
continuedappetiteforventurefundinginthe  
sector.
Ahealthy pipelineof exciting private  
companies, excellentbiopharma and device  
exit numbers and high-performing IPOsinthe  
Dx/Toolssectormeancontinuedrobustventure  
fundraisingthrough2019.However,itwillbeat  
apacemorein linewith2016/2017numbersat  
about$8B.

A
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Biopharma

2018 Healthcare Investments Surpass 2017 by >50%

Trends in HealthcareInvestmentsandExits2019

Sectors ($M) US Europe Total US Europe Total

Biopharma $6,426 $2,041 $8,467 $13,468 $2,762 $16,230

MedicalDevice $2,480 $497 $2,977 $3,682 $499 $4,181

Dx/Tools $4,354 $363 $4,717 $4,410 $414 $4,824

Total $13,260 $2,901 $16,161 $21,560 $3,675 $25,235

Financingdataincludesprivatefinancings byventure-backedcompanies inUSandEurope.Datesof financing rounds  
subjecttochangebasedonadd-oninvestments.2018Q4numbersthrough12/15/18.

Medical Device Dx/Tools TotalDeals

2017 2018

6

Biopharma, Device and Dx/Tools Investments and Deals, 2017–2018, US and Europe
Dollars and Deals by Quarter (US and Europe)

Two-yeardatademonstratedrecordventure-backedinvestmentsin2018intheUSandEurope.Biopharmahitfull-year2017numbersbymidyear,leadingthewaywithmultiplelarge  
mezzaninepre-IPOrounds that leveraged robust valuations and availablepublicmarket dollars. Biopharma companies received aboutfour times the investment of the othertwo  
sectors. We observed investmentslowingin Q4 2018. With unsettled stock markets discouraging privatecrossover investment, and potentialintervention from the Committee on  
ForeignInvestmentintheUnitedStates(CFIUS)moderatingChineseinvestment,weanticipateventurefinancingtolessenslightlyin2019.
BasedonavailableVCandcrossoverinvestoractivityinprivatedeals,2019couldshow$16B–$18Bintotalinvestment.Device andDx/toolssectorsareexpectedtoremainstablewith  
biopharmainvestmentdecreasingfrom 2018highstoclosely match2017levels.

Source: PitchBook and SVB proprietarydata.



Indication 2018 Series A$ 2018 Total$ 2018 % SeriesA

Oncology $1,296M $4,873M 27%

Platform $945M $3,571M 26%

Neurology $612M $1,378M 44%

Orphan/Rare Disease $640M $1,645M 39%

Anti-Infective $114M $1,124M 10%

All Biopharma $4,825M $16,230M 30%

EuropeDeals** 2017 2018
Number of Investments 70 42
Total Series A Funding($M) $867 $658
Corporate Investments(%) 29% 19%

18 26 27

19  19 27

13 22 16

7 17 10

Platform

Neurology

Orphan/Rare  
Disease

Anti-Infective
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Biopharma Series A Deals Smash Record
Series A* Biopharma Investments, 2016–2018, US andEurope

Series ADeals

$1,310 $1,077 $1,296

Oncology 44 56 49

$339 $457 $945

$368 $278 $612

$276 $618 $640

$122 $309 $114

A

C 2018 Series A % by Indication, US and Europe

B Series A by Indication – US and Europe
Deal Counts (Dollars $M Invested)

2016 2017 2018

USDeals 2016 2017 2018
Number of Investments 124 135 143
Total Series A Funding($M) $2,612 $2,665 $4,166
Corporate Investments(%) 31% 34% 24%

A. USSeriesAfundingincreased44%withoncologyandplatformmakingupalmosthalf.Europe,however,sawasignificantoveralldecline.
B.Platformandneurosectorsdoubledinvestedcapitalandcompletedmoredeals.Neurohitathree-yearhighindollarsanddealscoveringabroadspectrumofcentralnervous  
system(CNS)disorderswithafocusonpain.Orphan/rarehadfewerSeriesAdealswithinvestmentsbarelyexceeding2017.Thissluggishdealactivitycontrastswiththeindication’s  
historicallysuccessfulIPOpath.
C.Withrespectto2018totalinvestment,newSeriesAdollarsdroppedfrom42%to30%asinvestorsraisedlargemezzanineSeriesBroundsaheadofIPOs.However,autoimmune  
SeriesAinvestmentsincreasedfrom37%to77%in2018,ledbya$280MSeriesAinvestmentinVielaBio.
LargeSeriesAdealamountsin 2018(including26over$50M)suggestpotentialdynamicIPOactivitycontinuingin 2019.

*Series A Investments includes all private, first-round investments from institutional or corporate venture investment, and all first-round  
investmentsequal toorgreaterthan$2M,regardlessof investor.Datesof financing roundssubjectto changebasedonadd-oninvestments.  
2018 financing data through12/15/18.
**SVB’s European data set beginsin 2017. Trends in HealthcareInvestmentsandExits2019
Source: PitchBook and SVB proprietarydata.
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Biopharma Fueled by Venture – Corporates Step Back

*Most Active New Investors calculated as new (first-time) investments into companies in 2017–2018.  
Datesof financing roundssubjecttochangebasedonadd-oninvestments.2018financing data through

Most Active New Investors* in Biopharma, 2017–2018

NUMBER OFDEALS

Corporate Investor

Corporatebiopharmaparticipationinventure-
backeddealsdeclinedin2018duetoincreased  
competitionforSeriesAandSeriesBdeals.
Multipleventurefirmsareco-leadinglargeSeriesA  
deals,andcorporatesfoundfeweropportunitiesto  
join.CrossoverssqueezedoutcorporatesinSeries  
Bdeals,astheyaimtodominatemezzaninerounds  
with big checks, large valuation step-ups and  
strategicIPOsupport.

Top 15 Crossover Investors focused on later-stage  
deals.Firmswith3+ later-stagedealsbyindication  
included RA Capital (orphan/rare, oncology and  
neurology), Deerfield (oncology, neurology and  
platform), Perceptive Advisors (orphan/rare,  
oncology), Rock Springs (orphan/rare), Redmile  
Group(oncology),andEcoR1Capital(oncology).

Six of the top 20 most active firms had 9+ new  
Series A deals: Firms with 3+ deals by indication  
include OrbiMed (oncology, orphan/rare), Novo  
Holdings (oncology, orphan/rare), ARCH Venture  
Partners(platform,neurology),Johnson&Johnson  
Innovation (neurology, oncology and platform),  
NEA (orphan/rare), Abbvie (oncology, neurology)  
and Novartis(orphan/rare).

812/15/18.Alexandriainvestments typically average$2Mperdeal,AREE,Inc.Earnings9/30/18.  
Source: PitchBookand SVB proprietary data.

Trends in HealthcareInvestmentsandExits2019
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Large Mezzanine Investments Break Records
Biopharma Deals by Indication, 2017–2018, US andEurope

Platform companies have technologies with multiple or non-specified indications. Early Stage defined as Series A & B;  
LateStagedefinedasSeriesCandlater. Dates of financing roundssubjecttochangebasedonadd-oninvestments.  
Financing dataincludesprivatefinancings byventure-backed companies intheUSandEurope.2018financing data

NUMBER OF DEALS | $MILLIONS
2017 2018

Oncology

$16,230
$8,467

$3,571
$1,045

51 $1,378
$503

Orphan/ 37 $1,178
RareDisease 34 $1,645

Anti-Infective 28 $641
33 $1,124

$2,812
117$4,873

Biopharmainvestmentin2018almostdoubledtojustover$16B,with51dealsof$80Mormore,triplethatof2017.Oncologyhad16ofthe$80M+deals,allbutone  
wereSeriesB+,withamedianpost-moneyvaluationof$280M.Orphan/Rarehadreduceddealsbutcontinuedtoreceivecrossoverinvestment.Top15Crossovers  
funded11ofthe18dealswithamedianpost-moneyvaluationof$180M.WeanticipatecontinuedIPOactivityinthesesectors.
As CFIUS maylimitthe flowofChineseinvestment into the US, investment couldslow.Chineseinvestors wereasignificantpartoftheecosystem,asthey participated directly  
insyndicatesthat investedover$4.5Bin theUSin 2018,up50% from2017. Europeandealactivitycouldpickupas Chineseinvestorsmayfocusinvestment outsidetheUS.

2018 Deals over$200M

2018 Deals$125M–$200M

2018 Deals$100M–$125M

2018 Deals$80M–$100M

through12/15/18.
Source:PitchBookandSVBproprietarydata.



Platform and Oncology Sectors Drive Highest Value

This list is composed of the  
highest-valuedprivatecompanies  
over the last twoyears, all with  
post-money valuationsof $400M  
ormore*.

While Series A valuations  
remained stable in 2018, later-
stage deals saw increases in  
mediandealsize($30Mto$40M)  
andvaluation($88Mto$126M).

These deals yielded lotsof big  
step-ups.2018saw56financings  
withpost-moneyvaluesover
$150M,doubling2017’snumbers.

Of the three privatecompanies  
reachingvaluationsover$1B,only  
Moderna went public. Rani  
Therapeutics became a unicorn  
with only $123M in totalequity  
whileIntarciaraisedasubstantial
$615Mroundatavaluationof
$4B+.

Six of 19 companieslisted here  
went public. Five have a current  
market cap of $1B+**, including  
Armo,whichwentpublicandwas  
subsequentlyacquiredfor$1.6B.

Green text: Company subsequently wentpublic

*Onlyincludespost-moneyvaluesreportedbyPitchBook.Dates of financing roundssubjecttochange

Highest-Valued Private Biotech Companies, 2017–2018
PlatformCompanies

5/4/18
$125M round
$7,125Mpost

3/1/18
$100M round
$950M post

1/24/17
$35Mround
$670M post

7/20/18
$230M round
$650M post

Oncology Orphan/Rare

8/23/18
$150M round
$700M post

4/19/18
$411M round
$690M post

11/13/17
$107M round
$440M post

8/13/18
$144M round
$730M post

9/28/18
$80M round
$415M post

11/29/17
$77M round
$400M post

2/16/17
$44M round
$425M post

12/15/17
$100M round
$500M post

6/25/18
$100M round
$575M post

2/15/18
$250M round
$480M post

3/23/18
$80M round
$400M post

3/5/18
$100M round
$400M post

9/12/17
$53M round

$1,000M post

DrugDelivery

8/3/17
$615M round
$4,110M post

Metabolic

7/25/18
$133M round
$913M post

Neurology

10basedonadd-oninvestments.**2018financing and marketcapdatathrough12/15/18.  
Source: PitchBookand SVB proprietary data.

Trends in HealthcareInvestmentsandExits2019



Massachusetts and California Continue to Lead
Biopharma Investments by Geography, 2018, US andEurope

26 deals$947M
10 Series A$138M

Switzerland
7 deals $183M
2 Series A$25M

France
14 deals$306M
8 Series A$133M

NorthernCA

Financing dataincludesprivatefinancings byventure-backed companies intheUSandEurope.  
Source: PitchBookand SVB proprietary data. 11Trends in HealthcareInvestmentsandExits2019

67 deals$3,559M
25 Series A$1,104M

MA
85 deals$4,201M UK
36 Series A$1,075M

NY
24 deals$554M
12 Series A$125M

PA
15 deals$721M
9 Series A$457M

Southern CA
42 deals$1,401M
20 Series A$339M

SeriesAInvestmentsincludes all private,first-round investmentsfrominstitutional orcorporateventureinvestment,and all first-roundinvestmentsequal to  
orgreaterthan$2M, regardlessof investor.Datesof financing roundssubjecttochangebasedonadd-on investments.2018financing data through12/15/18.

Top Biopharma Regions for All Investments and SeriesA



5 6Oncology 1

US and Europe Series A Dollars Surge
Series A* Device Investments, 2016–2018, US andEurope

US Deals 2016 2017 2018
Number of Investments 57 57 73
Total Series A Funding($M) $314 $446 $646
Corporate Investments (%) 12% 19% 8%
Median Round Size($M) $4 $4 $7

Orthopedic 8 11 7

$87 $66 $56
Neurology 8 9 9

$14 $71 $112
Surgical 3 10 7

$16 $14 $56
Ophthalmology 5 2 8

Non-Invasive  
Monitoring

Europe Deals** 2017 2018
Number of Investments 25 20
Total Series A Funding($M) $192 $257
Corporate Investments (%) 8% 5%
Median Round Size($M) $4 $6

A.DeviceSeriesAdeal sizes increased in 2018,with themedianUSdeal sizenearlydoubling. Eventhoughthenumber of European  
dealsdeclined, total dollars increased. CorporateSeriesA activity droppedsignificantly but remained strongin later-stagedeals.
B.Cardiovascular, oncology,ophthalmologyand non-invasivemonitoring all sawan increase in SeriesAdealsanddollars in 2018,  
with cardiovascularandoncologyalso leading M&Aactivity.
C. Ophthalmologyandsurgical indications hadan increase in dollars invested in SeriesA,boostedbya surge in robotics investment.

*Series A Investments includes all first-round investments from institutional or corporate venture investment in the US and Europe, and all first-
round investmentsequal to orgreaterthan $2M,regardlessof investor.Datesof financing roundssubjecttochangebasedonadd-on investments.

Series A by Indication – US and Europe
Deal Counts (Dollars $M Invested)

2016 2017 2018

$61 $44 $172
Cardiovascular 7 9 14

$66 $58 $80

$20 $45 $50
5 2 6

$5 $19 $79

A Series ADeals

C

B

2018 financing data through12/15/18.
**SVB’s European data set begins in 2017.  
Source: PitchBook and SVB proprietarydata.

12Trends in HealthcareInvestmentsandExits2019

Investment Analysis
Cardiovascular Series A deals centered around assist devices and  
mitral valve repair, while oncology investments focused on tumor  
visualization technologies and precision treatment through drug  
delivery and specialized equipment. Ophthalmology deals highlighted  
new processes for surgical treatment through targeted drugs and  
equipment for direct patient use.
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Traditional VCs Dominate Device Investments
Most Active New Investors* in Device,2017–2018

*MostActiveNewInvestorscalculatedasnew(first-time)investmentsinto companiesin 2017–2018.

NUMBER OFDEALS

Corporate Investor

Keiretsu Forum, FundRx,  
EmergentMedicalPartners,SV  
Tech Ventures, Shangbay  
Capital, JJDC, Broadview  
Ventures and BrilliMedical  
International each had 3+  
Series Adeals.

Otherswith3+ SeriesBorlater  
deals included Endeavor  
Vision,BostonScientific,Gilde  
Healthcare, NEA, Lightstone  
Ventures, Baxter, Perceptive  
Advisors, Richard King Mellon  
Foundation and Revelation  
Partners.EndeavorVision,NEA  
andPerceptivealsoinvestedin  
multiple$25M+ rounds.

With 3+ deals, Visionary  
Venture Fund focused on  
ophthalmology, NEA on  
vascular,Perceptiveonuro/gyn  
and Boston Scientific on  
cardiovascular. International  
firms IdInvest Partners and  
Investiere Venture Capital  
focusedondealsinFranceand  
Switzerland,respectively.

2018 financing data through12/15/18.
Datesof financing roundssubjecttochangebasedonadd-on investments.  
Source: PitchBook and SVB proprietarydata. 13Trends in HealthcareInvestmentsandExits2019
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Investors Target Later-Stage Cardiovascular, Neuro

14
Financingdataincludesprivatefinancings byventure-backedcompaniesinUSandEurope.Datesof financing rounds  
subjecttochangebasedonadd-oninvestments.2018financing datathrough12/15/18.
Source: PitchBookand SVB proprietary data.

227
174TotalDevices

Device Investments, 2017 and 2018

NUMBER OF DEALS | $MILLIONS

$2,977
$4,181

24 $454
21$346

24 $310
21$258

22 $477
20 $504

13$219
15 $286

$871
28 $389

In thelast twoyears,78%of investmentwent to later-stagedeals(SeriesB+),withmany raisingcommercializationroundspostFDAapproval.
Companieslike HeartFlow,NeochordandWhiteswell raisedbigroundswithcrossover investors,increasingcardiovasculardealsanddollars.  
Freshoff anumberof IPOs in neurology,$50M+later-stagedealswereclosedbyImpelNeuropharma,RelievantMedsystemsandStimwave.
Whileuro/gynmissedthecut for topactive indications, it receivedsignificant investmentwith$40M+deals in ProceptBioRobotics,Renovia  
and AEGEAMedical.

$124
8 $172

$111
$98

2018 Deals over$100M

2018 Deals$50M–$100M
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Crossovers Led Big Deals in Device Sector
Highest-Valued Private Device Companies, 2017–2018

*Onlyincludespost-moneyvaluesreportedbyPitchBook.Datesof financing roundssubjecttochangebasedonadd-oninvestments.
2018 financing data through12/15/18.

This list is composed of the  
highest-valuedprivatecompanies  
over the last twoyears, all with  
post-money valuations of $150M  
ormore*.

Top15CrossoverInvestorsmoved  
from biopharma to later-stage  
medicaldevicerounds.Perceptive  
Advisors, Viking Global,  
Wellington and Fidelity were new  
investorsinfourofthesixhighest-
valuedrounds.

Ophthalmology and neurology  
eachhadfourdealsvaluedover
$150M. Neurology dealswere  
SeriesDorlater,andsixofthe  
eight deals were commercial  
stage.
Surgicalrobotics received  
significant investment and high  
valuations.ProceptBioRobotics  
andAurisraisedlargeroundsin  
2018. Verb Surgicalreceived  
sizableinvestmentaswell.

Cardiovascular

6/5/17
$118M round
$191M post

ENT

2/14/18
$240M round
$1,500M post

7/3/2018
$5Mround
$155M post

11/30/17
$44M round
$270M post

3/28/18
$55Mround
$165M post

7/10/18
$31Mround
$166M post

Gastrointestinal

11/28/18
$220M round
$2,160M post

Surgical

9/27/18
$250M round
$1,250M post

Imaging

8/28/18
$132M round
$607M post

Renal

2/21/18
$118M round
$398M post

Uro/Gyn

3/9/18
$75Mround
$450M post

Vascular

Neurology Ophthalmology

7/25/18
$13Mround
$388M post

3/7/18
$45M round
$235M post

4/3/17
$47Mround
$266M post

1/9/17
$25Mround
$215M post

12/18/17 12/6/18 5/31/18 5/2/18
$59M round
$174M post

$68M round
$168M post

$20M round
$160M post

$25Mround
$150M post

Metabolic

Source:PitchBookandSVBproprietarydata.



California Continues to Dominate Device Deals
Device Investments by Geography, 2018, US andEurope

16

NorthernCA
59 deals$1,625M
23 Series A$214M

WA
9 deals$183M
1 Series A$3M

MN
12 deals $217M
4 Series A$52M

MA
20 deals$291M
5 Series A$46M

France
8 deals$152M

Belgium
4 deals$55M

UK
4 deals$30M

Trends in HealthcareInvestmentsandExits2019Source:PitchBookandSVBproprietarydata.

Southern CA
19 deals$336M
7 Series A$97M

Top Medical Device Regions for All Investments and Series A

SeriesAInvestmentsincludes all private,first-roundinvestmentsfrom institutional orcorporateventureinvestment,and all first-roundinvestmentsequal toor  
greaterthan$2M, regardlessof investor.Dates of financing roundssubjecttochangebasedonadd-oninvestments.2018financing data through12/15/18.
Financing dataincludesprivatefinancings byventure-backedcompanies intheUSandEurope.
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Dx/Tools Attract Fewer Series A Deals and Dollars
Series A* Dx/Tools Investments, 2016–2018, US andEurope

Trends in HealthcareInvestmentsandExits2019

*Series A Investments includes all first-round investments from institutional or corporate venture investment, and all first-round  
investmentsequal toorgreaterthan$2M,regardlessof investor.Datesof financing roundssubjectto changebasedonadd-oninvestments.  
2018 financing data through12/15/18.
**SVB’s European data set begins in2017.

$192 $551 $267
29 60 37

$306 $151 $176
20 25 17

R&DTools

DxTests

Dx Tools & $58 $354 $230
Analytics

Indication 2018 Series A$ 2018 Total$ 2018 % SeriesA
R&DTools $267M $2,400M 11%

DxTests $176M $1,276M 14%

Dx Tools &Analytics $230M $1,111M 21%

AllDx/Tools $709M $4,824M 15%

US Deals 2016 2017 2018
Number of Investments 54 70 64
Total Series A Funding($M) $549 $845 $621
Corporate Investments (%) 20% 21% 19%
Median Round Size($M) $5 $6 $6

Europe Deals** 2017 2018
Number of Investments 33 17
Total Series A Funding($M) $211 $88
Corporate Investments (%) 0% 29%
Median Round Size($M) $3 $4

% of Series A by Indication

A Series ADeals

C

B Series A by Indication – US and Europe
Deal Counts (Dollars $M Invested)

2016 2017 2018

A.US and European Dx/Tools deals dropped while investments slowed 40% from 2017, reducing the Dx/Tools Series A pipeline.  
Followingmultiple largeSeriesA investmentsover thepast twoyears, it is notsurprising to seeaslowdownin early-stage investmentas  
investors wait for things toplay out.Asaresult, mostinvestments (85%)wentto later-stagecompanies.
B.In the Dx Tools and Analytics subsector, there were a significant number of artificial intelligence/machine learning (AI/ML)  
investments,but dollarsdecreasedhereaswell.Wefinally observedtechand life science investors invest togetherin this subsectorwith  
SeriesA investments in GlympseBio andLunaDNA.

2018 Deals Over$20M

Source: PitchBook and SVB proprietarydata.
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Tech Investors Continue to Lead Dx/Tools Deals
Most Active New Investors* in Dx/Tools,2017–2018

*MostActiveNewInvestorscalculatedasnew(first-time) investmentsinto companiesin 2017–2018.2018financing data through12/15/18.  
Datesof financing roundssubjecttochangebasedonadd-on investments.
Alexandriainvestmentstypically average$2Mperdeal,AREE,Inc.Earnings 9/30/18.

NUMBER OFDEALS

CorporateInvestors

Trends in HealthcareInvestmentsandExits2019

Tech investors madeup seven of  
the top 10 active investors. Tech  
corporatesGVandBaiduwerealso  
active.

Top investors with 3+ Series A  
investmentswere:KeiretsuForum  
(Dx Tests, R&D Tools [R&D]),  
Alexandria Venture Investments  
(R&D),8VC(R&D),AMECloud
Ventures (R&D), Alumni Ventures  
(Dx Tools and Analytics  
[Analytics]),DataCollective(R&D),  
ARCHVenturePartners(Analytics),  
CivilizationVentures(R&D),Genoa  
Ventures (R&D) and Refactor  
Capital(R&D).

Thetopinvestorswith3+SeriesB  
orlaterinvestmentswere:Charles  
River Ventures (Analytics),  
Illumina Ventures (R&D), GV  
(Analytics),ForesiteCapital(R&D,  
Analytics), Baidu(R&D), Khosla  
Ventures (Analytics, Dx Tests),  
Northpond Ventures (R&D,  
Analytics)andOSFund(R&D).

These investors funded fewer Dx  
Tests deals, as many of these  
companiesraisedtheirnextround  
fromnontraditionalinvestors.

Source: PitchBook and SVB proprietarydata.
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2017 2018

Investments in Dx/Tools Steady

$2,400

$1,336

$1,276
40 $1,309

51$1,111
46 $2,072

Financing dataincludesprivatefinancings byventure-backedcompaniesinUSandEurope.2018financing data through12/15/18.

211
183TotalDx/  

Tools
$4,717

$4,824

R&DTools

DxTests

Dx Tools&  
Analytics

Dx/Tools by Subsector, 2017–2018, US andEurope

NUMBER OF DEALS | $MILLIONS

Stable investment in Dx/Toolscontinued in 2018,withnontraditional investors leading later-stagedeals.
Twenty-five$50M+dealsmadeup themajorityof sector financing. Multiple private equity (PE)andassetmanagersparticipated in large  
rounds forventure-backedinvestments, including deals for Grail, Zymergen,Tempus,10x,SynthegoandTwistBioscience.
DxTestsshowedstable dealnumberswithdecreasedinvestment.This couldbeattributed in part to the$900M differencebetween  
Grail’s $1.2BSeriesB in 2017 and its $300MSeriesCin 2018.

2018 Deals Over$100M

2018 Deals Over$75M–100M

2018 Deals Over$50M–75M

Datesof financing roundssubjecttochangebasedonadd-on investments.  
Source: PitchBookand SVB proprietary data. 19Trends in HealthcareInvestmentsandExits2019



Dx/Tools Attract High-Value Private Dollars
Dx/Tools Post-Money by Indication, 2017–2018

Trends in HealthcareInvestmentsandExits2019 20
*Onlyincludespost-moneyvaluesreportedbyPitchBook.Datesof financing
roundssubjecttochangebasedonadd-oninvestments.2018financing data through12/15/18.

This list is composed of the  
highest-valuedprivatecompanies  
over the last twoyears, all with  
post-money valuationsof $200M  
ormore*.

Dx/Tools had six deals with  
private valuations over $1B —
double the number of private  
Biopharmaunicorns.However,  
Dx/Tools trailed biopharma in  
2018M&As(10versus14) and  
IPOs(twoversus54).

ThetwoIPOsonthislisthave  
sincetradedupinthepublic  
market.
Anumber of profiledcompanies  
have unique platformtechnologies  
andservicemodels,whichcouldset  
them up as potential 2019 IPO  
candidates.

Green text: Company subsequently wentpublic

Dx Tests Dx Tools andAnalytics

8/29/18
$110M round
$2,000M post

9/12/17
$250M round
$1,750Mpost

3/1/17
$200Mround
$1,500Mpost

3/23/18
$80M round

$1,030M post

9/21/18
$83M round
$600M post

11/14/17
$89M round
$400M post

10/3/17
$60M round
$295M post

4/26/18
$125M round
$1,000M post

6/28/18
$95M round
$797Mpost

4/2/18
$125M round
$474M post

11/29/17**
$12Mround
$462M post

9/25/18
$58M round
$308M post

6/14/17
$9M round
$259M post

6/19/18
$36M round
$200Mpost

5/3/18
$20M round
$210M post

8/23/18
$6M round
$210M post

12/14/17
$275M Round
$1,375Mpost

5/11/2018
$300M round
$3,200M post

11/22/17
$1,212Mround
$2,312M post

5/11/17
$360M round
$960M post

R&D Tools

**Zymergen’snew$400Mfinancing on12/13/18did not disclose valuation.  
Source: PitchBookand SVB proprietary data.



Northern California Still Front Runner in Dx/Tools
Dx/Tools Investments by Geography, 2018, US andEurope

21

Northern CA
65 deals $2,088M
20 Series A$165M

Southern CA
17 deals$362M
6 Series A$30M

MA
31 deals$579M
9 Series A$155M

UK
11 deals$142M
7 Series A$40M

NY
11 deals$148M
8 Series A$68M

PA
7 deals$36M
5 Series A$21M

Series AInvestments includes all private, first-round investments frominstitutional or corporateventure investment, andall first-round investmentsequal to
or greater than$2M,regardlessof investor.Datesof financing rounds subject to changebasedonadd-on investments.2018 financing data through12/15/18.
Financingdataincludesprivatefinancings byventure-backedcompaniesintheUSandEurope.
Source:PitchBookandSVBproprietarydata.
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Top Dx/Tools Regions for All Investments and Series A
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Healthcare M&As and IPOs:
Record IPOs, M&A Exits and Deal Values
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Biopharma M&A Steady, IPOs Up
VC-backed Biopharma Big Exits & IPOs, 2013–2018

2014 2015 2016 2017 2018

M&Adefinedasprivate,venture-backedM&Awithupfrontpaymentsofatleast$75M.  
IPOdefinedasprivate,venture-backedIPOraisingatleast$25Minproceeds.
MarketcapatIPOusedtoestimatevalueofpubliccompanies.  
Source:PitchBook,pressreleasesandSVBproprietary data.

A.Biopharma total deal value more than doubled in 2018. Public  
IPO market caps contributed 70% to this number, setting a record  
totaldealexit valueof $49B+.Thiswaspunctuatedbythe$7B+IPO  
by Moderna inDecember.

Fifty-four IPOsyieldedfive-yearhighsin bothpre-moneyvaluations  
and dollarsraised.

B.M&Aactivitywassteady,with fourprivateacquisitionsvaluedat  
over$1B.

[C]Oncologycontinuestodominatebiopharmaexits,while platform  
and anti-infective IPOsincreased.

Number of Exits byYear

$20.6B
$26.3B

$30.3B $28.1B
$21.7B

$49.3B

68

45

48

64

80

46

64

32 25 23 20

26

10
11

5 5

Oncology Orphan/RareDisease Neuro Platform Anti-Infective

A

B Exit Values byYear
$ BILLIONS

M&AUpfront M&AMilestones

C Top Exits byIndication
2013–2018

IPO M&A
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Early-Stage Deals Deliver Strong Biopharma M&A
VC-Backed Biopharma Big Exit M&A  by Stage*, 2013–2018

M&A defined as private, venture-backed M&A with upfront payments of at least $75M.  
Upfrontmultiple isM&Apaymentreceivedatdealclosedividedbyventureinvestment.
*Stagedefinedaslastcompletedclinicaltrial inmostadvancedasset.

Attractive IPO valuations have pushed many  
companies to spurn early M&A, raise large  
crossover rounds, and pursue IPOs. Our data  
indicatesabifurcated exitpathway– raise large  
dollars and go public or use smaller dollars and  
pursue an earlyM&A.

Ten of 14 M&A deals were pre-clinical or phase I  
companies. These deals had a mediantime-to-exit  
of just 2.9 years, as acquirers added early-stage  
technologies to their pipelines. Smaller dollars  
invested (with a median of $17M) and very early  
clinical data produced smaller deal sizes at exit.  
Still, these exits delivered strong median upfront  
multiplesof5.4xandtotaldealmultiplesof22x.

Venture-backed oncology M&A fell into two  
groups: big pharma single-asset spinouts and  
immuno-oncology companies with multiple  
assets.Theonly late-stageoncologyexit (Impact)  
produced a $1B upfront payment. Pre-clinicaland  
phase I exits were smaller ($100M–200M  
upfront) but came through with a remarkable  
medianupfrontmultipleof8.5x.

Afterrelativelysmallventure investments,twoof  
three orphan/rare M&A deals (Agilis at $100M  
upfront and Celenex at $200M) were bought by  
Amicus and PTC (formerly venture-backed and  
now public acquirers). Syntimmune raised more  
funding and was acquired in a strategic  
expansion byAlexion for$400M upfront.

BMS and Celgene each bought 4venture-backed  
companies since 2015, plus Juno. With a very  
active, diverse biopharma acquirer group, we  
believe the potential merger will not have a  
significant impactonventureM&Ain 2019.

Commercial  
Phase III  
Phase II  
PhaseI

Pre-Clinical

24Source:PitchBook,pressreleasesandSVBproprietarydata. Trends in HealthcareInvestmentsandExits2019

Number of BigExits

$7.0B

$8.0B

$16.6B $21.2B

$8.9B $14.8B

Median Upfront($M) 213 225 200 200 171 153

MedianTotalDeal($M) 457 413 570 600 461 528

MedianYearstoExit 5.6 4.0 4.2 5.9 3.5 3.1



Dynamic Biopharma IPO Scene Driven by Crossovers
VC-backed IPOs by Pre-Money Valuation and Dollars Raised, 2013–2018

IPOdefinedasprivate,venture-backedIPOraisingatleast$25Minproceeds.
*Pre-moneyIPOvaluationdividedbylastroundpost-moneyvaluation.PrivatevaluationssourcedthroughPitchBook.

IPO Pre-Money Value IPOProceeds

75th  
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25th
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IPO Median DollarsRaised
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25Source:PitchBook,pressreleasesandSVBproprietarydata. Trends in HealthcareInvestmentsandExits2019
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Indication Number of Deals % EarlyStage Median Last RoundSize Median Step-Up at IPO*

Oncology 16 63% $80M 1.2x

Platform 14 50% $65M 1.0x

Orphan/Rare 7 57% $61M 1.5x

2013 2014 2015 2016 2017 2018 2013 2014 2015 2016 2017 2018

2018biopharmapublic marketwashot,as IPOsnearlydoubled their 2017numberswitha record $325Mmedianpre-moneyvaluation.
Private crossover-ledroundscontinued as IPOprecursors.Ofthe2018IPOs,69%includedTop-15Crossoversasprivate investors, with  
median financing (at the last private round) of $64M and a median 1.3x valuation step-up. We have noted that IPOs with these  
crossovers have the best and most stable access to capital going forward in the public market. Top 15 Crossovers continued to back  
venturedeals, funding 60 unique companies in 2018and almostdoubling 2017’sactivity. This indicates their optimistic IPOview.
Biopharma IPO activity is expected to continue in 2019 as crossovers replenished pipelines in 2018, but likely at a reduced rate.

2018 IPOs By TopIndications



Unicorns* Flourished in 2018
$1B+ VC-Backed M&A  and Current IPO Public Values, 2013–2018

Public Unicorns by IPO Vintage: 47 Companies

*Unicorndefinedasaventure-backed companysince2013thatachievedanM&Awith$1B+totaldeal

2018IPOs usedstrongvaluations andcompelling clinical data to fuel speedygrowth to unicorn status, resulting in themostunicorns of any IPOclass  
of the last six years.M&Awassplit betweenprivate and public with ArmoBiosciences goingpublic and thenbeingbought fivemonths later for$1.6B.

Overall, the number of $1B+ public companies increased by three in the second half of 2018 (notwithstanding an underperforming December). We did  
observe some downward movement from previous years with four companies from the IPO class of 2014, and two each from IPO classes 2016 and 2017  
dropping off thelist.

$B+ M&A Unicorns by Year: 20 Private/11 Public
2013 2014 2015 2016 2017 2018

2017

PrivateM&A PublicM&A

2013 2014 2015 2016 2018

valueorisapubliccompany(IPOsince2013)valuedat$1B+asof12/15/18.  
Source:PitchBook,pressreleasesandSVBproprietarydata. 26Trends in HealthcareInvestmentsandExits2019



Exit Values byYear
$ BILLIONS
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Device M&A Activity Rallies over Last TwoYears
VC-Backed Device Big Exits & IPOs, 2013–2018

2014 2015 2016 2017 2018
M&Adefinedasprivate,venture-backedM&Awith upfrontpayments of at least$50M.  
IPOdefinedasprivate,venture-backedIPOraising at least$25Min proceeds.
Marketcapat IPOusedtoestimatevalueof public companies.  
Source:PitchBook,pressreleasesandSVBproprietarydata.
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$3.0B

$7.1B

M&AMilestones
$8.4B

$5.1B $5.1B

$7.4B

27

17

16

30

28

14

Year Numberof  
IPOs

Median  
Pre-

Money  
Value

Median$  
Raised

2018 8 $217M $86M

2017 3 $59M $26M

2016 3 $164M $75M

2015 11 $156M $77M

A

B

Number of Exits byYear
IPO M&A

A.LedbyanactiveQ3withnineM&AsandtwoIPOs,device  
exits rallied following a flat performance in 2016 and 2017,  
logging27M&AandIPOexits in2018.

B.For thefirst time, totalventure-backeddeviceM&A  
upfront payments eclipsed other sectors with$3.6B.

C.Therewasabetterpublicappetite fordevice,evidenced  
by eight IPOs. These were led by four neuro-focused  
companies: Inspire and Axonics (implantables) and  
Neuronetics and Electrocore (non-invasivetherapies).

Device IPO ActivityC
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Strong Values/Multiples Supercharge Device Deals

M&A defined as private, venture-backed M&A with upfront payments of at least $50M.  
Upfrontmultiple is M&Apaymentreceivedatdeal closedividedby ventureinvestment.
*Stagedefined as last completedclinical trial in mostadvancedasset.  
Source:PitchBook,pressreleasesandSVBproprietarydata.

VC-Backed Device Big Exit M&A  by Stage*, 2013–2018

At $190M, 2018 had the largest median  
upfront device payment since 2013 anda
healthy 4.3x multiple on capitalinvested.

Four oncology M&As took center stage in  
2018, focused on guidance/marking systems  
(Cianna, Focal), protection (Augmenix), anda  
cell collection device (nVision).All fourdeals  
were commercial stage, with median upfront  
value of $143M and a 7.5xmultiple.

Cardiovascular and orthopedics also had four  
exits, followedbyvascular with threeandnon-
invasive monitoring withtwo.

Boston Scientific led M&A, acquiring seven  
venture-backed companies in 2018. Boston  
also announced it will buyBTG(a large public  
company). We will monitor Boston’s activity,  
as big acquisitions like this historically have  
led to reduced M&A, as evidenced by  
Medtronic and Abbott (prolific acquirers in  
years past) remaining on the sidelines  
following large mergers. Medtronic’s  
acquisition ofasmall public companyin 2018  
(Mazor) could portend this giant’s return to  
ventureM&A.

We are optimistic that 2019 M&A activity will be  
robust, as new acquirers Teleflex and LivaNova  
and stalwarts like J&J continue to be active. New  
acquirers (like Penumbra, Massimo, Avanos and  
Siemens Healthineers) could emerge as they  
look to add to product lines and stock their R&D  
pipeline.

Number of BigExits

Trends in HealthcareInvestmentsandExits2019
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De Novo Exit ValuesShine
VC-Backed Device M&Aby Pathway, 2015–2018

>PhaseIDevelopmentStageCE MarkOnlyFDA-Approved ≤PhaseI

2015–2018 Stage at Exit
Median  
Investe
d  ($M)

Median  
Upfron
t  ($M)

Median
Upfront
Multipl
e

Median  
TotalDeal  

($M)

Median
Total Dea
Multiple

l
Media
n  Time
to  Exit  
(Years)

510(k)M&As
34Exits

32

1 1
$46 $110 3.0x $128 3.6x 8.9

De Novo510(k)  
M&As
4Exits

4
$46 $360 4.6x $435 6.1x 8.8

PMA M&As
26Exits

3

10 13
$39 $215 4.0X $320 6.6x 6.1

BiopharmaM&As
70Exits

31
39 $35 $198 4.5x $557 12.5x 4.2

Whileall 2018510(k)exitshadFDAclearancesandrevenueramps,fourof six PMAdealswereacquiredprior to FDAapproval:twoat
developmentstageandtwoholdingCEmarks.510(k)exit values typicallyaresmaller thanPMAandDeNovoexits, butwedid see2018  
medianupfrontdealsizesgrowto$135Mwitha4xmedianmultiple.
2017sawoneDeNovo510(k)companyexit, and2018tripledthatnumber.All thedealswereUScommercial,havingraisedcapital for
furthercommercializationandrevenueramp-up.Longerexit timesmaketheseM&Assimilar to 510(k)deals,however.DeNovodealsshowed  
verysuccessfuloutcomeswithmedianupfrontandtotaldealvaluenumbersexceedingthoseof 510(k)andPMA.

M&Adefinedasprivate,venture-backedM&Awith upfrontpayments ofat least$50M.
510(k) is an FDA classification that provides clearance to market typically without clinical trials. De  
Novo 510(k) is a classification that provides approval to market but typically requires clinical trials.  
PMA is a classificationthat providesapproval tomarketbut typically requirespivotal clinical trials to  
collectsafetyand effectivenessdata.Source:PitchBook,pressreleasesand SVBproprietarydata.



Exit Values byYear
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Dx/Tools Come Back in 2018
VC-Backed Dx/Tools Big Exits & IPOs, 2013–2018

A.Dx/Tools activity increased from one to 12  
total exits in 2018. Deal value set a six-year  
record, ledby$1.9Bin upfrontM&Apayments.

B. Two successful late-year IPOs contributed
$1.7B in IPO market cap (close to 50% of total  
deal value) and could jump-start IPO interestin  
thesector.

Guardant Health (a liquid biopsy company that  
helps determine cancer treatment and is also  
developing an early cancer detection test),raised
$500M+ in private funding. The companythen  
raised $230M+ in an IPO with a market capof
$1.6B and 1.5x step-up from its last private  
round. Guardant opened trading up over 40%and  
has continued to perform well, more than  
doubling its initialmarket cap*.

Twist Bioscience, an R&D Tools company with  
over$250Min private funding, raised $86Min an  
IPO at a modest discount to the last private  
round. The company offers precise DNA  
manufacturing at scale. Its initial IPO market cap  
was $372M, which has since risen almost50%.

2014 2015 2016 2017 2018

M&Adefinedasprivate,venture-backedM&Awith upfrontpayments of at least$50M.  
IPOdefinedasprivate,venture-backedIPOraising at least$25Min proceeds.
Marketcapat IPOusedtoestimatevalueof public companies.*MarketCap asof 12/15/18.  
Source:PitchBook,pressreleasesandSVBproprietarydata.
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Dx/Tools Activity Strong, Yet Dollars Trail
VC-Backed Dx/Tools Big Exit M&A,2013–2018

MedianUpfront($M) 350 133 164 225 N/A 105
Median Total Deal($M) 450 239 164 325 N/A 130
Median Years toExit 8.2 6.0 3.6 8.5 N/A 9.1

$0

$1

$1
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$2
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$3

2013 2014 2015 2016 2017 2018

R&DTools
Dx Tools &Analytics  
DxTests

$1.0B

$2.8B

$1.4B
$1.5B

No  
Exits

$1.9B

M&Adefinedasprivate,venture-backedM&Awith upfrontpayments of at least$50M.  
Source:PitchBook,pressreleasesandSVBproprietarydata.

2018 Dx/Tools M&A activity was  
tremendous; still median upfront  
investment and total deal size  
significantly trailedothersectors.Nine  
of 10dealswereatacommercialstage  
and acquired by traditional lab  
instrument, research and diagnostic  
companies. We are surprised to see no  
newacquirers,especially techplayers,  
emerge.

M&A was divided between Dx Tests  
(four deals) and R&D Tools(six deals).  
Three of the four Dx Tests companies  
werecommercial.

Dx Tests exits STAT-Dx and Counsylare  
building technology applicable to  
multiple diseases, and Astute and  
Exosome are focused on disease-
specific diagnosticscapabilities.

The majority of R&D Tools companies  
were focused on sequencing  
technologies. Agilent, seeking to  
bolster their drug discovery efforts,  
was the only acquirer with multiple  
dealswhen they bought LaserGen and  
Acea.

Number of BigExits



2019 Outlook
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• We anticipatetotalinvestmentintolifesciencetocontinueatahealthypace,reachingabout
$8B,withestablishedfundslikelytobejoinedbynewspinoutfundsanchoredbyestablished  
investors.Inaddition,techfirmsmayraiselifescience–onlysisterfunds.

• Top15Crossoverinvestmentinventure-backedcompaniescouldsoftenby25percentormore,  
leadingtobiopharmainvestmentsdecreasingtomorecloselymatch2017numbers.

• The biotech IPO pipeline is strong, but market uncertainty could drag IPOs down to 30 to 35  
dealsandmoderatelyreducepre-moneyvaluationsanddollarsraised.Asaresult,weexpectan  
increaseinprivatebiopharmaM&As.

• Device investments are expected to be stable with additional growth in Series A. A strong  
performing group of later-stage, venture-backed companies shows promise for up to eight  
deviceIPOopportunitiesin2019.Wedon’texpectmuchchangeindeviceM&Aactivityfrom  
2018.

• Dx/ToolsSeriesAdealswill likelyclimbin2019,althoughoverall investmentdollarscould  
lagfollowingmultiple larger2017and2018financings.Techacquirerswill likelyscoopupa  
fewDxTestsandDx ToolsandAnalyticscompanies,whichcouldspuranuptickinM&Adeal  
value.Also,weanticipatetherecouldbetwotofourIPOsofrevenue-generatingR&DTools  
companies.



BigExits
Big Exits defined as a private, venture-backed merger and acquisition in which the  
upfrontpaymentis $75million ormore forbiopharmadeals and$50million ormore  
for device and Dx/Toolsdeals.

Initial PublicOffering
IPO definedasaventure-backed companyraising IPOproceedsof $25million or  
more.

Deal Descriptions
Structured Deal defined as a pay-for-performance acquisition where some of the deal  
value is paid upfront when the deal closes, but also contains additional value based  
on milestones that must beachieved.

All-In Deal definedas anacquisition wherethe full deal valueis paid upondeal close.

Upfront Payments defined as initial proceeds from an acquisition paid upon the close  
of astructureddeal; theydonot includemilestones.

Milestones to be Earned defined as proceeds from an acquisition that are paid once  
predetermined milestones aremet.

Total Deal Value definedas the full valueof theacquisition, including anymilestones  
to beearned.

Time to Exit defined as the time from the close of a company’s firstinstitutional  
round of financing to theexit.

Step-Updefinedasthe valuationchangefromthe last roundpost-moneyvalueto the  
next round pre-moneyvalue.

Corporate Investor
Corporate Investor defined as both corporate venture and parent company  
investment into venture-backedcompanies.

Series A
Series A defined as all first-round institutional or corporate venture investment, and  
all first-round investments equal toorgreater than $2M,regardlessof investor.
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Device Regulatory Definitions

Non-approved defined as a device product that has no regulatory clearance or  
approval for itsproduct.

CEMark Only defined as a device company that has CE Mark approval but has not  
receivedFDA approval.CEMark is a EuropeanUniondesignationthat is typically less  
difficult to obtain than FDA approval, and the approval process often has a faster  
timeline.

510(k) defined as an FDA classification that provides clearance to market typically  
without clinical trials.

De Novo 510(k) defined as an FDA classification that provides approval to market but  
typical requires clinicaltrials.

PMA defined as an FDA classification that provides approval to market but typically  
requires pivotal clinical trials tocollect safetyandeffectiveness data.

US Commercial defined as a device company that has received FDA approval or  
clearanceof its productand usually is in commercialstage.

IndicationDefinitions

Neurology (neuro) defined as CNS, pain and psychology companies, as wellas neuro  
implant technologies.

Non-Invasive Monitoring defined as medical data collection through sensors and  
othertechnology.

Dx Tests defined as proprietary Yes/No diagnostictests.

Dx Tools and Analytics defined as actionable data analytics to help determine/direct  
treatment.

R&D Tools defined as research equipment/services for biopharma andacademia.

Top 15 Crossover Investor

Top 15 Crossover Investor defined as a public-minded investor who strategically  
invests in private companies. The top 15 list includes: Casdin Capital, Cormorant  
Asset Management, Deerfield Management, EcoR1 Capital, Fidelity Investments,  
Foresite Capital Management, Perceptive Advisors, RA Capital Management, Redmile  
Group, Rock Springs Capital, Softbank, T. Rowe Price, Viking Global Investors,  
Wellington Management and Woodford InvestmentManagement.

Glossary
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What is an “IPO”, Anyway?

Securities Law 101:
• For EVERY transaction in corporate securities (i.e., stock), the U.S. 

securities laws require the transaction to either (A) be registered with the 
SEC or (B) fit into a pre-established exemption to registration
• Registration requires filing a registration statement with the SEC (usually on Form 

S-1 for IPOs), which has very detailed disclosures about the company that the 
SEC deems sufficient for an investor to make an informed decision about whether 
to invest in the stock

• In most cases, prior to an IPO, a company’s stock transactions have 
been exempt from registration (including stock options)

• Most companies start by selling stock to investors as “private placements”, 
which are exempt from registration

• When a company sells its stock to the public and registers the offering with 
the SEC for the first time, it is referred to as the “initial public offering” (IPO)



Why Go Public?

•

Position company as an industry leader

Raise Capital

Create Branding Event

Enhanced Ability to Finance

Create Liquidity /
Incentives for Employees

Maximize Near-Term
& Long-Term Valuation

Establish Liquid
Trading Market for Shares

The IPO is first and foremost a fundraising event

The public market is generally a much easier and 
faster forum to raise capital  or complete 
acquisitions using stock

Allow existing employees to monetize equity 
awards (including through IPO itself) and 
attract talent

Maximize return to existing and new 
stockholders

Enhance aftermarket performance and liquidity



But there are Disadvantages

•

No control over unfriendly or antagonistic 
stockholders taking meaningful ownership 
positions and exerting influence

Public Disclosures

No Control of Stockholder Base

Enhanced Scrutiny

Liability Exposure

Higher Operating Expenses

Stock Price Volatility

As a private company, how much you share 
publicly is up to you  

Audience that watches your every move 
increases dramatically and there are many 
public forums for scrutiny 

Public companies are targeted much more 
frequently and more opportunities exist for 
plaintiffs firms to sue

Increased legal, accounting and internal 
expenses to operate as a public company, in 
addition to D&O insurance costs

While liquidity is low, stock price is often subject 
to irrational swings or even manipulation



Typical IPO Timeline



• Develop corporate presentation and company “story” in preparation of 
investment bank meetings
• Consider hiring IR firm to help with this process

• Research which investments banks/analysts you want to target
• Select legal advisors, accountants and other “hired help”

• Augmenting internal finance team, D&O broker, compensation consultant, etc.

• Conduct 409A valuations more frequently and potentially update 
methodology

• Ensure audit firm is “independent” under PCAOB and SEC rules
• Determine if there are any past and/or probable future business acquisitions 

and prepare required financials (if any)
• Organize and prepare data room with appropriate IPO due diligence 

documents

Preliminary Action Items and Considerations



• Sell the Company (M&A)
• Many companies run “dual 

track” processes with an 
IPO and potential sale 
transaction

• Reverse Merger
• Regulation A Offering
• Direct Listing

Alternatives to IPO



Reverse Merger: The Basics

• A reverse merger is a transaction in which an existing PubCo 
“acquires” a PrivateCo operating company as a means of taking the 
private company into the public marketplace  

• Typically completed through a reverse merger of PrivateCo with a 
subsidiary of PubCo  
• PubCo issues new shares to the stockholders of PrivateCo, after which PrivateCo 

stockholders own a majority of the combined company
• PubCo then changes its name to PrivateCo name and changes ticker symbol

• Often, the PubCo is biotech company with failed product candidates 
that has ceased developing its IP and has nominal operations and 
assets, generally consisting of cash or cash equivalents and no 
material liabilities



PubCo

PrivateCo
Stockholders

Existing 
PubCo 

Stockholders

Reverse Merger: Structure

New PubCo 
Stock

100% of 
PrivateCo 

Stock
PubCo

Existing 
PubCo 

Stockholders
(minority)

PrivateCo 
Stockholders

(majority)

PrivateCo 
(subsidiary)

PrivateCo



Reverse Merger vs IPO

• Myth: Lower Cost 
• Reality: Much of the work to draft the company‘s SEC disclosures and prepare audited 

financial statements is the same as for an IPO, plus there is the need to negotiate a merger 
agreement, diligence the PubCo “target”, solicit the stockholder vote and hold a special 
stockholder meeting

• Myth: Speedier Process
• Reality: Although a reverse merger can be completed within 3 months, they generally also take 

4-6 months
• Myth: Less Marketing Effort

• Reality: While reverse mergers aren’t marketed in a “road show” like an IPO, obtaining a 
shareholder vote can require significant effort (especially if PubCo has a significant retail base 
or if influential PubCo stockholders openly oppose the deal)

• Reality: More Deal Certainty
• Once a reverse merger is signed between the two companies, obtaining the PubCo 

stockholder vote is the only major uncertainty, as opposed to IPOs that are subject to market 
risk, investor appetite and valuation pressure

• Myth: Same Result
• Reality: While the PrivateCo will effectively be publicly traded, there are major differences in 

the post-deal stockholder base and analyst coverage following an IPO vs. reverse merger



Preparing for the Reverse Merger Process

• Readiness
• PrivateCo should consider readiness to be public, including board and 

management changes (no different than IPO)

• Concurrent Investment
• Consider whether a financing will be needed in addition the PubCo’s cash

• Outside Advisors
• Consider whether PrivateCo will engage a financial advisor (investment bank) for 

the process; other advisors similar to IPO

• Exchange Ratio / Merger Consideration
• Consider the treatment of outstanding PubCo equity and legacy assets

• Financial Statements
• Audited financial statements from PrivateCo will need to be prepared prior to filing 

a Proxy or S-4 registration statement



Other IPO Alternatives

• Regulation A Offering
• Sometimes referred to as a “mini-IPO”
• Limit of $50M in offering size
• Instead of S-1 registration statement for IPO, SEC requires an offering 

memorandum with many, but not all, of the disclosures required in an S-1
• On-going SEC reporting obligations, but “light” version of full reporting that normal 

public companies do
• Exchange listing is significant item to consider

• Direct Listing
• Does not involve an actual sale of securities (not a financing event)
• Start SEC reporting voluntarily and apply to list on a national exchange
• Biggest hurdle is proving the market value and trading price of the stock (NYSE 

and Nasdaq have minimum requirements) when there has been no public 
marketing effort or public trading history
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Traditional exits and 
value creation

Camron Uhr and Peter Bartholomew
Deloitte Transactions and Business Analytics LLP
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Break
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HK’s new listing rules and  
updates on pre-revenue  
biotech companies
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HK listing of biotech companies new rules effective 30 April 2018

• There is a new chapter added in the Main Board Listing Rules to facilitate the listing of 
Biotech companies.

• Biotech companies that do not meet any of the three financial  eligibility test for Main 
Board listing could be suitable  to list under the new chapter if they can demonstrate 
the following  features:

‒ has at least one product/process/technology (see further  details on page 9) which 
has proceeded beyond the  concept stage (for example, having passed Phase I stage 
in  relation to the clinical trial of a drug regulated by relevant drug  and safety 
authorities such as the FDA (US), CFDA (China) or  EMA (Europe) (Competent 
Authority) and has received all the  necessary regulatory approvals to proceed to 
Phase II);

‒ has been primarily engaged in research and development  (R&D) for the purposes of 
developing new or innovative  products/ processes/ technologies;
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Listing of biotech companies new rules effective 30 April 2018

‒ has been engaged with the R&D of its product/ process/  technology for a minimum of 12 months 
prior to listing;

‒ has as its primary reason for listing the raising of finance for R&D to bring identified products /
processes / technologies to commercialization;

‒ has previously received meaningful third party  investment** from at least one sophisticated 
investor at least six months before the date of the proposed listing;

** As an indicative benchmark the following investment amount will generally be "considered as a  meaningful 
investment" :

Applicant with a market capitalisation between

Investment % on issued  share 
capital of applicant at  the time of 
listing

HK$1.5 billion to  HK$3 billion Not l ess  t h a n 5 %

HK$3 billion to  HK$8 billion Not l ess  t h a n 3 %

More t h a n  HK$8 billion Not l ess  t h a n 1 %
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Listing of biotech companies new rules effective 30 April 2018

‒has registered patent(s) and/or patent application(s)  and/or intellectual 
property in relation to the new  technologies or innovations that form the 
basis of its listing  application;

‒has been in operation in its current line of business for at least  two financial 
years prior to listing under substantially the same management;

‒must also meet the enhanced working capital requirements set  out by the 
Exchange (125% of the issuer's current  requirements for at least the next 
12 months after  taking into account the proceeds from IPO); and

‒have a minimum expected market capitalisation at the  time of listing of 
not less than HK$1.5 billion (US$192  million).
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Details of products/processes/technology that have developed beyond 
concept stage

Listing of biotech companies

Pharmaceutical (small molecule drugs)
• completed Phase I or, for previously approved products (e.g. FDA s 505(b)(2))  at least one trial on 

human subjects; and
• no objection to commence Phase II (or later)

Biologics
• completed Phase I, or for biosimilar at least one trial on human subjects; and  
• no objection to commence Phase II (or later)

Medical devices (including diagnostics)
• Class II medical device (or equivalent) or above;  
• at least one trial on human subjects;
• endorsed or no objection to proceed to further clinical trials or commence sales  of the device

Other biotech products
• will be considered on a case-by-case basis;  
• need to demonstrate it is beyond concept stage;
• appropriate framework or objective indicator for investors to make an informed  investment decision



Why list in Hong Kong?

57
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H i gh  pa r t i c i pa t i on of

Strong fundraising capability

Top 3 globally in IPO funds raised

Rising post-IPO funds raised to 3 times+ of IPO funds

A platform for eminence building for Chinese 
Mainland development/Stock connect with Chinese 
Mainland investors in secondary market

Predictable listing  
timetable

~ 6 - 9 months

International investors 

43% of market 
turnover in past 
decade

Ability to raise  
RMB funds
Follow-on offerings  
Dim-sum bonds

Appetite for  
companies of different 
sizes and industries
Less than

US$0.2b-US$1b+

Why list in Hong Kong?
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Transparent listing review  process

Ability to leverage Chinese Mainland’s economic 
growth and internationalization

Strong, reliable and  
stable legal and  
financial regimes

Advanced clearing  and 
settlement  
infrastructure

Framework for  
cornerstone  
investors

Acceptance of listing of non-standard governance structure and pre-revenue 
and pre-earnings biotech companies

Free flow of capital 
and information

Why list in Hong Kong?



A Hong Kong IPO journey
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Major IPO steps

Decide to go public

Undertake accounting, legal and other due diligence

Prepare prospectus for listing application

Obtain regulatory approvals

Market the shares

Seek for strategic investors where necessary



Performance of HK’s IPO  
market in 2018
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HK’s IPO market continued to break through and form a new IPO  
landscape in 2018

Launched new listing rules

Successfully repositioned 
GEM

Introduced the "New Third  
Board + H Shares" model

Swift listings of two 
mega IPOs with WVR 
structures

Source: Hong Kong Stock Exchange (HKEX) and Deloitte s analysis as at 31 December 2018, excluding proceeds raised from the exercise of over-allotment  options of 16 newly 
listed companies on the MB, which did not announce their price stabilization actions by 31 December 2018.

Successful listings of five 
pre-revenue biotech
companies, including the 
first IPO under the "New 
Third Board + H Shares" 
model

More new economy companies, 
especially the Chinese unicorns 
went public or applied to go public 
in Hong Kong

Rose to be the top global 
IPO market again
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HK’s IPO market benefited from the new listing rules and 
performed well in 2018

16

161
new listings

HK$128.3
billion

2017

Source: HKEX and Deloitte s analysis as at 31 December 2018, excluding proceeds raised from the exercise of over-allotment options of 16 newly listed  companies on the MB, 
which did not announce their price stabilization actions by 31 December 2018.

• The number of new listings hit a new record high 

• The number of MB IPOs returned to the normal level  
which was way higher than that of GEM IPOs

• Funds raised from large IPOs including three new
economy mega IPOs took up for over 70% of the
total proceeds

New listings
+29%

Proceeds raised
+123%

208
new listings

HK$286.6
billion

2018



Applications and listing  
situation of pre-revenue  
biotech companies in HK
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1.CanSino Biologics*
2.MicuRx  Pharmaceuticals

DTT  
5

5 0 %
EY  
3

3 0 %

P w C  
2

2 0 %

2019

Number and distribution of biotech companies that apply for and  
have completed listing under Chapter 18A of MB Listing Rules in  
HK

Source: HKEX, Deloitte s analysis as at 25 March 2019.
* Passed Listing Hearing Total: 10

1.BeiGene - B  
2.Ascletis Pharma - B

3.Shanghai Biotech - Henlius

1.Hua Medicine B
2.Innovent Biologics – B
3.Shanghai Junshi 

Biosciences - B
4.Cstone Pharmaceuticals - B

5. Mabpharm



Typical accounting and 
audit issues

67
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Biotech  
companies

Share-based  
payment  

transactions  
(IFRS 2)

Funding and  financing  
arrangements  (IFRS 9)

R&D expenses  
(IAS 38)

Typical accounting and audit issues

Revenue  
recognition  
(IFRS 15)
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Other  
regulations

Listing rules

Accounting  
standards

Listed  
company

Key disclosure requirements
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Key disclosure requirements - Accounting standards

• Hong Kong Financial Reporting Standards (HKFRS) issued by the Hong Kong Institute of Certified 
Public Accountants (HKICPA)

• International Financial Reporting Standards (IFRS) issued by International Accounting Standards 
Board (IASB)

• Generally Accepted Accounting Principles in the United States of  America (US GAAP) - for secondary 
listing or dual listing in Hong Kong

• EU-IFRS, the IFRS (as adopted by the European Union), for use by EU companies*

For secondary listing in Hong Kong:

• Japan Generally Accepted Accounting Principles (JGAAP)

• Australia Generally Accepted Accounting Principles(Australian GAAP)

• Canada Generally Accepted Accounting Principles(Canadian GAAP)

• Singapore Financial Reporting Standards

• Generally Accepted Accounting Practice in the UK (UK GAAP)
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•Accountants report

•Management discussion and analysis on results of operations and statement of financial 
position items

•Liquidity, financial resources, and capital structure

• Indebtedness statement

•Profit forecast

•Pro forma financial information

•Trading record

• Various other selected financial information in the Summary, Risk Factors, Financial 
Information, Business and Director, “Management and Staff”

•Due diligence review of internal controls - Practice Note 21

Reporting accountants are normally required to give comfort on  
financial information in a prospectus including:

Summary of work performed by reporting accountants in a  
prospectus



Review of working capital 
sufficiency

7
2
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Listing requirements

•A statement by the directors that in their opinion  the 
working capital available to the group is sufficient or, if 
not, how it  is proposed to provide the additional working 
capital thought by the  directors to be necessary.
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* Requirement specific for listing of biotech companies

Proforma wording in prospectus

Working capital

"The Directors are of the opinion that, taking into account [its  internally generated 
and available funds, its currently available  banking facilities and the estimated net 
proceeds of the Global  Offering___ .], the Group has sufficient working capital to 
satisfy [at least 125% of]* its present requirements".

Generally means a period of at least 
12 months following the issue of 
the prospectus



Due diligence review  of 
internal controls - Practice 
Note 21

7
5
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•Sponsors are required to make due diligence inquiries regarding the 
issuer's financial procedures, systems, and controls and to declare to the 
HKEx as to the sufficiency of these processes.

•The review is always outsourced to reporting accountants as well.

Due diligence review of internal controls - Practice Note 21
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Panel
Interview with the 
CFO

Moderator: Bruce Rucks, Deloitte & Touche LLP
Panelists
Andrew Jackson, Ra Medical
Jay File, Evofem
Jill Broadfoot, Emerald Health Pharmaceuticals
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Closing, evaluations, 
and networking lunch

Hiral Shah
Managing Director
Deloitte & Touche LLP
hiralshah@deloitte.com
+1 619 237 6838
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