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As the third quarter 

of 2021 comes to a 
close, we have been 
able to witness 
some interesting 
developments 
in the economy 
leaving us with 
a cautiously 
optimistic outlook.

Vaccination 
progress has 
been substantial. 
Over 6.39 billion 
doses having 
been administered 
globally, with 
46% of the world 
population having 
received at least 
one dose.

In the US, 55% of the population is now fully 
vaccinated (with an additional 9% having at least 
one dose), supporting the continued reopening 
of our economy. The surge in COVID-19 cases 
resulting from the delta variant has been a cause 
of concern, but the country has demonstrated 
resilience in the face of it. Despite some minor 

hiccups to vaccine efforts, the overall strong rate of 
vaccinations has been invaluable in helping the US 
continue to move forward.

One of the major and most notable events on 
the international political stage was the removal 
of allied troops from Afghanistan. This has had 
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obvious ramifications, as the Taliban has taken 
back control of the country, and political power 
structures globally have shifted.

On the home front, the latest political news 
dominating headlines are the potential 
government shutdown, raising the debt ceiling, 
the $3.5 trillion spending bill, and the $1 trillion 
infrastructure bill.

Congress was able to avoid a government 
shutdown and send a funding bill to President 
Biden’s desk just hours before the September 
30 deadline. This bill will allow for government 
funding through December 3.

Aside from immediate government funding, 
Congress will have to separately raise the U.S. 
debt ceiling giving the government the ability to 
fund additional spending. According to Treasury 
Secretary Janet Yellen, if the debt ceiling is not 

raised by October 18, it will result in the first-ever 
default on US obligations and would have wide-
reaching consequences.

The Biden administration continues to push 
the massive $3.5tn spending package (social 
policy and climate bill), but there is significant 
bipartisan debate over the hefty price tag as well 
as how it will be paid for. Progress continues, but 
concessions are expected to be made, including a 
trim in the final cost of the bill.

The long-awaited infrastructure bill has been met 
with delays as many lawmakers are refusing to 
vote for the bipartisan package without evidence 
of advancement related to the $3.5 trillion social 
policy and climate plan spending package.

The uncertainty surrounding these items is 
considerable and has led to jitters both politically 
and economically.

On the economic 

front, we have 
continued to see 
strong economic 
growth despite the 
rise in covid cases 
resulting from the 
delta variant. GDP 
is expected to post 
another quarter 
of growth, with 
estimates from the 
Federal Reserve 
coming in at 1.3% 
for Q3, and 5.9% 
for the full year 
2021. As seen right, 
expectations for 
growth in GDP have 
declined rather 
rapidly.

The strength in the 
economy has been further evidenced by the 
observed growth in earnings, growing retail 

spending, expanding manufacturing, as well as the 
high levels of inflation, to name a few.
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The pick-up in

inflation has 
continued at a 
high pace through 
September. We 
have seen an 
increase of over 
5% in prices over 
the previous 12 
months. This is 
consistent with the 
Federal Reserve’s 
goals of averaging 
inflation higher 
for a considerable 
amount of time 
to bring long-
run averages up 
to their 2% goal. 
Given the elevated 
levels of liquidity 
in the economy 
and supply chain 
bottlenecks 
still being experienced globally, the Fed has 
acknowledged the potential for prices to remain 
high for some time before subsiding.

In light of this, the fed has changed its tone 
relating to statements on the timeline for 
tapering its asset purchases, in essence, taking 

its foot off the economic gas pedal, given the 
substantial recovery we have seen thus far. Many 
expect this process to begin in November, with the 
possibility of rate hikes starting in late 2022. As this 
plays out, policy-makers expect inflation to soften 
considerably.

As part of the recovery, we have seen 

improvements in the labor market as well. 
The unemployment rate (4.8%) has continued 
to decline as the economy continues to 
reopen with demand for labor being, broadly 
speaking, quite strong. With unemployment 
aid accommodations running out, we expect 
people to continue to return to the jobs market.
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Financial markets have, until mid-September, 
continued their strong rise against this strong 
economic backdrop. However, with indications 
from the Federal Reserve of interest rate hikes 
potentially coming sooner due to “substantial 
further progress” being achieved concerning 
inflation, and continued improvement in the labor 
market, financial markets have taken a breather in 
recent weeks.

One caveat to the narrative of this unexpectedly 
rapid economic recovery is the possibility that we 
have reached, at least in the short- to medium-
term, peak economic growth. The ongoing 

supply chain bottlenecks along with the rise 
in COVID-19 cases related to Delta have been 
identified as major impediments to continued 
growth. This leaves some to hypothesize that the 
economy might be headed for an environment 
of stagflation; one in which real economic growth 
slows, while persistent inflation remains. As seen in 
the graphs above, expectations for growth in GDP 
quickly slowed down while the elevated levels of 
consumer prices have remained. This could lead to 
abrupt adjustments in monetary and fiscal policy, 
which could have drastic repercussions globally.

Financial markets have, until mid-September, continued 
their strong rise against this economic backdrop.
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Venture funding 

activity to the 
venture capital 
asset class globally 
has continued at 
a record pace, 
with $160 billion 
invested during the 
third quarter of this 
year, locking in a 
78% year-over-year 
increase. Over $100 
billion of funding 
this quarter went 
toward increasingly 
common mega-
rounds; to 
companies raising 
rounds of $100 
million or more.

Seed-stage funding 

came in at $6.5 billion 
in the third quarter of 
2021. The amount of 
funding is very slightly 
below the previous 
quarters’ record high 
but provides for a 47% 
increase year-over-year.
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Early-stage funding 

grew by north of 
100% year-over-
year to a record 
amount of $49.3 
billion, with over 
1900 companies 
being funded. This 
amount of funding 
represents growth of 
11% relative to the 
previous quarter.

Late-stage funding 

has once again topped 
$100 billion this 
quarter. Despite having 
dipped in dollar 
amount compared to 
the second quarter of 
this year, late-stage 
funding still reached a 
level of $104.2 billion; 
a 69% year-over-year 
gain, with funding for 
over 800 companies.
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In terms of exits, the most notable of the quarter 
has been in the IPO market, with financial 
services company Robinhood being valued at 
$32 billion and raising over $1.9 billion. We have 
seen numerous venture-backed public offerings 
with a debut of over $10 billion. In fact, 26 such 
companies have gone public in 2021, representing 
100% growth over the previous year’s comparable 
transactions. We have also seen strong activity for 

other forms of exits including SPACs and direct 
listing, with companies such as Lucid Motors taking 
the SPAC route and Wise exiting by direct listing, at 
impressive valuations of $24 billion and $11 billion, 
respectively.

With another quarter left in 2021, we see all of 
these funding and exit numbers moving higher 
still, to end another year in blockbuster fashion.

As we power toward the last quarter of the year, 
a growing concern is that of an environment 
of stagflation, where we see economic growth 
slowing along with persistently higher prices. 
Supply chain bottlenecks, high levels of liquidity, 
and elevated prices will be ongoing in the near 
term as the world continues to shift toward a 
renewed way of conducting business in light of 
the Coronavirus pandemic.

Despite the risks these conditions present, we 
remain confident that the global economy will be 
able to push through and resolve these issues, as 
they have through this difficult episode up until 
now. In addition, technology development, and 
the large amounts of funding supporting these 
endeavors have remained steadfast, not only 
proving resilience but growing at an incredible 

pace in the face of the global economic issues 
we will continue to face in the short-term going 
forward.

We have observed unprecedented economic 
and political change in the past 18 months, but 
our portfolio remains strong and demonstrates 
healthy growth. As we continue to move out of 
the pandemic and toward a more normalized 
international economy, we expect this to remain 
the case. This leaves us feeling increasingly 
optimistic for the future as we continue our search 
for more technology that deserves to be shared 
with humanity.

As always, we thank you for your unwavering 
support.

We have observed unprecedented economic 
and political change in the past 18 months, 

but our portfolio remains strong and 
demonstrates healthy growth.“

II. Looking Ahead
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