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Message

from the

3 Executive
Vice President,

BDC Capital

BDC is pleased to release the 2026 edition
of Canada’s Venture Capital Landscape
report at a pivotal moment for Canada’s
economy and the venture capital (VC)
ecosystem.

The past year was marked by continued
uncertainty and profound geopolitical shifts
that brought to the forefront the growing
Imperative to build Canada’s economic
Independence, security and sovereignty.

Against this complex macroeconomic
backdrop, our report combines internal and
external industry data to provide a detailed
overview of the evolving state of Canada’s
VC ecosystem.

Market dynamics reflected greater
selectivity and concentration, with capital
increasingly deployed in fewer, larger
transactions, continued reliance on foreign
capital, and constrained liquidity.

At the same time, the long-standing gap
between company inception and company
scale up widened significantly, with both
deal volumes and investment values
declining sharply at Series A, a critical
moment for companies seeking to graduate
to commercialization.

Genevieve Bouthillier

Executive Vice President,
BDC Capital

These trends have a profound impact on
the innovation ecosystem and the economy.

A thriving VC industry is a key engine for
Canada’s prosperity, especially at a time

when we need more champions to build

our own economic sovereignty right here
at home.

Canada’s VC ecosystem
generates start-ups
efficiently but increasingly
lags In helping them
graduate into larger,
growth-stage firms. As we
continue the momentum
In company formation,

we need to also focus

on scaling to capture the
value that growing, mature
firms generate.



Message from the Executive
Vice President, BDC Capital (cont.)

If high-growth, maturing firms are lost, 3. Trailblazing
Canada misses both the value they would . .
have injected into the economy and the In line with our role as Canada’s

returns on the early-stage investments that ~ development bank, we pioneer initiatives
helped build them. Let’s be clear. We need  that address gaps in underserved sectors,

these firms to grow and stay in Canada. stages and communities. One recent
, , , , example is our Thrive Entrepreneurship
Despite this challenging environment, some through Acquisitions Fund to support

meaningful opportunities emerged in 2025.  psiness acquisition and operation by
Large-scale initiatives and structural shifts  canadian women at a time of critical

including a strategic focus on defence, intergenerational opportunity, as many
significant artificial intelligence (Al) business owners prepare to transfer their
advancements, and a wave of business businesses over the coming years.

transitions are creating new growth

pathways for investors and innovators alike. BDC Capital will continue to monitor
market dynamics closely and work in

Recent federal budget announcements, collaboration with industry partners. We
including a $1-billion Venture and Growth remain focused on strengthening market
Capital Catalyst Initiative and a proposed  fynctioning, supporting fund manager
addl’glonal $75.0—m|II|on envelope, signal capacity, and enabling private capital
continued policy support for market participation at scale. We know that
liquidity. stronger returns attract more private

capital, both domestic and international,
and ultimately expand exit opportunities,
liquidity and innovation growth.

As Canada’s most active VC investor in
terms of number of transactions, BDC
Capital is stepping up to meet this
Important moment. In response to a

changing environment, we have evolved Ensu I’ing the continued
our investment approach and are now more Strength and reSiIience Of

focused than ever on our catalyst and

countercyclical roles to enhance VC the VC ecosystem IS not
competitiveness and sustainability. Our optional It iS essential to
J

Investment strategy is guided by three

essential pillars: Canada’s future prosperity,
1. Making Canada win productivity and economic
sovereignty.

To boost our national competitiveness and
sovereignty, we are doubling down on
strategic sectors such as the defence
sector, including deep technologies with
dual-use applications. We also launched a
new $150-million Life Sciences Venture The VC ecosystem is Canada’s innovation
Fund, an area of strong potential for Canada powerhouse, and it can make a real

that still faces capital availability challenges. difference at this critical juncture in our
history. Ambitious Canadian entrepreneurs

We hope this report will inform
conversations and decisions and, above all,
meaningful action.

2. De Ivering performance are driving innovations and building world-
and impact class companies. It is imperative that we
mobilize as an ecosystem to provide them
We are complementing the ecosystem’s with access to capital throughout their
strengths and crowding in more private journey, from inception to scale up and exit.

capital. Building on our catalyst role in the
market, we are increasing our focus on
indirect investment, by backing fund
managers at every stage of their journey,
from emerging to established. 4


https://www.bdc.ca/en/about/mediaroom/news-releases/bdc-launches-a-150-million-life-sciences-venture-fund
https://www.bdc.ca/en/about/mediaroom/news-releases/bdc-launches-a-150-million-life-sciences-venture-fund
https://www.bdc.ca/en/bdc-capital/venture-capital/funds/thrive-platform/thrive-entrepreneurship-through-acquisition-fund
https://www.bdc.ca/en/bdc-capital/venture-capital/funds/thrive-platform/thrive-entrepreneurship-through-acquisition-fund

Executive summary

The year 2025 marked the start of a
significant shift in the Canadian economy.
The imposition of tariffs, geopolitical
pressures and heightened uncertainty had a
strong impact on economic growth and
business sentiment. They also brought to
the forefront the need for action to
reinforce Canada’s economic resilience and
iIndependence.

The VC ecosystem also reached a structural
turning point.

Activity remained subdued, with
investments posting a 6% decline in 2025
compared with the previous year but
holding the $8 billion-mark.

The deal volume decline was more
pronounced at 12%, as the market was
driven by a few, big-ticket deals. The top 10
disclosed deals accounted for 49% of all
Investments.

Investor appetite for Al' remained strong
claiming almost half of all dollars invested.
The information and communication
technology (ICT) sector continued to
dominate both deals and capital. Toronto
emerged as Canada’s ICT hub, Montreal
led the life sciences rounds, while
Vancouver captured the largest share of
the energy and clean technology (ECT)
Investments.

Start-up formation was resilient, but capital
was increasingly concentrated in fewer,
larger rounds, indicating that investors are
doubling down on a narrow pool of
perceived winners. Early to late-stage
financing remained dependent on foreign
participation, particularly from the U.S.

Limited exit activity delayed realizations,
weakening fund performance and
distributed to paid-in capital (DPI),
pressuring fundraising and the availability
of domestic follow-on capital.

1 Based on PitchBook’s definition. Includes Al and machine learning (ML) companies developing technologies that use large data sets to analyze

information and make decisions based on probability and statistical analysis.

Persistent scale-up gap

Inherently, the long-standing gap between
company creation and company scale also
widened. The scale-up gap manifests at
two distinct inflection points. At Series A,
declining deal counts reflect heightened
selectivity and a more difficult transition
from seed to commercialization. At late
and growth stages, the challenge becomes
structural: limited domestic capacity to
anchor large rounds and weak exit
pathways constrain companies’ ability to
scale within Canada.

This imbalance matters and has
far-reaching implications.

Limited domestic scale capital and delayed
exits weaken capital recycling, put pressure
on performance and reduce the
ecosystem’s capacity to retain business
ownership, talent and intellectual property
as companies mature. Growing companies
are among the most powerful economic
engines of innovation, jobs and wealth.
They could play a key role in tackling some
of Canada’s most pressing challenges,
including struggling productivity and more
recent questions around economic
sovereignty. Failing to capture the full
benefits that these companies generate
could have significant repercussions on the
country’s growth potential.

On the other hand, heavy reliance on
foreign capital for larger, early to later-stage
deals can translate into weaker later-stage
capacity for Canadian investors and risks
making the tech ecosystem vulnerable to
external market shifts.

This is a key moment

for domestic investors

to expand early and
later-stage funding to local
Innovators and ensure

we retain more value and
wealth in Canada.



Executive summary (cont.)

Entrepreneurship
migration share doubled In
the past decade

A prevalent viewpoint in Canada suggests
that a substantial number of Canadians are
emigrating to the United States, potentially
causing a notable brain drain and impacting
the economy. To assess this perspective,
we examined both permanent and
temporary migration patterns from

Canada to the U.S.

Our analysis reveals that permanent
migration to the U.S. has been gradually
decreasing in recent years; however,
temporary migration via entrepreneurship
has shown an upward trend.
Entrepreneurship visas granted to
Canadians over the 2015-2024 period
represented 3.4% of Canada’s
entrepreneurial population—an increase
from 1.7% in the previous decade.?

2 Entrepreneurial population represents self-employed incorporated with/without employees.

Although the overall scale remains limited
relative to Canada’s entrepreneurial
population, the increasing trend warrants
attention. While this trend does not indicate
a large-scale or irreversible outflow of
entrepreneurs, it highlights emerging
pressures at key moments in the company
creation and scaling journey. These findings
highlight the need to enhance opportunities
for entrepreneurs to develop and thrive
within Canada, especially at a time when its
economic sovereignty is increasingly being
challenged.

Canada’s VC ecosystem at a
critical juncture

Despite numerous challenges, the Canadian
VC industry demonstrated resilience in
2025. Our analysis revealed a clear and
pressing need for the ecosystem to adjust
and provide essential liquidity, ensuring that
more Canadian companies can grow,
remain anchored, and generate value and
wealth within Canada.



Capital deployment

Capital deployment in Canada increasingly
reflects a more selective market across
stages and sectors. Investors are
concentrating capital in a smaller number of
perceived winners, which results in fewer
but significantly larger financings. This
behaviour reinforces the graduation gap at
scale and magnifies reliance on foreign
capital at later stages—dynamics that recur
throughout this report.

Al, big rounds and
foreign capital
driving investments

Al claimed nearly half of all
iInvested dollars

VC investment in Canada managed to hold
the $8 billion-mark in 2025, posting a slight
decline of 6% compared to 2024 (Figure 1).
The decline in deal count was sharper at 12%,

continuing the trend of investments going in
fewer companies with bigger cheque sizes.
The top 10 disclosed deals accounted for
49% of VC investments and only 1.8% of the
deal count, continuing the trend of the
previous year.

Similarly, the share of Al investments
continued to expand, accounting for 48% of
all capital deployed, according to PitchBook
data, an expansion of 5 percentage points
over the previous year.

This skewed Canadian funding landscape
mirrored the global investment picture in
terms of capital concentration in 2025,
global VC activity was up 36%, to US$425
billion,* marking the third-best year in a
decade, after the peaks of 2021 and 2022.
About 20% of global VC investment was led
by five Al companies—OpenAl, Scale

Al, Anthropic, Project Prometheus and xAl,
each raising more than US$5 billion during
the year.*

Figure 1: Evolution of VC activity in Canada
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Sources: CVCA, BDC analysis

3 Crunchbase

4 Gené Teare, “Global Venture Funding In 2025 Surged As Startup Deals And Valuations Set All-Time Records,” Crunchbase News, January 7, 2026.
Accessed April 13, 2026. https:/news.crunchbase.com/venture/funding-data-third-largest-year-2025/
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A selective market: Investors Conversely, mega deals—transactions

. - exceeding $50 million—represented just
dOUblmg down on winners 5% of all deal activity but contributed

two-thirds (66%) of deployed capital

Investors increasingly targeted fewer, (Figures 2 and 3)

higher-quality deals, prioritizing companies

with strong growth potential. The $5 to $20 million transaction range was
. more balanced, with both deal count and
Deals under $5 million value shares in the double digits. The capital
Imbalance started to show up again in the
represented more than $20 to $50 million transactions, with

tWO-‘thirdS Of tra nsaCtiOn volumg share in singlg pligits and value
Volume bUt only 7%, Of the share in the double digits.

)
total capital invested.

Figure 2: VC investment activity, by deal sizes (deal count)
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Figure 3: VC investment activity, by deal sizes (dollars invested)
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Heavy reliance on
foreign capital

Canadian-only investor syndicates drove
deal counts, accounting for roughly 55% to
70% of transactions between 2019 and
2025. However, syndicates with foreign
participation dominated in terms of capital
deployed, contributing between 75%

and 85% of total VC dollars during the
same period (Figure 4).

Canadian-only syndicates supply a
substantial share of total dollars in the

$1 million to $20 million deals range
(roughly 40-60% across years). In the

$20 million to $50 million rounds,
syndicates with foreign participation
become the dominant source of capital,
consistently accounting for the majority of
deal value, while the Canadian-only investor
share drops to under 30%. This
concentration intensifies in the $50M+
deals, where syndicates with foreign
participation capture the majority of
capital—often 80—-90%—and Canadian-
only participation falls to low double

digits or less.

Canadian start-ups are
mainly funded by domestic
capital at formation but
Increasingly depend on
syndicates involving foreign
Investors as they grow.

This reliance on foreign capital—especially
from the U.S.—has significant implications
for the Canadian economy, from increased
vulnerabilities to external shocks and the
possibility of foreign capital pulling back
amid global headwinds, to more structural
and long-term risks.

In the absence of meaningful late-stage
domestic funding, the Canadian economy
may lose intellectual property, high-value
jobs and wealth if VC-backed companies
move abroad or are acquired by foreign
buyers. High-growth, established firms tend
to make a larger contribution in terms of
employment, innovation, productivity and
overall wealth creation. If these firms are
lost, Canada will miss out on the value they
would have injected into the economy and
the returns on the early-stage investments
that helped build them.

Figure 4: Foreign and Canadian investors only participation,

by deal count and capital invested

e (Canadian investors only === Foreign participation
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Note: Foreign investor participation pertains to transactions involving at least one foreign investor, which may or may

not include Canadian investor participation.



Toronto captured over half
of VC investments

The concentration of capital in the four
metropolitan hubs of Toronto, Montreal,
Calgary and Vancouver continued to
Increase, with capital deployment in these
cities accounting for 82% of total
investments in Canada in 2025 (Figure 5).
The deal count remained strong at 36%
outside the major metropolitan centres.

Toronto captured more than half of all VC
investments, a significant increase from
previous years, when its share was closer to
one-third of the country’s total. Four of the
top five disclosed deals were based in
Toronto - Waabi, Cohere, Wealthimple
Financial and Beacon Software—
accounting for $2.6B and 62% of the city’s
VC investment.

Figure 5: 2025 VC activity within metropolitan hubs

‘ Toronto

Deal count

Sources: CVCA, BDC analysis

Toronto also shows a clear structural shift
toward larger rounds, with an average deal
size rising from $10 million in the early 2020s
to nearly $26 million in 2025 (Figure 6).

Toronto consolidated

Its position as an
emerging global VC hub
and Canada’s primary
destination for large
financing rounds.

Montreal followed a less sustained pattern,
with average deal sizes peaking in the early
2020s before settling back to $10 million

In 2025.

Montreal ' Calgary ‘ Vancouver \\ All others

18%
14%
5%
10%

Capital invested

53%

Vancouver stood out for its volatility,
recording the largest average deal sizes,
including more than $30 million in both
2021 and 2024, as a result of a limited
number of very large deals.

Calgary’s averages fluctuated widely from
year to year, consistent with a smaller
market where individual transactions have a
material impact on annual figures.

This divergence in average deal sizes across
Canadian cities highlights regional
disparities in company scaling opportunities
and overall ecosystem development. This
also underscores potential funding access
challenges for start-ups outside the
dominant hubs.

10



Figure 6: Average deal size by Canadian metropolitan hub ($ millions)
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|ICT continued to
dominate
the market

The ICT sector demonstrated stronger
investment activity compared to all other
sectors, attracting 63% of total invested
capital (Figure 7) and accounting for 47% of
deal share. Software sub-sectors remained
predominant, with non-Internet/mobile
software experiencing increased
momentum in 2025, indicating a shift by
Investors toward business-to-business
(B2B) models with contract-driven, more
predictable revenue streams. Ongoing
advancements in Al will require these
companies to further refine their business
models to maintain differentiation in an
evolving market landscape and to mitigate
the threat of Al cannibalizing software-as-
a-service (SaaS) businesses.

e Calgary

2022

e » » (Canadian Average

2023 2024 2025

Activity in the ECT sector slowed down in
2025, as U.S. policy and trade uncertainty
increased regulatory risk, leading foreign
investors to delay or reduce capital
deployment.

The life sciences sector decreased
substantially in 2025, capturing 10% of
invested capital, compared to 18% last year.
Investments shifted from therapeutics and
biologics to medical devices, indicating a
preference for quicker commercialization
and clearer revenue paths.

Overall, VC investors continued to be
iIncreasingly selective, prioritizing sectors
and sub-sectors with greater revenue
visibility and shorter commercialization
timelines.

1



Figure 7: VC investment activity, by sector (dollars invested)
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Three sector hubs emerging ECT investment was the most value
o _ concentrated and was led by Vancouver,
ICT activity was strongly concentrated in with materially larger cheque sizes.

Toronto, confirming its position as Canada’s
primary ICT scaling hub, followed by
Montreal and Vancouver.

Life sciences activity was more evenly
distributed, with Montreal leading on
capital and larger average financing,
followed by Toronto.

Toronto — ICT Montreal — life sciences Vancouver — ECT
Toronto captured Montreal accumulated Vancouver concentrated
46% of all ICT deals and 37% of all life sciences deals 28% of ECT deals and
51% of ICT capital. and 40% of capital. 39% of capital.

|ICT and life sciences: H|gh|y This could be largely attributable to the

change in climate tech policies in U.S.
resulting in investors pulling back from the
space.

dependent on foreign money

Deals involving only domestic investors
accounted for 63% of ICT investments, but  |n |ife sciences, Canadian investors led the

only 11% of the capital deployed, the lowest  significant chunk of the deal volume, but
level in the last six years. bigger cheque sizes remained heavily
dependent on foreign investor syndicates.

At the same time, syndicates with U.S.
participation joined larger rounds in fewer
companies, accounting for 28% of the deals
and 86% of capital.

In ECT, exclusively Canadian syndicates

were more prevalent, contributing to 60%

of the capital invested last year, the highest

level since 2019. 12



Persistent

graduation gap at
the point of scale

Seed rounds accounted for the majority of
VC deals over the past few years, indicating
that investors are increasingly engaging at
company inception.

This was in sharp contrast to the tighter
conditions at the next inflection point.

Series A deal counts have declined steadily

since 2022, pointing to a more selective
and challenging environment for companies
seeking to graduate from seed to
commercialization.

Late-stage and growth rounds represented
a limited share of deal activity but
accounted for a disproportionate share of
invested capital (Figures 8 and 9).

Overall, our data reflects a market in which
a small number of companies absorb a
large share of available later-stage capital.

Figure 8: Stage and round dynamics as a share of overall Canada

deal count

Stage Round 2021 2022 2023 2024 2025
Pre seed 16.6% 17.4% 25.8% 24.4% 25.9%

Seed Seed 33.5% 36.9% 36.5% 37.6% 40.4%
Series A 16.7% 17.0% 14.4% 13.0% 8.1%

Early stage Series B 7.8% 51% 7.6% 6.8% 5.3%
Unknown 12.8% 13.0% 0.3% 8.7% 9.8%
Series C 2.8% 41% 2.3% 2.5% 2.1%

Late stage Series D 0.7% 0.7% 1.5% 1.0% 11%
Unknown 2.9% 3.9% 4.4% 4.3% 4.7%

Growth Series E+ 1.0% 0.4% 0.9% 0.7% 0.4%
Unknown 2.2% 1.5% 0.2% 1.0% 2.3%

Sources: CVCA, BDC analysis
Note: The gradient reflects concentration of activity

Figure 9: Stage and round dynamics as a share of overall Canada

deal value
Stage Round 2021 2022 2023 2024 2025
Pre seed 0.7% 1.6% 2.5% 1.6% 1.5%
Seed
Seed 5.3% 8.5% 13.4% 8.7% 8.2%
Series A 15.5% 19.5% 19.7% 17.0% 9.4%
Early stage Series B 20.2% 15.1% 22.9% 19.5% 12.9%
Unknown 6.4% 5.8% 5.0% 5.5% 4.5%
Series C 11.3% 28.8% 1.5% 9.1% 19.9%
Late stage Series D 6.2% 8.2% 15.8% 10.9% 4.7%
Unknown 9.5% 1.3% A4.7% 5.9% 9.5%
Series E+ 9.2% 5.3% 4 1% 18.8% 15.7%
Growth
Unknown 15.8% 5.6% 0.5% 2.9% 13.8%
Sources: CVCA, BDC analysis
Note: The gradient reflects concentration of activity 13



Scaling is dependent on
foreign capital

Investment dynamics over the past

six years are increasingly showing a
cross-border scaling model, with
Canadian capital dominating at the
company formation stages and foreign
capital contribution growing from early
to later stages (Figure 10).

Canadian capital remains the primary
engine of company creation, with
Canadian-only investor syndicates front
and centre at the seed stage, leading in
deal count (76% of seed deals).

As companies progress to early, late and
growth stages, syndicates including U.S.
investors become prominent (between
36 and 50% of early, late and growth-
stage deals in 2025).

By deal value, foreign participation—
particularly from U.S. participating
syndicates—is significantly more

pronounced beyond seed, often
representing the majority of dollars
Invested.

This pattern suggests that the central
challenge for the Canadian ecosystem is
not start-up creation. It is its capacity to
sustain follow-on investments, increase its
risk tolerance at all stages of company
growth, and find pathways to scale for
companies that have cleared early technical
and market milestones.

Without deeper domestic
pools of large-cheque
capital, Canada continues
to excel at company
formation but cedes
disproportionate economic
and strategic value as Its
strongest companies grow.

Figure 10: Canadian VC investment dollars, by stage

‘ Canadian investors only ‘ U.S. participation

Seed and early stage

Sources: CVCA, BDC analysis
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High Capital concentration In 2025, Al captured 51% of all seed

. ~ Investments, 34% of early-stage
in late stage Al deals Investments, and 48% of late-stage dollars.

Canadian Al venture activity was Canada’s Al capital distribution indicates an
increasingly focused on late-stage even progression from seed to scale that
investments over the past six years. should sustain both Al companies’ creation
Seed and early-stage deals dominated and scale up.

transaction counts but represented only
a small portion of total investment.

Deal numbers peaked in 2021-2022,
then declined as financings became
larger (Figure 11).

Figure 11: Al venture activity, by stage

. Capital invested ($ millions) e Deal count
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Sources: PitchBook, BDC analysis
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Canada’s brain
drain to the U.S.:
A tale of two
realities

The prevailing perception in Canada is
that large numbers of Canadians are
relocating to the United States, resulting
in a significant brain drain that negatively
Impacts the Canadian economy. We
conducted analysis of both permanent
and temporary migration patterns from
Canada to the U.S. to assess this
hypothesis.

Over the past three decades (1991-2023),

approximately 1.1 million Canadian citizens

(2.7% of the country’s current population)®
have obtained permanent residency in the
U.S. (Figure 12). These numbers have been

steadily declining since 2010, with a modest

Increase following the pandemic.

Close to 60% of Canadians who have
permanently moved to the U.S. are
foreign-born. The number of foreign-born
Canadian citizens choosing the U.S.
increased sharply after 2020.

The number of Canadians moving to the
U.S. peaked in the early 2000s when
Canada’s net migration approached
40,000 and then decreased significantly
between 2021 and 2023° to an average of
10,000 net migrations per year.

Figure 12: Net migration between Canada and the United States

(hnumber of people, 1991-2023)

1991 1996 2001

-7,500

-15,000

-22,500

-30,000

-37,500

-45,000

Sources: Statistics Canada, BDC analysis

2006 20M 2016 2021

5 Source: Canada’s population as of October 1%, 2025, is 41.6 million people (Statistics Canada)
6 At the time of our analysis, the most recent available data on net migrations was for 2023.
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Analysis of education levels among
Canadian citizens applying for US labour
certification—a necessary step toward
permanent residency—shows that nearly

70% hold a bachelor’s degree or lower. This

proportion has increased by more than 10
percentage points in 2024 compared to
2015. Conversely, the share of applicants
with master’s or doctoral degrees has
declined.”

However, indicators of entrepreneurship
migration patterns tell a slightly
different story.

The share of U.S. entrepreneurship visas®
(E-1and E-2) issued to Canadians surged
from 41% in FY15 to 67% in FY24 (Figure 13).
This increase was especially pronounced
between FY23 and FY24, with over 15,000
visas granted. E-1and E-2 visas are U.S.
temporary non-immigrant visas for citizens
of treaty countries who come to the U.S. to
carry out substantial trade (E-1) or to invest
in and run a business (E-2).

Figure 13: Canadian temporary migration to the U.S. through
entrepreneurship (number of visas issued)’

' Entrepreneurship visas (E-1+ E-2) === Share of entrepreneurship visa issuances

62%

43%

41% 42% 41%
FY15 FY16 FY17 FY18 FY19
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55%

48%
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FY24

Sources: U.S. Department of State, Bureau of Consular Affairs, BDC analysis.
The fiscal year for the U.S. government starts on October 1 and concludes on September 30 of the next year.

The entrepreneurship visas issued
cumulatively to Canadians over the past
decade accounted for 3.4% of Canada’s
entrepreneurial population,® double
compared to the previous decade when it
was 1.7%. Though the magnitude is limited,
the upward trend warrants close attention
from an innovation perspective, as the rise
In entrepreneurship visas may limit new
company creations within Canada,
potentially affecting the domestic
Innovation system and broader economy
over time.

O 00 N

—_
o

BDC calculations based on Statistics Canada data.

As U.S. policies evolve and uncertainties
persist, Canada must remain adaptive and
competitive to support homegrown talent
and innovation, higher adoption of
Canadian-developed technology, and
Increased later-stage capital availability.

Feng Hou et al. “Recent trend in immigration from Canada to the United States,” Economic and Social Reports, Statistics Canada, July 23, 2025.
Entrepreneurship visas issued as a share of all the U.S., non-immigrant visa issuances to Canada.
At the time of our analysis, the most recent available data on entrepreneurship visas were for FY24.
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Capital drivers

Capital drivers in Canada are shaped by a Notably, short-term returns were driven by
reinforcing feedback loop. Constrained exit a strengthening of valuations in later-stage
activity delays realizations, weakening fund and Al-investments, as well as renewed
performance and DPI. This, in turn, pickup in exit activity in the U.S.

pressures fundraising and limits the
availability of domestic follow-on capital—
particularly at scale. The subsections below
examine each link in this chain.

The global VC index is heavily weighted
toward U.S.-based funds, so the
iImprovement in global metrics
disproportionately captures U.S. market
dynamics. Conditions across other regions

Wea k retu rnS a N d remain more heterogeneous.
" Despite its inherent volatility, VC stands
U N rea | Ized Va I U e out as a competitive long-term private
asset class globally, posting a 10-year IRR
Global VC performance of 12.4%.

showed signs of recovery

After several years of weak results, global
short-term VC returns moved back into
positive territory, with the 1-year and 3-year
internal rate of returns (IRRs) rising to

11.5% and 1.8%, respectively (Figure 14).

Figure 14: Global VC returns (IRRs) compared to other private capital
asset classes
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Source: PitchBook, data as of September 30, 2025.
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Canadian 10-year IRR continued relies heavily on cross-border investment
ite sharp descent for larger rounds, just like Canada. While

data on France’s 2025 VC performance is
not yet available, a long-term view shows
that Canada’s 10-year IRR fared better
than France yet lagged behind the U.S.

VC performance in Canada did not
experience the same rebound as in the U.S.,

although it did register a positive 1-year (Fi 15)

IRR of 4.9% for the first time in the last Ure o).

three years. However, the 10-year |IRR A continued decline in long-term Canadian
slipped back into single-digit territory at returns risks triggering investor reallocation
8.6%, down from 10.0% in 2024. This is away from VC. This could accelerate

partly attributable to a rolling base effect capital outflows and exacerbate already

as 2015 has now rolled out of the 10-year challenging fundraising conditions by
wmdoyv, a particularly strong year for reducing the domestic capacity to finance
Canadian VC. companies through scale.

Canadian long-term performance remains
under pressure, even if near-term valuations
showed a slight increase.

For the first time in this year’s report,

we decided to include France in the
performance benchmark, due to its size,
structure and growth profile. With a mid-
to large-sized market, France has strong
public and quasi-public VC institutions and

Figure 15: 10-year VC net return (IRR) in Canada, the U.S., and France

— ]S e Cgnada France

25%

20.8%
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Sources:
Canada: BDC Analysis. BDC Capital fund investment data for VC funds headquartered in Canada and foreign-based funds

with significant Canadian investment exposure, as of September 30, 2025.
U.S.: Cambridge Associates, as of September 30, 2025.
France: France Invest, as of December 2024.
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VC returns deteriorated
across most vintages

To analyze the VC asset class performance,

we assessed three performance metrics
across vintages: IRR, total value to paid-in
capital (TVPI) and DPI. We excluded the
2025 fund cohort from our analysis, as
these funds are too young to present any

The 2020-2022 cohort was a notable
exception, with the median rising by
109 basis points to 2.1%. These funds are
starting to benefit from valuation
Improvements tied to follow-on rounds
and are climbing up their J-curves."

The 2014-2016 vintages stood out as the
strongest IRR cohort with a median IRR of
14.2%, having benefitted from the sharp

meaningful performance numbers.

Compared to 2024, median Canadian VC
returns compressed across most vintages in
2025, reflecting a combination of delayed
exits, and uneven valuation dynamics. Since
IRR places more weight on earlier cash
Hows, value that is unrealized for too long
will naturally compress returns over time.

valuation uplift during the COVID period.
These funds were uniquely positioned to
capture the run-up in pricing that later
vintages could not experience fully. The
2023-2024 cohort remains deep into their
J-curve, posting negative returns as
Investments remain typically held at cost
and management fees are dragging the
performance downward (Figure 16).

Figure 16: 2025 net IRR across vintages

Median

’ Lower quartile ‘ Upper quartile

20.1% 21.6%

14.2%

11.8% 10.5%

7.4% 8.0% 7.2%
5.8% : )
o . 47% 5.0%
1.2% S.1% . . 3.2% I 21% .
— I O

-3.3%

-9.2%

-39.0%

13 11 20 24 28 16

Pre 2011 2011-2013 2014-2016 2017-2019 2020-2022 2023-2024

Source: BDC analysis

BDC Capital fund investment data for VC funds headquartered in Canada and foreign-based funds with significant
Canadian investment exposure, as of September 30, 2025.

The number of funds in each vintage cohort is displayed above the vintage years.

11 The J-curve refers to the typical return pattern of investments, meaning that a fund will incur losses in its initial years due to initial costs, fees and early-stage
investments. The fund will eventually mature and deliver returns, generating a J-shaped curve.
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Significant value remains
locked inside older funds

Looking at the TVPI and the DPI reveals
how much value remains locked inside
older funds. Funds with vintages 2016 and
earlier are still holding more than $3 billion
In unrealized value, although many are
now past their typical VC fund lifespan
(Figure 17).

There i1s an industry

wide liquidity bottleneck:
companies have grown,
but the market has

not provided exits to
convert that growth into

realized returns.

Still, there are pockets of improvement.
Within the 2011-2013 vintage group, the
median DPI finally crossed the 1.0x
threshold in 2025 reaching 1.3x, suggesting
that some long-held value is now beginning
to materialize (Figure 18).

Despite the subdued exit environment,
median DPls improved, showing that a
handful of general partners (GPs) were able
to return capital to limited partners (LPs).
While modest, these realizations matter:
DPI is the metric that LPs rely on most
when evaluating a manager’s ability to
convert paper value into actual
distributions.

Figure 17: 2025 net TVPI across vintages

Median

‘ Lower quartile . Upper quartile

1.4x

1.1x

13

Pre 2011 2011-2013 2014-2016

Source: BDC analysis

3.5X%
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1.8
1.7x 1.7x X
1.5x
1.4x 1.4x
1.2x 1.2x
1.0x 11X 1.0x
0.9x 0.9x
0.7x I
11 20 28 16

24

2017-2019 2020-2022 2023-2024

BDC Capital fund investment data for VC funds headquartered in Canada and foreign-based funds with significant

Canadian investment exposure, as of September 30, 2025.

The number of funds in each vintage cohort is displayed above the vintage years.
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Figure 18: 2025 net DPI across vintages

‘ Lower quartile Median ‘ Upper quartile
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Source: BDC analysis

BDC Capital fund investment data for VC funds headquartered in Canada and foreign-based funds with significant Canadian
investment exposure, as of September 30, 2025.

The number of funds in each vintage cohort is displayed above the vintage years.

Although life sciences returns The decline was more pronounced in the

: life sciences sector, where the 10-year IRR
fell, the sector continued fell by 370 basis points, to 19.9% (Figure 19).
to outperform the ICT and This decrease in performance can mainly
FECT sectors be explained by the rollover of an
exceptionally strong year out of the 10-year
Long-term IRR returns softened across window. Notwithstanding the recent
all major sectors in 2025, though N compression, the life sciences sector still

varying degrees. The ICT and ECT sectors  posted the highest long-term returns
recorded relatively modest declines in their among sectors, with its returns being
10-year IRRs, 99 basis points and 81 basis mainly driven by a few outperforming
points, respectively. companies.

Figure 19: 10-year gross IRR by sector in Canada

@ 202 2025

19.9%

14.9%

10.1%

ICT Life sciences

Source: BDC data and analysis, as of September 30, 2024, and September 30, 2025.
BDC direct and underlying companies’ gross data is used as a proxy for sector performance. 22



Valuations
stabilized after
peak years

We examined BDC’s direct investments
authorizations over the last two years, as a
proxy to understand broader market
valuation dynamics. Between 2024 and
2025, BDC'’s direct investment activity

shifted slightly towards more up rounds
(Figure 20). The proportion of down rounds
decreased significantly from 24% to 13%,
showing more resilient portfolio valuations.
On the other hand, flat rounds rose from
14% to 22%, demonstrating ongoing
valuation discipline and investor caution.

Figure 20: Distribution of BDC investment count, by round type

Flat . Up round

‘ Down round

62%

14%

24%

2024

Source: BDC internal data and analysis

In Canada, venture debt volume reached a
record high of $1.4 billion across 69 deals
In 2025.2 Without these runway extension
strategies, the ecosystem might have
experienced more down rounds.

Overall, the data indicates a market that is
stabilizing rather than fully recovering: there
are fewer distressed financings, but many
companies still face limited potential for
higher pricing.

A few mega deals driving
late-stage valuation step-ups

Canadian VC step-up multiples remained
relatively steady from seed to early stages,
Indicating continued pricing discipline and
iIncremental value creation at the early end
of the market. In contrast, early-to-late-
stage step-ups exhibit significant volatility,

12 CVCA

66%

22%

2025

reflecting shifting late-stage risk appetite
and valuation resets following the 2020-
2021 peak (Figure 21).

The renewed increase in late-stage step-
ups in 2025 was largely concentrated
among a small group of standout
companies—such as Cohere, Clio, Tailscale
and Wealthsimple—whose scale, revenue
growth and global positioning supported
meaningful valuation rerating.

This suggests that recent multiple
expansion is winner driven rather than
broad based, reinforcing a more selective
late-stage environment.
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Figure 21: Canadian step-up multiples”
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Sources: PitchBook, BDC analysis

Exit slowdown
and liquidity:
Key ongoing
challenges

The exit environment has remained
constrained over the past several years,
shaped by valuation resets following the
2021 peak, and uneven recovery across
markets.

While global markets have shown early
signs of normalization, Canada’s exit
activity has lagged, due to its smaller
domestic public market, lower risk appetite
among acquirers and continued caution
from institutional investors.

The inability to crystalize returns and
recycle capital back into the ecosystem
reduced fund-level performance realization
and the attractiveness for both international
and domestic LPs.

The primary consequence of the prolonged
exit slowdown is delayed capital recycling
across the ecosystem. Longer holding
periods and slower distributions constrain
LP reinvestment capacity, weaken
fundraising conditions and limit the
availability of domestic scale capital.

The current exit
environment is limiting
Canadian LPs’ ability to
Invest, heightening the

risk of companies across
funding continuum moving
abroad for better funding
and scaling opportunities.

13 Based on available disclosed data to provide a directional understanding of incremental valuation changes across stages.
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Liguidity held up in unicorns

Many companies reached $1 billion in
valuation and achieved unicorn status
during the 2020-2021 market peak when
valuation multiples expanded rapidly, driven
by lower interest rates that facilitated
capital inflows within the ecosystem.

Those conditions no longer prevall, and a
growing cohort of mature venture-backed
companies remains effectively “stuck” in
private markets, unable to access liquidity
(Figure 22).

Figure 22: Canadian unicorn count, entrants and exits, 2019-2025

New entrants ‘ Exits ‘ Year-end unicorns e [xits share
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Sources: PitchBook, BDC analysis
Our analysis includes new unicorns (rounds with post-valuations of $1 billion or more). For each subsequent year,

we add new entrants and carry over companies that did not have an exit activity in the previous year.
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Importantly, this overhang does notreflect  Dearth in M&As and

deteriorating company quality. Valuations )
set at the peak have limited strategic IPOs continue

fHexibility, making traditional exits,
particularly initial public offerings (IPOs),
difficult without significant repricing. At the
same time, acquirers have become more
selective and valuation-disciplined. This has
created a liquidity bottleneck at the top of
the venture ecosystem, where the
companies most capable of generating
large exits are also the ones least able

to transact. The Canadian IPO market remained
particularly challenged, with no VC-backed
company making it to the public markets in
the past two years.

Canadian VC-backed mergers and
acquisitions (M&A) deals reached their
lowest level in over a decade in 2025
(Figure 23). Higher financing costs and
uncertainty around near-term growth
trajectories have reduced appetite for large,
balance-sheet-intensive acquisitions, in
favour of smaller, strategic transactions.

The implications extend beyond late-stage
companies themselves.

The delayed realizations
constrain capital recycling
across the ecosystem,
slow fund distributions and
lengthen holding periods
for investors.

Several late-stage companies have raised
subsequent up rounds following the
attainment of unicorn status, indicating that
a subset of this cohort remains operationally
sound, well-capitalized, and on a credible
trajectory toward sustained profitability.

Figure 23: Evolution of Canadian VC-backed M&A transactions
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Sources: CVCA, BDC analysis
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Alternative liguidity
paths emerging

Secondaries increasing
In popularity

Secondaries have emerged as an
increasingly important source of liquidity,
reaching record levels globally in 2025.

In Canada, secondaries have also become a
popular option for market liquidity, allowing
investors to sell their stake in a portfolio

company to another buyer. Reported
secondary transaction values have
increased (Figure 24), although activity
remains concentrated in a small number of
larger deals.

Secondaries are no longer seen as a
last-resort liquidity option, but rather as a
structural feature of private market portfolio
management. For Canadian investors, they
offer an additional mechanism to recycle
capital and manage exposure in an
environment where exit timelines have
lengthened.

Figure 24: Canadian VC secondary activity ($ millions)
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2021 2022

Sources: CVCA, BDC analysis

SPACs becoming niche,
opportunistic options

Special purpose acquisition companies
(SPACs)—investment vehicles built to raise
capital through an IPO to finance a future
purchase or merger—have succeeded in
unlocking liquidity by delivering public
listings and partial exits.

From a value perspective, outcomes have
been uneven, with significant post-
transaction repricing being common.
Canadian venture-backed SPAC exits have
followed the global pattern, with deal
counts peaking in 2021, and remaining
subdued thereafter.

2023

2024 2025

Nevertheless, renewed issuance and capital
raising by U.S. sponsors could create
iIncremental opportunities for select
Canadian venture-backed companies.
Xanadu’s recent listing and upcoming
transactions, such as General Fusion,
highlight how cross-border SPACs can
provide access to deeper capital pools and
a specialized investor base. Going forward,
any increase in Canadian SPAC exits is
likely to remain a niche, rather opportunistic
and sponsor-driven exit mechanism,
concentrated in sectors where Canadian
companies have differentiated capabilities
but face constrained local exit options.
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Capital supply

Funding gaps
persisted
outside ICT

The ICT sector dominates the funding
landscape, with a broad base of funds
operating across all sizes and stages. In
contrast, in the life sciences sector there
are only a small group of active funds,
including a few foreign GPs, which
highlights a persistent domestic

funding gap.

The ECT sector has expanded its fund
count in recent years, but these vehicles
tend to remain small. This likely reflects LP

caution toward the sector’s capital-
intensive nature and the more fragmented
strategies pursued by managers, which can
constrain follow-on capacity.

Across both the life sciences and ECT
sectors, seed-stage funding remains
insufficient (Figure 25). The shortage of
pre-seed and seed capital risks slowing
innovation and weakening Canada’s
long-term competitiveness, particularly
since research and commercialization
cycles are already demanding in these
sectors.

Later-stage active funds remain limited
across all sectors, creating challenges for
companies seeking to scale and deliver
meaningful benefits for the economy.

Figure 25: Active private funds in Canadian VC sectors, including

BDC internal GPs"

Late venture/
growth equity

Early venture

Stage focus

Pre-seed/
seed

Life sciences ICT

ECT Generalist/emerging vertical

Sources: BDC internal data. Data includes Canadian private independent VC funds and foreign-based funds with significant
Canadian investment exposure, with fund size of $10M and over, and BDC Capital direct funds.

Excludes PE funds, private debt, funds of funds, government funds and accelerators.

Graphic presents only the most recent fund for each respective GP that is no older than 12 years (2013 vintage).

Data as of December 31, 2025

Note: Bubble size represents actual/target fund size—not all capital may be deployed in Canada.

Bright colors: Active funds that are no older than 5 years
Faded colors: Active funds that are 6-12 years old

14 Note: The data set used by BDC is dynamic and evolves as new funds are publicly disclosed. Hence, results from previous years can change as

new information is disclosed.
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Active GPs
remained stable
amid cautious
market

The number of active GPs has increased
meaningfully over the past decade reaching
a total of 92 in 2025 (Figure 26). Over the
last three years, there were no net new
entrants, as current market conditions make
it difficult both for new managers to break
In and for existing ones to grow.

In a healthy and thriving market, we would
expect to see a steady rise in first-time
managers, yet recent fundraising dynamics
have made this challenging. Only one GP
graduated to established status in 2025,
pointing to a broadly difficult fundraising
environment affecting GPs across all
categories.

Figure 26: Percentage of active GPs in Canada, by maturity
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First time GPs are managers who closed fund |, developing are those who closed funds Il and/or Ill and established

managers with [V or more funds.

Data includes Canadian private independent VC funds of $10 million and over.
Excludes PE funds, private debt, funds of funds, government funds and accelerators.
The list excludes GPs with the most recent fund vintage older than 5 years.

Steady fundraising velocity
masks market strain

Many GPs have delayed launching new
funds in response to a cautious LP
environment, which has helped keep
fundraising velocity steady at three years,
even as conditions have become more
selective. GPs who were able to close funds
tend to be managers with stronger track
records, established LP relationships, or
clearly differentiated strategies.

Looking ahead, the backlog of managers
waiting to return to market may place
upward pressure on timelines once
conditions improve.

29



Fundraising
activity reaching
a new low

Fundraising activity continued its
downward trend, with $1.8 billion raised
across 11 funds (Figure 27). Although the
year’s average fund size appears higher at
first glance, this is skewed by a single large
outlier. Without that fund, the average
decreases to roughly $90 million, the lowest
level since 2020. The median fund size
stood at $61.2 million, which is lower than
the 5-year pre-pandemic average median
of $85.5 million. This underscores how
difficult it has become to raise capital and
furthermore to scale fund sizes in the
current environment.

This downward fundraising trend was not
unique to Canada. The total capital raised in
2025 in the U.S. also fell to its lowest level

Figure 27: Fundraising activity

since 2017, reflecting a broad retrenchment
across global markets. The median fund
step-up—an indicator of a GP’s ability to
increase fund size from one vintage to the
next—was just under 25%, the second-
lowest level over the past decade.” Overall,
the fundraising climate has softened
considerably as the liquidity drought in the
VC market limits LPs’ capacity to reinvest.

With a significant share of capital still tied
up in existing portfolio companies, many
LPs have less flexibility to commit to new
funds. This dynamic has made fundraising
particularly challenging for first-time
managers and for emerging GPs with low
DPI profiles seeking to raise follow-on
funds, both of whom rely more heavily on
LPs’ ability to deploy fresh capital.
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174.2 126.3 171.7 129.9 164.8

Data includes Canadian private independent VC funds of $10 million and over. Total dollars raised is the sum of the fund
sizes of all funds in the same vintage year, assuming the year of the vintage is the year of its first capital call.
BDC data is dynamic as details on fund closures and sizes are released.

15 PitchBook, NVCA Venture Monitor report, Q4 2025
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Limited, highly
concentrated dry
powder

We estimate the dry powder® held by BDC
internal funds and Canadian-headquartered
private GPs at $7.7 billion as of December
31, 2025. When viewed by sector, ICT
captures the bulk (63%), while ECT holds
21% (Figure 28).

The most pronounced gap lies in life
sciences, which receives only 4%, far below
what is needed for a sector defined by long
development cycles and high-capital
Intensity. Nonetheless, there are a few
elements that are not factored into this
number, such as the presence of foreign
GPs with high concentration of investments
into the Canadian life sciences sector, the

fact that a few GPs are closing follow-on
funds in 2026, temporarily reducing
available capital, and the generalist and ICT
GPs who opportunistically invest in
healthcare IT. The new BDC Life Sciences
Venture Fund and the upcoming life
sciences stream from the Venture and
Growth Capital Catalyst Initiative (Growth
VCCI) are also expected to ease some of
the pressure.

Recent public and institutional initiatives
aim to address persistent scale-up gaps by
expanding later-stage capital availability.
While foreign capital will remain essential,
Improving domestic participation at scale Is
critical to strengthening capital recycling,
performance and long-term value retention
within Canada.

Figure 28: Estimated dry powder held by Canadian GPs, by sector
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Source: BDC internal data and analysis, PitchBook
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Includes BDC Direct Funds, BDC-Backed GPs and other private GPs.

16 To provide a more granular perspective on dry powder allocation across sectors, we included only BDC direct and Canadian private VC funds in our analysis.

As a result, the 2025 dry powder data point is not directly comparable to previous years.
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A pivotal moment

Canada’s VC ecosystem ended 2025 with
clear resilience and sustained strength in
start-up formation and the emergence of
globally competitive firms. At the same
time, capital deployment remained
concentrated in fewer, larger rounds,
late-stage financing was heavily reliant on
foreign participation, and liquidity pathways
were limited.

Performance pressure, fundraising strain,
and GPs’ consolidation are symptoms of
delayed exits and limited domestic capacity
to support companies achieving scale.

While foreign capital remains essential to
Canada’s VC model, consistent domestic
participation at all stages is critical to
Improving capital recycling, supporting
long-term returns and retaining ownership
of top-performing firms in Canada.

Strengthening domestic large check capital
capacity, normalizing secondaries and other
structured liquidity solutions, and aligning
policy and capital toward company
graduation must become central priorities
alongside continued early-stage support.

Canada’s VC challenge

has evolved from creating
companies to sustaining,
scaling and exiting them on
competitive terms.

With the persistence of uncertainty, cost
pressures and shifting supply chains,
strengthening Canada’s early to
growth-stage capital base is increasingly
urgent. Improving domestic participation at
scale is essential not only to support
company growth, but to retain ownership,
talent, and long-term economic value
within Canada.

Recent federal initiatives have the potential
to alleviate scale-up constraints, depending
on deployment design and private capital
participation.

The $1-billion Venture and Growth Capital
Catalyst Initiative, a federal government
program including a fund-of-funds’ stream
that would crowd in more private money,

18 Duke and UofT independent research for ISED titled “Evaluation of Canada’s Venture Capital Incentivized Programs” by Camille Hebert (University of

Toronto) and David T Robinson (Duke).

including from pension funds and other
institutional investors, is expected to
provide support in this direction.

This initiative is building on the model used
by the Venture Capital Action Plan (VCAP),
the Venture Capital Catalyst Initiative
(VCCI) and the Renewed Venture Capital
Catalyst Initiative (RVCCI) that have been
highly effective in growing the VC
ecosystem and incentivizing the private
sector to invest more. Both the VCAP and
VCCI have effectively drawn private
investment, contributing to a minimum of
$17.7 billion®™ raised within the ecosystem.

Canada’s new strategic focus on defence
and security will also further expand capital
availability. BDC’s new $300-million
StrongNorth Fund will crowd in more
private capital and build a high-quality
pipeline of homegrown defence and
dual-use innovators able to scale and
contribute to Canada’s economic resilience
and sovereignty. We will continue to focus
on the deep tech sector and provide
support to private GPs with mandates
aligned with Canada’s strategic priorities.

Similarly, BDC’s Life Sciences Venture Fund
will fill some of the early-stage funding
market gaps and unlock additional value
from this sector where Canada holds strong
potential for global leadership.

BDC will continue to lean into its
development role and act as a steady hand
in the market. We will deepen our
collaboration with ecosystem partners to
ensure that innovative entrepreneurs
continue to create, scale and keep value
here, at home.

While our report showed that the VC
industry is at an inflection point, one
conclusion was obvious: Canada’s venture
capital challenge has evolved. The
ecosystem is no longer constrained by a
lack of innovation or entrepreneurial
capacity, but by its ability to scale, finance,
and exit companies on competitive terms.
Addressing this structural gap will
determine whether Canada can retain the
economic value generated by its strongest
firms and shore up its economic
sovereignty in the years ahead.
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