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From an economic development point of view, the importance of a vibrant Venture Capital (VC) 
ecosystem cannot be overstated. VC promotes innovation and productivity by providing the capital and 
resources needed for high-potential but less established businesses to grow. According to a recent 
study on the economic impact of VC, VC-backed companies account for an astounding 41% of the total 
US market capitalisation and 62% of US public companies’ R&D spending.1 Moreover, among public 
companies founded within the last fifty years, VC-backed companies account for half in number, three 
quarters by value, and more than 92% of R&D spending and patent value.   
The Indian and Southeast Asian VC ecosystem are less mature and less sophisticated compared to 
the US system. However, what we observe on the ground in Asia is that 2021 was a milestone year for 
India and Southeast Asia because of significant exits coming from both markets (including Zomato, 
Freshworks, and Paytm from India and Bukalapak and Grab from Southeast Asia). VC ecosystems 
are entering a virtuous cycle where significant exits produce wealthy entrepreneurs who recycle 
their financial and human capital into the VC space, thereby increasing the pool of capital, talent, 
entrepreneurs, and ideas. In essence, success is breeding success. 

Silverhorn Perspective

April 2022

1The Economic Impact of Venture Capital: Evidence from Public Companies published by Will Gornall and Ilya A. Strebulaev on 29 October 2015

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2681841
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2681841
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1.  Economic growth  
In our March Perspective, we described the fundamental forces driving fast economic growth in the 
SEA region. To recap, we see four key drivers:   
i. Favourable demographics due to a young and increasingly urbanised population 
 
 
 
 
 
 
 
 
 
ii. Rising income levels leading to a rapidly increasing middle-class

 iii. Shift in global supply chains to Southest Asia due to low-cost advantage and positive structural 
reforms as well as a result of the increasing strategic competition between China and the US

2United Nations, Credit Suisse 
3The International Monetary Fund 
4UNCTAD World Investment Report 2021

In the following paragraphs, we discuss the development of the Indian and Southeast Asian venture 
capital ecosystem based on what we believe are the six key factors:

Percentage of the population between the ages 0-34 in 20202
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https://www.silverhorngroup.com/asean-how-to-benefit-from-the-secular-growth-story/
https://www.imf.org/external/datamapper/PPPPC@WEO/OEMDC/ADVEC/WEOWORLD
https://unctad.org/webflyer/world-investment-report-2021
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 iv. Digital tailwinds and technological leapfrogging due to ever-increasing smartphone      
penetration among a tech savvy population 

                     
As the charts above indicate, the same structural forces apply to India, which will continue to see 
strong economic growth for decades to come.

2.  Capital supply 
Venture capital investors are looking at India and Southeast Asia countries more seriously, which is 
reflected by a significant increase in supply of capital into the ecosystem.   
VC-backed startups in Southeast Asia saw record-high equity funding in 2021, doubling from 2020. 
Out of the USD 23bn equity capital raised last year, USD 9.4bn was raised by the 25 newly minted 
unicorns in the region.   
India saw an even steeper increase in startup funding, jumping from USD 12bn in 2020 to USD 46bn 
in 2021. Venture-backed companies, such as tech behemoths Flipkart and BYJU’S who alone raised 
USD 5.3bn, are coming of age, transitioning to late-stage venture rounds and eventually to a public 
listing. This level of funding creates additional attention and, as a result, brings more capital to the 
venture space in the country.
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5DataReportal 
6SE Asia Deal Review: Q4 2021 published by Deal Street Asia in January 2022 
7India Deal Review: Q4 2021 published by Deal Street Asia in February 2022 
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 At the same time, capital raised by VC fund managers (GPs) in India and Southeast Asia kept 
increasing, so there is significant “dry powder”. As global liquidity is tightening, this “dry powder” 
will likely serve as a cushion to valuations as there is pressure to put that capital to work. Generally, 
we believe that the global liquidity tightening will primarily affect frothy late-stage deals, whereas 
the impact on early-stage venture will be less.  

3.  Investor sophistication 
The level of investor sophistication is critical in the development of a VC ecosystem as it improves 
human capital and leads to increased institutionalisation across the industry. Most experienced VC 
investors do not merely provide capital but provide value-add beyond that as they have either been 
entrepreneurs themselves and understand the challenges or they are career investors who have 
seen countless portfolio companies overcoming — or floundering under — the same obstacles. The 
type of value-add a VC investor can provide is different depending on the stage of the company. 
In the very early-stage, it is mostly about the support in hiring key people, ensuring and assessing  
product-market fit, and introducing business development leads. In the later stage of a start-up, 
the focus shifts to support in overcoming typical growth pain points such as hiring enough people, 
defining the right KPIs, raising additional capital, creating processes and documentation, and 
general mentoring or coaching.   
In India and Southeast Asia, three developments are indicating an increasing level of VC investor 
sophistication. First, the angel investing community across India and Southeast Asia is booming. 
According to Fortune India, the country is now home to a 26,500-plus angel investing community, 
comprising primarily of successful entrepreneurs and private investors. A similar development can 
be observed in Southeast Asia with an ever-increasing number of angel investment networks as 
well as incubator and accelerator programs. Second, most of the global household names in the 
VC space have opened offices in India and/or Southeast Asia, including Sequoia, Accel, Bessemer, 
Matrix, Lightspeed, Tiger Global, B Capital, etc. These companies come to the region with — in 
certain cases — decades of experience and a level of institutionalisation that is still beyond most 
— albeit not all — local VC firms. Third, there is an increasing list of homegrown VC firms that 
are becoming more experienced, sophisticated, and institutional. Moreover, and this is related to 
the second point, over time we will see more and more local “spin-offs” from the global players 
mentioned above, further boosting the quality of local venture firms.

4.  Government support 
As mentioned at the outset, a vibrant VC ecosystem fosters innovation, entrepreneurship, and 
productivity, which leads to higher economic growth. As such, governments have a strong interest 
in promoting the domestic VC scene.   
India has made big strides in this regard. Over the last couple of years, India has introduced 
various reforms and initiatives to become more corporate friendly (e.g. introduction of goods 
and services tax, insolvency and bankruptcy code, etc.) and to foster investments and boost 
entrepreneurial spirits. Flagship initiatives include Atmanirbhar Bharat, Make in India, and Digital 
India. Furthermore, there is a very long list of reforms and government initiatives directly targeted 
at India’s VC ecosystem most notably the removal of the “angel tax”8 in 2019 or the introduction of 
Startup India in 2016. 

8Angel tax is levied on the capital raised by privately held companies via the issue of shares.

https://aatmanirbharbharat.mygov.in/
https://www.makeinindia.com/
https://www.digitalindia.gov.in/
https://www.digitalindia.gov.in/
https://www.startupindia.gov.in/


Marketing Communication Page 5

 In Southeast Asia, we can observe a very similar trend across countries. Over the last couple of 
years, governments came to realise how value generative a dynamic VC ecosystem can be and 
hence carried out a range of VC-centric initiatives with Singapore setting the standard in this 
respect. To establish the virtuous cycle of starting up and exiting, Singapore has introduced more 
than 10 schemes over the last decade. These include Startup SG, Enterprise Singapore, the Market 
Readiness Assistance Grant, VentureForGood, and the Early Stage Venture Fund Initative. The 
result is that today, Singapore is home to nearly 4,000 tech startups, over 500 startup investors, 
and 200 accelerators and incubators9. 

5.  Exit markets 
Having consistent exits — be it IPOs, secondaries, or strategic acquisitions — is a pre-requisite for a 
vibrant VC ecosystem. Exits mean the more mature companies may become more acquisitive. Exits 
mean founders begin to have spare money to invest into the community. Exits mean investors are 
generally becoming more sophisticated as they have experienced a full life cycle. And exits bring 
more capital into the region. All of this is leading to a virtuous cycle, or as they call it, a flywheel 
which we alluded to at the beginning of this report.   
In terms of exits, India and Southeast Asia stood out in the past year. This is particularly noteworthy 
in an Asian context as it means opportunities are maturing beyond China, which is currently still the 
largest VC market in the region.   
Indian local listings are finally becoming feasible. 2021 marked the first year where an entire range 
of venture-backed Indian tech startups went public locally. In fact, India recorded an astonishing 
63 IPOs, which raised USD 16bn and showed a high level of confidence among domestic investors 
(Zomato was oversubscribed 7.5 times). Another reason why 2021 was a defining year for Indian 
venture exits was because this stellar list of IPOs represented merely 38% of the total exit value, 
while the rest was driven by secondary and strategic sales.

  

The Southeast Asian exit market is also booming and saw three blockbuster exits in the last 4 
months alone. Grab was listed (via a SPAC) at Nasdaq in early December at a valuation of USD 
40bn. This was followed by Bukalapak’s listing in Indonesia at a valuation of USD 2.6bn and, more 
recently, by GoTo’s IPO in April at a valuation of USD 32bn, both on the Indonesia Stock Exchange. 
One of the reasons why we see more domestic listings is an improved regulatory environment for 
exits. For example, GoTo was the first listing to benefit from Indonesia’s new regulations that allow 
dual class shares. Moreover, the Monetary Authority of Singapore recently rolled out rules regarding 
SPAC listing on the Singapore Exchange, which opens an additional path to exit.
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9Creating a Future-Ready Startup Ecosystem published by PwC on 7 January 2022 

10India Venture Capital Report 2022 published by Bain & Company in 2022
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6.  Pool of entrepreneurs & talents 
Ultimately, it is the people that are driving innovation, therefore it is crucial to have a steady supply 
of high quality human capital. In both India and Southeast Asia, average levels of education have 
gone up consistently over the past decades and more STEM talents are coming to the market. 
Another aspect of the talent pool growth is how successful tech companies such as SEA 
Limited, Lazada, and others have developed standardised grooming of tech talents in back-end 
development, UI/UX, product development, IT architecture, etc.   
However, this grooming goes beyond tech and also includes talents in Sales, Marketing, Human 
Resources, etc. Overall, many of the successful large tech companies serve as a breeding ground 
for talent to become a founder or co-founder of a new startup or CEO of an existing company. For 
example, research by Asia Partners suggest that 371 of former Lazada employees have founded 
or co-founded a startup or became the CEO of another company. This is an astonishingly high 
number given that Lazada itself was founded only in 2012. This clearly shows how these successful 
“academy” companies breed entrepreneurial talent and are therefore a key factor in developing 
local venture communities. As these communities grow, more experiences, ideas, and networks are 
shared, business opportunities are discussed, and collaborations are set up, which all enhance the 
ecosystem. 

Academy companies11

Current or past 
employees in SEA

Currently a Founder/ 
Co-founder/CEO

% of current or past employees that 
became a Founder/Co-founder/CEO

Lazada 17,045 371 2.2

Sea Limited 23,210 336 1.4

Grab 37,009 312 0.8

Gojek 24,072 262 1.1

Tokopedia 7,564 162 2.1

Zalora 4,852 155 3.2

Traveloka 4,787 118 2.5

Bukalapak 4,496 99 2.2

OVO 2,434 59 2.4

As this assessment shows, all the ingredients in India and Southeast Asia are in place for the startup 
and venture capital ecosystem flywheel to properly take off.12 Once this happens, the effects will be 
extremely strong because success breeds success.

11Asia Partners 
12Read the fascinating case study of Westwing and how it affected the European VC ecosystem by Alan Poensgen here.

https://alanpoensgen.medium.com/the-startup-ecosystem-flywheel-westwing-as-a-case-in-point-440a1672e453
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as of 13/4/2022

No. Date Event

1 Jan 18

2 Feb 24

3 Mar 07

4 Mar 10

5 Mar 15

6 Mar 16

7 Mar 17

8 Mar 17

9 Mar 29

10 Apr 13

YTD (USD) QTD (USD) Yield (YTW) YTD (LC) QTD (LC)

S&P 500 -6.3 -6.3 -2.1 Asia High Yield Bonds* 12.4 -11.1 -1.2

Euro Stoxx 50 -10.5 -14.4 -3.6 China High Yield Bonds 14.9 -21.8 0.8

TOPIX -4.1 -12.1 -5.1 Asia IG Bonds* 4.1 -7.6 -1.3

KOSPI -8.8 -11.1 -1.0 China IG Bonds 3.5 1.0 0.3

CSI 300 -16.2 -16.3 -3.2 * in USD unhedged

MSCI China -15.9 -16.3 -3.4

TAIEX -4.8 -9.3 -3.0 Spot QTD (%)

Sensex 0.3 -1.7 -1.7 USD Index 99.9 4.4 1.3

SET 2.0 1.4 -1.7 Gold 1978 8.1 2.7

PSEi -1.0 -3.0 -3.2 Europe EUR/USD 1.09 -4.2 -1.4

VNI -1.3 -1.5 -2.8 Australia AUD/USD 0.75 2.6 -0.6

KLCI 3.5 1.7 -0.7 Japan USD/JPY 126 9.2 2.5

STI 7.7 6.5 -2.5 South Korea USD/KRW 1227 3.2 1.0

JCI 11.4 10.7 2.8 China USD/CNY 6.37 0.2 0.1

ASX 200 2.5 4.8 -0.8 India USD/INR 76.2 2.5 0.5

NZX 50 -8.9 -9.7 -3.4 Singapore USD/SGD 1.36 1.0 0.4

YTD (USD) QTD (USD) Current Low High

US -7.3 -7.3 -1.6 2.7 1.2 2.8

Germany -7.4 -11.5 -2.9 0.8 -0.5 0.8

Japan -1.9 -10.1 -2.6 0.2 0.0 0.2

Korea -5.8 -8.3 -1.9 3.3 1.9 3.3

China 1.1 0.9 0.2 2.8 2.7 3.2

India -1.1 -3.1 -1.5 7.2 6.0 7.2

Singapore -2.7 -3.8 -0.8 2.6 1.3 2.6

Indonesia -0.6 -1.4 0.0 6.9 6.0 6.9

Australia -9.8 -7.8 -2.3 3.1 1.1 3.1

Major Events 2022

People's Bank of China cuts policy rates for the first time in 
two years, signalling the beginning of an easing cycle.

YTD (LC) Range (L12M)

Start of Russia's invasion over Ukraine. Equities slide and 
Brent touches USD 100.

Exchange Rates

EURCHF reaches parity. AUD appreciates 9% against EUR in 
a month.

Yoon Suk-yeol is elected as president of South Korea. China-
South Korea ties enters new era.

The largest China Tech ETF in the US (KraneShares CSI 
China Internet Fund) wipes out nine years of gains.

China issues a 'whatever it takes' policy statement to keep 
financial markets stable and address global investors' major 
concerns. Chinese equities soar.

The Fed raises rates by 25bps and signals hikes at all 6 
remaining meetings this year.

China regulator weighs letting the US inspect some company 
audits.

5-yr and 30-yr Treasury yields invert for the first time since 
2006, fuelling recession fears.

JPY slumps to a two-decade low against the dollar as bond 
yield differentials intensify. 

Stock Market Returns (in %) Bond Market Returns (in %)

YTD (LC)

YTD (%)

Sovereign Bond Returns (composites, in %) Sovereign Bond Yields (10Y, in %)
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Disclaimer
This document, and the information contained in 
it, is prepared by Silverhorn Investment Advisors 
Limited (“Silverhorn”) and is strictly confidential. As 
such, this document must not be issued, circulated 
or distributed to any other person other than the 
intended recipient under any circumstances without 
prior written consent of Silverhorn. 

This document is not directed to any person in 
any jurisdiction which (by reason of that person’s 
nationality, residence or otherwise) is prohibited by 
law to access such information.

For investors in Hong Kong: Any products and 
services contained and described in this document are 
intended only for “professional investors” as defined 
in Part 1 of Schedule 1 to the Securities and Futures 
Ordinance (Chapter 571 of the Laws of Hong Kong). 

For investors in Singapore: Any products and 
services contained and described in this document 
are intended only for “institutional investors” and 
“accredited investors” as defined in section 4A of the 
Securities and Futures Act (Chapter 289 of the Laws 
of Singapore).

Not intended for U.S. Persons: Any products and 
services contained and described in this document are 
not intended for any U.S. Person under Regulation S of 
the U.S. Securities Act of 1933, as amended.

This document is provided for information purposes 
only and does not constitute an offer to anyone, or 
a solicitation by anyone, to make any investments in 
securities. Such offer will only be made by means of 

a personal, confidential memorandum. The content of 
this document has not been audited or reviewed by 
any regulatory authority in Hong Kong, Singapore or 
elsewhere. 

All information contained in this document is subject 
to copyright with all rights reserved.

Investing involves risk
You should remember that the value of investments 
can go down as well as up and is not guaranteed. Past 
performance is not a guide to future performance 
and may not be repeated. The actual performance 
realised by any given investor depends on, amongst 
other things, the currency fluctuations, the investment 
strategy invested into and the classes of interests 
subscribed for the period during which such interests 
are held. Emerging markets refer to the markets in 
countries that possess one or more characteristics 
such as certain degrees of political instability, relative 
unpredictability in financial markets and economic 
growth patterns, a financial market that is still at the 
development stage, or a weak economy. Respective 
investments may carry enhanced risks and should only 
be considered by sophisticated investors.

No liability
This document is intended for information and 
discussion purposes only and is not intended to be 
promotional material in any respect. The views and 
opinions contained herein are those of the author(s), 
and do not necessarily represent and may differ from 

the views of Silverhorn as expressed or reflected in 
other communications and promotional materials. 
Information contained herein is believed to be reliable, 
but Silverhorn does not warrant its completeness or 
accuracy.

Nothing contained in this document constitutes 
financial, legal, tax, investment or other advice, nor 
should any investment or any other decisions be 
made solely based on this document. This document 
does not provide any advice or recommendation as to 
whether any securities or investment strategy referred 
to in this document is suitable for the intended 
recipient.

Although all information and opinions expressed in 
this document were obtained from sources believed 
to be reliable and in good faith, no representation 
or warranty, express or implied, is made as to its 
accuracy or completeness and no liability is accepted 
for any direct or indirect damages resulting from 
or arising out of the use of this information. All 
information as well as any prices indicated are subject 
to change without notice. Any information on asset 
classes, asset allocations and investment instruments 
is only indicative. Before entering into any transaction, 
investors should consider the suitability of the 
transaction to their own individual circumstances 
and objectives. We strongly suggest that you consult 
your independent advisors in relation to any legal, tax, 
accounting and regulatory issues before making any 
investments.

If you have any enquiries concerning the document, 
please contact your Silverhorn client advisor for 
further information. Any communications with 
Silverhorn (including telephone conversations) may 
be recorded. 
 
investments@silverhorngroup.com 
silverhorngroup.com

Silverhorn Investment Advisors Ltd 
incorporated in Hong Kong with registration number 
1456284 and licensed by the Securities and Futures 
Commission under CE Number AWE828 to carry on 
Type 1 (dealing in securities), Type 4 (advising on 
securities) and Type 9 (asset management) regulated 
activities under the Securities and Futures Ordinance 
(Chapter 571 of the Laws of Hong Kong) 
 
 
18/F, 100 QRC 
100 Queen’s Road Central 
Hong Kong

Tel: (852) 2599 9100

Contact Silverhorn
Silverhorn Investment Advisors (Singapore) Pte Ltd 
incorporated in Singapore, licensed by the Monetary 
Authority of Singapore with licence number 
CMI100970 to carry on fund management regulated 
activities under the Securities and Futures Act 
(Chapter 289 of the Laws of Singapore) and exempt 
from holding a financial adviser’s licence under the 
Financial Advisers Act (Chapter 110 of the Laws of 
Singapore) 
 
168 Robinson Road 
#20-11 Capital Tower 
Singapore 068912

Tel: (65) 6977 6902


