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Q1 2021 INSIGHT

I. Macro Update
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pandemic entered a
new phase, it has
now become a race
between vaccinations and new cases.
With 31 million
reported cases in
the US and 555
thousand deaths,
the race to vaccinate
and reduce the
impact of new
variants is crucial.

TRACKING
CORONAVIRUS
AROUND THE WORLD
Vaccinations
have pickedVACCINATIONS
up pace
TOTAL
DOSES
ADMINISTERED
during the last quarter with 564
million vaccinated worldwide.

Vaccinations
have picked up pace
during the last quarter
with 564 million
vaccinated worldwide,
equal to 7.4 doses for
every 100 people. There is
already a stark gap
between vaccination
programs in different
countries, with many yet
to report a single dose.
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SHARE OF PEOPLE WHO RECEIVED AT LEAST ONE DOSE OF COVID-19 VACCINE
SHARE OF THE TOTAL POPULATION THAT RECEIVED AT LEAST ONE VACCINE DOSE. THIS MAY NOT EQUAL THE SHARE THAT
ARE FULLY VACCINATED IF THE VACCINE REQUIRES TWO DOSES.
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Israel and the US
have emerged as early
leaders in the race to
vaccinate. The US is
tracking 3 million daily
dosages with many
states (like hard-hit
Florida) extending
vaccinations access to
everyone over the age
of 16.
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NEW REPORTED DOSES ADMINISTERED BY DAY

2.83 million average
doses per day

At this pace,
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the US will reach herd
immunity levels by
early summer.
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Line shows a seven-day average. Data not updated on some weekends and holidays. Includes the Johnson & Johnson vaccine as of March 5.

The EU has had a more
difficult start. With many
European countries back in
lockdown, and the more
contagious and deadly B 1.7.7
variant is dominating.

THE ‘UK’ VARIANT, B.1.1.7, IS NOW SPREADING
RAPIDLY ACROSS EUROPE
PERCENTAGE OF ALL SEQUENCED CASES OF COVID-19
THAT ARE FROM THE B.1.1.7 VARIANT, BY COUNTRY
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VACCINATION ACCELERATION NEEDED TO
SAVE THE EU’S SUMMER

Vaccination has turned into a race

PERCENTAGE OF PEOPLE VACCINATED WITH AT LEAST
ONE DOSE
3 X RATE

100

2 X RATE

to save the much lucrative summer vacation
season, which at this stage appears unlikely.
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Tourism is a major source
of income and a large percentage of GDP for
hard-hit Mediterranean countries. Being able
to accelerate vaccinations in the EU will make
or break the recovery for key countries and the
EU as a whole.

TOURISM CRASH POSES ECONOMIC DRAG FOR
MEDITERRANEAN NATIONS

PERCENTAGE LOSS IN ECONOMIC ACTIVITY IN 2003 Q3 RELATIVE
TO 2019 Q4
TOTAL ECONOMY
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This trend accelerated in December with average
In the Political arena, The House of
Representatives impeached President Trump for
an unprecedented second time due to his actions
inciting the January 6th riots and take over of the
Capitol by Trump supporters while Congress was
in session ratifying the Electoral College votes. As
expected, there were not enough votes in the
Senate for 2/3 majority, but an unprecedented
seven Republicans voted alongside all 50 Senate
Democrats for impeachment.
As the images of the January 6th riots will stay
with us for generations, our faith in Democracy

was strengthened by the transfer of power to
President Biden and a full shift of Control of the
Senate to the Democrats.
Congress also passed President Biden’s $1.9
Trillion COVID-19 stimulus program with
signiﬁcant payments directly to taxpayers,
extension on unemployment beneﬁts, child tax
credit beneﬁts, and substantial support for states
and vaccination efforts. This marks the ﬁrst major
legislative win for the newly elected president.
The law, however, was passed along party lines
receiving no Republican votes in the Senate.

FISCAL SUPPORT VARIES BETWEEN COUNTRIES
PERCENTAGE OF GDP

14
12
10

FISCAL
SUPPORT
ANNOUNCED
SINCE DEC
2020

8
6
4

CUMULATIVE
FISCAL
SUPPORT AS
OF DEC
2020

2
0

US

EUROPE

JAPAN

SOURCE: OECD

5

On top of the
Coronavirus relief bill,
President Biden
announced an
unprecedented $2
trillion investment in
infrastructure dubbed
the American Jobs
Plan.

INFRASTRUCTURE PLAN COVERS MANUFACTURING, CARETAKING
ESTIMATES SPENDING ON THE AMERICAN JOBS PLAN

The plan has received strong criticism from
Republicans and business groups alike since it
also proposes a signiﬁcant increase in corporate
taxes from 21% to 28%. It will certainly be a battle
to get it approved but it showcases the bold
moves this administration is willing to make.

The US Economy posted strong gains during the
ﬁrst quarter of 2021, and it appears to be ﬁring on
all cylinders. The conﬂuence of loose monetary
policy by the Fed, allowing the economy to run
above 2% inﬂation, strong vaccination with daily
numbers clocking at 3 million vaccinated daily,
and unprecedented stimulus are paving a strong
path for recovery.
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Unemployment
rebounded
strongly in March
with over 900k jobs
added, and the
unemployment rate
dropping to 6%.
According to the
Wall Street Journal,
Economists are
predicting the US
to add 514,000
jobs per month for
the remainder of
2021, to reach
pre-pandemic
levels in 2022.

This growth showcases
the depth of the hit to the
US economy by the pandemic and highlights the
expectation that any inﬂation burst will be
short-lived.
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The US has been able to close
the Output Gap caused by the
pandemic and is now showing strong
growth potential,

Europe faces a different trajectory
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US GDP will outperform Europe

US PULLS AWAY WITH EXTRA STIMULUS

PERCENTAGE DIFFERENCE IN REAL GDP FROM PRE-PANDEMIC LEVELS

and Japan due to strong stimulus into the
economy. We would suggest Europe and
Japan take the playbook implemented in
the US in terms of economic recovery. The
cost of additional stimulus is more than
covered by stronger GDP growth and
support for the overall economy.

Financial Markets ended Q1 on a strong note.
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The benchmark S&P 500 broke
4,000 for the ﬁrst time, showcasing a
continued trend.

Valuations stand close to an all-time high
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Valuations are being
supported by artiﬁcially low
borrowing rates, primarily due to
the FED aggressive
bond-buying.

THE LOW COST OF RISKY BORROWING
PERCENTAGE OF BOND YIELDS

The unwinding of this trade can be painful
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Global M&A activity
Low rates are also impacting M&A transactions. Global
deal-making hit $1.3 Trillion in Q1. US Deal volume rose 160%
to $654 billion in Q1, representing half of the global deal
volume. The US growth was 3.5X larger than APAC and 6X
larger than Europe.

Most of the US growth
is being fueled by speculative SPAC transactions,
reaching $172 billion or 25% of the total US deal value.

Q1 2021 continued to show our thesis of strong
growth consensus based on three key
fundamental factors: rapid dissemination of
COVID vaccines, continued government
intervention in the economy, and signiﬁcant
pent-up consumer demand.

Asset pricing is at the high end of the spectrum
but should continue to be supported by the
three factors mentioned above. Removal or
delay of any components will create signiﬁcant
volatility
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II. Venture Activity
Global venture
investments had a
blowout quarter,
reaching record highs of
$125 billion. This
represents a 50%
increase over last quarter,
and a 94% increase from
the same quarter last
year.

Seed funding rounds
drew in an impressive
$4.1 billion even though
the number of funding
rounds for the quarter is
down compared to the
previous quarter. The
$4.1 billion raised is
closely in line with
funding raised in
previous periods and is
continuing its long-term
upward trend in terms
of absolute dollar value.
Additionally, these
numbers are likely to be
revised upward as seed
funding data are often
not disclosed
immediately.
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Early-stage funding
displayed signiﬁcant growth in the
latest quarter, reaching a total of
$35.5 billion in funding, which
represents a 45% quarterover-quarter increase.

Late-stage funding grew an incredible 122% from
the same quarter last year (up 56% Q-o-Q),
reaching $85.6 billion. This growth is partly
attributable to a larger number of rounds coming
in above $100 million, as 79% of the investment in
late-stage funding rounds went to rounds above
$100 million – higher than ever before. This stage
of funding accounted for over 68% of total
funding going into venture-backed startups.

Of particular note, according to CrunchBase,
unicorn companies raised $57.9 billion in Q1
alone, representing nearly half of all funding
raised to date. This is a signiﬁcant increase from
2020, when these unicorn companies raised a
little over 30% of all venture capital funding.
Furthermore, unicorn companies were created at
an impressive pace in the quarter, with an average
of two new unicorn companies being created
every working day.

Late-stage funding
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Along with most funding
stages, the number of
acquisitions also increased in
Q1, with the number of deals
jumping 26% from last quarter.
The total value of acquisitions
stood at $57.1 billion; in line
with Q4 2020.

III. Looking Ahead
As the US recovers from a difﬁcult election and
transition of power, the ﬁrst quarter has brought
some sense of normalcy to our political world,
where Washington no longer dominates
day-to-day gyrations and volatility.
Congress has passed signiﬁcant legislation with
the third round of stimulus checks paid directly to
taxpayers and extension of unemployment
beneﬁts. The $1.9 trillion relief package will
cushion the pandemic blow while unemployment
still reeling from the pandemic impact.
The administration also going further with an
unprecedented $2 trillion infrastructure and jobs
act proposed by President Biden.
The Fed has always kept its indication that it will
continue to maintain accommodative policies
while unemployment remains high.
Vaccinations have taken center stage and the
Biden administration has broken all expectations
and currently vaccinating 3 million people per

day. At this pace, the US will reach herd immunity
by early summer.
We continue to expect strong growth consensus
based on those three key fundamental factors:
rapid dissemination of COVID vaccines,
continued government intervention in the
economy, and signiﬁcant pent-up consumer
demand.
Those three elements are creating a once in a
generation event we are labeling the “Roaring
20s”
Asset pricing is at the high end of the spectrum
but should continue to be supported by the three
factors mentioned above. Removal or delay of
any components will create signiﬁcant volatility.
We expect those factors to continue throughout
2021. medical achievement in a century. Never
before have we all worked so closely on ﬁnding a
common cure so fast, hopefully, in the end, the
great lesson from COVID-19 is simply that. When
humans work together toward a common goal,
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Flavio Lobato

Co-Founder and Principal, Ikove Capital
Flavio Lobato is Principal and Founder of Ikove Capital Partners, a Venture Development
investment company focused on commercializing life changing technologies in partnership with
leading research institutions.
Previously, Flavio was an Executive Director at Liongate Capital Management, a multi billion
alternative investment manager based in London and New York which was sold to Principal Global
Investors. Additionally, Flavio was a Founder, and CIO of Swiss Capital Asset Management in
Lugano, managing over $1.5 billion in hedge fund investments for institutional clients. Flavio was a
VP at Goldman Sachs & Co. and a Director at Credit Suisse First Boston.
Flavio received his MBA from Harvard Business School with honors, and his undergraduate degree
in International Finance and Marketing from the University of Miami, cum laude. Flavio is Co-Head
of Fintech for Harvard Angels of NYC. He serves as Chairman or on the Board for several high
proﬁle startups. He is a guest author at Venture-Beat, VC-List, Forbes and Alpha Week and has
been featured in several podcasts.
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