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After a bang-up start to 2015, San Diego’s venture capital market fell in the second quarter. 
While the number of venture investment deals was up from 16 in the first quarter to 22 in the 
second, the capital invested dropped by more than half, from $254.92 million to $116.29 million, 
according to the Dow Jones VentureSource report. 

Tim Holl, a partner at Ernst & Young who’s been in the San Diego market for 
two decades, said he doesn’t see any indicators that the drop is more than a 
quarterly fluke. 

“From my perspective, I think sometimes these things ebb and flow, 
depending on how early-stage these companies are,” Holl said. “I don’t think 
it’s an overall trend.” 

While the first quarter saw a large sum invested in fewer deals in San Diego — likely due to 
later-stage financings — it’s possible that the second quarter simply had earlier-stage companies 
seeking funds, which would explain the drop in investment. 

What Holl sees as a trend is strong growth in venture money raised, which is, 
in part, a byproduct of the reinvestment of funds from successful deals. 

“What we’re thinking is going to happen is the amount of money recycled as a 
result of both VC money — and if you look locally with Auspex being 
acquired and now Receptos recently acquired — that creates additional 
capital for VCs potentially still in there,” Holl said. “If you have 
entrepreneurs stay in the community, that’ll create additional opportunities.” 
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The amount of venture capital invested into San Diego-based VC-backed companies in the 
corresponding number of deals. 

As always, the health care sector — biotech in particular — was San Diego’s strong point. More 
than half of all VC money went to biotech or medical device firms in 10 deals. Business and 
financial services claimed the next spot with six deals bringing in $41 million. 

Venture funds nationally raised $12.9 billion, the most since 2007, with $19 billion invested, the 
highest dollar figure since 2000. The $19 billion was invested in 1,034 deals, a 12 percent 
increase from the previous quarter. 

IPO activity was through the roof in the second quarter, with 27 venture-backed companies 
raising $2.5 billion through initial offerings — a 125 percent increase in number of deals, and 
triple the dollar amount of the previous quarter. 

Mergers and acquisitions dropped, with 86 deals garnering $9.5 billion, decreases of 26 percent 
and 16 percent respectively. 

Local venture firm Avalon Ventures was the most active investor in San Diego this quarter with 
four deals. 

“I think if you look at the national trends and you look at the combination of 
amount of dollars that have gone into VCs and you look at the IPO market, 
which has been continuing to see activity, I think we’re going to continue to 
see investment in San Diego. How much will depend on the quality of 
companies and what life cycle stage they’re in,” Holl said. 
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