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European venture capital has consistently underperformed the US, and that 
underperformance has hindered the development of the industry itself. But things are 
changing, most visibly in the UK, where fintech has reached the point at which British 
companies compete on a global scale and London arguably leads the sector outright. We 
believe the time is now ripe to begin investing into UK venture capital, with the rest of Europe 
not far behind. 

The data is beginning to bear this out. UK startups raised $23.6 billion in 2025, up 35% on the 
prior year, the first annual growth in UK venture investment since 2021 and the third-highest 
year on record, according to research by HSBC Innovation Banking and Dealroom. The UK 
minted 16 new unicorns in 2025, taking its total past 200 — behind only the US and China. 
And strikingly, the long-standing performance gap has already closed at the fund level: Invest 
Europe, using data compiled by Cambridge Associates, reports that European venture funds 
delivered a net IRR of 20.8% over ten years, against 18.2% for their North American 
counterparts.  Now, there are limitations to this data.  Every venture dataset is incomplete, 
pretty much by definition.  And while the Cambridge data coverage for Europe is particularly 
sparse, it is the dataset that has been used as a stick to beat Europe for the last 20 years, so it 
only seems fair to acknowledge the reversal. 

Given that the data is not sufficient to make the case, we have examined the key reasons why 
Europe lagged the US and where each of those reasons is now changing. What we see is that 
this is a durable shift rather than a cyclical bounce. 

Culture 
It is a cliché, and it is never good to start with a cliché, but it is inescapable. Europeans, by and 
large, when they made their first multiple millions, would take the money and step back to 
enjoy more time with their families. There was no embarrassment in this, less a social stigma 
than enhanced social standing. There was no hunger to become a billionaire, and so 
entrepreneurs were happy to sell early and cash in and check out. 

Consider the contrast. While not venture capitalists, there is no European equivalent of Henry 
Kravis and George Roberts, both in their 80s and still active at KKR daily. The same was true 
of George Soros; one could argue he is European, but he lived and worked in the USA. This 
difference in appetite has undoubtedly impacted returns. 
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The cultural difference remains, but at the margins and especially within venture, we are 
seeing change. More Europeans are emulating their US peers: staying with their companies 
longer and building towards greater exits. Part of the shift came in response to the behaviour 
of US-based GPs. When certain US firms looked at European businesses, they had 
discouraging experiences with Western European entrepreneurs who saw no reason to 
relocate to be close to the GP. So, they turned instead to Eastern European entrepreneurs, who 
were happy to move. Western Europeans who watched their Eastern European peers progress 
realised they needed to change their attitudes and adapted quickly. 

Serial entrepreneurs 
Most US VCs emphasise their focus on repeat entrepreneurs, and for good reason. Repeat 
entrepreneurs are better placed to succeed. By definition they have greater experience, and 
consequently they are better able to anticipate problems, avoid them, and deal with them when 
they inevitably arise. 

In Europe, the cultural pattern that saw entrepreneurs sell early also meant fewer returned for 
the next deal. The repeat entrepreneurs US firms prize simply were not there, and 
performance suffered accordingly. 

We now see a shift towards the US philosophy. When European founders exit a company, 
increasingly they want to build another, and another. Atomico’s State of European Tech 2025 
captures the flywheel effect, European technology companies are now worth close to $4 trillion 
in aggregate, a fourfold increase in a decade, and each successful exit returns experienced 
founders, and their capital, to the ecosystem. 

Operational experience 
Until roughly a decade ago, very few European VCs had strong operational experience at the 
most senior level. Many had the finest academic credentials, many had strong financial 
backgrounds. But given the culture described above, few had serial entrepreneurs on their 
teams. 

This matters enormously. A ten-year fund makes its initial investments over the first three 
years and follow-ons for perhaps five more; investors are therefore exposed to full market 
cycles, and problems will arise within portfolio companies. Large private equity managers 
facing problems in large companies quickly identify the issue and hire someone with the 
experience to resolve it. Venture-backed companies rarely have the resources to do the same, 
and in nascent sectors, the relevant experience may not even exist. Someone must step up, and 
it must be the GPs behind the company. Venture deals tend to have multiple backers with 
different skill sets; between them, they must provide the expertise to see the company through 
its difficulties. 



 
Driving the next venture opportunity 

 

In our opinion, this is the single most significant reason European VCs consistently 
underperformed their US counterparts. And once more, it is changing. Most European venture 
GPs now field operational or “venture” partners, and this is reflected in more recent returns 
and in some of the exits we are now seeing. 

Marketing 
Here again, culture was the issue. Europeans do not like to be sold to, and struggle to imagine 
that anyone would. Most European entrepreneurs would tell you, “my product is so good you 
would need to be stupid not to buy it” almost as though they had never heard of Betamax. 
Marketing was not merely misunderstood; in some quarters, sales was considered somehow 
“grubby” and distasteful. Most US entrepreneurs, by contrast, deeply understand that without 
sales you do not have a business. 

A simple model in the US venture environment was to identify a company, leave the core 
development team in place, and bring in a professional CEO. The first appointment was often 
a sales director, who would take a board seat and become a major influence on how the 
business developed. Experienced sales directors understood the customers and steered the 
entrepreneurs and their development teams away from commercial dead ends and towards 
larger markets. Many Europeans had a visceral objection to a sales director driving their 
company forward. 

Through many years of watching their businesses fail to grow while US-backed peers 
succeeded with inferior products, Europeans have begun to get the message. Scale and market 
awareness are now taught in universities and business schools. European companies are more 
engaged in global markets and more acutely aware of the need to compete for customers. 

Intellectual infrastructure 
In the US model described above, the GP could help the CEO identify and appoint additional 
management as the business grew, executives the GP had worked with before.  The vast 
majority living within a 20-mile radius of the GP’s main office. The businesses themselves 
were also clustered, allowing entrepreneurs to engage with peers regularly, share experiences 
and learn from one another. It is an incredibly powerful support network. 

As the US built its venture industry, perhaps 90% of it was concentrated in one small area: 
Silicon Valley. Other centres followed, New York and Boston most notably, but the emphasis 
remained tightly geographically focused. This concentration of experience, repeat 
entrepreneurs, experienced executives, and the GPs managing and co-ordinating them, 
created an “intellectual infrastructure” unique in the world. Many have tried to emulate it. All 
have failed, even within the US. 
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Europe, by contrast, was fragmented. Within the UK alone, four centres competed: London, 
Oxford, Cambridge and even St Andrews. France had Paris; Finland, Helsinki; Germany split 
between Berlin for tech and Munich for life sciences. There was no focal point, no single centre 
of excellence, and the thinner resources in each location meant less relevant experience within 
companies and the GPs backing them. 

This did not change materially until Covid. Everything changed with Covid. Even Americans, 
at least the more liberal Americans in California, began working from home, and soon 
discovered they no longer needed to be within 20 miles of their GP’s office. Property prices 
encouraged moves to cheaper locations; GPs were forced to accept online engagement from 
directors and even from the entrepreneurs themselves. Many entrepreneurs returned to their 
home countries, remaining engaged with the US GPs who had backed them while building 
local networks. Many US-based directors proved willing to take on roles with European 
businesses, enabled by Zoom, Teams and Google Meets. 

The need for deeply localised intellectual infrastructure was broken. Europe, indeed, the 
world, benefited, and was quick to take advantage. Whether because of language or wider 
links, the UK benefited more than most. 

Angels 
It is rare for an entrepreneur to walk into a GP’s office with an idea, no operational business, 
and walk out with funding. It happens for proven entrepreneurs, but not for most people. 
Instead, an entrepreneur must build a product and demonstrate traction with customers 
before institutional investors will back them, a process that can take years. Few founders have 
the resources and family support that Steve Jobs or Mark Zuckerberg enjoyed; most need 
“friends and family” money. 

Until recently, Europe lacked a network of angels to support these businesses, and many 
European companies died on the path to customer engagement. It was a vicious circle, fewer 
successful entrepreneurs with less money meant less capital available for angel investing. But 
as the industry has matured, more money has accumulated at the other end to support the 
next generation, and the growing relevance and glamour of venture has drawn professionals 
from other sectors into early-stage investing. 

Again, this has been most pronounced in the UK, where the EIS and SEIS tax schemes provide 
a structural incentive with no true US equivalent. The UK Business Angels Association reports 
that the number of active angel investors in the UK grew 54% between 2022 and 2025, from 
roughly 36,800 to 56,800, with the number of experienced angels (five or more deals) nearly 
doubling. Some £1.6 billion was deployed through EIS alone. The vicious circle has become a 
virtuous one. 
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Fintech: the proof of concept 
The UK, and London in particular, has long dominated global financial markets. It is no 
surprise, then, that the first sector in which Europe genuinely challenged the US was fintech, 
and that the challenge was led from London. Operational experience was easier to come by in 
the capital, where entrepreneurs could reach out to seasoned financial professionals for 
support, often in the form of non-executive directorships. This in turn produced serial 
entrepreneurs and enlarged the angel network, the flywheel in miniature. 

The results are a matter of record. Innovate Finance reports that UK fintechs attracted £2.6 
billion in 2025, second globally only to the US, first in Europe, and more than the next five 
European countries combined. Revolut, the standard-bearer, saw secondary share sales at a 
valuation of £55 billion, making it more valuable than most FTSE 100 banks. The UK has 
demonstrated, in the sector where it enjoyed natural advantages, that it can build globally 
competitive venture-backed companies at scale. 

Artificial intelligence: the accelerant 
Like Covid, AI is changing everything. It has reduced the need for large teams of skilled 
developers, cut costs, and increased speed to market for many products and businesses. 
Critically for this argument, AI is accelerating Europe’s progress in every one of the areas 
discussed above, compressing the experience gap, lowering the capital a young company needs 
to reach traction, and making small, dispersed teams viable. 

Like fintech, AI is dispersed in its application even while its infrastructure is concentrated in 
the US, and possibly China. The applications are global and the UK is already building them. 
UK AI companies raised a record $7.9 billion in 2025, up from $4.4 billion the year before, 
representing a third of all UK venture investment, per HSBC Innovation Banking and 
Dealroom. Across Europe, Atomico reports that deeptech, AI foremost among it, now captures 
36% of all venture dollars, up from 19% in 2021. The UK looks well placed to repeat in AI what 
it achieved in fintech. 

Conclusion: the window 
Even as recently as ten years ago, Europe was a long way behind the US in venture, more so in 
tech than in life sciences. The era of total US dominance is ending. The US will continue to 
lead for many years, but other markets can now compete on a level footing. The indications 
were there before Covid; lockdown accelerated what was already happening, and AI will 
ensure that Europe, and the UK in particular, competes ever more successfully. 

For the institutional investor, the attraction is not merely that the structural handicaps are 
eroding, but that the market has not yet re-priced accordingly. European companies still raise 
at meaningful discounts to US peers with comparable metrics, roughly a third cheaper at seed 
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and more than 40% cheaper at Series A and B, on data drawn from PitchBook, Carta and 
Dealroom. European pension funds still allocate a negligible 0.01% of assets to venture; 
Atomico estimates that matching US allocation levels would release an additional $210 billion 
into the asset class over the next decade. Entry prices are lower, fund-level returns are already 
superior over 10-15-year horizons, and a wall of institutional capital has yet to arrive. 

There were many reasons to favour US venture at the expense of Europe in the past. Those 
reasons are rapidly eroding, while the pricing that reflected them persists. Investors who are 
not building exposure to UK and European venture now will, in our view, miss a substantial 
opportunity and pay for it in both returns and volatility. 
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