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Lachlan Hughes, Head of Venture Capital - Aditum Investment Management Limited, offers his

views on the Venture Capital Market in the UAE

What's the appetite for VC funding in the UAE? Is it picking up after this so-called funding winter?

We are seeing a resurgence in deal flow, with more companies coming to market for funding.
However, the deployment by venture funds still lags well behind the record levels observed in Q1
2023. Investors are being more discerning with a heightened focus on capital efficiency. With
central bank interest rates at a decade-long high, investors are applying steeper discount rates to
potential future cash flows. Consequently, businesses capable of delivering venture-scale returns

with relatively low capital requirements have become increasingly appealing to venture investors.
What sort of deals do you see on the horizon?

Pre-seed and seed deals are leading the charge, which is logical. It is easier to secure funding at
these stages due to their lower capital requirements. Valuations have also been less affected at
these earlier funding stages, and these businesses have greater flexibility to adapt their business
models to suit a more challenging funding environment. Although there are still plenty of attractive
Series A deals available, they sometimes come with legacy deal structures that are challenging to
navigate with valuations having normalized from elevated levels. We are seeing great businesses

get funded across all stages, but the bar for venture funding has undoubtedly been lifted.
Do UAE start-ups remain attractive to funds? Why?

The UAE and the broader MENA region continue to be highly appealing for venture investing. The
market opportunity remains as exciting as ever, but now with more reasonable deal terms. We also
believe it's an opportune time for founders to start a startup. Significant technology shifts are
enabling new business models and disrupting traditional industries, while VC investors are holding

record levels dry powder waiting to be deployed over the coming years.
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What sectors are seeing the most traction?

We have always had a strong investment thesis around B2B software and B2B business models,
given their capital efficiency, sticky revenue streams, and lower customer churn. However, these
startups often target niche industries or verticals, requiring them to scale into foreign markets for
a venture investment case to stack up. We are seeing more and more startups founded in the
MENA region that possess the potential to build globally relevant B2B software businesses, which

we are very excited about.

Talk a little about how you work with founders to support them from idea stage to Series A/B/C?

What UAE start-ups are alumni of this process?

The last six months has undoubtedly been a challenging time for founders. We've increased our
engagement with founders through more frequent calls and workshops. Our ultimate goal remains
unchanged: to assist founders in building and scaling resilient, high-growth businesses that will be

attractive to later-stage growth investors.
About Aditum Ventures

Aditum Ventures is part of Aditum Investment Management Limited, a privately owned asset management
company established in the DIFC and regulated by the DFSA. Established in 2018, Aditum has over
$5.474bn* under management across three service lines. Aditum offers GCC investors a wide spectrum of
global asset management solutions through investment funds, separately managed accounts and structured
products across a variety of asset classes. Aditum works closely with its global and local partners to craft
bespoke solutions to meet investors needs and uses the team's longstanding relationships with services
providers across jurisdictions to ensure the process is seamless for the client.

*Source: Aditum Investment Management Limited as of 31 July 2023
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Disclaimer

This information has been provided in good faith and from sources believed to be reliable, but no guarantee
is given as to its accuracy. Past performance is no guarantee of future returns and investors may get back
less than the amount originally invested. The value of investments can go down as well as up.

The information contained in this document is provided for information purposes only and does not
constitute investment advice. Potential investors are reminded to seek professional advice before investing.
Dissemination of this information is strictly prohibited, and the content remains the property of Aditum
Investment Management Limited, a company incorporated in the Dubai International Financial Centre and
regulated by the Dubai Financial Services Authority. Data source: Aditum, Bloomberg, USD terms, income
reinvested, bid to bid, periods as stated.

Aditum Investment Management Limited is regulated by the DFSA for the provision of Managing Collective
Investment Funds, Arranging Deals in Investments, Advising on Financial Products, Arranging Custody,
Managing Assets and Arranging Credit and Advising on Credit. Aditum Investment Management Limited
holds an Islamic Endorsement to conduct Islamic Financial Business by Operating an Islamic Window.

All communications and services are directed at Market Counterparties and Professional Clients only (as
defined in the DFSA rulebook), persons other than Market Counterparties and Professional Clients, such as
Retail Clients, are NOT the intended recipients of our communications or services.

Aditum Investment Management Limited is a company established in the DIFC pursuant to the DIFC

Companies Law with registration number CL2833.
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