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Highlights

After returning to more typical levels in
2022 and 2023 from a record in 2021, VC
investment again spiked in late 2024. In the
first quarter of 2025, the U.S. saw

$92.9 billion in deal activity, the second-
highest level on record.

The average size of VC funding deals has
increased significantly in recent years.
Deals worth over $50 million increased from
56.9 percent of the total dollar value in 2019
to 68.7 percent in 2024.

Between 2015 and 2024, the New York City
metropolitan area saw the third-largest
growth by number of transactions
nationally, increasing by 38.4 percent to
nearly 2,200 deals. This was faster growth
than in the San Jose metropolitan area,
which increased 24.4 percent.

Like the nation, New York City experienced
a surge in VC investment in the software
and tech services sector in recent years.
The sector accounted for 37.6 percent of all
investment in the City in 2019, which has
since grown to 52.4 percent in 2024.

The strong sectoral activity was fueled by
investment in artificial intelligence, with Al’'s
share of total investment nationwide
increasing from 16 percent in 2021 to

71 percent in the first quarter of 2025.

In the twelve-month period ending in June
2025, New York City area all-female
founded companies raised $955 million
across 143 deals, outperforming those in
San Francisco during the same period
(%938 million raised in 135 deals).
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Venture capital (VC) is a form of private equity,
where funding is generally provided to a startup
company in exchange for a minority share of
ownership. VC funding in the United States grew
steadily prior to the COVID-19 pandemic. As the
financial capital of the U.S., New York City is a
strong hub for VC investing. In 2024, the

New York City metropolitan area recorded the
second-largest funding level nationwide, with
$28.5 billion in investments, or 13.3 percent of the
total nationally. The area had a higher total value
of VC investment in 2024 than the next three
largest areas combined (Boston, Los Angeles
and Philadelphia).

This growth has placed New York City firmly in
second place among peer U.S. regions for overall
VC activity. Due to the substantial investment
made in the software industry, the San Jose
metropolitan area (Silicon Valley) has long led VC
investments by size and number of deals
nationally. However, the New York City
metropolitan area’s women-owned businesses
received the greatest amount of funding
nationwide in 2025, outperforming Silicon Valley.

In recent years, firms working in artificial
intelligence (Al) have accounted for an increasing
share of overall VC activity, driving up average
deal sizes. This has made it more difficult for
smaller startups to obtain first-round funding,
which has implications for smaller businesses—
particularly minority/women-owned business
enterprises hoping to make a name in New York
City. Additionally, while overall VC activity
remains stronger than before the pandemic, a
recent slowdown amid changes to federal
economic policy portends a cautious outlook for
the industry.



Overview of Venture Capital
Activity

In 2019, the average annual VC investment in
U.S. startups reached $156 billion. From 2015 to
2019, total annual VC investment grew at a
compound annual average rate of 15.5 percent
(see Figure 1). During the pandemic, an unusual
combination of economic conditions pushed VC
investment to new heights.

FIGURE 1
U.S. Annual Venture Capital Activity
(in billions of dollars)
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Amid the onset of the pandemic, the Federal
Reserve reduced its target interest rate to zero. It
also implemented a program of quantitative
easing from March 2020 to November 2021 that
resulted in trillions of dollars’ worth of securities
added to the Federal Reserve’s balance sheet
(see OSC’s October 2022 Securities Industry
report for details).! In addition, changes to
economic behavior and substantial federally
funded fiscal stimulus fueled new business
startup ideas.?

A lower cost of borrowing, higher availability of
capital and a dynamic business environment
drove VC investment in 2021 to a total of
$359.4 billion, more than 2019 and 2020

combined (see OSC’s October 2022 Technology
Sector report for details).?

After setting a record in 2021, activity in the VC
industry returned to pre-pandemic levels in 2022
and 2023, declining 34.4 percent in 2022 and
another 30.1 percent in 2023 to $164.7 billion.
This slowing of activity was due partly to the
Federal Reserve’s efforts to combat inflation by
raising interest rates beginning in March 2022 to
the highest level in over 20 years (see OSC’s
October 2024 Securities Industry report for
details).*

Following the Federal Reserve lowering rates in
December 2024, deal activity surged, reaching a
fourth quarter total of $77.9 billion—more than
double the level from the same period in 2023
and nearly on par with quarterly levels achieved
in 2021.

Within the U.S., VC investment has historically
been concentrated on the West Coast. VC firms
often employ individuals with experience in the
types of firms in which they invest, which has led
to some concentration in the location of VC
capital firms and the companies they invest in.
This history is particularly strong for technology-
fueled business initiatives in Silicon Valley, with
46.3 percent of all funding nationwide going to
companies in the San Jose metropolitan area in
2024 (see Figure 2).

The New York City metropolitan area was the
second-largest recipient of funding in 2024, with
$28.5 billion in investments, 13.3 percent of the
national total. This was a decrease from the 2015
share of 14.6 percent (while the San Jose
metropolitan area share rose from 37.6 percent in
2015), though the total dollar volume of deals
more than doubled during this period. The New
York City metropolitan area had more
transactions in 2024 than the Boston and

Los Angeles metropolitan areas combined, and a
higher total value of investment than the Boston,
Los Angeles and Philadelphia metropolitan areas
combined.
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FIGURE 2

Deal Count and Value in 2024, by Metropolitan Area
Value (in Share of
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Between 2015 and 2024, the New York City
metropolitan area saw the third-largest growth by
number of transactions, increasing by

38.4 percent to nearly 2,200 deals. This was
faster growth than in the San Jose metropolitan
area, which increased 24.4 percent. Philadelphia
and Miami both saw their numbers of transactions
more than double between 2015 and 2024,
though they both still accounted for less than

5 percent of deals in 2024, and less than

2 percent by value.

Artificial Intelligence Drives VC
Activity

The strong activity nationally and locally has been
fueled by investment in artificial intelligence (Al),
with Al's share of total investment nationwide
increasing nearly three-fold from 16 percent in
2021 to 45 percent in 2024.°

The trend continued in the first quarter of 2025,
with $92.9 billion in total deal activity, the second-
highest level on record, behind the fourth quarter
of 2021. In that first quarter, the Al share of total
investment increased to 71 percent. The increase
was driven by the five highest-valued deals, all of
which went toward Al investments, accounting for
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just over half of total investment value

(53.6 percent). Of the five VC firms making these
investments, four were located in California. The
fifth was in Norwalk, Connecticut, which is located
within the New York City metropolitan area.

Following the robust activity at the beginning of
2025, overall VC activity declined in the second
quarter as economic uncertainty related to tariffs
and other federal policies took hold. Total value
was down by 24.7 percent compared to the first
quarter, though still up significantly from the prior
year (by 40.1 percent). Uncertainty on tariff policy
presents an ongoing risk for investment in the
overall VC sector.

Software, Pharmaceuticals and
Biotech Firms Lead Investment

Software has long been the largest sector for VC
activity nationally, and its share has grown more
significantly, particularly as companies have
invested greater amounts in Al technologies.
Total investment in software companies grew
from $28.6 billion in 2015 (32.6 percent of total
funding in the U.S.) to $100 billion in 2024,
accounting for nearly half (46.6 percent) of all
investment that year (see Figure 3). In the first
half of 2025, the share jumped to 57.8 percent,
with more than $94 billion invested in software
companies, the highest half-year amount for a
single sector in the NVCA PitchBook dataset
(beginning in 2015).

Benefiting from this national trend, VC activity
within New York City experienced a surge in the
software and tech services sector in recent years,
according to Bloomberg data compiled by OSC.
The sector accounted for 37.6 percent of all
investment in the City in 2019, which has since
grown to 52.4 percent in 2024. For 2020 to 2024
combined, software and tech services investment
accounted for more than half of all VC investment
(see Figure 4). This represented over $44 billion
in total investment, supporting at least

13,000 employees across firms located in the City
that received VC funding. This figure is likely



FIGURE 3
U.S. Venture Capital Activity by Sector, by Quarter
(in billions of dollars)
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conservative given the fact that many companies Pharmaceutical and biotech firms received the

do not report employment as per the Bloomberg second-highest level of investment nationally,
dataset. The New York City metropolitan area is with $25.7 billion invested in 2024. These firms
home to over 2,000 Al startups, including 35 received 12 percent of funding in 2024, down
unicorns (companies with valuations exceeding from the industry average of 12.9 percent for
$1 billion), and 40,000 workers with Al-related 2015 to 2023. The sector’'s share dropped
skills.® significantly in the first half of this year to

6 percent (from $13.6 billion in the first half of
FIGURE 4 Consumer Discretionary
Share of VC Investment in NYC by Industry v Profucts
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2024 to $9.8 billion in 2025), but this is partly a
reflection of the software sector making up such
an unusually large share of the total.

The second-largest sector for investment locally
was financial services at 13.1 percent of the total
from 2020 to 2024. This was well above the
national share of less than 6.8 percent, which is
to be expected since the City makes up the
largest share of the nation’s securities industry
employment at 17.4 percent in 2024.” The sector
received over $10.8 billion in total investment
during this period.

The next largest sectors in 2024 nationally were
commercial products and services with

$22.8 billion invested (10.6 percent of the total);
health care services and systems ($14.6 billion
invested, 6.8 percent of the total); and consumer
goods and services ($10.9 billion invested,

5.1 percent of total). These sectors generally
align with the next-largest sectors funded locally,
although media companies make up a larger
share locally than nationally.

VC Firms Increasingly Prefer
High-Valued Deals

As investors have supported Al-related firms in
recent years, they have increasingly preferred

FIGURE 5

higher-valued deals. In 2019, deals with a value
of $25 million or less accounted for 75.7 percent
of the total number of deals, but only 59 percent
by 2024. Deals in the same size category
accounted for 28.4 percent of the total deal value
in 2019, and only 20.4 percent in 2024 (see
Figure 5).

Deals worth over $50 million increased from
56.9 percent to 68.7 percent of the total dollar
value during the same period (as a share of the
total number of transactions, deals over

$50 million increased from 4.3 percent to

5 percent during this period). The size category’s
share of total dollar value increased further to
79.5 percent in the first half of 2025.

Total deal value in mega-rounds of funding—
those which exceed $100 million—more than
doubled in the first half of 2025 compared to the
prior year, reaching the highest level on record at
$113.6 billion. However, the number of deals over
$100 million increased by only 18 percent during
this period. As a result, the average deal size
more than doubled from $262 million in the first
half of 2024 to $541 million for the same period in
2025.

U.S. Venture Capital Activity by Deal Size, by Quarter

(as a share of total deals)
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The significant increase in average deal size
suggests a flight to quality among investors who
are less willing to invest in riskier startups and are
instead looking for established firms with growth
potential. The five largest deals in the first quarter
of 2025 were for OpenAl-two funding rounds
each for Anthropic and Infinite Reality, and xAl
(creator of chatbot Grok), each of which already
provides Al services to substantial user bases.®
As investors move toward larger firms with more
established industry foothold, first-time financing
activity has lagged. Despite the total dollar value
of deals increasing by 30.3 percent in 2024
compared to the prior year, total funding for pre-
seed and seed deals actually increased by only
1.5 percent during the same period.

Large deals in New York City included Ramp, a
corporate accounting and expense firm, which
received $200 million in funding; Hebbia Al
($130 million); and Rogo, a firm specializing in Al
for investment banks and private equity firms
($50 million).®

The change in funding strategy is also driven by
an increasing interest in multi-stage investments,
in which investors agree to multiple rounds of
funding, contingent upon the firms reaching
certain milestones. This can be exacerbated by
investors worrying about missing out on the “next
big thing,” causing them to go for large funding
deals at the outset for a greater share of equity. '

New York City’s Female-Founded
Companies Rival San Francisco’s

While total VC activity in the New York City
metropolitan area is less than one-third of the
level in the San Francisco metropolitan area, the
two areas have seen similar levels of capital
raised for companies with all-female founders.
Between 2015 and the second quarter of 2025,
female-founded companies raised $10 billion in
the San Francisco area, while those in the
New York City area raised $9.2 billion. In the
twelve-month period ending in June 2025, New
York City area all-female founded companies

raised $955 million across 143 deals,
outperforming those in the San Francisco area
during the same period ($938 million raised in
135 deals).

Policy and Venture Capital

The tax and spending package passed by
Congress in July 2025, dubbed the “Big Beautiful
Bill,” is expected to have several positive impacts
on VC activity. The qualified small business stock
tax exemption, which has been used during exits
(when investors sell their equity to realize their
investment and generate profits) to exclude gains
from taxes, has been expanded, introducing a
tiered gains-exclusions schedule and raising the
tax-free cap to $15 million (or 10 times the gains,
whichever is higher). The bill also reverses the
requirement to amortize R&D costs over five
years, and now allows them to be deducted
upfront.™

However, there are elements of the legislation
that may negatively impact VC activity. The bill
increases taxes on university endowments,
replacing a flat 1.4 percent tax with a tiered
system that raises the level to as much as

8 percent for elite institutions, which is likely to
reduce their ability to finance VC. Cuts to
Medicaid could impact healthcare startups, and
the removal of the electric vehicle and clean-
energy credits could have implications for the
viability of related tech startups.'

More recently, the federal administration released
its “Al Action Plan,” a series of recommendations
and actions regarding the industry. While not
directly aimed at VC activity, Al’'s share of overall
activity means they are likely to have an impact
on investment. These include directing the Office
of Management and Budget to eliminate
measures or regulations that would
“‘unnecessarily hinder Al development or
deployment,” and limiting funding to states where
a regulatory regime may have a similar impact.
The initiative also aims to make large-scale
computing power more accessible for startups,
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and calls for the creation of “Al sandboxes,”
encouraging companies in highly regulated
industries like health care to experiment with Al
“while committing to open sharing of data and
results.”™

New York State has also made efforts to support
the growth of the industry, particularly through Al
initiatives. The Enacted Budget for State Fiscal
Year (SFY) 2023-24 established the Empire Al
consortium, a $400 million private-public
investment to support research and development
of Al technologies in the State.' The consortium
includes Columbia University, Cornell University
and New York University, and is intended to
invest in Al research for the public good, establish
safeguards for Al systems, and modernize the
penal code to protect people from digital harm.

The New York State Common Retirement Fund,
led by the Comptroller, also has committed funds
to the In-State Private Equity Investment
Program, which includes support for companies
in the venture capital stage. This program invests
in private equity funds that target technology-
based startups and established businesses in the
State seeking expansion capital, spurring private
sector investments and jobs across the State.
About $1 billion of this investment was made in
over 450 companies in New York City, which
includes funding for startups.

Despite the pace of investment and the policy
moves supporting the Al industry, there have
been recent indications of an industry slowdown,
or possibly even a bubble. A report from MIT’s
NANDA (Networked Al Agents in Decentralized
Architecture) project suggests that despite
massive enterprise investment into generative Al,
95 percent of these organizations have seen zero
return.’ The report also points out that while

80 percent of surveyed companies had explored
Al, only half of them had elected to deploy it.
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Venture Capital Outlook

VC investment has seen significant growth
recently, following extraordinary activity amid
accommodative monetary policy during the
pandemic. A renewed interest in artificial
intelligence has propelled the industry to support
startup firms in the software industry both
nationally and locally. Despite the concentration
of overall VC activity in Silicon Valley, the New
York City metropolitan area stands firmly in
second place among peer U.S. regions. This
ranking speaks to the continuing development of
a local ecosystem to support the VC community
and entrepreneurs.

In addition, New York City’s female-founded
companies raised more capital across a greater
number of deals in 2025 than San Francisco’s,
suggesting a more conducive environment for
female startup activity locally that should be
analyzed further and continue to be supported.

This achievement puts the change in preference
to higher-valued deals into sharper focus, as
investors are less interested in newer startups
and first round investments, which have
historically had a large share of female-founded
and minority/women-owned business enterprises.
Larger deals (over $50 million) and mega-deals
(over $100 million) comprise a large share of
overall VC activity, making it more difficult for
smaller, newer startups to secure the funding
needed to get their products out of the initial
development stage.

While Al has comprised a significant share of VC
activity, financial services firms have also
received a significant portion of the funding
locally, providing another key area for the State
and City to continue to monitor for growth. The
City’s role as a media hub and center for
headquarters for pharmaceutical and consumer-
focused firms should also continue to provide
opportunities and talent for new startups.



Though overall VC activity remains stronger than
before the pandemic, the second quarter of 2025
experienced a slowdown from the prior quarter
that is reflective of federal economic policy that
remains uncertain. Public officials can continue to
discuss ways to make New York City’'s
companies more attractive to investors and
support entrepreneurs who lack access to capital.
These efforts will require that they monitor the
funding environment and the recent trend of
mega-deals diverting funds from smaller
companies that are hoping to establish
themselves and support the local economy.
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