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Insights:  Commercial Grows 
Where the Venture Capital Flows

In our U.S. Offi ce Trends Report for the 

fi rst quarter of this year, we noted that, 

despite ongoing economic headwinds, 

the U.S. offi ce sector was in recovery 

mode and was continuing to gain mo-

mentum. Demand remained in posi-

tive territory for the fourth consecutive 

quarter, with overall occupancy growth 

for the fi rst three months of the year reg-

istering at just under 7.5 million square 

feet.  Yet, while improvement has been 

across the board, the strongest perform-

ing marketplaces currently have one 

factor in common—they are seeing job 

growth.  And much of that job growth is 

coming from the tech sector, whether we 

are talking about hardware or software, 

green/clean energy tech or biotech.  

Venture capital fl ows, meanwhile, are 

up and this new wave of investment is 

playing a major role in creating these 

new jobs.

Occupancy Growth Spreading Beyond 
Core Markets
While we have generally continued to 

see strong performances from the same 

offi ce markets that have led the recovery 

since it began in 2010, what is most 

interesting about the numbers posted 

in the fi rst quarter of this year is that we 

began to see recovery spread to market-

places that, until recently, had been in 

the red. In some cases, we saw major 

markets that have struggled fi nally to 

return to positive territory (Northern New 

Jersey, Orange County (CA) and Phila-

delphia). In others, we saw markets still 

suffering from elevated levels of distress 

turn in strong performances (Las Vegas 

and New Orleans). And, yet, in others, 

we saw secondary or tertiary markets 

fi nally seeing the return of growth (Fort 

Lauderdale, Tulsa).

This compares to an offi ce market place 

that just one year earlier (fi rst quarter 

2010) had recorded negative occupancy 

growth of over three million square feet. 

Only 23 markets recorded positive oc-

cupancy growth at that time. Just ten of 

these trade areas topped the 100,000 

square foot mark—six recording net 

absorption above the 400,000 square 

foot level.  These were largely the same 

markets that remain among our list of 

top performers.

Clearly the difference over the past year 

has been a slowly improving employment 

outlook. Over the twelve month period 

ending in April of this year, the U.S. 

added just under 1.3 million jobs. Em-

ployment growth has remained in posi-

tive territory since October of last year. In 

the three month stretch from February to 

April of this year, the economy averaged 

220,000 new jobs per month.  Though 

employment growth remained positive 

for May, preliminary numbers released 

by the Labor Department indicate that 

just 54,000 jobs were created. This is 

particularly disheartening considering 

that most analysts expected job growth 

to remain in six-fi gure territory.   We 

have maintained all along that this 

recovery would be slow and not without 

its setbacks. And though we remain con-

cerned over the general fragility of the 

economy, we expect the recovery will get 

back on track heading into the summer 

months. 

It’s All About Jobs… But Who is 
Creating Them?
Job creation remains the biggest imme-

diate concern to the economy.  Employ-

ment growth is the largest determining 

factor behind offi ce demand.  With 53 of 

the 80 trade areas that we track indicat-

ing positive occupancy growth for the of-

fi ce sector during the fi rst quarter of this 

year, it is clear that employment growth 

is on the upswing and it is spreading 

beyond core markets.  

Some of the markets recording the great-

est increases in offi ce occupancy also 

have some of the highest vacancy rates.  

We compiled a list of the top twenty per-
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forming U.S. offi ce markets over the last 

fi fteen months in terms of occupancy 

growth.  New York City led the way, with 

over eight million square feet of offi ce 

space absorbed since the beginning of 

2010.  Washington DC followed with over 

4.2 million square feet of positive net 

absorption.  San Jose and California’s 

Silicon Valley came in third place with 

over 3.5 million square feet of growth.  

What we found interesting about our 

list is that only twelve of the top twenty 

markets on our list have unemployment 

at levels below the current national 

average of 9.1%.  One might have as-

sumed these numbers would be stronger 

considering the positive performance of 

many of these markets.  What is even 

more peculiar is that, with the excep-

tion of the Houston and Dallas markets, 

none of the other markets that we track 

in our top 20 performers saw overall 

job creation over the 12-month period 

ending in April of more than 26,000 

jobs.  For a market like New York, an 

overall increase in payrolls of just 22,400 

jobs over the past year would seem to 

be incongruous with offi ce occupancy 

growth of over eight million square feet 

over the past 15 months.  Some of 

this can be explained away by the fact 

that employment gains in the fi nancial, 

personal and business services sectors 

of the economy (all of which are typically 

strong users of offi ce space) have been 

tempered by job losses from the public 

sector, manufacturing and other sectors.  

And, in some markets, unique deals or 

delivery of larger build-to-suits long in 

the works have played a role.  Space 

users pursuing fl ight-to-quality opportu-

nities where they have anticipated future 

growth needs in both upscaling and 

upsizing their space have also helped to 

boost numbers.  

Commercial Real Estate Grows Where 
the Venture Capital Flows
Ultimately, however, beyond employment 

growth or current unemployment levels, 

we found one consistent factor behind 

our top performing markets of the last 

year.  Each of the top fi ve markets in our 

survey were among the leading markets 

in the U.S. in terms of venture capital 

raised over the past year. 

More telling (in terms of establishing the 

true relationship between venture capital 

fl ows and offi ce market performance) is 

the fact that in nearly every single major 

market where there are signifi cant ven-

ture capital fl ows, current offi ce space 

user requirements are up.  For example, 

in the San Francisco market we are cur-

rently tracking over 5.2 million square 

feet of active offi ce requirements.  Over 

1.3 million square feet of this total comes 

from tech companies looking to expand 

their offi ce space.  A few of these are 

fi rms that successfully landed venture 

capital seed money over the past year.

The San Jose/Silicon Valley market is 

the nation’s leader when it comes to 

venture capital funding activity.  Since 

1995, it has averaged nearly $2.5 billion 

quarterly in venture capital fl ows.  In 

terms of geographic dominance, it has 

consistently accounted for 40% to 70% 

of all venture capital raised in the United 

States.  Venture capital activity is now 

on par with the same levels that we saw 

in 2006.  Deal volume had dropped as 

low as $1.3 billion in early 2009.  That, 

of course, was in the early days of the 

recession.  During this same time period, 

both the local offi ce and R&D markets 

were in contraction mode with vacan-

cies peaking respectively at 19.4% 

and 19.0%.  Offi ce vacancy has since 

dropped to 17.0% while R&D vacancy 

fell to 18.0%.  Venture capital fl ow 

(which had dropped to as low as $1.3 

billion in early 2009) is now averaging 

$2.3 billion per quarter.  What is most 

telling is that user requirements for offi ce 

and R&D space have skyrocketed.  We 

are currently tracking as much as 10.6 

million square feet in potential offi ce 

and R&D space requirements in Silicon 

Valley and in the neighboring San Mateo 

County marketplace.  Tech users domi-

nate the list and, as is the case for the 

San Francisco market, more than a few 

fi rms that raised signifi cant amounts of 

venture capital in the past year are now 

looking for commercial real estate space.  

Deal activity has been at boom levels 

over the past six months and, so far, is 

only accelerating.

Despite the ongoing boom in Silicon Val-

ley’s offi ce and R&D markets, the latest 

data from the Census Bureau indicates 

that the San Jose metropolitan area has 

only added about 13,000 jobs over the 

past year (based upon the latest data 

available; April 2011).  Even if 10,000 

of these jobs were offi ce positions (they 

weren’t), this would still only translate 

into about two million square feet of 

demand (assuming a typical offi ce foot-

print of fi ve workers per 1,000 square 

feet).  Clearly, the turnaround in this 

real estate market is not being driven 

by pent-up demand—the offi ce market 

has accounted for nearly two million 

square feet of occupancy growth since 

last year, while R&D space has recorded 

nearly 1.9 million square feet of growth 

in just the past six months.  Tech users 

are what is driving this marketplace, and 

they are expanding their commercial real 

estate holdings largely in anticipation of 

expanding their payrolls.  And a sizable 

percentage of these fi rms have been 

funded by venture capital funds.
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Venture Capital Funding Tends to Favor 
Growth Markets
It should probably come as no surprise 

that the strongest U.S. offi ce markets 

in our national survey line up fairly well 

against the list of markets where venture 

capital fl ows are strongest. Though New 

York is fi rst on our list of strong perform-

ers with over eight million square feet 

of absorption since last year, it is also 

third currently in terms of overall venture 

capital activity. While New York recorded 

negative occupancy growth in the fi rst 

quarter of this year, we are currently 

tracking over 26.5 million square feet of 

potential user requirements that could 

land over the next 18 to 24 months. New 

York is expected to return to positive oc-

cupancy growth either during the second 

or third quarters of this year.

The Boston offi ce market has recorded 

nearly 1.3 million square feet of positive 

absorption since the mid-year mark of 

2010. Occupancy losses of nearly one 

million square feet during the fi rst half 

of 2010 kept this market off of our top 

growth market list, but it should come 

as no surprise that this is one of the 

markets where the strongest occupancy 

growth for offi ce space is forecast in 

the near future. The Boston metro has 

a relatively low unemployment rate of 

6.5% and New England only trailed 

San Jose/Silicon Valley when it came to 

venture capital outlays during the fi rst 

quarter of this year.

Washington DC has been one of the 

strongest performing offi ce markets 

throughout the recession, which should 

come as no surprise. Government 

spending typically increases during 

recessions and this one was no differ-

ent. The Washington offi ce market has 

absorbed over 4.2 million square feet of 

space since last year. Though the market 

is fi nally beginning to show some signs 

of slowing down, it remains atop most 

analyst forecasts for growth throughout 

the year. The Washington DC market 

has one of the nation’s lowest unemploy-

ment rates at 5.4%. But while govern-

ment jobs will continue to be the primary 

driver in this marketplace, regional fi rms 

continue to draw venture capital activity. 

The DC marketplace was among the top 

ten markets for venture capital activity in 

the fi rst quarter.

We all know that offi ce demand is driven 

by employment growth. Here we can 

make some solid projections if we know 

what types of jobs are being created—af-

ter all, we know how much space typical 

users need. Unfortunately, it is not quite 

as clear as that when it comes to venture 

capital. There is no magic formula to 

fi gure out what $2 billion in seed money 

will translate into as far as commercial 

real estate absorption. But there clearly 

is a relationship, especially when it 

comes to the tech, biotech and clean/

green energy industries. Venture capital 

funds have been slowly increasing over 

the past year, as have the space user 

requirements for all of these types of 

users in all of the markets where venture 

capital fi rms have been most active: San 

Jose, San Francisco, Boston, New York 

and others. These are the markets that 

will continue to see the strongest levels 

of growth going forward. Tech is clearly 

leading the way and venture capital 

investment is part of what is making that 

possible. 

Over the next twelve months, look for 

those markets with a strong tech pres-

ence to show strong growth. Look for 

venture capital deals to increase and 

look for more incubators and start-ups to 

Offi ce Occupancy Growth Top 20 U.S. Offi ce Markets 2010 Onward

Market
Total Net 

Absorption 
Since 2010

Non-Farm 
Payrolls

April 2010*

Non-Farm 
Payrolls

April 2011*
Annual 

Change*
Unemploy-

ment 
April 2011

1. New York, NY 8,021,000 8,293.6 8,316.0 22.4 8.1%

2. Washington, DC 4,227,000 2,960.2 2,985.9 25.7 5.4%

3. San Jose/Silicon Valley, CA 3,527,000 853.5 866.6 13.1 10.1%

4. Denver/Aurora, CO 2,923,000 1,185.8 1,191.1 5.3 8.3%

5. Seattle/Tacoma/Bellevue, WA 2,132,000 1,629.7 1,652.4 22.7 8.6%

6. Houston/Baytown/Sugar Land, TX 1,923,000 2,521.6 2,572.7 51.1 8.0%

7. Suburban VA 1,466,000 2,960.2 2,985.9 25.7 5.4%

8. Minneapolis/St. Paul/Bloomington, MN, WI 1.357,000 1,689.5 1,689.0 -.5 6.3%

9. Charlotte/Gastonia/Concord, NC/SC 1,339,000 55.3 56.3 1.0 10.3%

10. San Mateo County, CA 1,296,000 1,883.4 1,878.6 -4.8 9.5%

11. Nashville/Davidson/Murfreesboro, TN 1,140,000 731.5 738.3 6.8 8.7%

12. Colorado Springs, CO 1,112,000 245.4 243.0 -2.4 9.1%

13. San Francisco, CA 1,103,000 1,883.4 1,878.6 -4.8 9.5%

14. Dallas/Fort Worth, TX 1,048,000 2,846.6 2,929.7 83.1 7.7%

15. Salt Lake City, UT 993,000 605.8 613.2 7.4 6.9%

16. Austin/Round Rock, TX 907,000 767.0 781.1 14.1 6.5%

17. Orlando, FL 657,000 1,004.8 1,020.0 15.2 9.9%

18.Miami/Dade, FL 575,000 2,193.4 2,212.5 19.1 11.1%

19.Louisville, KY/IN 482,000 593.3 600.2 6.9 9.6%

20.Long Island, NY 465,000 8,293.6 8,316.0 22.4 8.1%

*(1,000s)
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get into the mix. Markets without a strong 
tech presence will continue to show signs 
of improvement, but at a much slower 
pace. Job creation should improve over 
the fi nal half of this year with signifi cant 
acceleration heading into 2012.  Appen-
dix 3 summarizes venture capital invest-
ment for metropolitan areas attracting the 
greatest amount of venture capital.

Venture Capital Activity Breakdown
According to the latest edition of The 
MoneyTree Report by Pricewaterhoouse 
Coopers and the National Venture 
Capital Association based on data from 
Thomson Reuters, venture capitalists 
invested nearly $22 billion in 2010, 
an increase of 19% over the invest-
ment levels generated in 2009. In fact, 
2010 was the fi rst time in three years in 
which venture capital fl ows increased. 
Nearly every industry sector experienced 
signifi cant increases in venture capital 
funding last year. The Software industry 
led the way in terms of overall funding, 
accounting for $4 billion in investment 
activity, an increase of 20% over 2009 
levels. Internet-specifi c companies 
raised just under $3.8 billion in venture 
capital funds last year, while biotechnol-
ogy players accounted for $3.7 billion in 
venture capital activity. Clean technology 
companies accounted for $3.7 billion in 
funding, while medical devices manu-
facturers accounted for an additional 
$2.3 billion in deals. Software companies 
accounted for over 200 venture capital 
deals totaling roughly $1.1 billion.

The increased pace of venture capital 
investment experienced last year is only 
expected to accelerate in 2011. During 
the fi rst quarter of this year over $7.5 
billion in venture capital funds were 
raised in the U.S.—putting us on a pace 
for $30 billion in investment this year 
(an increase of over 36%. First quarter 
2011 activity marked an eight-quarter 
high thanks to continued strong activity 

in feed fi nancing as well as a few mega-
transactions. Deal activity and funding 
are returning to pre-recessionary levels. 
The biggest increases this quarter came 
from the internet and green tech/clean 
tech fi elds, where a couple of mega-
fi nancings helped to boost totals.

Early stage seed venture capital re-
mained strong over the fi rst three 
months of the year, representing about 
10% of all deal volume. This is consis-
tent with the same levels recorded for 
seed investment over the past year. But 
while early stage deals accounted for 
10% of all of the cash volume, they ac-
counted for roughly half of the deals.

Green tech/clean tech activity surged, 
with dollar volume increasing by nearly 
145% over last year’s totals. Healthcare 
activity continues to be considerably 
below historic norms, with seed deals 
for healthcare dropping to a fi ve quarter 
low. Meanwhile, energy deals and dol-
lars both increased. California and New 
England continued to dominate—nearly 
75% of all venture capital fl ows placed 
were in California markets. Among the 
companies involved in these deals; 
BrightSource Energy, Fisker Automotive, 
OSIsoft, Miasole and Bloom Energy.

Internet companies led the way ac-
counting for nearly 31% of all venture 

capital raised so far this year, or just 
over $2.3 billion. Major fi nancing deals 
for Groupon.com, Angie’s List, Box.
net, WeatherBill and Color Labs led the 
way during the fi rst quarter. In terms of 
geographic breakdown, Chicago topped 
the list thanks to Groupon. Groupon has 
secured $950 million in funding over the 
past six months in two tranches--$500 
million late in the fourth quarter of 2010 
and an additional $450 million during 
the fi rst quarter of this year.

Active Investor Pool Increasing
In addition to total investment dollars 
being on the upswing, we are also see-
ing an increase in active venture fi rms. 
The venture capital world tends to be a 
small one, with a small core of players 
that dominates activity. We are increas-
ingly seeing new players entering the 
fray. While the list in Appendix A of the 
most active players in the venture capital 
world represents fi rms that closed at 
least 20 deals or more last year, it also 
represents the fi rms that are responsible 
for roughly 25% of all activity. These 
numbers are actually down, with more 
players now active in the marketplace 
besides this nucleus.

Investment Equals Growth
As globalization has facilitated a shift of 
“old industry” jobs overseas, the U.S. 
has maintained its prominence in tech-
nological innovation.  Growth is clearly in 
the cards for those areas which can at-
tract investment in new enterprises.  As 
the industries displayed in Appendix B 
illustrate, technology is a factor in virtu-
ally all venture capital investments.

For more information, contact

Garrick Brown
Northern California Research Director
916.329.1558
gbrown@ctbt.com 
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Firm Firm HQ # Deals

First Round Capital West Conshohocken, PA 69

New Enterprise Associates, Inc. Menlo Park, CA 67

Draper Fisher Jurvetson Menlo Park, CA 58

North Bridge Venture Partners San Mateo, CA 55

Polaris Venture Partners Waltham, MA 53

Sequoia Capital Menlo Park, CA 47

Venrock Associates Palo Alto, CA 46

Canaan Partners Westport, CT 42

Domain Associates LLC Princeton, NJ 39

Accel Partners Palo Alto, CA 38

Menlo Ventures Menlo Park, CA 38

U.S. Venture Partners Menlo Park, CA 38

Austin Ventures, L.P. Austin, Texas 37

Intel Capital Santa Clara, CA 36

Rho Capital Partners, Inc. New York, NY 36

Foundation Capital Menlo Park, CA 35

Khosla Ventures Menlo Park, CA 35

Bessemer Venture Partners Larchmont, NY 34

Redpoint Ventures Menlo Park, CA 34

Ben Franklin Technology Partners 
Southeastern PA Philadelphia, PA 33

True Ventures Palo Alto, CA 33

Benchmark Capital Menlo Park, CA 32

Kansas Technology Enterprise Corporation Topeka, KS 32

ARCH Venture Partners Chicago, IL 30

Flagship Ventures Cambridge, MA 30

Highland Capital Partners LLC Lexington, MA 30

InterWest Partners Menlo Park, CA 30

Oak Investment Partners Westport, CT 30

Firm Firm HQ # Deals

Norwest Venture Partners Palo Alto, CA 29

Sigma Partners Menlo Park, CA 29

Battery Ventures, L.P. Waltham, MA 27

Connecticut Innovations, Inc. Rocky Hill, CT 27

Lightspeed Venture Partners Menlo Park, CA 26

OVP Venture Partners Kirkland, WA 26

Alloy Ventures Palo Alto, CA 25

Frazier Healthcare and Technology Ventures Seattle, WA 25

Innovation Works, Inc. Pittsburgh, PA 25

Adams Street Partners LLC Chicago, IL 24

Advanced Technology Ventures Waltham, MA 24

Charles River Ventures Waltham, MA 24

Alta Partners San Francisco, CA 23

Greycroft Partners New York, NY 23

Greylock Partners Cambridge, MA 23

Matrix Partners Waltham, MA 23

Founder Collective Somerville, MA 22

HealthCare Ventures LLC Cambridge, MA 22

RRE Ventures LLC New York, NY 22

Village Ventures Williamstown, MA 22

Advantage Capital Partners New Orleans, LA 21

Duff Ackerman & Goodrich LLC San Francisco, CA 21

Edison Venture Fund Lawrenceville, NJ 21

JAFCO Ventures Palo Alto, CA 21

Mohr Davidow Ventures Menlo Park, CA 21

Morgenthaler Ventures Menlo Park, CA 21

Shasta Ventures Management LLC Menlo Park, CA 21

Trident Capital Palo Alto, CA 21 

Top Venture Capital Investors U.S. First Quarter 2011

Appendix A: Top Venture Capital Investors
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Biotechnology
Over $784 million in venture capital was 

placed in biotech fi rms during the fi rst 

quarter of this year. The average 

quarterly level of investment since 1995 

for biotech is $783 million.  But while 

this sector is back in line with historical 

averages, it still has a way to go before it 

approaches any of the levels reached at 

the peak of the last cycle. 

Appendix B: Venture Capital Flows by Industry Type 

Business Products and Services
Venture capital activity has been 

minimal for this industry sector for the 

past few years.  Eleven deals transpired 

during the fi rst quarter of this year, 

raising just over $40 million in venture 

capital.

Computer Products and Services
Computer products and services fi rms 

raised over $72 million in venture capital 

funds during the fi rst quarter of 2011, 

but this was a drop of nearly 50% from 

levels reached during the fourth quarter 

of last year.  

Computers and Peripherals
This subset of the tech sector saw little 

activity during the fi rst quarter, with 

just 23 deals signed raising roughly 

$97 million.

Electronics and Instrumentation
Investment in electronics and 

instrumentation fi rms surged during 

the fi rst three months of 2011, 

accounting for over $283 million in 

venture capital fl ows.  Since 1995, 

this industrial sector has averaged just 

over $100 million per quarter in 

venture capital deals.

Financial Services
Financial services fi rms accounted for 

nearly $152 million in venture capital 

funding during the fi rst quarter.  

>>

>>

>>

>>

>>

>>
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Medical Devices
Part of the overall healthcare sector, 

medical devices companies accounted 

for 79 deals, accounting for over $602 

million in venture capital investment.  

Medical devices has become one of the 

stronger subsets of the healthcare 

sector, recently outperforming drug 

development, pharmaceuticals, biotech 

and medical facilities companies.

Networking & Equipment
Networking and equipment companies 

accounted for just 15 deals topping the 

$111 million mark during the fi rst 

quarter.  This marks an increase over 

fourth quarter numbers, but venture 

capital investment levels in this industry 

sector remain well below historic norms.

Healthcare Services
Part of the greater healthcare category, 

healthcare services companies have 

traditionally seen little in the way of 

venture capital seed money, compared 

to their cousins in the biotechnology or 

medical instruments specialties.  

Healthcare service companies 

accounted for just $68 million in 

investment deals in the fi rst quarter.  

Healthcare investment levels continue 

to drop.

Industrial/Energy
Venture capital activity in the energy 

sector surged during the fi rst quarter.  

Industrial energy companies raised over 

one billion in funding over the fi rst three 

months of 2011.  Current investment 

levels are approaching peak-of-market 

pricing that we saw last in 2008.

IT Services
Part of the broader tech sector, fi rms 

providing IT services accounted for 

over $517 million in venture capital 

fi nancing deals during the fi rst three 

months of this year.  Current 

investment levels for this industry 

sector are now back to 2007/2008 

pre-recessionary levels.

Media and Entertainment
Media and Entertainment companies 

raised $555 million in funding over the 

fi rst three months of 2011.  The 

majority of the 73 deals inked this 

quarter were for fi rms located in 

California or New York.

>>

>>
>>

>>
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Retailing and Distribution
Never a major focus of venture capital, retailing and 

distribution fi rms have typically raised capital via 

other methods.  These types of companies have 

typically accounted for just fi ve to ten deals per 

quarter, usually totaling less than $100 million in total 

volume.  During the fi rst quarter of this year, retailing 

and distribution fi rms inked eight venture capital 

deals totaling over $23 million.

Semiconductors
Part of the overall tech sector, 

semiconductor fi rms accounted for 23 

venture capital deals totaling over $274 

million during the fi rst quarter of 2011.  

Software
Software companies accounted for over 1.1 billion in 

venture capital funding during the fi rst three months of 

2011. This is the highest level of funding for all industries, 

despite the fact that this level actually dropped slightly 

from $1.2 billion last quarter.  Software companies 

continue to be among the leading targets for venture 

capital fl ows.  Investment levels have remained remarkably 

consistent—averaging between $1 and $1.5 billion 

quarterly even throughout the worst days of the recession.

Telecommunications
Telecommunications companies accounted for 

nearly $142 million in venture capital funding during 

the fi rst quarter of this year.  Even excluding the 

dot-com bubble, this is less than half of the volume 

that telecommunications fi rms have averaged over 

the past twenty years.  
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Silicon Valley
Silicon Valley remains the undisputed 
leader in terms of the U.S. regions where 
fi rms generate the most venture capital 
funding.  In 2010 alone, Silicon Valley 
accounted for roughly 40% of all venture 
capital investment.  The State of California 
has attracted 50% or more of all U.S. 
venture capital fl ows since 2007.  That 
trend only seems to be intensifying.  
During the fi rst quarter, California markets 
accounted for nearly 75% of all venture 
capital investment dollars.

New England
In 2010, New England accounted for 11% 
of all venture capital funding.  Nearly all of 
this went to fi rms in the Boston metropoli-
tan area.  With one of the nation’s largest 
biotech concentrations, the New England 
market tends to be dominated by health-
care venture capital activity.  Though 
healthcare investment remains down 
compared to historical levels, the combina-

tion of internet and healthcare related deals 
kept the New England market in the 
number two slot for deal activity and 
volume.  All told, there were 86 venture 
capital deals totaling roughly $719 million 
in funding inked during the fi rst quarter of 
this year.  Software, energy and computer 
hardware fi rms also turned in a solid 
performance over the fi rst three months of 
2011.  Among the companies that inked 
major deals; Harvest Power, RainDance 
Technologies, Genocea Biosciences, 
Hubspot and 1366 Technologies.  Cam-
bridge led the way with 19 deals totaling 
$163 million.  Waltham scored 12 deals 
worth $114 million, while Marlborough 
inked three venture capital deals totaling 
$61 million in funding.

New York Metro
Last year, along with Silicon Valley and 
New England, these three regions account-
ed for over 60% of all U.S. venture capital 
funding.  While the New York metro came 
in third place in terms of overall venture 
capital activity during the fi rst quarter, it 
has had a very strong tech presence lately.  
According to CB Insights, an investment 
research fi rm that tracks venture capital 
activity, the New York market has sur-
passed New England in terms of tech 
investment for two consecutive quarters 
now.  Over the last six quarters, New York 
has seen 261 tech deals accounting for 

$1.6 billion in funding.  During that same 
time period, Massachusetts experienced 
250 tech deals worth $1.44 billion.  

During the fi rst quarter of 2011, internet 
companies accounted for roughly 60% of 
all venture capital funding in New York.  
Computer hardware and services compa-
nies accounted for nearly 20%.  All told, 
CB Insights tracked 72 deals with $447 
million during the fi rst quarter.  AppSense, 
Adkeeper, 2tor, Kaltura and Boxee were 
among the largest fundraisers.  One out of 
every fi ve venture capital dollars that 
landed in New York during the fi rst quarter, 
went to start-ups or early stage companies.

Los Angeles/Orange County
California dominates venture capital 
activity, though it is usually the Bay Area’s 
markets that account for the most activity.  
This was not the case in the fi rst quarter of 
this year as a number of major deals came 
through for Los Angeles and Orange 
County fi rms.  In 2010, California account-
ed for 50% or more of all U.S. venture 
capital fl ows for the third consecutive year.  
The Golden State is on pace to easily 
repeat this feat in 2011.

Midwest
The Midwest has seen gains in recent 
months, largely due to the impact of 
Groupon, which has raised nearly $1 
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billion in venture capital funding since last 
year.  Last year, the Midwest region reported 
the strongest increase of any U.S. trade 
area—venture capital fl ows increased by 
roughly 77% in 2010.

Southeast US
The Southeast US accounted for just over 
$293 million in venture capital fl ows during 
the fi rst quarter of this year.  Internet, energy 
and healthcare tend to be the most active 
industries here historically, but keep in mind 
that the $475 million per quarter in venture 
capital funds that this entire region has 
averaged since 1995, still comes out to less 
than one fi fth of Silicon Valley’s average.  

Texas
Though Texas experienced venture capital 
activity within typical historical norms, deal 
activity dropped slightly during the fi rst 
quarter of 2011.  The good news, however, 
is that actual funding was up both from the 
levels recorded last quarter, as well as 
those logged one year ago.  Energy and 
internet companies lead the way in the 
Lone Star State, although there were also 

notable venture capital deals during the fi rst 
quarter in the healthcare and business 
services fi elds.  Among the companies to 
land venture capital funding in the fi rst 
quarter; NEOS Geosolutions, the Dachis 
Group, Emerus Hospital Partners, PCH 
International and Uplogix.  In terms of 
venture capital by geographic breakdown, 
Austin continues to remain Texas’ Tech 
capital and the home to most venture 
capital deals.  Austin secured 20 deals for a 
total of $184 million in funding during the 
fi rst quarter.  Houston followed with fi ve 
deals worth $81 million, while Dallas 
accounted for four deals with $15 million.

 Washington DC
The Washington DC market remains an 
internet player, though deal volume here 
continues to be dwarfed by the big three 
regions of California, New England and 
New York.  Over half of the venture capital 
deals inked in the fi rst quarter here were for 
early-stage companies.  Over half of the 
deals were for internet fi rms.

Northwest US
Venture capital funding in the Northwest 
United States tends to be dominated by fi rms 
in the Seattle, Washington metro, though 
Portland has seen its fair share of seed money 
over the years.  Activity during the fi rst quarter 
was dominated by Washington fi rms.  But 
that being said, overall deal volume dipped 
slightly over the fi rst three months of the year.  
The top deal was for internet company, the 
Cheezburger Network.  Internet companies 
accounted for about half of all deal volume, 
while energy, mobile and software companies 
accounted for the rest.  Seattle companies 
accounted for 19 deals worth $82 million.  
Bellevue came in second place, with six deals 
worth $19 million.  Besides Cheezburger 
Network, nLight, Doxo, Tier 3 and Physware 
were among the companies that landed the 
biggest venture capital deals this quarter. 

Philadelphia
The Philadelphia metro saw 22 deals in the 
fi rst quarter that accounted for nearly $150 
million in venture capital fl ows.  Deals here 
were dominated by internet and tech 
players with deal volume currently coming 
in near historic averages.
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