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Startups already crippled
by tech recession will
struggle to find support
post-SVB

Article

The trend: Silicon Valley Bank’s (SVB) collapse has shaken the startup ecosystem.
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" The bank’s 40,000 customers are mostly tech companies, including about half of US startups,
per Wired.

" Some startups are seeking to open accounts at multiple banks including major ones like
JPMorgan Chase and Bank of America.

" Asthe FDIC seeks a buyer for SVB, startups are left without an institution with a long track
record of providing low-cost financing to young companies and demonstrating forgiving
policies to struggling ones.

Our poorly steered economy: The tech industry is bearing the brunt of consequences of
federal monetary policy, including banking deregulation under the Trump administration and
the Fed's ongoing interest rate hikes that made conditions ripe for SVB’s collapse.

* Just last week, the Fed considered increasing the pace of rate hikes.

" The bullish hikes do little to address the underlying causes of high inflation, including
corporate price gouging, supply chain disruptions, the war in Ukraine, and climate change.

* Inlight of the SVB collapse and inflation cooling slightly in February, the Fed is now pausing

rate hikes, which should alleviate some fallout for the tech industry.

Startups under duress: The SVB failure is another blow to startups that were already facing
difficult fundraising conditions, with many resorting to layoffs.

" In 2022, startups globally raised 35% less than they did the previous year, per Crunchbase.

" US regulators have assured SVB depositors that they’ll have access to their cash, but SVB’s
role in the startup community could be difficult to replicate.

* Despite the Fed’s interest rate hike pause, there’s no guarantee that it won’t resume its
course after assessing the financial sector’s stability.

" We can expect reduced startup creation, more budget cuts, and higher risk of startup
failures until SVB’s shoes are filled.
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https://content-na1.emarketer.com/startups-laid-off-3-000-workers-january
https://www.wired.com/story/silicon-valley-bank-collapse-fallout/
https://www.geekwire.com/2023/silicon-startup-founders-and-investors-on-the-impacts-of-svbs-meltdown/
https://www.theinformation.com/articles/svbs-failure-means-easiest-money-for-startups-is-gone?rc=simxn1
https://apnews.com/article/inflation-federal-reserve-interest-rates-powell-unemployment-79b7ead4530ab381a17638a6c9df2d90
https://www.nbcnews.com/business/business-news/svb-collapse-cpi-report-us-economy-rcna74747
https://news.crunchbase.com/venture/global-vc-funding-slide-q4-2022/

Level of Trust in Select Financial Services
According to Adults Worldwide, Dec 2021
% of respondents

Traditional banks
24% 6% 4%

Digital wallets
9% 6%

Digital-only banks

Sustainable investments

Cryptocurrencies

H Completely trust I Neither trust nor distrust [l Completely distrust
W Somewhat trust B Somewhat distrust

Note: numbers may not add up to 100% due to rounding
Source: YouGow, “The Future of Financial Services: A Global Exploration of Evalving Trends in
the Financial Services industry,” March 30, 2022
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Related content:

* Silicon Valley Bank at the epicenter of potential banking crisis

" SVB's downfall creates payment anxieties among startups

* Silicon Valley Bank collapse puts lenders on edge and startups at risk

This article originally appeared in Insider Intelligence's Connectivity & Tech Briefing—a daily
recap of top stories reshaping the technology industry. Subscribe to have more hard-hitting

takeaways delivered to your inbox daily.

* Areyou aclient? Click here to subscribe.

" Want to learn more about how you can benefit from our expert analysis? Click here.
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