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Market reality check: What it means for you

At the start of 2026, the prevailing narrative was that software was dead, AI would 
cannibalize the startup ecosystem, and venture was in retreat. Six months in, here’s what 
we are seeing – and what it means for the rest of the year.

Our expanded platform

Our recent transactions demonstrate that cross-border venture activity 
between the U.S. and Europe continues to accelerate, with U.S. funds 
increasingly deploying in European markets and European founders 
raising from U.S. investors or expanding stateside. To meet this demand, 
Reed Smith added partners Thomas Strassner and Christopher Mayston, 
along with counsel Michael Rebholz and two associates, in Munich, bringing 
deep transactional experience across M&A, private equity, venture capital, 
and cross-border transactions, with particular strength in tech and life 
sciences. Additionally, we have added Mohammed Alammar in Riyadh, who 
brings ECVC experience to our growing presence in the region. For founders 
and investors operating across the Atlantic, this means additional on-the-
ground counsel in Europe and the Middle East integrated into Reed Smith’s 
global ECVC platform, providing seamless execution from formation and 
early-stage financing through cross-border growth rounds and exits.

Learn more 

“The European venture ecosystem has 
matured significantly, and Germany is 
producing standout companies in areas like 
enterprise AI, climate tech, deep tech, health 
care, and life sciences. We are also seeing 
more cross-border activity, with U.S. and 
international investors looking to Europe 
and European companies increasingly raising 
capital or expanding 
abroad. What is exciting 
about joining Reed Smith 
is the ability to connect 
those founders and 
investors to a global 
platform that understands 
both sides of the market.”

Trends in practice
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Alpha Intelligence Capital in the 
€28 million Series A financing of 
Waiv, a Paris-based AI company.

Planning your next transaction?

We’re advising founders and investors 
on financings, exits, and governance 
resets in a tighter market. Contact us 
to discuss timing, structuring, and risk.

Impact and recognition
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Atlanta
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Teresa M. L. Tate
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San Francisco

Michael Young
Partner
London

100+
financings 
annually

What our clients are saying
“A very good team that is always responsive and able 
to adapt to our time and budget constraints. The team 
has a wide variety of profiles, allowing them to meet the 
diverse needs inherent to our business.” 

Newly ranked in Chambers, 2026 – 
Startups and Emerging Companies 

Chambers USA, 2026 – Venture Capital, 
California 

The Legal 500 EMEA, 2026 – Private 
Equity: Venture/Growth Capital, France 

Also ranked in PitchBook 
League Tables – US Regions, 2026

#9
Most Active in the South

#13
Most Active in the 
Southeast

300+
company-side 
clients added in 
the past year

4x
increase in client 
engagements YoY

Select deals–H1 2026 

Company-side deals

Investor-side deals

Hopscotch Health Holdings, LLC in 
its $45 million Series D financing.

A company focused on the acquisition 
of independent and alternative music 
catalogues in its growth financing 
round.

TitanX in its $27 million Series 
A financing round led by Updata 
Partners.

Article 41, Inc. in connection with 
WPP’s strategic minority investment in 
the company.

LiQure, Inc. in a series seed financing 
from MBI.VC.

Instanda in its $20 million venture 
funding round to accelerate global 
expansion.

Hiro Capital I LLP in the 
launch of Hiro Capital III SCSp.

Fulcrum Equity Partners in its role 
as lead investor in Worth AI’s $30 
million Series A funding round.

Blackstone in its 
Series C financing 
round of Nomos AI.

Ally Bridge Group and OrbiMed Advisors in a $50 million 
Series B preferred stock financing round for BioBeat 
Technologies Ltd., an Israeli company that developed the first 
FDA-cleared 24-hour ambulatory blood pressure monitoring 
system – a patch-worn, cuff-less solution for the diagnosis 
and treatment of hypertension.

Saleo in its sale to Consensus.

Straylight Capital 
in its acquisition of 
Patron Points.

Confidential
A prominent venture-backed UK-
based adtech company in connection 
with its ongoing exit process targeting 
trade and private equity buyers.

Confidential

Various investors in the €75 million venture 
funding round of Animaj, a Paris-based 
media production company focused on 
children’s animated content.

Confidential

The Venture Collective in its participation 
in the Series B Preferred Stock financing of 
Unnatural Products.
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Strategic M&A is emerging as the primary liquidity path:


Heading into 2026, many predicted that a prolonged IPO drought would leave venture-backed companies 
stuck, with founders and investors forced to sit on positions far longer than anyone wanted.


That hasn’t panned out. Strategic acquirers and growth-stage investors have stepped in to fill the liquidity 
gap the public markets left open, and the doom-and-gloom “SaaS-pocalypse” narrative has largely fallen 
flat, strong companies with real products are still finding capital and buyers.


We’ve seen this firsthand. Reed Smith counseled Passport through its planned acquisition by Arrive, a 
mobility platform backed by investors including Vitruvian Partners, bringing together enforcement, parking, 
and payment technology for the next generation of autonomous-ready transportation. The level of 
institutional interest behind that deal reflects the continued appetite for the right companies in AI-adjacent 
spaces.


The takeaway for founders: Strategic and growth capital is increasingly filling the role that IPOs once 
played, and companies that solve mission-critical problems can secure meaningful financing and exit 
optionality without needing to time a narrow public listing window.


The takeaway for investors: As strategic buyers and growth-stage capital providers move earlier into 
the liquidity conversation, there is an opportunity to structure deals that blend primary capital with partial 
secondary relief, meeting founders and early stakeholders where they are.


Trends in practice


Liquidity is back – but not for everyone: 


The first half of 2026 set records on paper. Q1 was reportedly the biggest exit quarter in history, and 
SpaceX’s approximately $1.75 trillion IPO alone topped the combined value of every VC-backed public listing 
since 2016. But dig deeper and the picture narrows fast—a handful of companies are responsible for nearly 
all of that value. For everyone else, exits remain hard to come by, and getting liquid still depends heavily on 
company quality and access to secondary buyers.


Reed Smith’s representation of Nucleus Security in its $20 million Series C financing illustrates this 
dynamic: Nucleus is leading a replacement cycle as enterprises move away from homegrown vulnerability 
management tools, and even as the broader VC market remains constrained, companies with compelling 
enterprise technology profiles, including in cybersecurity and enterprise infrastructure, continue to secure 
meaningful later-stage financing from institutional investors.


The takeaway for founders: In a market where the IPO window has largely favored profitable companies 
or those in sectors such as AI, crypto, fintech, defense, and space, emerging companies should plan 
for longer private lifecycles, build secondary-ready cap tables, and ensure their equity story can attract 
institutional secondary buyers, not just traditional VCs. 


The takeaway for investors: With approximately 81% of secondary trading concentrated in the top 20 
names, the window to build positions in the next tier of quality companies is now, before the mega-IPO 
exits reshape the secondary landscape.


Rise of nontraditional investors: 


Market data shows that nontraditional investors are playing an ever more important role across the venture 
landscape. We have seen deals involving nontraditional investors account for a growing share of deal value, 
including corporate venture capital providers and infrastructure funds. A notable trend is private equity 
sponsors, more traditionally focused on buyouts and majority investments, making speculative minority 
investments in AI businesses as they seek to avoid missing out on the rapid growth story in that space. 
While much of this nontraditional investor activity remains concentrated at the larger, later-stage end of the 
market, early-stage companies are also looking for this type of funding – for example, , in the first half of 
2026, we advised a number of global corporate venture capital investors in U.S. domestic and cross-border 
early stage financings, including pre-seed, seed and Series A investments, in a broad range of industries.


The takeaway for founders: As capital flows increasingly toward differentiated, vertical-specific mandates, 
founders should consider a clearly defined thematic niche and target funds whose specialized focus aligns 
with their sector to improve their odds of securing investment. Founders might also consider looking 
beyond traditional VC firms to corporates whose commercial assets, distribution channels, and sector 
knowledge can add value alongside capital, or other nontraditional investors with capital to deploy.


The takeaway for investors: Investors might consider narrowing their mandate to specific verticals where 
they hold genuine expertise and differentiating on speed, terms, or sector insight to win allocations.
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