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OVERVIEW
In this fourth annual report, we have taken an in-depth look at 

startup activity throughout the nine southeastern states over the 

five-and-a-half-year time period from January 1, 2015, through 

June 30, 2020. The purpose of The State of StartupsSM in the 

Southeast is to deliver a comprehensive overview of the venture 

capital and startup ecosystem in this region. This report informs 

investors and entrepreneurs of emerging trends to watch and 

highlights the area’s growth and future opportunities, particularly 

with respect to understanding the maturation of the southeastern 

venture ecosystem and its impact on the potential for return on 

investment. 

METHODOLOGY
We drew from numerous data sources in developing this report, 

including both primary and secondary research. We have spoken 

with professionals at multiple venture funds and service providers 

to the startup ecosystem and have learned a great deal about the 

region directly from the entrepreneurs that reside here. We have 

also utilized independent third-party data aggregators to fill out 

the data across multiple vintage years. Our own knowledge and 

experience in the region also play important roles in this report.

3  | BIP CAPITAL 

THE STATE OF STARTUPSSM IN THE SOUTHEAST



In last year’s report, we explored the 

maturation of startups in the southeastern 

United States relative to the traditional 

“Innovation Hubs” (Boston, the San Francisco 

Bay Area, and New York). We found that 

in aggregate, the rate of maturation in the 

Southeast is exceeding that of the Innovation 

Hubs. We came to this conclusion through 

analyses on growth of valuation multiples, 

increased presence of homegrown capital, 

and the stability of pre-money valuations. In 

short, 2019’s report showed more innovation 

and more competitive early-stage deals in the 

region than ever before.

Fast forward a few months and it goes without 

saying that 2020 is unique due to the COVID-19 

pandemic and resulting global economic and 

financial crisis, which have spared no one, 

including the southeastern investment and 

startup communities. However, as noted in last 

year’s report, we believe that the Southeast’s 

persistent maturation positions it well to 

emerge from the crisis with momentum.  

In this year’s report, we endeavor to answer 

questions regarding how COVID-19 has created 

new, and accelerated existing, trends in the 

southeast innovation ecosystem and what that 

means for the future state of startups in the 

Southeast.

On a macro level, as we’ve reported before, 

we see the total number of deals in the 

Southeast stabilizing over the past five years. 

However, the total capital invested continues 

to increase over the period studied. This tells 

us that the average check size per deal has 

climbed substantially, and that the number of 

deals completed with rounds sized less than $1 

million continues to decline. Not surprisingly, 

we see a sharp decline in the first half of 2020 

in terms of the number of deals completed, 

while the dollars invested in H1 2020 were 

relatively stagnant when compared to H1 2019.

NOTABLE DATA OBSERVATIONS 
AND EMERGING TRENDS

Southeast Completed Deals by Half Year
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Fast forward a few months and 
it goes without saying that 
2020 is unique.
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Taking a closer look at year-over-year comparisons by month, we saw a rapid downturn 

in March 2020 due to the COVID-19 pandemic in both deals closed and dollars 

deployed. And while total activity has remained lower, it does appear that the steep 

year-over-year decline seen in March has begun to recover, with momentum returning 

as we head into the second half of 2020.

YOY % Change in Capital Deployed, by Month

YOY % Change in Deal Counts, by Month
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LOOKING 
THROUGH 
THE DATA

First, as institutional capital continues to show a growing appetite 

for private market exposure, investors have become more focused on 

deploying larger checks into a more curated set of bets. We believe this 

increase in check size is driven by:

• an increase in the supply of capital, which supports elevated 

valuations and larger rounds

•  the global pandemic pushing investors toward more mature 

companies that are perceived to be lower-risk bets

This has disproportionately affected smaller check sizes, which are 

typically much more speculative in nature. We examined this trend in our 

2019 report but it has been accelerated by the pandemic.

Looking at the above chart, we see a consistent decline in the number of 

deals completed in the “<$1M” round size. Completed deal counts in the 

$1M to $5M range have remained relatively stable (even with the decline 

in first half 2020 which can be attributed to COVID-19), while those 

completed in the $5M to $10M round size continue to increase. 

As illustrated by the data, this is not a novel COVID-19-related trend, but 

rather an acceleration of a previously steady march toward larger round 

sizes in the Southeast.

The COVID-19 pandemic has 
accelerated certain investment-
related trends that were already 
in motion in our region:

As institutional capital continues to show a 
growing appetite for private market exposure, 
investors have become more focused on 
deploying larger checks into a more curated 
set of bets.6  | BIP CAPITAL 
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As shown in the graph to the right, companies that have 

previously raised a round of capital are now capturing 71% 

of deal volume (up from around 64% in 2015). This statistic 

shows the continued maturation of the startup ecosystem 

in the Southeast. It’s worth pointing out that the Southeast 

still maintains a higher percentage of its checks going into 

companies that previously have not raised institutional capital 

(29%) versus the Innovation Hubs (17%). 

It’s too early to see how COVID-19 has and will impact this 

trend, but we expect that with another quarter of data, the 

percentage of first-time raises relative to all deals raised 

will continue to decline given the flight to more mature 

businesses.

An interesting, but not surprising, trend during the pandemic 

is that investors have begun putting more money into their 

existing portfolio companies versus making new investments. 

To evaluate this quantitatively, we looked at both:

• the number of “first-time investors” per financing

• the number of “follow-on investors” per follow-on financing

A “first-time investor” was defined as a capital provider 

that had not invested in any of the company’s prior rounds. 

A “follow-on investor” was defined as an investor who had 

invested in a company’s prior rounds. 

The data shows an increase in follow-on investor participation 

over the past few quarters, and a precipitous decrease in  

the number of first-time investors into startups over the  

same period.

Investors are putting more money into 
their existing portfolio companies  
versus making new investments.
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• The current funding malaise will continue for 

at least a few more months, through Q4 and 

into Q1 2021. With several factors in mind—

uncertainty around COVID-19, social unrest 

throughout the country, stimulus money 

drying up, and the upcoming presidential 

election—investors are adjusting to a rapidly-

shifting landscape across many fronts, all 

while developing the skill to invest without 

meeting entrepreneurs in person. The overall 

impact thus far has been a much slower pace 

when evaluating investment opportunities to 

ensure that they are still sound. As stability 

returns, even if radically different, we expect 

investors to begin deploying capital in earnest 

again.

• There will be attractive opportunity, especially 

among smaller rounds, in the latter half of 

2020 and into 2021. With larger fund sizes 

inching investors up-market and a general 

hesitation over investing in first rounds given 

the macroeconomic climate, savvy investors 

will find opportunity down-market with less 

competition if they are looking for it.

• While investors will continue to harbor 

hesitation over new companies raising for 

the first time, we expect funds to continue to 

deploy capital into their existing portfolios. 

We’ll see this in two ways: 1) Strong 

performers prior to the pandemic that simply 

need cash to finance longer runways will 

likely secure follow-on rounds of capital 

from existing investors. 2) We also expect 

to see investors “pouring gas on the fire” to 

capitalize on opportunities created by the 

pandemic, particularly in businesses that have 

been thrust into higher demand due to the 

work-from-home environment and elevated 

health concerns. 

 

 

 

• Although our expectation is that deployed 

capital will remain flat to negative over the 

next several months, when looking at year 

over year comparisons, we expect resilience 

in valuations, particularly with more mature 

companies approaching the “growth” stage. 

There is a lot of “dry powder” in the private 

markets after unprecedented growth in the 

size of funds that have been raised. Given 

the investment window of those already 

raised funds, we expect valuations to hold 

(in aggregate), especially around the most 

attractive assets. There will be areas of 

investment that are negatively impacted 

because of the shift in how people do 

business and it may take longer for deals 

to get done, but the capital needs to be 

deployed. That competition for promising 

investments will support the lofty pre-money 

valuations we were seeing pre-pandemic.

While COVID-19 has spared no one, 

we believe the previously noted 

trends are generally positive for the 

Southeast even if their presence 

requires some adjustments by those 

operating in the region. Here are 

a few things we anticipate in the 

coming months:

The current funding malaise 
will continue for at least a 
few more months.

SEEING 
AROUND 
CORNERS
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• The sharpened focus on equal opportunity for all has created new 

investment vehicles with a focus on investing in underrepresented 

founders. The momentum that has built up over the course of the 

summer is welcomed and much needed. We predict (and hope) 

that the funding of minority and female-led businesses will increase 

dramatically over the years to come, creating more opportunity for 

those trying to solve today’s complex challenges. 

 

 

 

 

• Businesses that are solving real problems through virtual or 

contactless delivery of services have found tremendous tailwinds 

brought on by the move to remote work environments that 

happened seemingly overnight. Companies have been forced 

to break free from the status quo and that has ushered in a new 

wave of adoption and growth for businesses that struggled to 

gain traction before. We expect these tailwinds to persist and 

expand into other market verticals as customers realize the value of 

rethinking how their business gets done.

• Furthering a trend discussed in the 2018 The State of StartupsSM in 

the Southeast, we expect talent to continue to leave the Innovation 

Hubs, settling in places around the country that offer a better 

quality of life within the new work-from-home paradigm, or starting 

new businesses in emerging ecosystems more conducive to 

success.

It goes without saying that 
we are in uncertain times. 
However, the maturation of the southeastern 

startup ecosystem has allowed for a steadfast 

response in the face of adversity. We have 

begun to recover from the worst of the 

pandemic and, although forever reshaped by 

the events of 2020, we expect the state of 

startups in the Southeast to persevere and 

strengthen in the years to come.

We predict (and hope) that the funding of 

minority and female-led businesses will 

increase dramatically over the years to come.
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$2.4B (NC)

$17.3B (NC)

$1.0B (NC)

$4.8B (FL)

$6.2B (FL)
$1.2B (GA) 

(recently exited)

$1.1B (GA)
Out of 235 unicorns1 (any privately owned 

company that reaches a valuation of $1 billion 

or greater) in the United States, the following 

are based in the Southeast:

UNICORNS 
IN THE 
SOUTHEAST

1CB Insights

$2.7B (GA)
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2015

2015

$34.5B
2016

2016

2017

2017

2018

2018

2019

2019

2020

2020

THE AGGREGATE NUMBERS

Total dollars invested  
since 2015:
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$6B $5.9B $5.7B
Media SaaS Biotech / PharmaTop areas of 

investment:
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TOP 3 
INDUSTRIES 
BY STATE

KENTUCKY

TENNESSEE

MISSISSIPPI

ALABAMA

FLORIDA

SOUTH CAROLINA

NORTH  
CAROLINA

VIRGINIA

GEORGIA

1. Manufacturing/Industrial Tech

2. Biotech/Pharma  3. Consumer

1. Consumer

2. Healthcare IT

3. Manufacturing/
Industrial Tech

1. Media

2. SaaS

3. Biotech/Pharma

1. FinTech  2. SaaS

3. Biotech/Pharma

1. Consumer   2. Biotech/Pharma 

3. Healthcare IT

1. Healthcare IT  2. Media  3. SaaS
1. Biotech/Pharma

2. Media  3. FinTech

1. Biotech/Pharma 

2. Manufacturing/
Industrial Tech

3. SaaS

1. SaaS 2. Cybersecurity

3. IT Infrastructure
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NOTABLE EXITS
ALABAMA

FLORIDA

KENTUCKY

GEORGIA
COMPANY BUYER YEAR VALUE

Shipt Target 2017 $550M

GATR Technologies Cubic 2015 $233M

COMPANY BUYER YEAR VALUE

Chewy PetSmart 2017 $3.35B

Altor BioScience NantCell 2017 $1.08B

Pentaho Hitachi Vantara 2015 $600M

AquaVenture Holdings IPO 2016 $457M

Navitas Credit United Community Bank 2018 $393M

Tower Cloud Uniti Group 2016 $230M

InnFocus Santen Pharmaceutical 2016 $225M

COMPANY BUYER YEAR VALUE

ZirMed Bain Capital 2017 $750M

Apellis IPO 2017 $690M

Genscape Verisk Analytics 2019 $353M

COMPANY BUYER YEAR VALUE

SecureWorks IPO 2016 $1.87B

GreenSky IPO 2018 $874M

Brightree ResMed 2016 $801M

eVestment Alliance NASDAQ 2017 $705M

CardioMEMS St. Jude Medical 2015 $556M

Paymetric Vantiv 2017 $550M

Lancope Cisco Systems 2015 $452M

Cartiva Wright Medical Group 2018 $435M

Cloud Sherpas Accenture 2015 $410M

EndoChoice IPO 2015 $368M

Liaison OpenText 2018 $310M

IDology GB Group 2019 $300M

Silverpop Systems IBM 2015 $275M

Cardlytics IPO 2018 $254M

Clearleap IBM 2015 $210M
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NOTABLE EXITS (CONT.)
NORTH CAROLINA

VIRGINIA

COMPANY BUYER YEAR VALUE

Red Hat IBM 2019 $34B

Cardioxyl 
Pharmaceuticals Bristol Myers Squibb 2015 $2.07B

Dova Pharmaceuticals
Swedish Orphan 
Biovitrum

2019 $915M

Scioderm Amicus Therapeutics 2015 $847M

Bamboo Therapeutics Pfizer 2016 $827M

Precision BioSciences IPO 2019 $803M

Primo Water Cott 2020 $775M

Verrica 
Pharmaceuticals IPO 2018 $374M

Samanage SolarWinds 2019 $342M

MaxPoint Interactive IPO 2015 $294M

TradeKing Ally Financial 2016 $294M

HyperBranch Medical 
Technology Stryker 2018 $220M

COMPANY BUYER YEAR VALUE

Cvent Lanyon 2016 $1.65B

Evolent Health IPO 2015 $973M

Cvent IPO 2016 $812M

Appian IPO 2017 $704M

PIEtech Envestnet 2019 $500M

Cofense BlackRock 2018 $400M

Cavion Jazz Pharmaceuticals 2019 $312M

Verodin FireEye 2019 $250M

OGSystems Parsons 2019 $292M

Endgame Elastic 2019 $234M

TENNESSEE
COMPANY BUYER YEAR VALUE

naviHealth Optum 2020 $2.9B

SmileDirectClub IPO 2019 $1.3B

Confirmation Thomson Rueters 2019 $377M
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Our intent is for this report to further educate investors and entrepreneurs, 

based on our more than 10 years of experience in this space. We look forward to 

producing this report for our audience every year.

This report was generated using data from:

 • PitchBook

 • CB Insights

 • Interviews with entrepreneurs and investors in the region 

 • BIP Capital knowledge and experience

Although believed to be accurate, neither BIP Capital nor any of its members, 

officers, employees, affiliates, or subsidiaries make any warranties regarding the 

information described herein. Neither the information, nor any opinion expressed 

or implied in this report, constitutes a solicitation by BIP Capital for the purchase 

or sale of any securities.


