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3.1 lIsar Aerospace

Isar Aerospace is a European Scaleup with interna-
tional investor participation. The company is develop-
ing “Spectrum,” a privately financed European launch
vehicle, and reached unicorn status following a EUR
150 million financing round led by Eldridge Industries
in June 2025 (Spiegel 2023). The capital is primarily in-
tended to expand production capabilities and service
offerings.

In parallel, the European Space Agency (ESA) award-
ed two missions to Isar Aerospace in August 2025
under its Flight Ticket Initiative, with launches sched-
uled from Andgya starting in 2026 (European Space
Agency 2025). This contract represents an import-
ant public-sector demand signal and is emblematic
of growing state demand for the services of private
NewSpace companies such as Isar Aerospace. Even
more substantial demand from the public sector could
emerge from the Defence domain. In this context,
German Federal Minister of Defence Boris Pistorius
emphasized the security and industrial policy impor-
tance of sovereign European access to space at the
Space Congress of the Federation of German Indus-
tries in September 2025
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(Federal Ministry of Defence 2025). In June 2025, Isar
Aerospace also agreed on a EUR 150 million convert-
ible bond with the international financial investor
Eldridge Industries (Wirtschaftswoche 2025).

An international comparison highlights the scale of the
challenge facing Isar Aerospace. Over the course of
its development, SpaceX has raised a low double-digit
billion amount in private capital—approximately USD 12
billion according to commonly cited sources. Against
this backdrop, the availability of European growth
capital for orbital launch capabilities remains limited.
In addition, public-sector demand signals differ by
orders of magnitude. SpaceX received its first ma-

jor contract from NASA in 2008—six years after its
founding in 2002—worth approximately EUR 1.6 billion
(Deutschlandfunk 2021). By comparison, ESA con-
tracts awarded to Isar Aerospace to date amount to
around EUR 26 million. While these provide an import-
ant initial contribution, they are insufficient to materi-
ally support large-scale growth financing (Isar Aero-
space 2021; 2024).

Financing History

Continuously increasing financing volumes from
seed to Series C

Growing individual round sizes (up to EUR 150 million
convertible financing; EUR 155 million Series C)

Combination of equity, debt, and convertible fi-
nancing instruments

Participation of prominent investors, including Lak-
estar, Porsche, HV Capital, Eldridge Industries, UVC
Partners, and Vsquared.



3.2 Sunfire

Sunfire, founded in Dresden in 2010, manufactures
industrial electrolyzers and closed a Series E financing
round of EUR 215 million in March 2024. In addition, the
company secured up to EUR 100 million in the form of
an EIB term loan, as well as access to approximately
EUR 200 million in already approved but not yet drawn
public funding. Such loans are typically used to finance
investments such as equipment purchases or business
expansion and are repaid in regular instalments over
their maturity (Startup Insider 2021). This positions Sun-
fire among the best-capitalised electrolyzer compa-
nies in Europe (Sunfire 2024).

Previously, Sunfire had expanded its Series D round to
EUR 195 million and, in parallel, secured EUR 60 million
through the German Federal Ministry of Education
and Research’s flagship project H2Giga to support the
industrialisation of its electrolyzer technology (Sunfire
2022). This combination of venture capital and growth
equity, institutional investors, and public funding Pro-
grammes is characteristic of European cleantech
Scaleups.

In the United States, electrolyzer and hydrogen compa-
nies additionally mobilise large-scale loan guarantees
and project finance structures.
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The U.S. Department of Energy (DOE), through its Loan
Programmes Office, provides targeted loan guarantees
to promote large-scale clean energy projects and ac-
celerate their market entry (U.S. Department of Energy
n.d.). One example is Plug Power, which received a DOE
loan guarantee of USD 1.66 billion for hydrogen produc-
tion.

On the equity side, transactions such as the USD 380
million Series C round of Electric Hydrogen, comple-
mented by credit facilities exceeding USD 100 million,
illustrate the depth of the U.S. capital market. In Europe,
EIB loans and funding instruments such as the Import-
ant Project of Common European Interest (IPCEI) play a
supportive role; this refers to a transnational initiative of
common European interest that is specifically support-
ed by public funding and pursues particularly ambitious
objectives in research, innovation, growth, employment,
and the competitiveness of EU industry (Federal Minis-
try for Economic Affairs and Energy, n.d.). Nevertheless,
substantial equity investments remain a key bottleneck
for the construction of large-scale manufacturing facili-
ties (Reuters 2024; Electric Hydrogen 2023).

Financing History

Establishment of a broad financing base since 2012:
spanning early financing rounds through to Series
E in 2024 totaling EUR 215 million, supplemented by
up to EUR 100 million in loans from the European
Investment Bank (EIB) and approx. EUR 200 million
in EU grant funding.

Prior expansion of Series D financing to approx. EUR
195 million, as well as EUR 60 million from the Ger-
man Federal Ministry of Education and Research’s
flagship project H2Giga to support the Industrialisa-
tion of electrolysis technology.

Combination of VC and growth investors, including
Lightrock, Copenhagen Infrastructure Partners
(CIP), Blue Capital, and Planet First Partners, along-
side extensive European funding Programmes (EU,
EIB).
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3.3 Proxima Fusion

Proxima Fusion is a deep-tech spin-out founded in Mu-
nich in 2023, originating from the Max Planck Institute
for Plasma Physics. The company develops quasi-iso-
dynamic stellarators based on high-temperature su-
perconductors and aims to realise Europe’s first fusion
power plantin the late 2030s.

Since its founding, Proxima Fusion has raised more
than EUR 200 million in equity and public funding
across four financing rounds. A key milestone was the
Series A financing of EUR 130 million in June 2025, fol-
lowed by an extension of EUR 15 million in September
2025. The diverse investor base from Germany, Eu-
rope, and the United States highlights the company’s
international connectivity and the growing confidence
in the European fusion industry. However, an interna-
tional comparison of this case also underscores the
immense capital requirements: the U.S. fusion start-
up Commonwealth Fusion Systems has already raised
approximately USD 3 billion in funding.
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In early 2025, Proxima Fusion published “Stellaris,”

the world’s first integrated concept for a commercial
fusion power plant based on a stellarator design, in-
tended to enable reliable and continuous operation. In
order to achieve the goal of constructing a first fusion
power plant in Germany within the 2030s and to re-
main competitive in the global race, the fusion demon-
strator “Alpha” must be built by 2031.

The costs for constructing an initial demonstrator are
estimated at EUR 1.5-2.0 billion. This financing can only
be secured through a joint public-private co-financ-
ing approach. Proxima Fusion is in close dialogue with
the relevant stakeholders at both the federal and state
levels. The Fusion Action Plan represents an important
step toward establishing the framework for concrete
implementation within the federal budget and for op-
erationalisation within the ministries over the coming
months and years. In addition, it is essential to address
fundamental regulatory issues for this new technology
in a coordinated manner.

Financing History

Since 2023, the company has raised more than
EUR 200 million, including a EUR 130 million Series
A roundin 2025 with an additional EUR 15 million
extension, as well as several European grants (EIC,
BMBF).

This was preceded by a EUR 20 million seed round
in 2024 and pre-seed financings in 2023 to support
early-stage technology development.

The international investor base includes, among
others, Germany (UVC Partners, Cherry Ventures),
the United Kingdom (Balderton Capital), the Unit-
ed States (Lightspeed), as well as European public
funding institutions.



Insights from the case studies: growth financing of
capital-intensive scaleups in Europe

The three case studies illustrate how capital-intensive
Scaleups in Germany and Europe pursue different path-
ways of growth financing and how they position them-
selvesin a transatlantic comparison.

A common denominator across all cases is the reli-
ance on a mix of private and public funding to realise
their technological ambitions. Isar Aerospace, Proxima
Fusion, and Sunfire demonstrate that leading German
Scaleups in deep-tech and cleantech sectors depend
on international investors when it comes to large financ-
ing rounds.

Source: Proxima Fusion
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At the same time, the comparison with U.S. companies
such as SpaceX, Commonwealth Fusion Systems, and
Plug Power shows that the inflow of growth capital into
German Scaleups remains limited. Large-scale projects
can often only be realised through the combination of
multiple financing instruments, while a deep and scal-
able growth ecosystem is still lacking.

This underscores the central message: safeguarding the
global competitiveness of German technology Scaleups
requires significantly increased financial resources and
stronger institutional support. In addition, it is essential
that a greater share of public procurement in Europe is
directed toward domestic young companies.
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4.0 Policy Recommendations

41 Strengthening Capital Markets and Mobilising Growth Capital
for Scaleups through Innovative Financing Structures

This chapter develops concrete policy recommendations based on discussions with the expert panel. The anal-
ysis draws on more than 30 qualitative interviews with investors as well as start-up and Scaleup founders.

The findings from these interviews were systematically structured and synthesised into the most important
cross-cutting recommendations. The objective is to identify measures that improve access to growth capital and
sustainably strengthen the financing options available to German Scaleups. The proposed measures are ad-
dressed to policymakers as well as to key actors within the finance and start-up ecosystem, in particular venture
capital and growth investors, banks, institutional investors, and organisations that advise or support start-ups.

Growth financing continues to represent the Achilles’ heel of the European start-up and Scaleup ecosystem.
Fragmented capital markets, pronounced risk aversion, and comparatively small fund sizes hinder the execution
of large-scale financing rounds.

As aresult, German Scaleups increasingly face relocation or capital migration effects, as they frequently need to
rely on international capital—particularly from the United States—for later-stage financing (KfW 2024).

“Germany has a solid foundation of angel capital and early-stage financ-
ing. The real gap, however, emerges at the growth capital stage—when
large financing rounds become necessary. This is where institutional in-
vestors and large family offices would need to step in, yet both have so far
shown considerable restraint in Germany.”

- Dr. Joachim Faber
Multi-Board Member -



A) Closing the central gap:
growth funds from Series B to
pre-1PO

While early-stage financing in Germany can now draw
on alarger number of venture capital funds, the growth
stage suffers from a shortage of lead investors and
large financing rounds above approximately EUR 20
million. This gap reinforces dependence on foreign
capital providers and increases the likelihood that
companies relocate abroad (Hello Tomorrow, 2025).

Policy Recommendations

1. Establishing and scaling large European
growth funds

To close the structural gap in growth financing, the
establishment of large European growth fundsin the
multi-billion-euro range is required. Crucially, this in-
volves not only the initial fund launch but also the sys-
tematic scaling of subsequent fund generations in order
to secure and strengthen investment capacity over the
long term.

The objective is to establish funds that are sufficiently
large to act as lead investors—that is, to set the terms
of a financing round, take responsibility for technical
due diligence, and coordinate the investor consortium.
This is precisely where the structural bottleneck in the
German market becomes apparent: most funds are
too small to assume this role and often lack the neces-
sary technical expertise to adequately assess complex
deep-tech business models.

In addition, fund-of-funds structures should be
strengthened. A fund-of-funds vehicle such as the
“Wachstumsfonds Deutschland” does not invest direct-
ly in start-ups or companies but rather in other funds.
This approach pools capital from various sources—such
as public and private investors—and allocates it broadly
through specialised funds such as UVC Partners. Such

a structure enables more efficient capital allocation,
reduces the risk of individual investments, and, in par-
ticular, facilitates access for institutional investors to a
market segment that has so far been difficult to access.
In this way, the available pool of growth capital can be
significantly expanded both in breadth and depth (Tech
for Net Zero 2023).
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2. Developing and strengthening lead-
investor capabilities for the growth stage

Closing the growth-stage financing gap requires not
only the targeted establishment of new large European
growth funds but also the strengthening of lead-inves-
tor capacity among existing venture capital funds that
possess the willingness and expertise to more fre-
quently assume lead roles in larger financing rounds.
Supportive measures could include advanced develop-
ment Programmes designed to upskill established VC
investors and to foster stronger international connec-
tivity with leading global funds. This could be achieved,
for example, through co-investments or secondments,
enabling systematic knowledge transfer and experi-
ence sharing (KfW 2024).

3. Trust-Building and First-Time-Fonds

A further central obstacle to the expansion of venture
capital in Europe is the limited access to capital for

new fund managers. First-time funds in particular face
substantial barriers to market entry, as investors are
often reluctant to commit capital to inexperienced fund
managers. Studies show that uncertainty regarding the
capabilities and strategies of new fund managers cre-
ates a significant trust deficit, which strongly constrains
investment volumes (KfW 2024).

To address this issue, public anchor investments play
acrucial role. Such measures lower entry barriers and
mobilise additional private capital. To date, however,
public anchor investments remain rare, limiting their
signalling effect—despite the fact that precisely these
investments are critical for building confidence among
other investors (KfW 2024).

Conclusion:

The European Innovation Council (EIC) is currently es-
tablishing the EU ScaleUp Fund, a European growth fund
with a target volume of up to EUR 5 billion—an import-
ant step for deep-tech Scaleups in Europe. However,
closing the financing gap will require significantly more
capital as well as a clear political strategy on how private
venture capital firms can be deliberately enabled and
incentivised to establish additional private growth funds
with lead-investor capabilities.

The objective should be to systematically close the gap
identified in this paper over the coming years, for exam-
ple by strategically developing five to ten large-scale
growth funds in the multi-billion-euro range.
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~Foundations still hold significant untapped potential to con-
tribute to an innovation-driven economy. Especially at this
moment, there is a strong case for deliberately deploying
capital where it can generate societal impact—for example,
through investments in venture capital funds aimed at scal-
ing European innovation. If more foundations take this step,
it could help trigger an important cultural shift.“

- Dr. Heba Aguib
Member of the Board BMW Foundation Herbert Quandt -
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B) Mobilising institutional
investors

Despite substantial private wealth, only a small share

is currently invested in the financing of high-growth
domestic young companies in Germany. The potential
of foundations, family offices, and institutional investors
remains largely untapped.

Foundations

German foundations hold total assets of approximately
EUR 100 billion (Bundesverband Deutscher Stiftungen,
2025). Their investment strategies are traditionally
long-term in nature and often conservative, for exam-
ple with a strong focus on bonds. However, interest

in private equity as an asset class has increased, and
there is also further potential for expansion in ven-

ture capital. Many foundations are deeply engagedin
supporting education and science. This thematic orien-
tation creates anintrinsic interest in innovation and
societal progress. Larger foundations in particular may
be well positioned to provide important impulses within
the innovation ecosystem through venture capital in-
vestments and to act as pioneers for other institutional
investors. Venture capital fund-of-funds structures

are especially well suited for foundations, as they offer
broad diversification, reduce risk, and provide straight-
forward access to this asset class. One example is the
BMW Foundation, which allocates more than 10% of its
assets to impact-oriented venture capital funds, there-
by deliberately promoting innovation and sustainable
growth and sending strong signals to the market (BMW
Foundation n.d.).

Large family offices and corporate wealth

Family offices are becoming an increasingly import-
ant source of capital for start-ups and Scaleups. Many
large family offices originate directly from entrepre-
neurial activity. This background enables them to invest
in venture capital not only as family offices themselves
but also through affiliated companies. As a result, they
possess specific expertise and a deep understanding
of entrepreneurial opportunities and risks, which fur-
ther strengthens their engagement in the VC sector.
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Due to their long-term investment horizon and high
allocation to alternative asset classes—on average
around 45% of assets—family offices have a structural
advantage when it comes to investing in Scaleups (J.P.
Morgan Private Bank, 2024). This willingness to take
risk distinguishes them from more defensive investor
groups and positions them as key actors in the growth
financing of Scaleups.

To strengthen their engagement in venture capital,

the German Federal Ministry for Economic Affairs and
Energy (BMWE) and UnternehmerTUM have been sup-
porting exchange formats such as roundtables since
2019, fostering dialogue between family offices and the
start-up ecosystem. The aim is to reduce existing in-
formation asymmetries and, over the long term, lower
entry barriers for VC investments.

Institutional asset pools

Insurance companies, pension funds, and occupational
pension schemes in Germany manage assets exceed-
ing EUR 2.5 trillion. German insurers alone manage
more than EUR 1.6 trillion, of which EUR 200-300 billion
are newly invested each year, yet only around EUR 8
billion in total is allocated to venture capital (GDV 2025).
While institutional asset pools from the United States
and Canada rank among the most important providers
of growth capital globally, German institutional inves-
tors have so far played only a minor role in this seg-
ment.

Even a modest reallocation of institutional assets to-
ward venture capital would have the potential to signifi-
cantly expand the German VC market, leverage private
investment, and sustainably reduce dependence on
public funding. To achieve a genuine paradigm shiftin
growth financing, institutional asset pools therefore
represent a central and indispensable group of actors
that must be deliberately integrated (Euramco Asset
n.d.; Redstone Venture Capital 2023).

An important step in this direction is the WIN Initiative,
under which numerous institutional investors have
committed to investing approximately EUR 12 billion in
young innovative companies by 2030, with the aim of
sustainably improving structural conditions and access
to capital in Germany (KfW 2024).
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Policy Recommendations

1. Improving regulatory frameworks tai-
lored to institutional investor profiles

To foster long-term, substantial capital flows into ven-
ture capital and growth financing, regulatory frame-
works should be specifically and differentially adapted
to various investor types—such as insurance companies,
pension funds, and occupational pension schemes.
Measures must address the distinct regulatory, strate-
gic, and operational barriers to venture capital invest-
ment depending on the respective investor profile.
This includes, for example, differentiated treatment of
insurance investments under Solvency I, the EU di-
rective defining capital requirements for insurers; the
relaxation of coverage requirements for pension funds;
increasing the risk capital quota from 35% to 40%; or
introducing an additional infrastructure quota of 5%.
Look-through approaches would provide institutional
investors with greater flexibility (KfW 2024). Beyond
regulatory amendments, enhanced legal clarifications
and the resulting legal certainty can also contribute to
increasing investment activity by institutional investors.

2. Targeted tax incentives to incentivise
venture capital investments

Fiscal policy measures can likewise play a targeted
role in directing institutional and private capital toward
venture and growth capital. Possible instruments in-
clude tax credits or allowances for investments in ven-
ture capital and growth funds, as successfully imple-
mented in other European countries, including France.
The WIN Initiative additionally proposes expanding the
scope for funds subject to the Investment Tax Act to

allow investments in commercially active partnerships.

Furthermore, increasing the maximum amount for re-
investments is intended to facilitate capital flows into
the private equity and venture capital market (KfW
2024).

In addition, the introduction of target corridors based
on a comply-or-explain principle could be considered.
Under such a mechanism, institutional investors could
be required to allocate a defined share of their invest-
ment volume—such as one to three percent-to ven-
ture and growth capital, or publicly explain why they
choose not to do so. Such an approach would enhance
transparency, strengthen incentives, and, over time,
channel more capital into productive and innova-
tion-oriented asset classes (KfW 2024).
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3. Creating effective investment instru-
ments to attract institutional investors to
venture capital

Alongside regulatory and tax measures, targeted
investment instruments are essential to reduce risk
and facilitate entry for institutional investors. These
include performance gates, matching funds, and first-
loss tranches, which cap potential losses and leverage
private investment. The WIN Initiative supports such
approaches through fund-of-funds structures such as
Wachstumsfonds Deutschland | and Il, aiming to reduce
fragmentation, increase diversification, and secure
long-term capital flows. Complementary instruments—
such as generational capital funds, state-supported
retirement savings vehicles, investor education Pro-
grammes, and transparent data platforms—further en-
hance trust and transparency in venture capital funds
(Hello Tomorrow, 2025).

Conclusion:

Regulatory frameworks and insufficient tax incentives
have so far constrained the mobilisation of institutional
capital for venture and growth capital in Germany. Pol-
icymakers are therefore called upon to systematically
remove barriers and introduce new incentives. At the
same time, existing regulations already provide room
for manoeuvre that institutional investors can actively
utilise. Consequently, not only political reforms are re-
quired, but also greater engagement from foundations,
family offices, and, above all, large institutional asset
pools to allocate a larger share of their capital toward
future-oriented technologies and Europe’s innovation
capacity.



C) Beyond equity: hybrid financ-
ing models for deep-tech and
hardware Scaleups

Over recent decades, venture capital investments have
primarily focused on software start-ups with rapid-

ly scalable business models. However, the number of
deep-tech and climate-tech companies developing
hardware is increasing. These companies require sub-
stantial investments in development and testing envi-
ronments, manufacturing facilities, and infrastructure.
Such capital-intensive business models impose specific
financing requirements that go beyond traditional ven-
ture capital structures.

While software companies are typically financed
through equity rounds, asset-heavy business models
often require a combination of corporate and project
financing. Pure equity financing via venture capital is
frequently insufficient in these cases, as the capital
required for investments in plant, equipment, and long-
term assets significantly exceeds the typical investment
volumes of venture capital funds.

On the demand side, climate-tech and deep-tech com-
panies face the challenge of covering both high capital
expenditures (CapEx) and ongoing operating expendi-
tures (OpEx). Access to debt financing is particularly dif-
ficult for first-of-a-kind projects, as reliable cash flows,
operational track records, or long-term offtake agree-
ments are often not yet in place. As aresult, companies
are frequently forced to rely on costly equity financing,
leading to substantial dilution and slowing down the
scaling process.

“Debt financing is crucial for many start-
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On the supply side, these financing needs are often un-
attractive from the perspective of institutional investors
and commercial banks. They are associated with high
technological and market risks as well as long amortisa-
tion periods. Traditional venture capital funds typically
lack the structures required to finance long-lived assets
or infrastructure projects. Banks, in turn, are subject to
high capital requirements and regulatory constraints,
which further limit their risk appetite. This resultsin a
structural financing gap between equity and debt that
has so far been insufficiently addressed.

Innovative debt instruments are therefore gaining im-
portance as a central building block for scaling deep-
tech start-ups. However, both public and private pro-
viders currently lack a sufficiently developed range of
offerings (Hello Tomorrow, 2025). This gap particularly
hampers companies in the deep-tech and hardware
sectors in transitioning from technological development
to industrial-scale deployment.

ups, particularly those with high infra-
structure requirements—yet at present,
we are often forced to pre-finance sub-
stantial infrastructure expenditures with
equity. Animproved system that takes
into account the specific characteristics
of young companies and strengthens
understanding of how cash flows function
in start-ups would represent a significant
step forward.”

- Kevin Berghoff
Co-Founder & CEO QuantumbDiamonds =
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Policy Recommendations

1. IInnovative hybrid models for project
and asset financing

Financing first-of-a-kind (FOAK) facilities and projects
of clean-tech and deep-tech Scaleups requires hybrid
models that combine equity and debt components

as well as guarantees and grants. One example is the
multi-billion-euro project financing of H2 Green Steel
for the construction of a green steel plant in northern
Sweden (European Investment Bank 2024). This financ-
ing rests on three pillars:

1.1. The largest share consists of debt financing pro-
vided by a consortium of private and public banks.
These loans are largely secured by public guaran-

tees, which were essential for effective risk sharing.

1.2. The second pillar is equity capital contributed by the
company itself as well as by a broad range of strate-
gic off-takers and global investors.

1.3. In addition, the company received a grant from the
European Union.

Such flagship projects can serve as blueprints for future
financing structures. To this end, guidelines and term
sheets should be further developed and standardised,
similar to established practices in venture capital
financing rounds. This framework and accumulated ex-
perience would enable banks and investors to structure
and assess the financing of FOAK facilities more quickly
and efficiently in the future. In addition, best practices
from different sectors—such as battery plants, e-fuel
facilities, or green cement factories—should be shared,
and training Programmes for investment managers
should be established to continuously mobilise capital
and enhance the bankability of projects.

2. Introduction of working capital and
bridge financing instruments

Start-ups—particularly those that are growing rapidly
but are not yet profitable or face long payment terms—
often struggle to finance their working capital. Access
to debt financing is more difficult than for established
companies, as start-ups typically lack collateral. Tradi-
tional financing instruments include overdraft facilities
or working capital loans, which are often accessible

to young companies only through publicly supported
Programmes, such as those offered by KfW or regional
development banks, as these frequently provide liabili-
ty exemptions for commercial banks.
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In deep-tech Scaleups in particular, working capital
requirements driven by expensive input components
and lengthy production cycles can easily reach tens of
millions of euros. Existing debt financing instruments
should therefore be adapted to better address these
cases.

3. The state as a lead customer: actively
generating demand through public pro-
curement

Public actors in Europe and Germany have so far
focused primarily on promoting new technologies
through research, development, and early-stage
funding Programmes. Nevertheless, many innovative
companies fail at the market entry stage due to a lack
of sufficient initial demand. Here, the state can play a
central role by acting as a pilot or lead customer.

In strategically critical areas such as defence, infra-
structure, healthcare, or raw material security, the pub-
lic sector should deliberately act as an anchor custom-
er. At the same time, public procurement could also
effectively supportinnovationin fields such as energy,
mobility, or digital administration by giving preference
to products and services offered by Scaleups.

International examples demonstrate the effectiveness
of this approach. In the United States, public institutions
have acted as early customers for decades. Pro-
grammes such as the Defence Innovation Unit (DIU) or
procurement initiatives of NASA have played a key role
in enabling start-ups and Scaleups to access markets
at an early stage—thereby strengthening investor con-
fidence and mobilising private capital.

Europe holds substantial untapped potential in this
regard. A consistent demand-oriented approachin
public procurement could not only accelerate growth
but also sustainably enhance the international compet-
itiveness of European companies. The topic of “public
procurement and the state as an anchor customer”
therefore offers significant potential and should be ex-
ploredin greater depth in a dedicated white paper—as
a central lever for developing start-ups and Scaleups in
Germany and Europe into global market leaders.



Conclusion:

Deep-tech Scaleups in the growth phase are more
dependent than other start-ups on a combination of
equity and debt financing, complemented by work-
ing capital solutions and guarantees. To scale these
companies successfully, financial institutions must
better tailor their instruments to the specific needs of
Scaleups, and the state should take on a significantly
more active role as an anchor customer. Only through
such close coordination between the public sector and
financial markets can Europe accelerate its industrial
transformation.
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“If start-ups and Scaleups lack sufficient exit options,
invested capital cannot be recycled back into the
market and reinvested in new companies. This re-
moves a central building block in the cycle of innova-
tion and investment.”

- Christoph Stresing
Managing Director, Startup Verband -

4.2 Strengthening exits and
liquidity: increasing IPOs, M&A
transactions for Scaleups, and
building a robust secondary
market

Exits remain a central bottleneck within the European
innovation ecosystem. Whether through initial public
offerings or mergers and acquisitions, exits fulfil a key
function by creating liquidity and thereby sustaining the
functioning of the broader capital market.

First, they enable capital returns to investors, which can
subsequently be reinvested in new start-ups and Scale-
ups or into investment funds.

Second, successful exits send a strong signal to the
market: they demonstrate the attractiveness of venture
and growth capital investments and thereby stimu-

late capital inflows at earlier financing stages. Exits are
therefore not merely individual success stories, but sys-
tem-relevant levers for the dynamism and sustainability
of the European innovation and capital market.

D) IPO weakness: fragmented
regulations and insufficient de-
mand

Anincreasing number of successful European Scale-
ups are opting for an initial public offering in the Unit-

ed States. On the New York Stock Exchange or the
technology-focused NASDAQ, they benefit from more
attractive framework conditions, higher valuations, and
significantly stronger investor demand. Examples such
as BioNTech, Spotify, or Klarna illustrate this trend.

In Europe, by contrast, regulatory requirements remain
fragmented, demand for technology IPOs is subdued,
and sufficient capital is lacking (McKinsey 2024). Be-
tween 2015 and 2023, a total of 531 technology IPOs took
place in Europe; however, the average market capital-
isation at listing was 11.6 times lower than in the United
States. This has resulted in a cumulative economic gap
of approximately USD 439 billion (Hello Tomorrow, 2025;
McKinsey, 2024). While listing on U.S. exchanges may
appear attractive for many companies in the short term,
in the long run it can create dependencies that may
lead to arelocation of technology, value creation, and
control.
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Policy Recommendations

1. Accelerating the Capital Markets Union
to enable attractive European deep-tech
IPOs

A functioning Capital Markets Union is essential to
facilitate access to private capital for European growth
companies and to strengthen international competi-
tiveness. At present, however, regulatory requirements
for IPOs differ significantly across Europe. Divergent
rules on disclosure obligations, free float requirements,
and price stabilisation make cross-border listings com-
plex, create planning uncertainty, and increase costs
for companies. A Europe-wide harmonisation of these
requirements would enhance transparency, simplify
procedures, and significantly accelerate access to
capital markets.

An important step in this direction is the EU Listing
Act, a legislative package within the framework of the
Capital Markets Union aimed at simplifying IPO and
capital-raising requirements. Among other measures,
it offers shorter and more standardised prospectuses,
adjusted disclosure obligations, and reduced admin-
istrative burdens under the Market Abuse Regulation
(MAR). Small and medium-sized enterprises as well as
Scaleups are intended to benefit in particular from sim-
plified procedures and lower costs. The objective is to
make IPOs in Europe more attractive, faster,and more
cost-efficient—and thereby channel capital to where it
is most needed for growth and innovation (KfW 2024).

A European technology segment with harmonised list-
ing standards and shared order books across leading
exchanges—such as Frankfurt, Paris, and Amsterdam—
could represent a decisive lever. Such a platform would
pool liquidity, increase the visibility of tech IPOs, and
bring the Capital Markets Union to life. In this way, Eu-
rope could mobilise the growth capital required for its
deep-tech and Scaleup companies and take a decisive
step toward a truly integrated European capital market.

2. Broadening the equity culture

A central structural weakness of the European capital
market lies in the low level of equity market partici-
pation among private households. While a significant
share of the population in the United States is invested
directly or indirectly through funds, pension systems,
and ETF savings plans, equity ownership remains
comparatively low in Europe. In Germany, for example,
fewer than 20% of citizens hold shares or equity funds
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(Deutsches Aktieninstitut 2024), compared with more
than 60% in the United States (Statista 2025). This
reluctance leads capital flows in Europe to concen-
trate more heavily on bank deposits and real estate,
while productive equity capital for companies remains
limited.

To address this over the long term, a targeted broad-
ening of the equity culture is required. A key lever lies
inintegrating equity and ETF-based savings into retire-
ment systems—for example through the introduction
of funded pension components modelled on Scan-
dinavian or Anglo-Saxon systems. Such approach-

es could strengthen private retirement provision,
increase return opportunities for citizens, and at the
same time create stable, long-term sources of capital
for the European corporate sector.

Conclusion:

For Europe to catch up in the area of technology IPOs,
coordinated action is required by European stock
exchange operators and regulatory authorities, to-
gether with the European Commission and national
governments. Policymakers should accelerate the
Capital Markets Union and establish harmonised listing
standards. Stock exchange operators must offer more
attractive conditions for technology companies. In-
stitutional and retail investors, in turn, should increase
their engagement with innovative enterprises. Only co-
ordinated action across all stakeholders will sustainably
strengthen the competitiveness of European capital
markets.

E) M&A gap: lack of European
acquirers

In addition to initial public offerings, mergers and
acquisitions (M&A) represent a key mechanism for en-
abling share disposals and thereby creating liquidity for
founders and investors. This liquidity is typically recy-
cled backinto the market and forms an important basis
for further investment activity. However, the European
market for strategic acquisitions is comparatively weak
on the buyer side. Large, well-capitalised companies
that deliberately pursue the acquisition of Scaleups to
expand technological capabilities or market share are
often lacking.

In contrast to the United States and China, Europe has
so far not pursued a coherent industrial policy strat-
egy aimed at building national or regional champions
through M&A. Moreover, European competition policy
applies particularly strict scrutiny to mergers and ac-



quisitions, and many corporations exhibit pronounced
risk aversion.

“Germany needs stronger exit mar-
kets to translate innovation into
growth. At present, we see hardly
any German buyers once enterprise
values exceed approximately EUR 20
million—reflecting a lack of industrial
depth and bold acquisition strategies.
If we succeed in activating more do-
mestic buyers through well-designed
incentives, we can retain capital,
expertise, and jobs in the country over
the long term.”

- Romy Schnelle
Managing Director,
High-Tech Grunderfonds (HTGF) -

Policy Recommendations
1. Tax incentives for M&A

To facilitate mergers and acquisitions, targeted tax
incentives for M&A transactions should be introduced.
This includes, in particular, the tax deductibility of
goodwill-that is, the premium paid in an acquisition
above the book value of tangible assets, for example
for brand recognition, customer relationships, techno-
logical capabilities, or team know-how. At present, this
intangible value is only partially tax-deductible in many
EU Member States.

In addition, preserving tax loss carryforwards following
a change in ownership, as well as allowing the deduct-
ibility of transaction and advisory costs, could help
reduce tax-related barriers.

Such a policy package would stimulate M&A activity in
the start-up and Scaleup segment, improve exit op-
tions, and thereby mobilise additional growth capital
for the European innovation market.

2. Industry consortia and
venture clienting Programmes

Industry consortia for Scaleup investments should be
specifically promoted in order to strategically bundle
technological capabilities and provide significant cap-
ital for growth. The example of the Al start-up Aleph
Alphaillustrates how joint investments by companies
such as SAP, Bosch, and the Schwarz Group can help
address the growth capital gap.

Growth Capital for Deep-Tech Scaleups

In addition, the expansion of venture clienting Pro-
grammes is of particular importance. Venture clienting
refers to established companies acting as early cus-
tomers for start-ups, testing and adopting innovative
solutions to gain competitive advantages and ac-
celerate innovation adoption. Venture clienting Pro-
grammes can serve as a long-term instrument to close
the M&A gap by systematically connecting companies
with start-ups and Scaleups and integrating them into
value chains at an early stage. This not only creates
proof of concept but also establishes a robust business
case for potential equity investments or acquisitions.

Conclusion::

To close the M&A gap, policymakers should introduce
targeted tax incentives to encourage investments

by leading industrial corporations in Scaleups. At the
same time, these corporations are called upon to en-
gage more actively in the growth phase of Scaleups—
both as acquirers, through the formation of industry
consortia for joint investments, and by contributing
their scaling expertise. In this way, capital, resources,
and know-how can be pooled to scale innovation and
secure value creation in Europe.

“For deep-tech Scaleups, collaboration
among multiple corporates in the form

of an investor consortium represents a
highly effective lever: innovations can

be scaled more rapidly, resources can

be deployed in a targeted manner, and
commercial opportunities can be joint-

ly leveraged. This reduces financial risk
while simultaneously enabling participat-
ing companies to secure access to new
technologies—and provides start-ups with
stronger market anchoring.”

- Deepa Gautam-Nigge
VP Corporate Development & Investments SAP SE -
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F) Secondary markets and
secondary funds as a liquidity
bridge

In addition to full exits through initial public offerings
or mergers and acquisitions (M&A), partial exits are
becoming increasingly important. They enable found-
ers and investors to obtain liquidity at an earlier stage
without fully relinquishing control of the company. This
reduces pressure for short-term exits and increases
entrepreneurial freedom in pursuing long-term com-
pany development. Secondary markets for fund inter-
ests likewise allow institutional investors to manage
their capital commitments more flexibly. This improves
liquidity planning and creates additional incentives to
engage more strongly in venture capital.

To facilitate such partial exits, well-functioning, pro-
fessional, and liquid secondary markets are required.
Liquidity released at an early stage can, in turn, be
reinvested into new start-ups and funds, thereby
strengthening capital circulation within the innovation
ecosystem.

Policy Recommendations

1. Strengthening the role of secondary
and later-stage investors

Institutional later-stage and secondary funds create
liquidity and continuity within the investment cycle
through large-scale secondary transactions and GP-
led solutions (general partner-led solutions). Struc-
tured secondary transactions increase predictability,
transparency, and professionalism, thereby strength-
ening the European growth financing market (Apollo
Global Management 2024).

In parallel, the establishment of an organised second-
ary market for VC LP fund interests is gaining impor-
tance in order to enhance liquidity and the attrac-
tiveness of the asset class for limited partners. In this
context, the creation of a marketplace for the trading
of LP interests in selected venture capital funds is be-
ing explored (KfW 2024). In addition, initiatives such as
Forge Europe—a cooperation between Forge and the
Deutsche Bérse—contribute to the professionalisation
and transparency of private capital markets through
digital trading platforms and liquidity Programmes for
pre-IPO shares (Forge 2024).
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2. Founder-buyback-models

Founder-buyback-models represent a complementary
option. In these structures, founders—potentially sup-
ported by long-term debt financing—repurchase com-
pany shares from existing investors. This strengthens
the founders’ long-term ownership position and helps
ensure that successful entrepreneurs become key
drivers of a new, technology-based Mittelstand. More-
over, this model allows for greater flexibility in owner-
ship structures and can foster both trust and continuity
within the company.

Conclusion:

To strengthen liquidity and capital circulation within
the innovation ecosystem, private specialised second-
ary and later-stage funds, as well as stock exchange
operators and digital trading platforms, should play a
leading role in expanding professional and liquid sec-
ondary markets. Policymakers should actively support
and incentivise these developments through targeted
regulatory frameworks and transparency require-
ments.

“In addition to traditional exit channels,
founder buybacks can represent an
attractive option to keep successful
companies in private ownership while
simultaneously unlocking growth cap-
ital-making an important contribution
to strengthening the European innova-
tion ecosystem.”

- Markus Schillo,
EIF Representative in Germany -



5.0 Outlook

The evaluation of the expert panel clearly indicates that
the European start-up and Scaleup ecosystem is at a
turning point. While early-stage financing has become
significantly more professionalised over recent years
and now functions largely reliably, a critical gap emerg-
es from the Series B stage onwards. Europe—and Ger-
many in particular—lacks effective lead investors, large
funds with internationally competitive scale, institu-
tional capital, and integrated capital markets. As a con-
sequence, German and European Scaleups frequently
seek financing abroad, leading to the long-term reloca-
tion of technologies, talent, and value creation to other
regions.

At the same time, the panel emphasises that a change
of course is possible. Europe can overcome its existing
deficits in growth financing if policymakers, investors,
and companies act in a coordinated and consistent
manner. What is required are European growth funds
with professional lead-investor capabilities, regulatory
and fiscal frameworks that mobilise institutional capital,
as well as transparent fund-of-funds structures and
the systematic development of the domestic investor
base.

For particularly capital-intensive sectors such as deep
tech and hardware, dedicated financing instruments
are necessary. These include complex project financ-
ing structures built on multiple pillars combining debt
and equity components, which go far beyond the tradi-
tional start-up venture capital model.

Finally, the exit landscape must be significant-

ly strengthened. This includes the harmonisation

of regulatory frameworks, an increased number of
strategic acquirers, and the promotion of a broader
equity culture. In addition, instruments such as anchor
customers, scaled venture clienting Programmes, and
professional secondary markets are required to attract
and retain capital, talent, and the next generation of
founders in Europe over the long term.

The following figure illustrates the key challenges as
interconnected building blocks of an overall system.
For the effective implementation of the proposed
measures, it is crucial that they are not addressed in
isolation but advanced within an integrated strategy, as
they are closely interdependent. For example, mobil-
ising additional institutional capital is a fundamental
prerequisite for enabling more growth funds and new
hybrid financing models—yet tangible success can only
be achieved if a functioning exit market is in place.

In the long term, growth financing for deep-tech
Scaleups must be embedded in economic value
creation and scaling. Only in this way can individual
measures have a sustainable impact and enable the
substantial and frequently emphasised deep-tech
potential to contribute to strengthening Germany’s and
Europe’s position as centers of economic activity and
innovation.

 §
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Inimplementation, the state should assume a more
active role—not as a substitute for private capital and
initiative, but as its anchor and accelerator. If Germa-
ny and Europe implement the necessary measures
decisively, a robust growth financing ecosystem can
emerge that mobilises capital, builds trust, retains
talent, and strengthens technological sovereignty. The
window of opportunity is narrow: those who act now
will lay the foundation for a new generation of Euro-
pean technology leaders. Those who hesitate risk the
lasting loss of innovation, value creation, and techno-
logical sovereignty.
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“Europe stands at a turning point in deep tech: the share of deep-tech
investments within'the European VC landscape has risen to around
44%, and Europe’s share of global deep-tech funding has nearly dou-
bled since2019. We must not miss this momentum. If we now succeed
in building more growth-stage VC funds with lead-investor capabili-
ties for deep-tech Scaleups and boldly activating institutional capital,
this could generate substantial value creation by 2030—this is about
the next wave of industrialisation. The firstlimited partners will secure
the most attractive positions in a market that is only now beginning to
produce global champions.”

- Michael Jobst
Principal Vsquared Ventures -

“We have all the prerequisites in Germany and
Europe to play a leading role in deep tech. What
start-ups and Scaleups are lacking is growth cap-
ital, particularly in the later stages of financing. In
this respect, we need to catch up with the United
States.

Specifically, this means that we require an integrat-
ed system consisting of growth funds with lead-in-
vestor capacity, institutional capital, hybrid financ-
ing models, and well-functioning exit and liquidity
markets. Only in this way can world-class research
be translated into global market leaders.”

- Michael Brigl
Head of Central Europe BCG -
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