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Transactionvolumes declined as
buyers and sellers await greater
macroeconomic clarity.
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The Carta liquidity report: Q3 2022

The headwinds battering the global economy caught up with the secondary marketin Q3. Continued
uncertainty overinflation, Russia’s war on Ukraine, rising interest rates, sinking stock prices, snarled supply
chains, and the strength of the the U.S. dollar relative to other currencies combined to bluntinvestor confidence
and slow secondary activity on Carta over the past three months, following several annual cycles of steady
growth. The number of transactions completedin Q3 fell 51% compared to Q2.

Nevertheless, total deal count for 2022 isroughly equivalent to the number of deals completed in the first three
quarters of 2021. There have been 77 secondary transactions on Carta as of September 30 this year, with a
combined value of $2.8 billion and involving more than 7,000 total buyers and sellers.

Cumulative liquidity programs on Carta by year Q3 Highlights

2020 2021 2022

$336M
$308M

1,092

33%

Q1 Q2 Q3 Q4 ]4%

Markets have been volatile for most of the year. But earlier optimism that the economic impacts from that
volatility might be short-lived is dwindling, replaced by a growing expectation among investors and companies
that inflation, geopolitical disturbances, and high interest rates might linger wellinto next year.
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Secondary deals are still getting done at fairly discounted valuations for quality private companies that
demonstrate sustainable growth, large addressable markets, and long-term competitive moats. But overall
activity has slowed and deal volumes have declined for two reasons. First, venture capitalists and other
investors have taken a more cautious stance oninvestingin new startupsinresponse to economic
uncertainties. (Carta data shows that capital commitments to venture fund entities, aleading indicator of

private company fundraising, [fell in Q2 and declined furtherin Q3: As of October 28,2022, capital

commitments are down 71% quarter-over-quarterin Q3 and 84% year-over-year.) In addition, public market

fluctuations anddeclining late-stage private valuationghave created widening price expectations between

buyers and sellers.

Potential buyers are seeking prices that correspond to lower valuations for comparable companiesin the
public markets, while some would-be sellers are hesitant to part with their holdings at a discount from their
most recent post-money valuation. As a result, many companies seeking near-term secondary liquidity are
choosing to delay transactions. Others are choosing to buy back sharesin the absence of committed buyersin
company-structured transactions.

Both sides remain tentative for now, but the balance of power has shifted in favor of buyers, owinginpartto a

building belief that|nflatedvaluationd of the past few years have reset.

Secondary deal volume, deal size, and seller participation may depend on how long investors and sellers
believe the downturn will last.

The same trends restraining secondary activity have also stifled the public markets. While 2021 waslhe most|

ucrative year ever for global IPOd, all but one of the 50 U.S. tech companies to debut that yearaw their prices|

dip by more than 2094 after going public. That poor performance has left Wall Street on pace tolog one of the

worst yvears for PO proceeds in three decadeg—andit’s caused investors to look more skeptically at pricesin

secondary deals.

Investors aren’t necessarily waiting for the broader market to return toits 2021 highs before ramping back up

their secondary activity. Many are [nvesting opportunisticallyynow as they await greater macroeconomic

clarity. But they would like to feel more confident about the immediate future before dipping too farinto their
dry powder.

The Carta liquidity team s here to help you and your company navigate the evolving private markets.

Write to us aticompany_coverage@cartacapitalmarkets.com.



https://carta.com/blog/emerging-managers-vc-fundraising-q2-2022/
https://carta.com/blog/state-of-private-markets-q2-2022/#:~:text=Late%2Dstage%20post%2Dmoney%20valuations
https://techcrunch.com/2022/07/01/most-startups-were-overvalued-before-2021-and-now-its-causing-problems/
https://www.bloomberg.com/news/articles/2022-06-16/private-equity-faces-crisis-of-value-over-inflated-prices
https://www.renaissancecapital.com/review/2021USReview_Public.pdf
https://www.renaissancecapital.com/review/2021USReview_Public.pdf
https://www.cnbc.com/2021/12/07/tech-ipos-a-bad-bet-in-2021-all-but-one-in-bear-market-territory.html
https://www.cnbc.com/2021/12/07/tech-ipos-a-bad-bet-in-2021-all-but-one-in-bear-market-territory.html
https://www.renaissancecapital.com/review/3Q22USReview_Public.pdf
https://www.secondariesinvestor.com/industry-ventures-aims-to-fish-in-well-stocked-pond/
mailto:company_coverage@cartacapitalmarkets.com
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Which companies are choosing liquidity?

Value of liquidity programs by quarter and year

® 2020 2021 2022
$1,156M
$430M $488M
| |
N
Q1 Q2 Q3 Q4

Liquidity transactions by stage

Among Carta cap table companies, late-stage companies have historically been the most active in terms of the
number of secondary transactions they conduct. These more mature companies are more likely to have
long-term shareholders who are hungry for liquidity. While companies at Series E or later continue to lead in
number of transactions for the trailing 12 months, representing 25% of all transactions, thisis aldrop from 31%
forthe one-year period ending June 30, 2022.

Over the last several quarters, secondary activity shifted toward early-stage companies. So far this year,
companies executing a secondary deal with Carta have been more likely to be coming off a Series B round than
any other stage. This movement toward the earlier stages accelerated in Q3, with more transactionsinvolving
Series Acompanies than Series E+.

The distribution of programs by post-money valuation remained consistent with the prior one-yearrolling
period, with a median company valuation for companies seeking liquidity falling in the $1.0B-$2.5B range.


https://carta.com/blog/carta-liquidity-report-q2-2022/
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ST : OCTOBER 2021—
Liquidity programs on Carta by stage and valuation SEPTEMBER 2022
Mostrecentroundraised Post-money valuation
SERIES A $1-250M
$250M-500M
SERIES B
$500M-1B
SERIES C
$1B-2.5B 30%
SERIES D
$2.5B-5B
SERIES E+ 25% $5B+

Liquidity transactions by valuation
Over the past 12 months, companies valued at $1B or higher accounted for 52% of all secondary transactions on Carta.

Looking at just Q32022, however, we find additional evidence of a shift toward earlier-stage companies
transacting at lower valuations. More than a quarter of all secondary transactions in the past three months came
from companies valued at $250M or less.

OCTOBER 2021—

Percent of company transacted by valuation SEPTEMBER 2022
Median percent of company transacted Median transactionsize

$1-250M 4.4% $1-250M $9M
$250M-500M 3.0% $250M-500M $10M

$500M-1B 3.0% $500M-1B $19M
$1B-2.5B 0.9% $1B-2.5B $14M
$2.5B-5B 0.9% $2.5B-5B $33M
$5B+ 1.4% $5B+ $85M
VALUATION VALUATION

Companies valued at $5B or more had far and away the largest median transaction size over the past 12 months,
at $85M. Among companies valued at less than $250M, the median amount of the company that changed
hands was 4.4% in transactions over the last 12 months.

Companies worth more than $5B saw a higher median percent transacted than companies valued between $1B
and $5B over the past 12 months. This signals the growing liquidity needs private companies as they mature past
the timeframe that early investors expected for a public exit.
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Which industries are using liquidity?

Liquidity programs by industry
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OCTOBER 2021—
SEPTEMBER 2022

OTHER TECH 5%

INTERNET & MEDIA
14%

HEALTHCARE
10%

HARDWARE
6%

FINTECH 16%

SaaS
49%

Total transacted Median amount Average Total Mean transaction

Industry value transacted participation rate sellers size perseller
[ SaaS  $2,944M $23M 49% 6,039 $487K
FINTECH  $1,319M $30M 57% 1,707 $773K

INTERNET & MEDIA  $664M $10M 51% 2,808 $236K
HEALTHCARE  $430M $38M 48% 935 $460K

o HARDWARE  $100M $12M 62% 674 $148K
o OTHERTECH  $24M $3M 33% 72 $327K

Secondary transactions remain most popularin the SaaS sector, which was home to nearly half of all liquidity
programs and total sellers over the trailing 12 months as of September 30, 2022. SaaS includes various subsectors
of the software-as-a-service market (such as enterprise and marketing, security, ed tech, and internet of things,
among other software subsectors) but excludes businesses that self-identify as fintech companies.

Overall participation by industry segment (in terms of number of secondaries transacted)is largely unchanged

from the one-year period ending June 30, 2022.

Otherindustry highlights from the past 12 monthsinclude:

» Healthcare saw the highest median transaction size, at $38M, followed by fintech at $30M.
e The highest participationrate among eligible sellers was in hardware, at 62%. Fintech and internet & media

were the only other sectors to surpass 50%.

o The average transaction size per sellerin fintech secondaries was $773,000, nearly 59% higher than any

otherindustry.


https://carta.com/blog/carta-liquidity-report-q2-2022/
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How much value is changing hands?

Liquidity programs by offered and transacted value SoropER 202l
Amount offered by investors (median: $25M) Amount transacted (median: $19M)

UNDER $25M 48% UNDER $25M 58%
$25-50M $25-50M

$50M-100M $50M-100M

OVER $100M OVER $100M

Inline with broader market activity, the secondary market trended toward smaller transactions in Q3. As of June 30,
the median amount offered over the past one-year period was $35M. As of September 30, it was $25M. This
subsequently led to areductionin actual money transacted over the trailing 12 months from $24Min Q2 to $19Min Q3.

Deal sizes fell across all sectors over the past year, a clearindication of how the broader financial market has shifted
from the roaring optimism of 2021 to the widespread caution of 2022. The SaaS industry looked like a potential
exceptionin Q2, butthe median transaction size fellbackinline with general trends in Q3.

Subscriptionrates

Offervalues and subscription

® OFFER VALUE PER TRANSACTION (MEDIAN) 94%
@ SUBSCRIPTION RATE (MEDIAN)

4\92.0/0
97%*

76%
? 72%

2021 Q1 2021Q2 2021Q3 2021Q4 2022 Q1 2022 Q2 2022 Q3
*Q2 2022 subscriptionrate revised from 95% in Q2 report to 97%

The median subscriptionrate dipped slightly in Q3: Half of secondary transactions on Carta saw sellers meet
92% ormore of the demand from buyers—a decline of 5% from Q2. The subscriptionrate is still higher than
any quarter prior to the start of 2022.

These relatively high subscriptionrates suggest it may be easier for buyers to acquire the shares they desire in
2022 thanithasbeeninyears past.
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Who 1s choosing to sell equity?

Seller participation on Carta

® NUMBER OF SELLERS PER TRANSACTION (MEDIAN) 57%

@ PARTICIPATION RATE (MEDIAN)

41%

2021 Q1 2021Q2 2021Q3 2021Q4 2022 Q1 2022 Q2 2022 Q3

Although Q2 2022 saw both the median participation rate and the median number of sellersin a secondary
transaction soarto new highs, those figuresreversedin Q3, with the median seller count falling to its lowest
pointinthe past two years. One cause could be that Q3 brought anincrease in the percentage of secondary
deals that involved all or mostly investors.

Seller participation by most recent round SEPTEMBER 2092

Median seller participationrate Median number of sellers

51was the median number
51 — of sellers pertransaction
at Series Acompanies

SERIES A 72 %

SERIES B

SERIES C

SERIES D

SERIES E+ 98

DISCLOSURE: This publication contains general information only and eShares, Inc. dba Carta, Inc. (“Carta”), and its affiliates, are not, by means of this publication, rendering accounting, business, financial, investment, legal, tax, or other professional advice or services.
This publication is not a substitute for such professional advice or services nor should it be used as a basis for any decision or action that may affect your business or interests. Before making any decision or taking any action that may affect your business or interests,
you should consult a qualified professional advisor. This communication is not intended as a recommendation, offer or solicitation for the purchase or sale of any security. Carta does not assume any liability for reliance on the information provided herein. This report
includes aggregate statistics of transactions on Carta, Inc. and CartaX. All product names, logos, and brands are property of their respective owners in the U.S. and other countries, and are used for identification purposes only. Use of these names, logos, and brands
does not imply affiliation or endorsement. © 2022 eShares, Inc., dba Carta, Inc. ("Carta"). Carta Capital Markets, LLC, member FINRA/SIPC. All rights reserved. 8
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The median participationrateis far higher at Series Athan at later stages, while the median number of sellersis
highest at Series E+. This dynamic—more sellers, but a lower participation rate—demonstrates that the pool
of eligible sellersis usually larger at later-stage companies. Some eligible shareholders may choose to hold
onto their shares because they believe an IPO isimminent once market conditions improve.

Tender offer seller composition
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In most tender offers, the majority of sellers are employees. The percentage of tender offers in which all sellers
are employees has increased significantly year-over-year—and the percentage in which all sellers are outside
investors has declined.

In some cases, companies are arranging secondary transactions as a benefit to longtime employees who are
eager forliquidity—particularly companies that might have been planning an exit before the economic downturn
of 2022. Onthe whole, tender offers have grown more likely to include mostly or all employees over the past year.



carfa

Q32022 LIQUIDITY REPORT

Law firms enabling liquidity programs on Carta

® 2020 @ 2021 @ YTD2022

Fenwick

Gunderson Dettmer
Cooley

Latham & Watkins
Wilson Sonsini
Goodwin Procter
WilmerHale
O’Melveny & Myers
Perkins Coie

Orrick

Lowenstein Sandler
DLA Piper

Fox Rothschild
Kastner Gravelle
Magnolia Law
Nelson Mullins

K&L Gates

Morrison & Foerster
Sidley Austin
Manatt Phelps & Phillips
Paul, Weiss

Willkie Farr & Gallagher

Firms with one program*

Formore data insights, signup for

Learn more about Carta’s liquidity programs at

10

Carta’s data newslettel.

20 30 40

*Firms enabling one programin 2020, 2021,and YTD 2022.

carta.com/liquiditylor write to us at

company_coverage@cartacapitalmarkets.com.

DISCLOSURE: This publication contains general information only and eShares, Inc. dba Carta, Inc. (“Carta”), and its affiliates, are not, by means of this publication, rendering accounting, business, financial, investment, legal, tax, or other professional advice or services.
This publication is not a substitute for such professional advice or services nor should it be used as a basis for any decision or action that may affect your business or interests. Before making any decision or taking any action that may affect your business or interests,
you should consult a qualified professional advisor. This communication is not intended as a recommendation, offer or solicitation for the purchase or sale of any security. Carta does not assume any liability for reliance on the information provided herein. This report
includes aggregate statistics of transactions on Carta, Inc. and CartaX. All product names, logos, and brands are property of their respective owners in the U.S. and other countries, and are used for identification purposes only. Use of these names, logos, and brands

does not imply affiliation or endorsement. © 2022 eShares, Inc., dba Carta, Inc. ("Carta"). Carta Capital Markets, LLC, member FINRA/SIPC. All rights reserved.
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https://carta.com/subscribe/data-newsletter-sign-up/
http://carta.com/liquidity
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Methodology

Carta helps more than 32,000 primarily venture-backed companies and 2,100,000 security holders manage
equity. Ourliquidity report examines trends in secondary liquidity to promote transparency and to help
investors, companies, and employees make informed decisions.

The data presented in this liquidity reportinclude snapshots as of September 30, 2022, of tender offers and
other secondary trades conducted by Carta. With the exception of the list of law firms enabling liquidity
programs, data used in this study is aggregated and anonymized.

Transactions are reported based on their settlement date. Historical data may change in future studies due to
administrative lags for transactions to be recorded in Carta, or to reflect calculation updates and corrections.
Industry groupings are based on self-reported industry information, which Carta completed and normalized
forthe purpose of this study.

11
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