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VC Disbursements Hit Record
High in 1999

By almost any standard, the Canadian venture capital in-
dustry had a remarkable year in 1999. Most notably, the

industry invested $2.7 billion invested. up by more than $1
billion from last year. The amount of capital flowing into

Ontario-based firms also rose to new records — more than
doubling to almost $1.3 billion.

Disbursements Surge to New Record High
Capital Invested; New vs. Follow-on; Canada
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Underlying the growth in disbursements was a sharp
increase in the number of large deals being done. Of the
989 deals done, 135 involved more than $5 million and to-
gether they absorbed $1.75 billion or 64% of total disburse-
ments. The average size of financing across the industry
rose from $1.5 million in 1998 to $2.75 million as a result.

Follow-on financings accounted for 59% of all deals done
last year, and they absorbed $1.86 billion, or 60% of the total

amount invested by the industrv. This upward trend has been
evident for the past several years, and is likely to continue

since technology companies demand larger and larger
rounds of capital over a shorter span of time to stay com-
petitive. The number of first-time financings completed last
year fell by 15% but the amount of capital invested in these
deals rose by 44% to $1.1 billion. Some 52 large first time
deals each captured an average of $12 million.

Early Stage Activity Continues to be Strong
Investment Activity by Stage; 1999; Canada
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Early stage companies accounted for a substantial 44%
of all deals done and for 35% of the capital invested. Expan-
sion financings were almost as prevalent (41% of the deals)
and they captured 53% or almost $1.5 billion. In the IT sec-
tor in particular, large, follow-on expansion financings are
almost becoming the norm.

While we saw several new seed funds established in
1997 and 1998, last year was the year for incubators. While
these groups will often seed new ideas with a small amount
of capital, they will also quickly move to significant capital
injections if warranted.

Although more capital was invested in every province but
Saskatchewan last year, it was Ontario that drove the industry
totals. The number of financings done with Ontario-based
companies fell slightly (from 273 to 258) but the amount
invested in these firms surged from $531 million to $1.3 billion
last year. The average financing in Ontario was $4.9 million,
which still lags well behind the US average, but is more than
double the average of $1.9 million one year earlier.

The upward march towards increased technology ex-
posure continued through last year, with 68% of all financings

done involving technology companies (up from 62% in 1998)
and these deals attracted $2.2 billion or 80% of disburse-
ments. Computer-related firms attracted $982 million — up
by 250% from the $387 million flowing into the sector one
year earlier. Similarly, the 71 communications deals attracted
$359 million compared with the $150 million invested in the
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. ) Pool of Capital Continues to Grow
Ontario-Based Firms Capture Larger Share Capital Under Management by Investor Type: Canada
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