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Future of U.S. Startups
2025-26

Investment
K Outlook

Predicting when startup investment and growth investment in startups will accelerate in the

U.S. market depends on economic, political, and market dynamics. Based on current trends,
recent data, and the context of Trump’s tariff war and Musk’s Department of Government
Efficiency (DOGE), here’s an analysis of when investment might pick up and growth

investment become more frequent, along with key factors influencing the timeline.

Current State of Startup Investment (April 2025)

Q1 2025 Surge: U.S. startups raised $91.5 billion in Q1 2025, a 116% year-over-year
increase, but deal counts dropped 25% to 3,003, indicating larger investments in fewer,
high-profile rounds (e.g., Al, hardware, and healthcare). This suggests selective investor

confidence despite economic headwinds.
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Economic Challenges: Trump’s tariff war, with 10-145% tariffs on imports, has raised costs
(e.g., $1,300-%$2,100 per household annually) and sparked global retaliation, increasing
recession risks (60% probability by year-end). These factors dampen venture capital (VC)

risk appetite, particularly for early-stage and growth-stage startups.

Conservative VC Trends: High interest rates and market volatility have made VCs cautious,
favoring established startups with proven traction. Early-stage funding remains stable, but
growth-stage funding dropped sharply in 2022-2023, with recovery slow due to lower exit

activity (86% decline in large exits in 2022).

Sector-Specific Growth: Al, fintech, and cleantech startups continue to attract significant
funding. Al startups raised $23 billion in 2023, with 214 unicorns globally, half from the U.S.
Fintech is projected to grow at an 11% CAGR through 2028, driven by a $4 trillion market.

Factors Influencing Startup Investment Pace

Resolution of Tariff War:

e Impact: Tariffs increase costs for startups reliant on global supply chains (e.g., hardware,
manufacturing), reducing profitability and investor confidence. Retaliatory tariffs from
China, the EU, and Canada further strain markets, potentially shrinking startup

valuations.

e Timeline: The 90-day tariff pause (ending July 2025) offers a negotiation window.
Successful trade deals with the EU, India, or Canada could stabilize markets, boosting
investor sentiment by Q3 2025. However, U.S.-China tensions, with 145% tariffs, may

persist, delaying recovery for affected sectors.

e QOutlook: If tariffs are scaled back or exemptions secured (e.g., USMCA compliance),

startup costs could stabilize, encouraging VC investment by late 2025 or early 2026.

Economic Stabilization:

¢ Inflation and Interest Rates: Inflation, exacerbated by tariffs, peaked at 9.1% in 2022 and

remains a concern. The Federal Reserve’s high interest rates reduce VC risk tolerance, as
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capital concentrates on safer bets. A cooling of inflation (projected mid-2025) and

potential rate cuts could loosen capital by Q4 2025.

e Recession Risks: A 60% recession probability by year-end 2025 could delay investment.
However, historical data shows startups thrive post-recession, as seen in the 2021 boom
(476,000 new startups). A mild or avoided recession could spark a funding rebound in

2026.
DOGE’s Influence:

e Deregulation and Cost Savings: DOGE, led by Musk and Ramaswamy, aims to cut $2
trillion in federal spending and reduce regulations, potentially lowering operational costs
for startups. If implemented effectively by mid-2026, this could attract more VC and angel

investment, especially in tech and manufacturing.

e Tariff Revenue: DOGE’s budget plans rely on $1.5-$2.1 trillion in tariff revenue over a
decade. If tariffs persist without derailing growth, this could fund pro-startup policies

(e.g., tax incentives), indirectly boosting investment by 2026.

e Musk’s Advocacy: Musk’s X platform amplifies pro-entrepreneur sentiment, potentially
driving angel and retail investment. His focus on Al and hardware aligns with current
funding trends, encouraging growth investment in these sectors sooner, possibly by late

2025.

Market and Investor Sentiment:

e Seed and Early-Stage Resilience: Early-stage funding grew 6% in Q1 2024 ($29.5 billion
globally), and seed rounds are expected to remain a “hot zone” with 50% higher entry
prices in 2025-2026. This suggests VCs are betting on future growth, setting the stage for

growth-stage investment as these startups mature.

e Exit Environment: Weak exit activity (47% decline in large exits in 2023) limits VC
liquidity, constraining growth-stage funding. Signs of exit recovery in Q1 2024 (e.g., IPOs,

acquisitions) could unlock capital for growth investment by mid-2026.

e Sector Trends: Al, fintech, and cleantech will likely see faster investment growth due to

high demand and innovation (e.g., Al market projected at $1.5 trillion by 2030). Hardware
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startups are also gaining traction, with investors seeking “growth stories” post-tariff

adjustments.
Policy and Entrepreneurship Surge:

e Business Formation Boom: The U.S. saw 430,000 monthly business applications in 2024,
50% higher than 2019, with 5.2 million “likely employer” applications from 2021-2023.
This entrepreneurial surge, supported by Biden-era policies (e.g., American Rescue Plan),

signals a robust startup pipeline, increasing investment opportunities.

e Potential Policy Shifts: Trump’s administration may expand tax breaks or SBA programs,
further incentivizing startup investment. DOGE’s regulatory cuts could streamline

compliance, making startups more attractive to investors by 2026.

Projected Timeline for Increased Investment

Short-Term (Q3-Q4 2025):

e Seed and Early-Stage: Investment in seed rounds will remain strong, driven by Al, fintech,
and hardware startups. VCs are expected to deploy $3 million seed checks at 50% higher

valuations, reflecting optimism in early-stage potential.

e Growth-Stage: Limited growth investment due to tariff uncertainty, high interest rates,
and weak exits. Al and cleantech may see selective growth rounds, but broad

acceleration is unlikely until trade stabilizes.
e Trigger: Successful tariff negotiations (e.g., EU, Canada) or inflation cooling could boost
confidence, with modest growth investment in high-potential sectors by Q4 2025.

Mid-Term (2026):

e Broad Investment Pickup: If tariffs are moderated and DOGE’s deregulation takes effect,
VC and angel investment will accelerate across stages. Growth-stage funding will rebound
as exits improve (e.qg., IPOs, acquisitions), with fintech ($700 billion market by 2030) and
Al leading.
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e Economic Recovery: A mild or avoided recession, combined with lower interest rates,
could mirror the 2021 startup boom, with 476,000+ new startups attracting $600 billion
globally. The U.S., with 63,703 startups in 2021, is poised to dominate.

e DOGE Impact: Regulatory relief and potential tax incentives could lower startup costs,

drawing growth investment in tech, manufacturing, and healthcare by mid-2026.

Long-Term (2027-2030):

e Sustained Growth: Markets like Al ($1.5 trillion), fintech ($700 billion), and cleantech
($7.6 billion in VC in Q3 2023) will drive frequent growth investment, with SaaS (65% of

new unicorns) and biotech ($3.8 trillion by 2023) also prominent.

e Ecosystem Maturity: The U.S.’s startup ecosystem (710.966 score in San Francisco) and
4,633 Al startups (2013-2022) ensure long-term investment growth, especially if global

trade stabilizes.

Key Sectors for Growth Investment

Al: 524 Al startups founded in 2022 alone, with $47 billion in non-governmental funding.

Growth investment will accelerate as valuations stabilize post-2025.

Fintech: 11,651 U.S. fintech startups in 2023, with a $4 trillion market growing at 11%

CAGR. Growth rounds will increase as digital payments and blockchain mature.

Cleantech: $7.6 billion in VC in Q3 2023, spurred by the Inflation Reduction Act. Growth

investment will rise with policy support and ESG demand.

Hardware: Tariff adjustments and domestic manufacturing focus make hardware startups

attractive, with investors seeking “growth stories” in 2025-2026.
Risks and Uncertainties

e Prolonged Tariff War: Escalation with China or failed negotiations could deepen recession

risks, delaying growth investment until 2027.

e DOGE Execution: If DOGE’s $2 trillion cuts or deregulation stall (e.g., due to

Congressional resistance), promised cost savings may not materialize, slowing
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investment.

e VC Conservatism: Persistent weak exits and high interest rates could keep VCs focused

on early-stage, delaying growth-stage funding beyond 2026.

What Can You Do? Actionable Options

Whether you're a founder, investor, or policymaker, here’s how to prepare for the coming

investment wave:

For Founders

e Focus on Traction: Investors love startups with proven revenue or user growth. Double

down on metrics to stand out in seed or growth rounds.

e Target Hot Sectors: Build in Al, fintech, cleantech, or hardware to tap into investor

enthusiasm.

e Monitor Tariffs: If your supply chain is global, explore USMCA-compliant sourcing to dodge

tariffs and boost investor confidence.

e Leverage X: Use Elon Musk’s X platform to network with angel investors and amplify your

startup’s story.

For Investors

e Bet on Seed: Early-stage deals offer high potential with lower risk in 2025. Look for Al or

fintech startups with strong teams.

e Watch Exits: Track IPO and acquisition trends in Q1-Q2 2025 to gauge when growth-stage

funding will unlock.

e Engage with DOGE: Advocate for startup-friendly policies (e.g., tax breaks) as DOGE rolls

out reforms.

For Policymakers

e Streamline Regulations: Support DOGE’s deregulation to lower startup compliance costs,

attracting more VC.
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¢ Incentivize Investment: Expand tax credits or SBA programs to fuel the 430,000 monthly

business applications.

e Resolve Trade: Prioritize tariff negotiations (e.g., EU, Canada) by July 2025 to stabilize

markets and boost investor sentiment.

Conclusion

Startup investment in the U.S. is poised to pick up pace in Q4 2025 to mid-2026, with seed
and early-stage funding leading due to resilient investor interest in Al, fintech, and hardware.
Growth investment will likely accelerate in 2026, driven by tariff resolutions, DOGE's
deregulation, and economic stabilization (e.g., lower interest rates, mild recession). Sectors
like Al, fintech, and cleantech will see frequent growth rounds, supported by a robust startup
ecosystem (430,000 monthly applications in 2024). However, prolonged trade tensions or a
severe recession could push significant growth investment to 2027. Monitoring tariff talks

(July 2025 deadline) and DOGE’s progress will be critical.

FAQ: U.S. Startup Investment Trends

When will startup investment in the U.S. grow again?

Startup investment is projected to accelerate by Q4 2025 to mid-2026, led by strong early-
stage funding in Al, fintech, and cleantech. Growth-stage investment will follow if tariffs are

resolved and economic stability returns.

What sectors are attracting the most VC funding in 2025?

Al, fintech, cleantech, and hardware are top-performing sectors. Al alone accounted for $23B

in 2023 investments, with continued growth expected.
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How do tariffs impact startup growth?

Tariffs increase operational costs and reduce valuations, especially for startups in
manufacturing and hardware. A resolution could stabilize the market and boost funding

confidence.

What role does DOGE play in startup investment?

DOGE's deregulation efforts and budget cuts could lower costs and attract more venture and

angel investment—particularly in tech and manufacturing—by mid-2026.

How do startup trends impact marketing agencies?

Rising investment increases demand for digital services like SEO, social media management,

and eCommerce optimization—essential for visibility, sales, and scale.

Accord Tech Solutions

Al-powered B2B growth agency. We turn SEO, email and lead generation into booked sales calls for

US B2B companies.

https://www.accordtechsolutions.com/contact-us - contact@accordtechbd.com - +1 307 370 1787
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