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The Funding Landscape at a Glance — Q1 2026

$297B
Total Global VC (Q1 2026 All-Time Record)

~6,000
Startups Funded Globally

+150%
YoY & QoQ Increase

$189B
February 2026 Alone (Largest Single Month Ever)

⚠ Reality Check: The headline growth is heavily concentrated — not broad-based.



The AI Concentration Problem

Funding Breakdown (Q1 2026)
The Barbell Effect: Mega AI rounds vs. early-stage drought

Total Global VC: $297B

AI Companies: $239B (81%)

Just 4 Companies: $186B (64%)

The Mega-Deals

OpenAI $110-120B

Anthropic $30B

xAI $20B

Waymo $16B

Non-AI deal count hit its LOWEST level in a decade. 7 AI deals ≈ total capital invested in ALL other companies.



Macroeconomic Context: 3 Forces Shaping 2026

💰
1. Fiscal Policy

US OBBBA: 100% bonus
depreciation reinstated incl. R&D

Germany: ~20% YoY public
investment growth

UK: British Business Bank
programmes remain active

Tailwind with complications

📉
2. Interest Rates

US Fed targeting ~3% neutral rate

ECB and Bank of England also easing

Cheaper money = equity more
attractive vs alternatives

Risk: inflation could pause rate cuts

Cautious normalisation

🌐
3. Geopolitical Risk

49% of institutional investors cite
conflict as #1 market threat

Capital tilting to defence,
infrastructure, supply-chain
resilience

B2C/consumer businesses face
headwinds

Not background noise — it's a signal

Model scenarios where rates stay elevated — don't rely on consensus forecasts alone.



Stage-by-Stage Funding Conditions

 PRE-SEED /
SEED 

Concept pitches no longer funded —
evidence required

Round Size:£750K – £2M (Europe) | $2.5M – $3.5M (US)

Traction Required:£150K–£400K ARR or paying pilot customers

Pre-Money Valuation:€4M – €12M

AI Premium:+$1M on avg seed size for AI startups

SERIES A

Seed investors want what Series A
used to require

Round Size:£6M – £10M (Europe) | $15M – $20M (US)

ARR Required:£1M – £3M with strong growth trajectory

Pre-Money Valuation:€20M – €50M

Must have: NRR >100%, Gross Margin >60% (SaaS), path to profitability 24-36 months

 SERIES B /
GROWTH 

Capital efficiency > growth rate at all
costs

Round Size:£15M+

ARR Required:£5M+ | Near-EBITDA positive

Focus: CAC payback, LTV/CAC ratio, revenue per employee

Capital Source: Growth equity, private equity, structured debt



UK Market Overview

$7.4B UK VC Received Q1 2026
3rd highest globally (2.5% of global VC)

#3 London Global Startup Ecosystem
Behind only San Francisco & New York

40% Fintech Valuation Premium
European fintech Series A-B median vs AI peers

>50% Exits via Acquisition
Most successful UK tech exits go to US trade buyers

 Comparative Snapshot:
UK vs US Valuation Gap 

Top 10 US AI IPO Candidates:

€1,568.5B

Top 10 European AI IPO Candidates:

€65.5B

"This gap affects how investors price risk at every
stage."

UK's biggest structural advantage: Fintech. London remains Europe's #1 fintech hub.



Sector-by-Sector Conditions

💳 FINTECH 
Global funding: $95.5B (2024) → $116B (2025)

European fintech valuations 40% higher than AI peers at Series A-B

Hot: digital assets/tokenisation, agentic AI, embedded finance

🌱 CLIMATE TECH 
$40.5B VC + growth investment in 2025 (+8% YoY)

Data centre power demand driving clean energy investment +31%

UK strong in offshore wind, grid management, sustainable aviation

🛡 DEFENCE & DUAL-USE 

49% of institutions cite geopolitical conflict as #1
market risk

Commercial tech procurement accelerating
(Anduril/Palantir model)

UKRI DASA grants available for early-stage dual-
use tech

💼 ENTERPRISE SaaS 

AI integration into existing products: threat AND
opportunity

Moats via proprietary data, distribution, deep
integrations

Application-layer AI startups: investors cautious
on durability

🛒 CONSUMER 

Investors pivoting sharply away from mass-
market consumer

K-shaped economy: capital targets
premium/affluent segments only

Bar has risen substantially — profitability
required to raise



The Exit Environment

🤝 M&A — Most Viable Path 

Global buyout/exit value: $904B in 2025
(+44% YoY)

Middle-market M&A remains subdued (high
rates suppress LBOs)

Strategic M&A (trade buyers) more
attainable than financial M&A (PE)

MOST ACCESSIBLE

📈 IPO — A High Bar 

$119.4B from 62 US listings in 2025

GAAP profitability + clean compliance now
table stakes

Several high-profile listings withdrawn in
early 2026

London AIM: accessible but liquidity
challenges persist

SELECTIVE

🔄 Secondary Markets —
Growing 

22% of active CVCs used secondaries for
liquidity in 2025 (up from 15%)

Average time-to-exit extending well beyond
5-7 year expectation

Practical necessity for managing cap tables
with early investors/employee options

GROWING FAST

KEY INSIGHT: For most UK founders: strategic trade sale to a corporate acquirer is more realistic than an IPO or PE exit in the current
market. 



Practical Guidance for Founders
5 Principles That Separate Businesses That Raise From Those That Don't

1
Know Which Market You're Actually In

Identify your true stage, the right capital type (equity/debt/grant), and which investors are actively deploying NOW — before approaching anyone.

2
Build Fundability First, Then Raise
Clean financials, credible model, legal/IP hygiene, defendable assumptions. Investors conduct deeper due diligence than 3 years ago.

3
Accept the New Valuation Reality
2021 multiples are not returning. A transparently managed down-round is better than missing runway. Price for 2026.

4
Non-Dilutive Capital Before Dilutive
R&D tax credits (up to 27%), Innovate UK grants, BBB guarantee schemes, Start Up Loans — exhaust all options before touching equity.

5
Investor Relationships Are a Long Game
Warm intros and ongoing updates beat cold outreach. Build relationships before you need capital.



Key Metrics Benchmarks
UK / European Reference Points for 2026

🌱 SEED 

Round Size:

£750K – £2M

ARR Required:

£150K – £400K (or paid pilots)

Pre-Money:

€4M – €12M

AI Premium:

+$1M avg deal size

📊 SERIES A 

Round Size:

£6M – £10M

ARR Required:

£1M – £3M

Pre-Money:

€20M – €50M

Must Have:
NRR >100%, GM >60% (SaaS)
Path to profitability: 24–36 months

🚀 SERIES B / GROWTH 

Round Size:

£15M+

ARR Required:

£5M+

EBITDA Target:

Near-EBITDA positive

Key metrics:
CAC payback, LTV/CAC
Revenue/employee

💷 UK Non-Dilutive Funding Programmes 

R&D Tax Credits:
Up to 27% of qualifying spend

Innovate UK Smart Grants:
£25K – £500K

Start Up Loans (BBB):
Up to £25K per director

Enterprise Finance Guarantee:
£1K – £1.2M



Outlook: 2026–2027

"The era of cheap capital and low standards is over. What
has replaced it rewards substance more consistently than
at any point in the past decade."

— Kurt Graver, SGI Consultants

⚠ AI Concentration Risk 

"74% of institutional investors expect a market correction. If AI valuation sentiment cools,
downstream private-market liquidity tightens for all."

📊 Interest Rate Scenarios 

"Model scenarios where rates stay elevated longer than consensus. Don't build a 3-5 year plan
on a single rate path."

✅ The Winning Formula 

"Disciplined execution + measurable traction + capital efficiency + realistic pricing = fundable in
2026."

Market Sentiment Check

74%
Institutional Expectation
expect a market correction

49%
Geopolitical Risk
cite conflict as #1 economic threat

4 Cos.
Capital Concentration
absorbed 64% of all Q1 2026 VC

22%
Secondary Market Usage
of CVCs using for liquidity

Businesses that build with discipline and demonstrate measurable outcomes will thrive — regardless of macro headlines.



About SGI Consultants

25+
Years of Experience

2,000+
UK Businesses Supported

£250M+
Funding Secured for Clients

90%
Success Rate (Equity, Grants & Debt)

SGI Consultants is a London-based business consultancy specialising in funding
strategy, business planning, and growth consulting for UK startups and SMEs.

Ready to Raise?
Book Your FREE 30-Minute
Funding Assessment

No obligation. No sales pressure. Just an
honest conversation about your business and
what it would take to make it fundable.

startgrowimprove.com

Services: Business Plans · Startup Consulting · Growth
Consulting · Mentoring

This report is produced for informational purposes only. It does not constitute financial or investment advice. © 2026 SGI Consultants
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