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Global venture funding continues to slide in Q1'23, despite
Stripe’s $6.5B deal
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The unicorn birth rate is at its lowest level in 6 years,
with just 13 unicorns emerging in Q1'23
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A Study on Determinants of Venture Capital Investments
During Economic Booms and Busts
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Abstract

Recently, venture capital investment has been shrinking globally due to high interest rates and economic slowdown. Korea is no
exception. Due to the downturn in the M&A and public markets, increasing economic uncertainty, and the aftermath of corporate
bankruptcies, venture capitalists are facing many difficulties in raising funds. In the changed economic environment, the investment
decision factors of venture capitalists have also changed. However, studies on VCs' investment decisions have focused on the general
economic environment. This study examines how VCs' investment decision-making factors change during economic recessions and booms.
To this end, we interviewed active investors who have experienced both economic recessions and booms to compare how VCs'
investment decision factors change: 1) personal characteristics of founders, 2) experience of founders, 3) product/service, 4) market, 5)
financial situation, 6) contract terms and 7) venture capital co-investment. The results showed that founder's personal characteristics,
experience, and product/service were more important during the economic recession. Market is slightly more important during economic
booms. The importance of financial situation and investment conditions increased sharply during the recession compared to the boom.
Finally, venture capital co-investment did not differ significantly between recessions and booms. By understanding the investment
decision-making factors of venture capitalists in the recent difficult venture investment environment, this study aims to help startups raise

funds and survive in a difficult market.
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