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U.S. VENTURE-BACKED COMPANY VALUATIONS 
AT HIGHEST LEVEL SINCE 2001 

According to VentureOne, Early-Stage Investments and Health-Care Deals Lead Rise.

SAN FRANCISCO (March 3, 2005)—Valuations of U.S. venture-backed companies rose to $13 million in 2004, according to VentureOne, the publisher of VentureSource and a unit of Dow Jones Newswires. This is the highest overall median premoney valuation since 2001, and an increase from the $10 million annual median posted for 2003.


Because of the increased level of early-stage venture-capital investing, companies receiving first rounds of financing posted their highest premoney valuations since 2002. Specifically, companies receiving first-round financing had a median valuation of $5.5 million in 2004, compared to $4.8 million in 2003. 

“These higher valuations were the result of investors showing continued interest in initial financing for health-care and information-technology companies,” said John Gabbert, vice president of worldwide research at VentureOne. “Both categories saw significant investment growth in 2004 at the early-stage level, and that is being reflected in the value investors are placing on these innovative start-ups.” 

He continued, “The more than $17 billion in new funds raised in 2004 also may have contributed to the increase in valuations for these early-stage companies as investors appeared to compete for the most promising investment opportunities.”

Of note are valuations within the health-care category.  

Led by biopharmaceutical investing, the health-care category posted an overall annual median of $21 million—the highest among the major industry categories. First-round health-care companies were valued at $7 million for 2004—an amount on par with 1999 valuations. This was helped by a surge in the second half of the year when the median valuation for first-round health-care companies surpassed $9 million, higher than any point since the third quarter of 2000.

Information-technology companies also fared well at the early stage, with valuations for first-round financing of IT companies rising in 2004 among every IT segment except semiconductors. 

Compared by round class, companies receiving later rounds of financing also were valued highly, at $29 million for the year—which is the highest annual valuation for this round class since 2001 and represents an increase from the $19.9 million valuation in 2003. 

“In particular, later-round valuations for software and biopharmaceutical companies increased significantly when compared to 2003, in part driven by improved liquidity prospects for those industries,” Mr. Gabbert said. “Specifically, biopharmaceutical companies receiving a later round were valued at $56.7 million in 2004, compared to $41.7 million in 2003. Software companies receiving a later round were valued at $19.4 million, compared to $14 million in 2003.”

Companies receiving second rounds of financing posted flat valuations at $13 million—a valuation that has been consistent since 2002.
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