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In Brief  

• 2023 ended with a more resilient than expected global economy, avoiding a 

widely anticipated U.S. recession. Inflation fell from record highs as global bond 

yields rose globally and the Fed ended 2023 by signalling a pivot toward lower 

rates. 

• Within the private markets, Growth Equity Partners views the landscape as a 

tale of two cities: down rounds are increasingly prevalent as companies are 

unable to grow into the valuations set in their previous funding rounds. 

Concurrently, certain subsectors such as Artificial Intelligence (AI) and emerging 

categories within cybersecurity continue to command premium valuations 

relative to their fundamentals.  

• Unlike other hype cycles that largely underwhelmed relative to investor 

expectations, AI will continue to be a dominant thematic and area of focus in 

2024 and beyond for consumers, businesses, and investors. Virtually all sectors 

are being transformed by AI but, despite recent advancements in the 

technology, we are still in the very early innings of seeing its full impact. 

• In 2024, IPO markets will continue to open, but the bar for successful IPOs will 

remain elevated with public markets rewarding high quality, profitable 

businesses at reasonable valuations. In many instances, founders will be faced 

with the dilemma of continuing to grow their businesses in the private markets or 

accept the new reality that their IPO price, in many instances, is below the price 

set in the most recent round of financing. 
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Market Dynamics 

Within the private markets, Growth Equity Partners views 

the landscape as a tale of two cities: down rounds are 

increasingly prevalent as companies are unable to grow 

into the valuations set in their most recent funding rounds. 

Concurrently, certain subsectors such as Artificial 

Intelligence (AI) and emerging categories within 

cybersecurity continue to command premium valuations 

relative to their fundamentals. 

Firstly, deal making activity continues to be largely in 

decline on a year-over-year basis and the rate of down 

rounds is climbing. Notably, the rolling 200-deal average 

percentage of down rounds for both early- and late-stage 

deals are at 5-year highs: nearly ~20% of Series C+ 

transactions were down rounds while earlier stage 

financings (Seed-B) reached 8%1.  

Prevalence of Down Rounds 

 

Source: Aumni; data as of November 2023. 

One in every five late-stage (Series C+) deals are 

down rounds while the rate for early-stage down 

round deals (Series Seed–B) has also climbed to 5-

year highs2. 

In parallel, some founders are continuing to seek 

extensions or bridge rounds from existing investors to 

preserve valuation and avoid markdowns. This was 

another recurring theme in 2023 with bridge rounds 

comprising more than 1 in 3 deals across the late-stage 

 
1 Aumni. November 2023 
2 Aumni. November 2023 
3 State of Startups 2023. Carta. 2023 

venture and early growth markets3. As we near the end of 

the 2-year mark of the 2022 correction, in which many 

founders and companies were advised to extend runway 

for as long as possible, we believe the bridge round trend 

will gradually dissipate in 2024 and result in more down 

rounds as these founders seek financing.  

Secondly, we continue to observe outliers in high-quality 

AI and emerging categories within cybersecurity 

companies which are commanding premium valuations 

relative to their fundamentals, thus driving up average 

valuations across the VC ecosystem.  

Geopolitical dynamics will continue to have an increased 

influence on investor outlooks. To this end, 27% of 

respondents from Pitchbook’s VC survey believe that war 

will significantly impact the technology sector in the 

coming years, second only to high interest rates, resulting 

from the backdrop of the Israel-Hamas war, ongoing war 

in Ukraine and continued tension between the US and 

China4. 

IPO Market 
 

Growth Equity Partners went against consensus in 2023 

with a view that IPO markets would not re-open in the year 

ahead. While there was a glimmer of hope for the market 

in September with a few high-profile technology IPOs, 

performance largely disappointed expectations in the 

subsequent months and the technology IPO market has 

since remained quiet. In 2024, IPO markets will likely 

open, albeit slowly, but the bar for successful IPOs will 

remain elevated with public markets rewarding high 

quality, profitable businesses and even those companies 

will receive must more modest valuation relative to the 

excesses of 2020 and 2021.  

 

Illustrating the points above, 2023 saw two of the first 

major VC-backed IPO exits since late 2021, Klaviyo and 

Instacart. Both companies grew revenue ~40%+ in 2022 

and were profitable5, however, both went public at a 

discount to their last priced private rounds. Additionally, 

post-IPO trading performance has been disappointing, 

with Klaviyo down -15.4% and Instacart down -27.8% from 

their respective IPO prices6. The muted pricing and 

trading of these deals, despite their strong financial 

4 H2 2023 VC Tech Survey. Pitchbook. 2023 
5 S-1 filings. 2023 
6 Bloomberg Finance L.P. 2023
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profiles, are signs that a broader IPO market reopening 

may not come until the market feels the effects of an 

accommodating monetary policy.  

 

As we think about the backlog of IPOs and potential 

liquidity events, one must keep in mind that 50% of the 

global unicorns were created in 20217 and these 

companies collectively raised north of $200B of cash8. 

Further, this translates to companies having years of 

liquidity while still proving out their business model. In 

many instances, company valuations from the most recent 

financing rounds remain high relative to the underlying 

public market multiples that saw a meaningful correction 

over the past two years. This valuation disconnect is 

among the biggest factors in keeping companies from 

going public. Founders are faced with the dilemma of 

continuing to grow their businesses in the private markets 

or accept the new reality that their IPO, in many instances, 

is well below their most recent round of financing.  

Generative Artificial Intelligence (GenAI) 

OpenAI’s ChatGPT quickly established generative AI as a 

transformative trend, reaching an estimated 100 million 

monthly active users in January 2023. Achieving this feat 

just two months after its launch, ChatGPT is the fastest-

growing consumer application in history9. Witnessing the 

power of ChatGPT and similar technology, the world has 

since considered how generative AI could radically 

transform economies, companies, and the way we live. 

Several verticals are transforming with the technology, 

especially those with redundant and highly manual 

workflows – the legal, healthcare, and logistics spaces are 

only a few examples. Despite generative AI’s dominance 

of the news in 2023, its full impact is yet to be seen.  

Enterprises cautiously experimented with solutions in 

2023, while 2024 will see generative AI products directly 

affect workflows and boost productivity. Companies’ 

appetite for these solutions presents a massive new area 

of spend across AI infrastructure and applications, yielding 

significant investment opportunities.  

 

Generative AI was a rare bright spot in both the VC 

ecosystem and corporate budgets in 2023. Startups such 

as OpenAI raised rounds as large as $10B, and several 

 
7 Gene Teare, “Global Venture Funding and Unicorn Creation in 2021 Shattered All 
Records.” Crunchbase News, January 5, 2022 
8 Pitchbook. 2023 

VC firms announced large commitments to invest in the 

nascent space. Several other startups such as Anthropic 

raised billions from both VC investors and megacap tech 

companies.   

 

With investor interest comes spending appetite: while 

enterprises largely tightened their software spending in 

2023 as rate hikes ushered in austerity measures, 

generative AI defied this trend. Some surveys suggest 

~80% of enterprise technology buyers expect to deploy 

generative AI solutions in the next 12 months, and 59% of 

buyers are expected to increase AI/ML spending in the 

next six months10. It is rare to see such a tight coupling of 

investor excitement, consumer interest, and enterprise 

demand. We attribute this combination to the unique and 

immediate productivity gains enabled by generative AI, 

with JPMC estimating a potential 10% ($7-10T) boost to 

global GDP enabled by GenAI11.  

AI/ML enterprise technology spending trends 

 

Source: Battery Q3 2023 Cloud Software Spending Survey  

While Growth Equity Partners acknowledges the sector is 

still early in adoption and many companies’ valuations are 

ahead of their current scale, we firmly believe that the 

hype around generative AI is well-justified. In addition to 

household names such as OpenAI and Anthropic, several 

startups across the ecosystem will emerge as leading 

standalone companies and return significant value to their 

investors.   

 

9 Krystal Hu, “ChatGPT sets record for fastest-growing user base – analyst note.” 
Reuters, February 2, 2023 
10 Q3 2023 Cloud Software Spending Survey. Battery Ventures. 2023 
11 J.P. Morgan Chase & Co. 2023 
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Growth Equity Partners continues to prioritize the 

infrastructure companies building generative AI 

technology and software companies employing generative 

AI to differentiate their applications. Our research 

suggests companies that will stand out in these crowded 

fields are those with strong engineering teams, solutions 

that enable enterprises to make the most of their 

proprietary data, and intelligent automation of painfully 

manual workflows.  

Creative deal structures are in  
The bar for successful companies has and will continue to 

be elevated across public and private markets. High 

quality, profitable companies (or companies evidencing a 

path to profitability) will be rewarded yet even in these 

instances valuations will be muted relative to multiples 

witnessed in 2020 and 2021. 

 

AI will continue to be a thematic area of focus in 2024 for 

consumers, businesses, regulators, and investors broadly. 

Deliberate deployment and investment in companies in 

less considered AI verticals, with top talent and solutions 

that enable the use of proprietary data, are the keys to 

success.  

 

As a result of the current deal making and valuation 

environment, committed capital across the VC and growth 

equity ecosystem will likely need to be deployed more 

creatively in structured equity deals and ‘growth buyout’ 

transactions. As the broader growth equity landscape 

continues to shift, one must remember that the best 

performing fund vintages have often followed bear 

markets12. The Growth Equity Partners team remains 

optimistic that investors will find more attractive 

opportunities as reasonable entry points in the year 

ahead.  

 

 

 

 

 

 
12 Anonymous, “2022: A Superior Vintage in the Making for VC.” Thales, 

November 1, 2022 

  

.  

Next steps 

For more information, contact your 

J.P. Morgan representative. 



2024 Global Alternatives Outlook  

 

 

 

FOR INSTITUTIONAL / WHOLESALE / PROFESSIONAL CLIENTS AND QUALIFIED INVESTORS ONLY – NOT FOR 

RETAIL USE OR DISTRIBUTION  
 
 

NOT FOR RETAIL DISTRIBUTION: This communication has 

been prepared exclusively for institutional, wholesale, 

professional clients and qualified investors only, as defined 

by local laws and regulations. 

 

This is a promotional document and is intended to report solely 

on investment strategies and opportunities identified by J.P. 

Morgan Asset Management and as such the views contained 

herein are not to be taken as advice or a recommendation to buy 

or sell any investment or interest thereto. This document is 

confidential and intended only for the person or entity to which it 

has been provided. Reliance upon information in this material is 

at the sole discretion of the reader. The material was prepared 

without regard to specific objectives, financial situation or needs 

of any particular recipient. Any research in this document has 

been obtained and may have been acted upon by J.P. Morgan 

Asset Management for its own purpose. The results of such 

research are being made available as additional information and 

do not necessarily reflect the views of J.P. Morgan Asset 

Management. Any forecasts, figures, opinions, statements of 

financial market trends or investment techniques and strategies 

expressed are those of J.P. Morgan Asset Management, unless 

otherwise stated, as of the date of issuance. They are 

considered to be reliable at the time of production, but no 

warranty as to the accuracy and reliability or completeness in 

respect of any error or omission is accepted and may be subject 

to change without reference or notification to you. 

Investment involves risks. Any investment decision should be 

based solely on the basis of any relevant offering documents 

such as the prospectus, annual report, semi-annual report, 

private placement or offering memorandum. For further 

information, any questions and for copies of the offering material 

you can contact your usual J.P. Morgan Asset Management 

representative. Both past performance and yields are not reliable 

indicators of current and future results. There is no guarantee 

that any forecast will come to pass. Any reproduction, 

retransmission, dissemination or other unauthorized use of this 

document or the information contained herein by any person or 

entity without the express prior written consent of J.P. Morgan 

Asset Management is strictly prohibited. 

J.P. Morgan Asset Management or any of its affiliates and 

employees may hold positions or act as a market maker in the 

financial instruments of any issuer discussed herein or act as the 

underwriter, placement agent or lender to such issuer. The 

investments and strategies discussed herein may not be 

appropriate for all investors and may not be authorized or its 

offering may be restricted in your jurisdiction, it is the 

responsibility of every reader to satisfy himself as to the full 

observance of the laws and regulations of the relevant 

jurisdictions. Prior to any application investors are advised to 

take all necessary legal, regulatory and tax advice on the 

consequences of an investment in the products. 

Securities products, if presented in the U.S., are offered by J.P. 

Morgan Institutional Investments, Inc., member of FINRA. 

J.P. Morgan Asset Management is the brand for the asset 

management business of JPMorgan Chase & Co. and its 

affiliates worldwide.  

To the extent permitted by applicable law, we may record 

telephone calls and monitor electronic communications to 

comply with our legal and regulatory obligations and internal 

policies. Personal data will be collected, stored and processed 

by J.P. Morgan Asset Management in accordance with our 

privacy policies at https://am.jpmorgan.com/global/privacy. 

This communication is issued by the following entities:  

In the United States, by J.P. Morgan Investment Management 

Inc. or J.P. Morgan Alternative Asset Management, Inc., both 

regulated by the Securities and Exchange Commission; in Latin 

America, for intended recipients’ use only, by local J.P. Morgan 

entities, as the case may be.; in Canada, for institutional clients’ 

use only, by JPMorgan Asset Management (Canada) Inc., which 

is a registered Portfolio Manager and Exempt Market Dealer in 

all Canadian provinces and territories except the Yukon and is 

also registered as an Investment Fund Manager in British 

Columbia, Ontario, Quebec and Newfoundland and Labrador. In 

the United Kingdom, by JPMorgan Asset Management (UK) 

Limited, which is authorized and regulated by the Financial 

Conduct Authority; in other European jurisdictions, by JPMorgan 

Asset Management (Europe) S.à r.l. In Asia Pacific (“APAC”), by 

the following issuing entities and in the respective jurisdictions in 

which they are primarily regulated: JPMorgan Asset 

Management (Asia Pacific) Limited, or JPMorgan Funds (Asia) 

Limited, or JPMorgan Asset Management Real Assets (Asia) 

Limited, each of which is regulated by the Securities and Futures 

Commission of Hong Kong; JPMorgan Asset Management 

(Singapore) Limited (Co. Reg. No. 197601586K), which this 

advertisement or publication has not been reviewed by the 

Monetary Authority of Singapore; JPMorgan Asset Management 

(Taiwan) Limited; JPMorgan Asset Management (Japan) 

Limited, which is a member of the Investment Trusts Association, 

Japan, the Japan Investment Advisers Association, Type II 

Financial Instruments Firms Association and the Japan 

Securities Dealers Association and is regulated by the Financial 

Services Agency (registration number “Kanto Local Finance 

Bureau (Financial Instruments Firm) No. 330”); in Australia, to 

wholesale clients only as defined in section 761A and 761G of 

the Corporations Act 2001 (Commonwealth), by JPMorgan Asset 

Management (Australia) Limited (ABN 55143832080) (AFSL 

376919). 

For U.S. only: If you are a person with a disability and need 

additional support in viewing the material, please call us at 1-

800-343-1113 for assistance. 

Copyright 2024 JPMorgan Chase & Co. All rights reserved. 

Malaysia, Philippines, Brunei, Thailand, Indonesia, India, 

Vietnam and Korea: This document is provided in response to 

your request. This document is for informational purposes only 

https://am.jpmorgan.com/global/privacy
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and does not constitute an invitation or offer to the public. This 

document including any other documents in connection are for 

intended recipients only and should not be distributed, caused to 

be distributed or circulated to the public. This document should 

not be treated as a prospectus or offering document and it has 

not been reviewed or approved by regulatory authorities in these 

jurisdictions.  It is recipient’s responsibility to obtain any 

regulatory approvals and complying with requirements applicable 

to them.  

People’s Republic of China: This document is private and 

confidential and is issued to you upon your specific request and 

is provided for your internal use and informational purposes only.  

It may not be photocopied, reproduced, circulated or otherwise 

distributed or redistributed to others. This document does not 

constitute an offer, whether by sale or subscription, in the 

People's Republic of China (the "PRC"). Any interests stated is 

not being offered or sold directly or indirectly in the PRC to or for 

the benefit of, legal or natural persons of the PRC.  Further, no 

legal or natural persons of the PRC may directly or indirectly 

purchase any beneficial interest therein without obtaining all prior 

PRC’s governmental approvals that are required, whether 

statutorily or otherwise. Persons who come into possession of 

this document are required by the issuer and its representatives 

to observe these restrictions. 

Material ID: 09ga240501223843 
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