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Executive summary

Canadian funding falls in Q3’18 for the second-straight quarter, after run up in Q1’18.

Canadian financing and deal activity fall sharply: After a record 127 deals were raised in Q2°18, deal
activity fell to 87in Q3, leading to a 42% drop in funding.

Early-stage deal share increases in Q3’18: Early-stage deals increased to 30% of all Canadian VC rounds, up
from 20% in Q2.

Corporate participation in deal activity increases for the third-straight quarter: Canadian companies
saw funding from corporate investors increase to 39% of all deals in Q3’18, up from 32% in Q2.

Digital Health sector sees funding jump: Canadian Digital Health companies raised $83M in Q3’18, a 168%
increase over Q2 and well above the range for funding in recent quarters.

Canadian Fintech companies see funding rise: Canadian Fintech companies raised $115M in Q3’18, up 31%
from Q2.

Investment in Canadian AI companies falls sharply: Canadian startups focused on artificial intelligence
saw funding drop 35% to $106M in Q3’18, following a 96% run up in Q2.

Canada’s largest funding round comes in at $50M: Canadian startups raised no mega-rounds in Q3’18.
The largest deal was a $50M Series A round.

Funding, deal activity decline in Canada’s largest fundraising markets: Toronto and Vancouver both
saw funding and deal activity decline in Q3’18. Funding declined by 18% in Toronto and by 14% in Vancouver

Note: Report includes all rounds to VC-backed companies. For detailed methodology, please see page 41 of this report.
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Eight-quarter overall financing trend

Canadian VC funding declines for second straight quarter, after record Q1
« VCinvestment in Canadian companies fell 42% to $541M in Q3’18.

« Canadian companies raised 87 deals in Q3’18, declining from a record 127 in Q2.
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Eight-quarter overall financing trend @

The first half of 2018 was record-setting for Canadian
venture capital investment. This quarter's notable
drop off in deal activity is an interesting data point.
While anecdotal evidence suggests there is no reason
for concern, we will be keenly observing funding
trends in the next few quarters as our tech sector
strives to preserve funding momentum.

Michael Dingle, National Technology Industry Leader
PwC Canada
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Deal share by stage

Early-stage rounds jump in Q3’18 to 30% of all Canadian deals
« Early-stage rounds increased as a percentage of Canadian deals, rising to 30%.

« Later stage deals declined to just 2% of all deals, down from 8% in Q2.
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Corporate deal participation

Corporate investment in Canadian startups increased sharply in Q3’18
« Corporate investment in Canadian startups jumped to 39% of all deals, up from 32% in Q2.

« Corporate VC investment has increased steadily in recent quarters, rising from just 17% at the end of
2016 to 39% in Q3’18.

Q4'16 Q1'17 Q2'17 Q3'17 Q4'17 Q118 Q2'18 Q3'18
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Corporate deal participation @

Increased funding activity by both Canadian and
global corporate investors shows the strength of the
ecosystem. The increased involvement corporates in
early stages creates conversation around strategy
evolution; sparking an interesting debate on build,
invest, acquire in the corporate innovation context.

Chris Dulny, Chief Innovation Officer
PwC Canada
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Sectors
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Canada deals and funding by sector
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Deal share by sector

Healthcare deal share increases for the second straight quarter
« The Canadian healthcare sector saw deal share tick slightly higher in Q3’18, rising to 13% of all deals.

« Canadian internet companies saw deal share jump to 42% in Q3’18, up from 33% in Q2.
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Internet eight-quarter financing trend

Internet funding declines for the second straight quarter

« Canadian internet companies raised $256M over 37 deals in Q3’18, as funding and deal activity in
the sector declined for the second-straight quarter.
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Mobile & Telecom eight-quarter financing trend

Mobile & Telecom sector funding falls in Q3’18

« Funding and deal activity in the Canadian Mobile & Telecom space fell to $14M over 8 deals in
Q3’18.

« The drop in funding comes after two unusually large deals in the space in Q2: Ritual Technologies
($70M Series C) and TouchBistro ($54M Series D).
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Healthcare eight-quarter financing trend

Canadian Healthcare sector funding, deal activity decline

« Canadian Healthcare companies raised $45M in Q3°18, the lowest across quarters 7 quarters.
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Healthcare eight-quarter financing trend @

66

While healthcare venture activity declined, this
quarter saw three Biotech investments in the growth
and expansion stages, representing the most

advanced funding rounds in biotech in the last eight
quarters.

Tara McCarville, National Health Industries Leader
PwC Canada

b
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|
Thematic area spotlight: Artificial Intelligence

Al funding falls in Q3’18 after record Q2

« Investment in Canadian AI companies fell in Q3’18 to $106M over 9 deals, following a record Q2.
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Thematic area spotlight: Artificial Intelligence @

66

This quarter, 50 percent of all early stage deals were
artificial intelligence (AI) companies. As we noted
earlier in the year, Canadian Al companies have
advanced due to their early funding and ability to
attract talent to the ecosystem, supporting the
commercialization of these transformational
technologies into real-world use cases.

Christine Pouliot, Partner, Deals
PwC Canada

b
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Thematic area spotlight: Fintech

Canadian Fintech funding increases

« Canadian Fintech companies raised $115M in Q3’18, up from $79M in Q2.
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Thematic area spotlight: Fintech @

66

Five of the twelve Fintech companies funded are
headquartered in British Columbia, solidifying the
province as another hub for Fintech development in
Canada.

Cameron Burke, Managing Director, Technology Sector
PwC Canada

b
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Thematic area spotlight: Digital Health

Funding jumps in the Canadian Digital Health space

« Investment in Canadian Digital Health companies jumped 170% to $83M, the third-straight
quarterly increase in the space.

« Deal activity increased slightly, to 9 deals.

$32 $88 $18 $20 54 $31 $83

Q416 Q1'17 Q2'17 Q3'17 Q4'17 Q118 Q218 Q3'18
mmm [nvestments ($M) —@—Deals
PwC | CB Insights MoneyTree™ Canada Report Q3 2018 All figures in USD 23



|
Thematic area spotlight: Digital Health @

It is encouraging to see a strong rebound in digital
health funding this quarter, driven by a $47M
expansion round to League. With the majority of
deals being at Series A or later stages, we're seeing
more promise in the belief that a heavily regulated
healthcare industry can indeed be digitized.

Shivalika Handa, Managing Director, Corporate Finance
PwC Canada
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Canada: Q3’18 funding by region

' British
Columbia
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\$108M
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Top five markets of Q3’18 by deals

$248M
Avg. deal e o Toronto
size: $11.3M  \§ '

$104M

Avg. deal
size: $6.1M
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size: $6.8M
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Québec City

$14M
Avg. deal
size: $4.8M

$2M 4 .
Avg. deal ) Fredericton
size: $0.8M 3
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Eight-quarter financing trend
Toronto

Deals and dollars decline in Toronto

« Deals and dollars invested in Toronto-based companies declined in Q3’18. Total funding declined
18%, to $248M over 30 deals.
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Eight-quarter financing trend
Vancouver

Deals and dollars decline in Vancouver

« Vancouver-based companies raised $104M in Q3’18, a 14% decline from Q2.

 Deal activity fell by 30% to 21 transactions.
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Eight-quarter financing trend
Montreal

Montreal deal activity, funding decline slightly

« Montreal-based companies raised $95M in Q3°18, a slight decline from Q2.
 Deal activity fell by one, to 16 deals.
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Eight-quarter financing trend
Québec City

Québec City sees funding, deal activity fall

« After a massive Q2, funding in Québec City fell to $14M, closer to its historical range.
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Eight-quarter financing trend
Fredericton

Fredericton deals rise

« Fredericton saw 3 deals in Q3’18, well above the historical range for the city.
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Largest deals in top markets
Trailing four-quarter (Q4°17 to Q3°18)

Toronto Qtr. $M Montreal Qtr. $M Vancouver Qtr. $M
Ritual Technologies Q218 $70 Enerkem Q118 $224 ACL Services Q4’17 $39
ecobee Q118 $61 Lightspeed POS Q4’17 $136 ;2?ﬁ;£?£gg;ation Q4’17 $35
TouchBistro Q218 $54 ?Isegtliz );’;ure Data Qri8 $80 Elastic Path Software =~ Q218 $32
Wealthsimple Q1’18 $51 Breather Q2’18 $46 BuildDirect Q1’18 $28
Wattpad Q1’18 $51 NorStar Space Data Q318 $40 D-Wave Systems Q118 $20

Québec City Qtr. $M Fredericton Qtr. $M

Coveo Q218 $100 Resson Q218 $11

La Maison Simons Q218 $21 Chinova Bioworks Q3’18 $2

Feldan Therapeutics Q3’18 $10 Eyesover Q318 $0.3

XpertSea Q218 $8 Beauceron Security Q318  $0.02

Poka Q118 $8
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Stage of Value

Company Location Sector Industry funding of deal Disclosed investors
Internet
Toronto, ON Internet Software & $50M Insight Venture Partners
’ Services 5] g
Internet BDC Venture Capital, TELUS
Toronto, ON  Internet Software & $47.2M Ventures, Real Ventures, RBC
Services Ventures

Edmonton, AB Industrial Construction $42.5M North American Energy Partners

Aerospace &

Montreal, QC Industrial $40M Government of Québec

Defense
Internet Information Venture Partners,
Toronto, ON Internet Software & $38M Espresso Capital Partners,
Services OpenText Enterprise Apps Fund
Internet )
Georgian Partners, Real Ventures,
Toronto, ON Internet ggit/vivcaer: & $30M G B VTS

OICACACACHD

All figures in USD .
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Investor

BDC* (all)

Anges* (all)

Panache Ventures

Real Ventures

*Includes all venture capital and growth/transition capital arms

PwC | CB Insights MoneyTree™ Canada Report Q3 2018

Location

No. of
Canadian
companies

Select Q3’18 investments

Montreal, QC

Montreal, QC

Montreal, QC

Montreal, QC

Montreal, QC

LoginRadius, LEAGUE

Feldan Therapeutics,
Inversago Pharmaceuticals

FleetOps, InVivo Al

Kooltra, Integrate.ai

Alayacare, DarwinAl

All figures in USD 36



Inmvestor locations (TTM Q4°17—Q3°18)

Canadian investors make up the majority of deals across stages

« Seed and later-stage deals have the highest percentage of Canadian investors, though they are active across stages.

Stage of Location of investors

funding m Canada ®mUnited States ® UK/Europe ®Asia

Seed Total number of seed stage deals: 124
1 61% 31% 6% ﬁ

Early Total number of early stage deals: 908
@ SYAZ 38% 3% 7%

Expansion Total number of expansion stage deals: 46

Later Total number of later stage deals: 35
4 50%

PwC | CB Insights MoneyTree™ Canada Report Q3 2018
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Q3’18 global regional comparison

Global total

3,408 deals

$53.1B invested

All figures in USD
PWC | CB Insights MoneyTree™ Canada Report Q3 2018 *Note: Global and North American data in this section of the report includes equity financings to VC- 39
backed companies only. See methodology slide for methodology in Canadian sections.

For more global data, see the full PwC & CB Insights MoneyTree Report.



Eight-quarter global financing trend

Global VC funding rises amid falling deal activity
* Global funding ticked up 2% to $53B.

» Deals declined compared to Q2, reflecting fewer, bigger deals in the US.

3,756
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*Note: Global and North American data in this section of the report includes equity financings to VC-
backed companies only. See methodology slide for methodology in Canadian sections.

40
For more global data, see the full PwC & CB Insights MoneyTree Report.
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Notes on methodology

PwC Canada (pwc.com/ca/moneytree) and CB Insights (cbinsights.com) encourage you to review the methodology and definitions used
to better understand the numbers presented in this report. If you have any questions about the definitions or methodological principles
used, we encourage you to reach out to CB Insights directly. Additionally, if you feel your firm has been underrepresented, please send
an email to info@cbinsights.com, and we can work together to make sure your firm’s investment data is up to date.

Rankings, e.g. top markets and top sectors, are done by quarterly deal activity (that is, deal count for the given quarter). CB Insights'
global platform converts deal amounts to USD at the market rate current on the date of the specific deal. All figures in this report are in
USD and not in CAD.

CB Insights’ platform updates deal activity as it is made public, including for past quarters. This may result in deal/fundin g totals that
differ from prior reports.

Whatis included:

Canadian companies headquartered in Canada.

Equity financings into emerging companies. Fundings must be to
VC-backed companies, which are defined as companies that have
received equity funding at any point from at least one of the
following: venture capital firms, corporate venture groups, super
angel investors, government entities, or public-private
partnerships.

Fundings of only private companies. Funding rounds raised by
public companies of any kind on any exchange (including Pink
Sheets) are excluded from our numbers, even if they received
investment by a venture firm(s).

Only includes the investment made in the quarter for tranched
investments. If a company does a second closing of its Series B
round for $5M and previously had closed $2M in a prior quarter,
only the $5M is reflected in our results.

Round numbers reflect what has closed—not what is intended. If
a company indicates the closing of $5M out of a desired raise of
$15M, our numbers reflect only the amount that has closed.

Only verifiable fundings are included. Fundings are verified via
(1) various federal and provincial regulatory filings, (2) direct
confirmation with firm or investor, (3) press release, or (4)
credible media sources.

Equity fundings to joint ventures and spinoffs/spinouts are
included, given that they meet the VC-backed criteria.

PwC | CB Insights MoneyTree™ Canada Report Q3 2018

Whatis excluded:

Canadian companies not headquartered in Canada.

No contingent funding. If a company receives a commitment for $20M
subject to hitting certain milestones but first gets $8M, only the $8M is
included in our data.

No business development/R&D arrangements whether transferable into
equity now, later or never. If a company signs a $300M R&D
partnership with a larger corporation, this is not equity financing nor is
it from venture capital firms. As a result, it is not included.

No buyouts, consolidations, or recapitalizations. All three of these
transaction types are commonly employed by private equity firms and
are tracked by CB Insights. But they are excluded for the purposes of
this report.

No private placements. These investments, also known as PIPEs
(private investment in public equities), are not included even if made by
a venture capital firm(s).

No debt/loans of any kind (except convertible notes). Venture debt or
any kind of debt/loan issued to emerging startup companies, even if
included as an additional part of an equity financing, isn’t included. If a
company receives $3M with $2M from venture investors and $1M in
debt, only the $2M is included in these statistics. No secondary markets
deals are included.

Grants or loan financings by the federal government, provincial
agencies, or public-private partnerships to emerging startup companies
are not included (only equity financings).

No fundings to subsidiaries of a larger parent corporation. 42
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