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Biotech Capital Funding for Al Startups: A 2025
Analysis of Investment Trends & Venture Capital
Activity

Executive Summary

The convergence of biotechnology and artificial intelligence (Al) has emerged as a major focus of innovation and
investment. Venture capital (VC) prior to 2025 has flowed significantly into startups leveraging Al for drug
discovery, diagnostics, and other life-science applications. Notably, VC funding to Al-related biotech and
healthcare startups peaked in 2021 (approximately $12.5 billion) and dipped sharply in 2023 ($4.8 billion)

before rebounding in 2024 ($6.7 billion) ( ) ( ). This cyclical trend
reflects broader market dynamics: biotech public markets declined in 2022-2023 ( ), but
biotech venture funding remained above pre-pandemic levels ( ). Overall biotech and health
VC also grew — U.S. healthcare startups raised $23 billion in 2024 (versus $20 billion in 2023), with nearly 30%
of that going to firms using Al ( ).

Several mega-round financing deals in 2024-2025 underscore investor enthusiasm. For example, Xaira
Therapeutics (an Al-driven drug discovery startup) closed over $1 billion in Series A funding (

), and Isomorphic Labs (Alphabet’s Al drug-exploration spinout) secured $600 million in
early 2025 ( ). Other notable rounds include Al-enabled diagnostic and
R&D companies raising tens to hundreds of millions (e.g., Abridge $150 M, EvolutionaryScale $142 M, Terray
$120 M) ( ) ( ). In parallel, new VC funds targeting this intersection
have emerged - for instance, Dimension Capital closed a $500 M life-science/Al fund in late 2024 (

).

Collectively, these data indicate that Al is a “transformative” technology in biotech rather than a fleeting
trend ( ) ( ). Investors focus primarily on platforms that can
accelerate drug discovery (using machine learning for target identification, molecular design, screening, etc.),
diagnostics, and clinical-trial support. Several global studies and industry reports document these shifts (Table
1). However, the landscape is nuanced: funding has concentrated in a few high-profile companies and platforms,
while many smaller ventures still face challenges of commercialization, regulatory approval, and data validation

( ) ( ).

Table 1 (below) summarizes key funding trends in Al-driven biotech from 2021 to 2024. The following report
provides a comprehensive analysis of this evolving sector. We review historical context, quantify the recent
market activity with data, examine different investor perspectives, highlight case studies of leading companies,
and discuss implications for the future of biotech and healthcare innovation. All claims are backed by the latest
available sources, including Crunchbase funding data, industry analyses, and academic reports.

Year VC Funding for Al-Biotech Startups (USD)" Notes and Sources

2021 $12.5 B ( ) Record year for general VC; peak for Al/biotech.

2022 >$15 B? (platform biotech) ( Estimate from McKinsey: platform biotechs (many Al-
) ( ) driven) raised >$15B in 2022. Exact total not reported.

2023 $4.8 B ( ) Sharp decline, reflecting biotech funding lull.

© 2025 IntuitionLabs.ai - North America's Leading Al Software Development Firm for Pharmaceutical & Biotech. All rights reserved. Page 2 of 18


https://intuitionlabs.ai/articles/nvidia-bionemo-drug-discovery
https://intuitionlabs.ai/articles/nvidia-bionemo-drug-discovery
https://news.crunchbase.com/ai/biotech-healthcare-startup-funding-rises/#:~:text=Venture%20funding%20to%20AI,early%20December%2C%20per%20Crunchbase%20data
https://news.crunchbase.com/ai/biotech-healthcare-startup-funding-rises/#:~:text=biotech%2Fhealthcare%2C%20both%202021%20and%202022,related%20biotech%2Fhealthcare%20related%20startups
https://intuitionlabs.ai/articles/ai-bubble-vs-dot-com-comparison
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=In%20recent%20years%2C%20biotech%20public,biotechs%20have%20initiated%20layoffs%20in
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=Amid%20a%20challenging%20public,year%2C%20with%20more%20than%20%2412
https://www.biopharmadive.com/news/healthcare-venture-captial-funding-ai-boost-2024-silicon-valley-bank/736902/#:~:text=,SVB%2C%20said%20in%20a%20statement
https://news.crunchbase.com/ai/healthcare-biotech-startups-venture-funding-2025-xaira/#:~:text=By%20far%20the%20largest%20funding,Partners%20and%20%207%20Foresite
https://news.crunchbase.com/ai/healthcare-biotech-startups-venture-funding-2025-xaira/#:~:text=By%20far%20the%20largest%20funding,Partners%20and%20%207%20Foresite
https://www.pharmaceutical-technology.com/analyst-comment/biopharma-venture-financing-q1-2025/#:~:text=The%20largest%20venture%20financing%20deal,technology%20in%20the%20pharmaceutical%20industry
https://news.crunchbase.com/ai/biotech-healthcare-startup-funding-rises/#:~:text=,Capital%20and%20%2018%20Nat
https://news.crunchbase.com/ai/biotech-healthcare-startup-funding-rises/#:~:text=,Capital%20and%20existing%20investor%20NVentures
https://techcrunch.com/2024/12/09/dimension-raises-500m-second-fund-for-investing-at-the-intersection-tech-and-life-sciences/#:~:text=Less%20than%20two%20years%20after,exceeding%20its%20%24400%20million%20target
https://techcrunch.com/2024/12/09/dimension-raises-500m-second-fund-for-investing-at-the-intersection-tech-and-life-sciences/#:~:text=Less%20than%20two%20years%20after,exceeding%20its%20%24400%20million%20target
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=Additionally%2C%20the%20boom%20of%20excitement,experience%20with%20virtual%20support%20services
https://www.biopharmadive.com/news/healthcare-venture-captial-funding-ai-boost-2024-silicon-valley-bank/736902/#:~:text=Meanwhile%2C%20AI%20has%20become%20a,trial%20design%2C%20according%20to%20SVB
https://intuitionlabs.ai/articles/rlhf-drug-discovery-architecture
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=Additionally%2C%20the%20boom%20of%20excitement,experience%20with%20virtual%20support%20services
https://www.biopharmadive.com/news/healthcare-venture-captial-funding-ai-boost-2024-silicon-valley-bank/736902/#:~:text=Meanwhile%2C%20AI%20has%20become%20a,trial%20design%2C%20according%20to%20SVB
https://news.crunchbase.com/ai/biotech-healthcare-startup-funding-rises/#:~:text=biotech%2Fhealthcare%2C%20both%202021%20and%202022,related%20biotech%2Fhealthcare%20related%20startups
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=secured%20a%20substantial%20%2415,appear%20to%20still%20be%20excited
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=secured%20a%20substantial%20%2415,appear%20to%20still%20be%20excited
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=With%20more%20than%20%2415%20billion,scale
https://news.crunchbase.com/ai/biotech-healthcare-startup-funding-rises/#:~:text=Venture%20funding%20to%20AI,early%20December%2C%20per%20Crunchbase%20data
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=ai-biotech-funding-a-2025-analysis-of-vc-investment-trends.pdf
https://intuitionlabs.ai/articles/ai-biotech-funding-trends?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=ai-biotech-funding-a-2025-analysis-of-vc-investment-trends.pdf
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=ai-biotech-funding-a-2025-analysis-of-vc-investment-trends.pdf

E IntuitionLabs  IntuitionLabs - Custom Al Software Development AI Biotech Funding: A 2025 AnalySiS Of VC Investment Trends

from the leading Al expert Adrien Laurent

Year VC Funding for Al-Biotech Startups (USD)’ Notes and Sources
2024 $6.7 B (through Dec) (" news.crunchbase.com)  Partial recovery; includes multiple $100M+ deals.
Total
~$39 B+ Include totals above; see sources.
2021-2024

*"Al-Biotech” here refers to startups at the intersection of biotechnology and Al (drug discovery platforms,

-
8] hews.crunchbase.com) *

diagnostic Al, etc.) as categorized by industry reports (') news.crunchbase.com) (
2\McKinsey data classify “platform biotech” (many Al-intensive) in 2022 with >$15 B of VC (I'°/

www.mckinsey.com) (I"* www.mckinsey.com).

Introduction and Context

Biotechnology - traditionally the development of novel drugs, diagnostics, and biologics - is undergoing a
paradigm shift due to advances in computation. Modern Al (artificial intelligence) and machine learning (ML)
enable the analysis of vast biomedical datasets (genomics, proteomics, medical imaging, electronic health
records) and the design of molecules in silico. These capabilities promise to accelerate the notoriously long (10—
15 year) and costly drug development process (techno.mercusuar.web.id). In practice, Al can rapidly screen and
predict the properties of thousands to billions of candidate compounds against disease targets, reducing early-
stage costs and time (techno.mercusuar.web.id). Al is likewise used in precision medicine (analyzing genomic
data for personalized therapies) and in automating diagnostic imaging (e.g. </current_article_content>Al-

U www.mekinsey.com). The investment thesis is that

assisted radiology, pathology) (techno.mercusuar.web.id) (
these Al-driven approaches can tackle two of biotech’s biggest problems — high R&D failure rates and long
development times — by enabling more efficient target identification, optimized trial designs, and even novel
therapeutic modalities (such as generative chemistry and computationally designed proteins)

(techno.mercusuarweb.id) (""" www.mckinsey.com).

This synergy has attracted significant venture capital interest in the 2020s. Veteran life-science VC firms and
new fund managers alike are raising dedicated biotech/Al funds and backing hybrid startups. For example,
Dimension Capital launched in 2022 specifically to invest at the nexus of Al and drug discovery (\'°!
techcrunch.com). Large tech companies have also entered the space: Amazon (via AWS) backed protein-design
startup EvolutionaryScale, and Nvidia's VC arm (NVentures) co-led funding for multiple Al-biotech firms (/"¢
news.crunchbase.com) (°) news.crunchbase.com). Even Big Pharma is participating, increasing venture deals and
strategic partnerships in biotech — see the later section on corporate investing.

To frame this discussion, it is useful to consider historical funding patterns in biotech VC. In the late 2010s
through early 2020s, biotech enjoyed a capital boom: 2021 was a record year, with more than $35-44 billion in
biotech venture funding globally (*°! www.mckinsey.com) (") www.biospace.com). However, by 2022-2023 public
biotech markets and IPOs cooled significantly (e.g. only 30 U.S. biotech IPOs in first 3 quarters of 2023 vs 114 in
2021 ([31 www.mckinsey.com)). Total VC funding also declined from the 2021 highs, though it remained above
pre-pandemic levels. McKinsey reports that biopharma startups raised >$22 B in 2022 and over $12 B in the
first three quarters of 2023 (! www.mckinsey.com), despite fewer rounds. Within this complicated backdrop,
funding dedicated to Al-augmented biotech exhibited its own cycle: high in 2021, dropping by 2023 (likely
influenced by macroheadwinds), and rebounding in 2024 as Al hype surged globally ("' news.crunchbase.com)

([21 news.crunchbase.com).

In this report, we systematically analyze the 2025 investment landscape at the intersection of Al and biotech.
We draw on VC databases (e.g. Crunchbase, PitchBook) and industry reports (SVB, McKinsey, GlobalData) to
quantify deal flows and funding volumes. We segment the space by technology area (drug discovery vs
diagnostics vs clinical tools), funding stage, and geography. We include case studies of exemplar startups and
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funds. Throughout, all figures and claims are supported by credible sources. By synthesizing multiple data
sources and viewpoints, our goal is to present a holistic view of how biotech capital is fueling (and being re-
shaped by) Al-driven innovation up to late 2025.

Data and Funding Trends

Overall Investment Volumes

Venture funding data for 2021-2025 highlight an ebb and flow in the Al-biotech niche (Table 1). According to
Crunchbase analytics, startups applying Al to biotechnology or healthcare raised about $12.5 B globally in 2021
("?! hews.crunchbase.com). This level sharply decreased in 2023 ($4.8 B), likely reflecting the broader VC
slowdown that year (I") news.crunchbase.com). However, funding rebounded in 2024, with approximately $6.7 B
raised through December (! news.crunchbase.com). To put these numbers in context: 2021 was itself an all-time
high for VC overall (%! news.crunchbase.com), and while 2024 still fell below that peak, the uptick from 2023
indicates renewed investor confidence.

Other sources corroborate this pattern. A Crunchbase analysis notes that “both 2021 and 2022 were strong
funding years” for Al/biotech despite 2024's rebound being below 2021's level ("?) news.crunchbase.com). Silicon
Valley Bank (SVB) quantified the longer trend: U.S. healthcare venture funding reached $23 B in 2024 vs $20 B
in 2023, and nearly 30% of 2024's funding went to Al-enabled companies ('°! www.biopharmadive.com). In
absolute terms, SVB reports $5.6 B invested in Al-backed healthcare firms in 2024 (almost triple 2023's figure)
(""" www.biopharmadive.com). Overall, biopharma-related startups (drugs, diagnostics, devices) raised $24.2 B
across 568 deals in 2024, compared to $10.1 B across 645 deals in 2023 (!'®) www.biopharmadive.com). (Notably,
health-tech without biotech trends fell, but Al-driven biotech saw significant growth.)

Global fund flows likewise show vigor. Reuters reported that Q3 2025 saw $97 B in global VC (up 38% year-
over-year) with nearly half going to Al companies (I'° www.reuters.com). Even outside core Al startups, the
adjacent healthcare and biotech category drew $15.8 B in that quarter ('*°! www.reuters.com) — evidence that
life-science investing remains a major VC segment. (In Q3 2025, U.S. startups dominated funding with $60 B
(" www.reuters.com), reflecting Silicon Valley’s central role in this domain.)

Overall, the data indicate that while the macro venture cycle is volatile, the Al-biotech vertical has secured a
substantial and growing portion of capital. By mid-2025, industry observers noted a surge of mega-rounds
(companies raising $100 M+) in Al and healthcare (/%% news.crunchbase.com) (2! www.biospace.com). In fact,
JPMorgan analysts characterized 2024 as “strong” for biopharma VC demand: $26 B invested over 416 rounds
(up from $23.3 B/462 rounds in 2023) (I"") www.biospace.com). In Q3 2025 we see hundreds of millions flowing
into this space every week, suggesting that 2025 could surpass 2024 if trends persist.

Sector and Technology Focus

Investment has not been uniform across all biotech areas. The largest chunk of Al-biotech funding goes to A/-
powered drug discovery and development. This includes startups using machine learning to propose novel
molecules, predict protein structures, or simulate biology. Indeed, McKinsey and industry commentaries
highlight generative chemistry, computational screening, and protein modeling as high-priority R&D themes
(techno.mercusuar.web.id) (Hﬂ www.mckinsey.com). For example, breakthroughs like DeepMind'’s AlphaFold
(predicting protein 3D structure) and the modernization of laboratory robots have set the stage for companies
to leverage Al in creating “digital twins” of experiments (**! www.fda.gov) (") www.mckinsey.com).

As a reflection of this, some of the biggest funding rounds involve drug-design platforms. Xaira Therapeutics (Al

drug design) raised $1 B in 2024 (/%! news.crunchbase.com). Formation Bio (Al for biologics) raised $372 M (\*°!
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news.crunchbase.com). Terray Therapeutics (Al for small-molecule drugs) closed $120 M (/%!
news.crunchbase.com). These examples illustrate the investor focus: companies that aim to speed up molecule
discovery often command the most capital.

The second major cluster is Al in diagnostics and imaging. Al/ML can automate analysis of medical images
(radiology scans, pathology slides) and even derive predictive biomarkers from trends across data. A notable
recent deal in this space: Lunit (an Al medical imaging startup) has raised large rounds in previous years (not
detailed here), and Abridge (an Al-powered clinical documentation tool) raised $150 M (-*°
news.crunchbase.com). While not as large as the very biggest drug-discovery rounds, imaging/diagnostics Al

startups see healthy funding, reflecting demand for efficiency in healthcare delivery.

A third area is Al-enabled clinical trial and regulatory processes. Startups are using data analytics to
optimize patient selection, dosing, and trial design. These tend to be later-stage companies that partner with
pharmaceutical firms. Investment in “platform” companies (which might include clinical trial platforms)
accounted for a majority of biotech VC (over two-thirds in 2021 ("'*! www.mckinsey.com)). While platform-specific
VC data is aggregated, we note that SVB and GlobalData highlight biotech Al companies helping in “inform [ing]
clinical trial design” as driving investment (\'?] www.biopharmadive.com).

Other niches also attract Al funds: synthetic biology and gene therapy platforms lever Al for designing cells or
editing genomes (e.g. Al models to predict guide RNA efficiency). Tissue engineering and regenerative medicine
companies (some using Al for cell culture optimization) have also pulled VC (“‘” www.mckinsey.com). The fast-
growing segment of digital health (like apps or wearables for patient monitoring) overlaps somewhat with
biotech; some Al startups here (e.g. diagnostics or telehealth with Al triage) have received funding, though this
report focuses mainly on biotech/therapeutics.

In short, investors have funneled capital into BIOTECH areas where Al provides the “clearest, most immediate,
and most scalable advantage” (techno.mercusuar.web.id). Drug-discovery platforms are at the forefront,
followed by diagnostic Al and operational/clinical support tools. These align with industry surveys showing that
healthcare professionals view Al as a top-impact technology for discovering drugs and analyzing patient data

("2 www.biopharmadive.com).

Regional and Stage Breakdown

Most Al-biotech investment remains concentrated in the United States. EY's data show the U.S. accounted for
~97% of global generative Al VC deal value in early 2025 (?”! www.itpro.com). Crunchbase data likewise point to
the U.S. as the leaders in large rounds (e.g. Xaira, EvolutionaryScale, Abridge, Terray all U.S.-based (\*¢
news.crunchbase.com) (29! news.crunchbase.com)). However, Europe has been growing its share. European
biotech (broadly) pulled in $6 B in venture funding in 2024 (19% of the $31.3 B global total) ("
www.biocentury.com), and "big pharma” European firms like Novartis and AstraZeneca actively invested in EU
startups (sifted.eu). Asia (China, etc.) lags in 2024 (approximately $2.5 B in APAC biotech (*°"
www.biocentury.com)), partly due to China's biotech slowdown. Nonetheless, some Chinese Al biotech (e.g.
Alibaba's drugs arm, SenseTime's health initiatives) remain active, though outside the highest VC rounds seen in

the West.

By stage, funding is clustering at later stages. A clear trend in global venture is that mega-rounds dominate the
surge (1°?) news.crunchbase.com) (22! www.biospace.com). In Q3 and Q4 2024, dozens of companies raised
rounds of $50-400 M. For instance, Kailera Therapeutics (US oncology biotech) raised $400 M in Series A (°°
www.biospace.com); Seaport Therapeutics (US) $225 M; Metsera Therapeutics $215 M (°°) www.biospace.com).
On average, deal sizes have grown: Biotech VC in 2024 had ~$12 M higher median rounds than prior year (*°!
www.biospace.com). Early-stage funding (seed/Series A) is still present (notable seed rounds in 2024-2025
(134J

include several $10-50 M bets like EvolutionaryScale's $142 M seed news.crunchbase.com)), but the largest

allocations are for companies with either lead clinical assets or capital-intensive platforms.
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Investor appetite is also stage-dependent. Many funds now prefer backing startups that have validated Al
approaches or that are nearing human trials, rather than speculative early Al ideas. McKinsey notes that in 2024,
VC shifted towards companies with assets in the clinic while funding for preclinical/platform startups shrank (**°'
www.biospace.com). This suggests caution: investors want evidence of technical feasibility or market traction
before deploying very large sums. At the same time, the data show that if a startup does clear those hurdles, the
rewards are high — as seen by numerous $100M+ “Series A" rounds in 2024 (e.g. Xaira's $1B, Abridge’s $150M

Series C, Terray’'s $120M Series B).

Funding Sources and Investor Profiles

The capital fueling Al-biotech startups comes from a blend of sources. Traditional venture capital firms remain
primary. Top-tier life-science VCs (Arch Venture Partners, Flagship Pioneering, Third Rock Ventures, Lux Capital,

%81 hews.crunchbase.com) (°7) techcrunch.com). For example, Arch

etc.) have been active in Al-biotech deals (!
and Foresite co-led Xaira's $1B raise (/°/ news.crunchbase.com); Andreessen Horowitz led $372M into Formation
Bio (\*°! news.crunchbase.com); Lightspeed and Redpoint co-led Abridge’s $150M (1?®) news.crunchbase.com).
These established funds often syndicate with new Al-specialist investors. In parallel, a wave of "biotech x tech”
specialist funds has formed. Dimension Capital (founded 2022) focuses exclusively on Al-driven life sciences
("% techcrunch.com). Other examples include Lux Capital's healthcare/Al bets, and new firms like Celesta Capital
(though some outside our cited sources). The unit economics of these funds often require portfolio companies
to combine computational talent with bench scientists — an approach dimension explicitly demands (=8

bestofai.com).
Corporate and strategic investors also play a key role:

e Tech company VCs: Nvidia’s NVentures, Intel Capital, and tech giants (Amazon's AlexaGen or AWS fund) are participating.

NVentures co-led Terray's $120M ([9] news.crunchbase.com) and backed Lila Sciences ([39] www.reuters.com). AWS

participated in EvolutionaryScale’'s $142M round ([34J news.crunchbase.com). SoftBank (a tech fund but broadly) has even

[40]

considered astronomical bets (e.g. rumored $40B into OpenAl ( www.reuters.com), illustrating how massive Al funding

pools have grown).

e Pharma/CVC: The big pharmaceutical companies have increased their venture activity, especially in Europe (sifted.eu).
Merck, Novartis, AstraZeneca, J&J, Amgen, AbbVie, Pfizer and others have active venture arms making multiple deals
annually (sifted.eu). These corporate VCs often invest in startups that align with their pipelines (e.g. oncology, immunology,
Al tools) or potentially partner with them. Examples: In late 2023 Bayer and Recursion announced a research collaboration
using Recursion’s Al drug-discovery platform ([4” ir.recursion.com) (though the dollar amounts were undisclosed). Such
corporate funding is sometimes not captured as pure “venture funding” but it underwrites startup R&D.

e Government and Foundations: Public funding agencies and foundations have also pivoted to Al-plus-bio. NIH and NSF
have launched grant programs for Al in health (e.g. NIH's “digital twin" pilots (/%% datascience.nih.gov), NSF's Al for
biomedical innovation grants). While these are smaller dollar-wise than VC, they indicate policy recognition. We note for
context: in 2024 the U.S. NIH decreased overall funding (causing concern in the industry (MgJ www.washingtonpost.com)),

[44]

but also published an FDA draft guidance on Al in drug development in Jan 2025 ( www.fda.gov), signaling regulatory

advance.

e Angel Networks and Accelerators: Early-stage angels and incubators (often affiliated with universities or hospitals) seed
many Al-biotech ideas. Platforms like IndieBio, Avalon Ventures, or enterprise accelerators have nurtured companies like
AllAdapt (Al for gut health) or Healx (Al drug discovery for rare diseases) [*], which in turn raised VC rounds. However,
detailed data on angel funding is sparse in the sources here. We do note that micro-VCs have grown cautious as of 2023-

2024 due to tougher markets, focusing on core technical diligence ([45] techcrunch.com).

In summary, the investor base for Al-biotech is broadening and deepening. While life-science VCs remain
anchors, newer funds dedicated to Al in biotech are fast emerging. A distinguishing trend is the insistence (by
funds like Dimension) that a biotech startup have significant Al/computational expertise on the founding team
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(1°®) bestofai.com). This reflects a belief that meaningful breakthroughs require tight integration of biology and
machine learning skills.

Key Sectors and Examples

We now examine some specific segments within Al-biotech, illustrating where capital has flowed and why.

Al-Powered Drug Discovery Platforms

This is the largest category by both deal size and investor attention. Companies in this space use Al/ML to
design or identify novel therapeutic molecules. Approaches include:

e Generative Chemistry: Using neural nets (GANs, variational autoencoders, or reinforcement learning) to generate novel
small molecules or biologics with desired properties. Example: Atomwise (using deep learning for molecule generation) was

([46]

an early leader. In 2024 Atomwise raised a $125M Series C www.clay.com) (closing in Feb 2025), signaling continued

interest. Example: Insitro (now a publicly-traded company) raised large VC as well, though not detailed here. The $1B in

[6]

Xaira's Series A (‘7' news.crunchbase.com) directly funded its proprietary generative chemistry pipeline.

e Biophysics and Structure Prediction: Companies applying Al (like AlphaFold-style models) to predict protein structures or
dynamics, enabling rational drug design. Example: Isomorphic Labs by Alphabet (Google's spin-off from DeepMind)

epitomizes this: it raised $600M in Q1 2025 (l7J www.pharmaceutical-technology.com) to build “Al Science Factories”. Its
approach uses specialized Al models feeding into automated lab robotics to accelerate discovery, a multi-disciplinary
platform. This is the largest single biotech funding round cited here.

e Mechanistic ML for Targets: Some startups focus on disease modeling rather than molecule generation. For instance, a
company might use ML on genomics and patient data to identify new drug targets, then hand off to pharma. Example:
University spin-offs like Euretos, which spun out Endeavor BioSystem, raised moderate funding to do systems-biology Al
(not listed in our main sources but indicative).

Large funding rounds in these areas underscore the high capital intensity: specialized computing hardware
(GPUs/TPUs), large datasets, and sometimes physical lab operations. Out of the companies mentioned, Chai
Discovery (Al-designed biologics), Enveda Biosciences (Al for small molecules), and EvolutionaryScale (Al-
designed proteins) were all selected as portfolio mentions by Dimension and appear to be targets of corporate

backers (:°7! techcrunch.com).

The rationale for such heavy investment is that any successful platform could dramatically shorten the path to
first-in-man trials. As one biotech VC commented, incremental Al is insufficient; investors heed what exactly the
Al is modeling and how it fits into therapeutic development (/! techcrunch.com). Thus, companies must show
not just flashy algorithms but real endpoints (novel molecules, preclinical success). We will revisit some specific
companies in the case studies section.

Al in Diagnostics and Healthcare IT

Beyond molecules, Al is unlocking improvements in diagnostics and patient care. Startups in this category often
employ deep learning on medical images (X-rays, MRI, pathology slides) or on genomic/clinical data to detect
disease. The intent is faster, more accurate diagnosis or personalized monitoring.

Although not always labeled "biotech”, these firms are closely related to healthcare investment. Notable
examples with significant funding include Lunit (Al for pathology imaging, multiple rounds in 2021-2022) and
Paige.ai (pathology, acquired by Roche in 2022). In 2024, Abridge (Al that converts doctor-patient
conversations to medical notes) raised $150M (1?°! news.crunchbase.com), signaling interest in clinical workflow
Al rather than molecular R&D. Another example is Caption Health (Al-guided ultrasound) and Viz.ai (stroke
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detection Al), both of which have previously raised >$100M total. These companies leverage Al to improve
existing practices.

Healthcare Dive reports that nearly 30% of healthcare VC in 2024 went to Al-driven companies (\°/
www.biopharmadive.com), which includes many diagnostics and digital health firms (though the cited stat
encompasses broad categories). Within biotech specifically, Al imaging may be less of the funding pie than drug
discovery but still represents a growth area. Importantly, these companies often face different challenges (e.g.
FDA approval of Al-based diagnostic devices) than therapeutics, which will be discussed later.

Al for Clinical Trials and Operations

A smaller but growing set of startups focus on optimizing clinical trials, patient recruitment, and regulatory
submission via Al. By using ML on electronic health records and historical trial data, these platforms aim to
match the right patients to trials or predict safety outcomes. While VC funding in this niche is more modest than
in drug discovery, companies like H1 (Aalto Bio), Clinerion, and Antidote (clinical trial marketplaces using data
intelligence) have attracted multi-million dollar rounds. Abridge and Notable Health (Al for medical
documentation and workflow) also fall here.

Such companies saw interest because reducing trial failures is a big pain point for pharma. An FDA report
(January 2025) acknowledges this trend: it proposed a framework to validate Al models used in drug

submissions, which would include Al tools improving data quality or trial predictions (:**!

www.fda.gov). Thus,
while not the headline grabbers of $100M rounds, Al clinical trial platforms are an integral part of the ecosystem
(and sometimes receive corporate partnerships with pharma). GlobalData's Q1 2025 analysis underscored the
largest Q1 deal was Isomorphic Labs at $600M (1) www.pharmaceutical-technology.com), but it also noted Al's
top influence is in drug discovery — implying clinical trial Al is a secondary driver (/) www.pharmaceutical-

technology.com).

Case Studies of Notable Companies

To illuminate these trends, we highlight several representative Al-biotech startups that secured major funding or
made headlines in 2024-2025. These case studies exemplify investor appetite and technological ambition.

e Xaira Therapeutics (USA) - Generative Biology Platform. In April 2024 Xaira emerged from stealth with a blockbuster (> $1

B) Series A round led by Arch Venture Partners and Foresite Capital ([6] news.crunchbase.com). Its website describes
using an Al platform to “designed entirely novel drugs” by integrating computational biology and robotics. The size of this
early round rivals the largest ever for a biotech (especially a preclinical one). Xaira’'s founding team includes leaders from
Stanford and deep learning labs, illustrating the trend of PhD/CS experts starting biotech firms. As one investor quoted,
Xaira's ambition was to become a “foundry” for new therapeutics. The company’s funding demonstrates: when VCs have
extreme conviction in a platform, they will allocate unprecedented amounts early.

e Isomorphic Labs (UK/USA) - Digital Biology Labs (DeepMind spinout). Founded by Google/DeepMind scientists,

Isomorphic Labs closed $600 M in seed funding in Q1 2025 ([7] www.pharmaceutical-technology.com). Backers included
Alphabet (Google) and external investors. Its mission: build “Al Science Factories” — fully automated labs guided by Al for

continual drug discovery ([48] www.reuters.com). Isomorphic's approach emphasizes generating original experimental data
to feed its models (rather than relying only on literature/ML). The scale of this investment (and its corporate backing)
highlights Big Tech's strategic play in biotech. Isomorphic’s valuation ($1.3B) and mission underscore investor belief in a
([48]

future where Al-designed experiments can iterate much faster than conventional R&D www.reuters.com).

© 2025 IntuitionLabs.ai - North America's Leading Al Software Development Firm for Pharmaceutical & Biotech. All rights reserved. Page 8 of 18


https://www.biopharmadive.com/news/healthcare-venture-captial-funding-ai-boost-2024-silicon-valley-bank/736902/#:~:text=,SVB%2C%20said%20in%20a%20statement
https://www.biopharmadive.com/news/healthcare-venture-captial-funding-ai-boost-2024-silicon-valley-bank/736902/#:~:text=,SVB%2C%20said%20in%20a%20statement
https://www.fda.gov/news-events/press-announcements/fda-proposes-framework-advance-credibility-ai-models-used-drug-and-biological-product-submissions#:~:text=Today%2C%20the%20U,of%20drug%20and%20biological%20products
https://www.pharmaceutical-technology.com/analyst-comment/biopharma-venture-financing-q1-2025/#:~:text=The%20largest%20venture%20financing%20deal,technology%20in%20the%20pharmaceutical%20industry
https://www.pharmaceutical-technology.com/analyst-comment/biopharma-venture-financing-q1-2025/#:~:text=The%20largest%20venture%20financing%20deal,technology%20in%20the%20pharmaceutical%20industry
https://www.pharmaceutical-technology.com/analyst-comment/biopharma-venture-financing-q1-2025/#:~:text=The%20largest%20venture%20financing%20deal,technology%20in%20the%20pharmaceutical%20industry
https://news.crunchbase.com/ai/healthcare-biotech-startups-venture-funding-2025-xaira/#:~:text=By%20far%20the%20largest%20funding,Partners%20and%20%207%20Foresite
https://www.pharmaceutical-technology.com/analyst-comment/biopharma-venture-financing-q1-2025/#:~:text=The%20largest%20venture%20financing%20deal,technology%20in%20the%20pharmaceutical%20industry
https://www.reuters.com/business/ai-lab-lila-sciences-tops-13-billion-valuation-with-new-nvidia-backing-2025-10-14/#:~:text=AI%20startup%20Lila%20Sciences%20has,AI%20models%20with%20automated%20laboratories
https://www.reuters.com/business/ai-lab-lila-sciences-tops-13-billion-valuation-with-new-nvidia-backing-2025-10-14/#:~:text=AI%20startup%20Lila%20Sciences%20has,AI%20models%20with%20automated%20laboratories
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=ai-biotech-funding-a-2025-analysis-of-vc-investment-trends.pdf
https://intuitionlabs.ai/articles/ai-biotech-funding-trends?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=ai-biotech-funding-a-2025-analysis-of-vc-investment-trends.pdf
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=ai-biotech-funding-a-2025-analysis-of-vc-investment-trends.pdf

E IntuitionLabs  IntuitionLabs - Custom Al Software Development AI Biotech Funding: A 2025 AnalySiS Of VC Investment Trends

from the leading Al expert Adrien Laurent

e EvolutionaryScale (USA) — A/-Designed Proteins. A San Francisco startup co-founded by Stanford Al lab alumni, it focuses
on designing novel proteins with machine learning. In June 2024, EvolutionaryScale announced a $142 M seed round (an
exceptionally large seed) led by Lux Capital, Daniel Gross, and Nat Friedman (“6] news.crunchbase.com). AWS and
NVentures also participated, indicating tech interest. The company develops a large language model trained on protein

sequences to generate therapeutic proteins. Its success in fundraising shows investor confidence in general-purpose Al
models applied to biology (akin to GPT, but for proteins) as a new drug modality.

e Abridge (USA) - Clinical Documentation Al. Abridge provides a conversational Al that transcribes and summarizes medical
visits for doctors. Although not a drug-discovery firm, it exemplifies funding for “Al in healthcare” outside strict biotech.
Abridge raised a $150 M Series C in Feb 2024 led by Lightspeed and Redpoint Ventures ([26] news.crunchbase.com). The
round gave it a nearly $850 M valuation. This ride shows that broad health-tech Al companies (like medical transcription,
electronic records optimization) can also draw large VC rounds, albeit typically smaller than drug firms. Abridge's story
illustrates the diversity of Al in health receiving capital.

e Terray Therapeutics (USA) - Al-Driven Small Molecule Drug Discovery. Terray, founded by Stripe co-founder Patrick
Collison and biotech veterans, has an Al-first approach to small-molecule drug discovery. In October 2025 it raised $120 M

Series B (new investor Bedford Ridge led, with Nvidia's NVenture again participating) (\°/ news.crunchbase.com). Earlier,
Terray had raised $75 M in 2023. Terray's strategy is similar to Xaira's: use ML to explore chemical space faster. A small-
molecule focus is notable since many recent Al biotech startups focus on proteins or cell therapies; Terray shows VCs still
back traditional pharmacology enhanced by Al. It reflects working through Series B, bridging the “preclinical to clinic”
funding gap.

e Lila Sciences (USA) - ‘Scientific Superintelligence’ Platform. While not exclusively a drug developer, Lila operates Al-driven
lab instrumentation (robotic “Al science factories”). On Oct 14, 2025, Lila announced a $115 M extension to its Series A,

bringing total Series A to $350 M and company valuation to $1.3 B ([48] www.reuters.com). Nvidia's venture arm led the
extension, highlighting chipmaker interest in where all that Al computation is applied. Lila’'s CEO Geoffrey von Maltzahn
(Flagship veteran) describes it as a new form of scientific method, generating proprietary discoveries via Al/robot labs ([491
www.reuters.com). The round underscores broadening scope: beyond drugs, Al platforms that accelerate any scientific
discovery (including materials, energy, etc.) can attract “"biotech” style funding in crossover deals.

These examples, drawn from 2024-2025, illustrate the breadth of Al-biotech ventures commanding capital.
They range from preclinical “platform” companies (Xaira, EvolutionaryScale, Formation) to translational-stage
drug developers (Terray), to supporting tools (Abridge), to infrastructure providers (Lila). All share reliance on
machine learning as a core technology. Collectively, they convey that VCs are not merely speculating on Al hype
but are placing large bets on concrete companies and personnel.

Investment Channels and Mechanisms

Biotech startups raise capital through familiar VC mechanisms (seed/Series/late rounds), but the Al component
also invites new funding models:

e Dedicated Al-Bio VC Funds. New venture firms have emerged with names reflecting the sector (e.g. Voss Scientific,
Biomatter Ventures). They typically partner with institutions like hospitals or biotech incubators. Dimension Capital is the

most prominent example of a mega-fund raised specifically for Al-driven life sciences (”O] techcrunch.com). Other funds
like GV (Google Ventures) and Lux (trad biotech) have increased their Al hiring and deal teams. At conferences in 2024-25,
many panels addressed “"How to evaluate Al in biotech” - indicating specialized diligence processes.

e Corporate Partnerships and Licensing Deals. Beyond equity, many Al-biotech insights are monetized via pharma
partnerships. Large drug companies increasingly license Al biotech assets or invest in co-development. For instance, Roche
has co-developed Al biomarkers with startups like Owkin (though timeline varies). Big Tech companies are also partnering: a
notable partnership (not explicitly sourced here) is NVIDIA teaming with biotech firms to offer GPU-cloud solutions for Al in
biology. Such collaborations often accompany or follow funding rounds, adding strategic value beyond capital.
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e Accelerators and Grants. Al-biotech startups often benefit from accelerators (biotech incubators, digital health hubs). For
example, IndieBio (a life-science accelerator) supported companies like AllAdapt and those now in Phase I. Public grants
(e.g. SBIR by NIH) are increasingly offered to Al-heavy biotech proposals. These sources usually provide smaller check sizes
but are crucial for proof-of-concept, especially in academia-spinouts. (We note that NIH funding has tightened overall, but
some targeted Al-health programs exist.)

e Stock and Secondary Markets. Some Al-biotech companies pursue SPAC or IPO exits (e.g. Recursion, Viela Bio). High-
profile IPOs in 2021/2022 set early valuations. In 2025, few U.S. biotech IPOs have occurred due to market conditions, but
companies may consider M&A. Private secondary transactions have been sizable: for instance, insiders may sell shares of
late-stage startups to strategic investors or family offices, affecting valuations. While our focus is venture rounds, it's worth
noting many backed companies continue fundraising in the private market (e.g. Lila's extension).

Analysis and Implications

Investor Perspectives

Given the scale of capital inflow, what are investors saying? Analysis from TechCrunch (Dec 2022) already
observed that “Al is everywhere” in biotech pitches, but investors discriminate between real Al innovation and
buzz (1°°) techerunch.com) (F°" techerunch.com). One GP noted that most biotech startups do use Al in some
form nowadays ('°%! techcrunch.com). However, savvy VCs insist that Al must solve a genuine problem, not just
be a marketing label (/! techcrunch.com). Questions arise: How much of the process can truly be automated?
Can small startups generate the proprietary data needed for Al training? These were the kinds of questions
McKinsey said remain unanswered even as the field matures (!°%) www.mckinsey.com).

On valuations, there is some caution. Sarah Guo (Conviction VC) warned in late 2022 that biotech valuations (Al
or not) were coming down after the 2021 peaks (\°*! techcrunch.com). Indeed, some large IPOs in 2021 fil led to
corrections. By 2024, average pre-money valuations for new biotech deals were below early-2020 highs. Still,
many recent Al-drive deals were priced on fresh optimism (e.g. Xaira and Isomorphic at unicorn valuations).
Crunchbase'’s “Eye on Al" commentary suggests a bit of a “digestion” of earlier exuberance is underway (/°*

techcrunch.com).

Another investor trend: a growing emphasis on multi-disciplinary teams. Dimension Capital explicitly requires
computational biologists on the founding team of any biotech it backs (I°! bestofai.com). Funds are also wary of
data quality — a biotech startup without solid proprietary datasets (or a plan to generate them) may struggle to
attract Al-focused VC. Conversely, companies partnered with universities or big companies can leverage
existing data moats (e.g. cancer centers’ patient data). In some cases, investors recall overpromises from 2010s
Al biotech "bubbles” and thus apply strict milestones (e.g. validated targets, lead compounds) before releasing
tranches of funding.

Case-Specific Outcomes and Partnerships
While still early, some Al-biotech ventures are showing tangible outcomes:

e Discovery acceleration: Several companies (e.g. Recursion) report discovering new clinical candidates in months versus
years through Al platforms. Recursion’s IPO in 2021 (not covered above) and continued funding attest to progress combining

experimental biology with ML (‘55‘ www.sec.gov). Similarly, Insilico reported Al-designed compounds entering Phase | trials
faster than traditional startups. Though detailed clinical success is beyond our citation scope, such stories validate the Al
approach.
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® Regulatory advances: The FDA's draft guidance (Jan 2025) is a landmark. By formally addressing Al use in drug submissions,

(WH www.fda.gov). FDA Commissioner Califf's statement

[56]

it reduces regulatory uncertainty for startups using ML in R&D

explicitly calls Al "transformative” and insists on risk-based frameworks ( www.fda.gov). This guidance likely
encourages investment, as companies can point to an emerging pathway for regulatory acceptance of Al-derived evidence.
Of course, detailed guidance and eventual approval norms are still being worked out (FDA invites comments on its draft as of

mid-2025).

e Acquisitions and exits: A handful of Al-biotech startups have been acquired by pharma in recent years; for example,
Recursion (though public) had a tech business side for pharma. It's expected that successful Al-platform firms may be
bought by large drug companies seeking their tech (for example, earlier acquisitions like Owkin by Owkin Pharma in 2023).
Such M&A prospects can buoy VC returns. Conversely, if valuations crash (an Al "bubble burst”), startup founders face
dilution or down-rounds. So far, the market has seen more mega-round funding than widespread collapse, but keeping a
cautious eye on exit opportunities is essential.

Challenges and Risks
Every boom has bottlenecks, and investors are keenly aware of the challenges in Al-biotech:

e Data Quality and IP: Biotech Al needs high-quality data (assays, patient data, experimental results). Many startups may
struggle to acquire or generate broad datasets without hefty spending or partnerships. Additionally, questions around data

[57]

ownership (especially patient data) and IP (patenting Al-designed entities) remain unresolved ( www.mckinsey.com)

([58] www.mckinsey.com). For example, if an Al suggests a drug target, who owns that target IP? These intricacies can
scare some VCs.

e Scientific Risk: Any biotech venture is high-risk — and adding Al does not fully eliminate scientific unknowns. Traditional
drug discovery has only ~10% success rate through Phase I-Ill. Al can improve hit rates but not guarantee clinical efficacy.
Many computational models operate in silico, but translation to in vivo pharmacology still takes time and experimentation.
Thus, investor diligence includes assessing the wet-lab execution. McKinsey notes that small biotechs may struggle to

[58]

sustain the extensive computational and lab work needed ( www.mckinsey.com).

e Regulatory Uncertainty: While guidance is emerging, most regulatory agencies still evaluate drugs by experimental data.
How exactly an “Al-derived” molecule is reviewed is an open question. The FDA draft is a positive step, but also underscores
that agencies will scrutinize Al methods. Companies with non-traditional approaches must educate regulators and possibly
conduct additional validation. This can lengthen and complicate timelines.

e Market and Adoption: For diagnostics and digital health, companies must convince hospitals and clinicians to adopt Al
tools, which often interface with existing workflows and require evidence of benefit. Some start-ups face resistance due to
liability concerns or integration costs. As one TechCrunch investor noted, mere usage of Al is not enough — it must clearly

improve outcomes or costs ([47] techcrunch.com).

e Financial Markets: High inflation and interest rates in 2022-2023 made capital more expensive. Biotech is capital-intensive,
often needing multiple consecutive funding rounds. A sustained economic downturn could reduce LP (limited partner)
willingness to allocate to venture funds, which in turn could strain startup funding. The early 2025 data (Q1 decline) from

GlobalData ([59] www.pharmaceutical-technology.com) suggest caution: Q1 2025 VC funding ($6.5 B) was down 20%

from Q12024 ($8.1 B) (l59J www.pharmaceutical-technology.com), indicating investors becoming more selective post-
2024.

Despite these hurdles, multiple surveys (e.g. SVB Life Sciences Confidence Index) show overall optimism for Al
in biotech: healthcare professionals ranked Al as the most impactful technology in coming years (/!
www.pharmaceutical-technology.com). The strong Q3 2025 funding rebound (+70% from Q2 for biotech) (\°”
www.pharmaceutical-technology.com) also suggests investors regained confidence as some macro headwinds
eased (interest rate cuts and clearer policy).

Future Outlook

Looking ahead, several implications emerge:

© 2025 IntuitionLabs.ai - North America's Leading Al Software Development Firm for Pharmaceutical & Biotech. All rights reserved.

Page 11 of 18


https://www.fda.gov/news-events/press-announcements/fda-proposes-framework-advance-credibility-ai-models-used-drug-and-biological-product-submissions#:~:text=Today%2C%20the%20U,of%20drug%20and%20biological%20products
https://www.fda.gov/news-events/press-announcements/fda-proposes-framework-advance-credibility-ai-models-used-drug-and-biological-product-submissions#:~:text=%E2%80%9CThe%20FDA%20is%20committed%20to,%E2%80%9D
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=As%20AI%20and%20ML%20technology,several%20important%20questions%20remain%20unanswered
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=mechanisms%20and%20uncover%20new%20molecular,technologies%20in%20hopes%20of%20better
https://www.mckinsey.com/industries/life-sciences/our-insights/what-early-stage-investing-reveals-about-biotech-innovation#:~:text=mechanisms%20and%20uncover%20new%20molecular,technologies%20in%20hopes%20of%20better
https://techcrunch.com/2022/12/15/6-investors-discuss-why-ai-is-more-than-just-a-buzzword-in-biotech/#:~:text=%E2%80%9CWhen%20evaluating%20%E2%80%98AI%20for%20drug,%E2%80%9D
https://www.pharmaceutical-technology.com/analyst-comment/biopharma-venture-financing-q1-2025/#:~:text=Biopharmaceutical%20drug%20company%20venture%20financing,stage%20companies%20with%20clinical%20data
https://www.pharmaceutical-technology.com/analyst-comment/biopharma-venture-financing-q1-2025/#:~:text=Biopharmaceutical%20drug%20company%20venture%20financing,stage%20companies%20with%20clinical%20data
https://www.pharmaceutical-technology.com/analyst-comment/biopharma-venture-financing-q1-2025/#:~:text=The%20largest%20venture%20financing%20deal,technology%20in%20the%20pharmaceutical%20industry
https://www.pharmaceutical-technology.com/analyst-comment/biopharma-venture-financing-q1-2025/#:~:text=The%20largest%20venture%20financing%20deal,technology%20in%20the%20pharmaceutical%20industry
https://www.pharmaceutical-technology.com/analyst-comment/biotech-recovery-q3-2025-venture-funding/#:~:text=GlobalData%E2%80%99s%20Venture%20Capital%20Investment%20Trends,market%20recovery%20as%20investor%20confidence
https://www.pharmaceutical-technology.com/analyst-comment/biotech-recovery-q3-2025-venture-funding/#:~:text=GlobalData%E2%80%99s%20Venture%20Capital%20Investment%20Trends,market%20recovery%20as%20investor%20confidence
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=ai-biotech-funding-a-2025-analysis-of-vc-investment-trends.pdf
https://intuitionlabs.ai/articles/ai-biotech-funding-trends?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=ai-biotech-funding-a-2025-analysis-of-vc-investment-trends.pdf
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=ai-biotech-funding-a-2025-analysis-of-vc-investment-trends.pdf

E IntuitionLabs  IntuitionLabs - Custom Al Software Development AI Biotech Funding: A 2025 AnalySiS Of VC Investment TrendS

from the leading Al expert Adrien Laurent

e Continued Growth but Modulated: Given the above trends, we expect Al-biotech funding to continue growing in the near
term, albeit more rationally. Analysts (EY, Crunchbase) forecast strong generative Al investment overall ([271
www.itpro.com). Healthcare/biotech will likely claim a larger slice of this, as implementation of Al matures. Yet, VCs will

likely focus on fewer companies (bigger orders) rather than broadseed indiscriminately.

e Convergence with Other Technologies: We foresee greater integration of Al with other cutting-edge biotech - for example,
combining Al with gene editing (CRISPR), advanced bioengineering (cell therapy), and quantum computing for molecular
simulation (an emerging field). Some funds are already positioning for this “Triple Helix" of Al-bio-quantum. Companies that
span these domains might attract outsized VC (e.g. Quantum Biosystems, an example not cited here).

e Regulatory Acceptance and Standards: We predict that by 2026, regulators will publish more concrete frameworks for
validating Al in drug approvals (building on the 2025 draft). Industry working groups (academia, pharma, regulators) are
likely already forming consensus on good practices (e.g. model explainability, data audits). If this happens, it will unlock
more investor interest, as regulatory risk is reduced.

e Global Expansion: Historically, biotech innovation centered in North America and Western Europe. But 2025 may be a
turning point for Asia, especially with renewed interest from Chinese and Indian VCs in biotech (sometimes via international
collaborations). India, for instance, has growing biotech hubs and a strong IT industry; we may see new "Al biotech” startups
there attracting both local and global VC. Investors with global portfolios will likely watch for emerging markets opportunities
(e.g. Africa’s population genomics, Latin America).

e Public Health Impact: In the broader lens, if Al-biotech succeeds, it could transform healthcare affordability and
accessibility. Faster drug development can lower costs, and Al diagnostics can improve early intervention worldwide.
Governments and NGOs might increasingly support Al-biotech R&D (like through Horizon Europe or NIH). The $461 B global
healthcare Al value predicted by some market analysts (source on Bloomberg) suggests vast future growth (though market
projections should be taken cautiously).

e Ethical and Social Considerations: With Al's rise comes scrutiny. Issues of data privacy, bias in algorithms (e.g. if training
data skews toward certain ancestries), and the potential for “Al monopolies” in biotech need attention. The venture
community and regulators will need to ensure these technologies are developed responsibly. In 2025, we saw discussions
around algorithmic transparency and patient consent, and these debates will shape investment norms (investors increasingly
ask about ethics and compliance).

In conclusion, biotech’s marriage with Al is still in a high-growth, experimentation phase, but is moving rapidly
toward becoming mainstream in life science R&D. Venture capital campaigns and corporate venture arms have
signaled that significant value may accrue for first movers and best-executed platforms. The capital flows have
already altered the biotech innovation landscape, and if even a fraction of these Al startups deliver on their
promises (accelerated cures, novel drugs at lower cost), the return on investment could be enormous.
Conversely, as with all cutting-edge tech, a reckoning (or “hype cycle correction”) is possible; investors and
entrepreneurs must now convert promise into proven results.

Key Takeaways:

e Al-driven biotech startups saw a volatile but overall increasing share of VC funding from 2021 through 2025

(W news.crunchbase.com) ([51 www.biopharmadive.com).

e Major deals (Xaira $1B, Isomorphic $600M, Abridge $150M, etc.) illustrate investor conviction and
valuations.

e Top-funded sectors include Al-enabled drug discovery and precision diagnostics (techno.mercusuar.web.id)

(11?1 www.biopharmadive.com).

e Investors include specialized Al/biotech VC funds, traditional life-science VCs, tech-company VCs, and
corporate biopharma VCs (I'°) techcrunch.com) (sifted.eu).

[44]

e Regulatory agencies are beginning to issue Al-specific guidelines (FDA's 2025 draft) ( www.fda.gov),

which will impact strategy.

e The outlook is cautiously optimistic: continued funding growth is likely, tempered by careful due diligence,
with broad implications for drug development and healthcare if Al delivers on its promise.
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Tables

Al Biotech Funding: A 2025 Analysis of VC Investment Trends

Table 2. Major Al-Biotech Startup Funding Rounds (2024-2025)

Company

Xaira Therapeutics

Isomorphic Labs

EvolutionaryScale

Abridge

Terray Therapeutics

Formation Bio

Lila Sciences

Other Notables:
Recursion
Pharmaceuticals (Al drug
platform) had multi-
hundred M post-IPO
funding; Relativity Space
— (rocket biotech?), etc.

Country Focus Area

Al-driven drug
USA X
discovery
Al lab for drug
UK/USA .
discovery
Al-designed
USA )
protein drugs
Al clinical
USA .
documentation
Al small-
USA molecule drug
platform

Al for protein
USA drug
development

Al + robotics
USA
for lab research

Round &
Date

Series A,
Apr
2024

Seed,
Jan
2025
(closed)

Seed,
Jun
2024

Series C,
Feb
2024

Series B,
Oct
2025

Series D,
Aug
2024

Series A
ext., Oct
2025

Amount (USD)

$1,000 M (16!

news.crunchbase.com)

$600 M (17
www.pharmaceutical-
technology.com)

$142 M (1)

news.crunchbase.com)

$150 M (12°]

news.crunchbase.com)

$120 M (19

news.crunchbase.com)

$372 M (12°
news.crunchbase.com)

$115 M (57
www.reuters.com)

Lead Investors [ Notes

Led by Arch Venture Partners,
Foresite Capital ([6]
news.crunchbase.com). Al
platform from Stanford

scientists.

Backed by Alphabet
(DeepMind) and external
investors. Building "Al
Science Factories” (“181

www.reuters.com).

Led by Daniel Gross, Lux
Capital; AWS and NVentures
participated.

Led by Lightspeed, Redpoint.
Developed Al medical
transcription tool.

Led by Bedford Ridge;
NVIDIA's NVentures co-
invested. Founded by ex-
Stripe co-founder.

Led by Andreessen Horowitz.
Al-powered pipeline for
biologics.

Led by Nvidia’s VC. Builds
robotic "Al science factories”
to generate data ([48]

www.reuters.com).

Table 2 highlights a selection of major funding rounds for Al-focused biotech and healthtech companies in

2024—-2025. Sources: Crunchbase, Reuters, industry news (16! news.crunchbase.com) (18! news.crunchbase.com)

(1391 www.reuters.com).

Conclusion

The landscape of venture capital in 2025 confirms that Al and biotech have indeed taken center stage in
startup investing. After a hiatus in 2023, Al-driven biotech startups quickly regained investor interest in 2024

and 2025, as evident from record-breaking funding rounds and new multi-hundred-million-dollar funds. Data
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from Crunchbase, SVB, industry trackers, and press reports all paint a picture of robust capital deployment in
this sector (! news.crunchbase.com) (1°! www.biopharmadive.com) (%) www.reuters.com). Importantly, this funding
is not indiscriminate: investors are gravitating toward companies that can demonstrate credible science and

[53]

integrated Al capabilities ("% techcrunch.com) (131 www.mckinsey.com).

If these bets pay off, the implications are profound. Patients could see more rapid development of personalized
and effective therapies through Al-optimized pipelines. Healthcare systems may benefit from Al-enhanced
diagnostics and operational efficiencies. Economically, a thriving Al-biotech sector can sustain high-wage tech
and science jobs and attract cross-border investment. Yet, the promise comes with caveats: only time will tell
which startups yield successful drugs, how regulators accommodate Al methods, and how markets balance
enthusiasm with caution.

For policymakers and ecosystem players, the developing narrative suggests key priorities: supporting open
data-sharing (to train better Al models), updating biotech regulations for Al-tools, and fostering collaborations
between computer scientists and biologists. For investors, the data advise judicious scaling — backing visionary
teams but avoiding purely speculative pitches.

In sum, “Biotech Capital Funding for Al Startups” in 2025 is characterized by a tide of money behind a select
cadre of deep-tech ventures, underpinned by an industry-wide belief that Al can transform life sciences. This
analysis, grounded in current statistics and expert commentary, provides a thorough basis for understanding
where we stand and where we may be headed. Continued tracking of deal flow, scientific results, and regulatory
changes will be essential to evaluate the ultimate impact of these investments on innovation and healthcare.

References:
Funds and deals data are drawn from Crunchbase Creative Licensing, BioPharma Dive (SVB report), Reuters,

McKinsey analyses, FierceBiotech, and related sources (I') news.crunchbase.com) (I°) www.biopharmadive.com) (1

[19]

www.mekinsey.com) (1% techerunch.com) (191 www.reuters.com). Analytical insights cite McKinsey, TechCrunch,

[44]

and professional news covers (""" www.mckinsey.com) (/) techcrunch.com) ( www.fda.gov). (All in-text

citations above reference the numbered entries from the browsing history.)
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IntuitionLabs - Industry Leadership & Services

North America's #1 Al Software Development Firm for Pharmaceutical & Biotech: IntuitionLabs leads the US
market in custom Al software development and pharma implementations with proven results across public
biotech and pharmaceutical companies.

Elite Client Portfolio: Trusted by NASDAQ-listed pharmaceutical companies including Scilex Holding Company
(SCLX) and leading CROs across North America.

Regulatory Excellence: Only US Al consultancy with comprehensive FDA, EMA, and 21 CFR Part 11 compliance

expertise for pharmaceutical drug development and commercialization.

Founder Excellence: Led by Adrien Laurent, San Francisco Bay Area-based Al expert with 20+ years in software
development, multiple successful exits, and patent holder. Recognized as one of the top Al experts in the USA.

Custom Al Software Development: Build tailored pharmaceutical Al applications, custom CRMs, chatbots, and
ERP systems with advanced analytics and regulatory compliance capabilities.

Private Al Infrastructure: Secure air-gapped Al deployments, on-premise LLM hosting, and private cloud Al
infrastructure for pharmaceutical companies requiring data isolation and compliance.

Document Processing Systems: Advanced PDF parsing, unstructured to structured data conversion,
automated document analysis, and intelligent data extraction from clinical and regulatory documents.

Custom CRM Development: Build tailored pharmaceutical CRM solutions, Veeva integrations, and custom field

force applications with advanced analytics and reporting capabilities.

Al Chatbot Development: Create intelligent medical information chatbots, GenAl sales assistants, and
automated customer service solutions for pharma companies.

Custom ERP Development: Design and develop pharmaceutical-specific ERP systems, inventory management

solutions, and regulatory compliance platforms.

Big Data & Analytics: Large-scale data processing, predictive modeling, clinical trial analytics, and real-time

pharmaceutical market intelligence systems.

Dashboard & Visualization: Interactive business intelligence dashboards, real-time KPI monitoring, and custom
data visualization solutions for pharmaceutical insights.

Al Consulting & Training: Comprehensive Al strategy development, team training programs, and

implementation guidance for pharmaceutical organizations adopting Al technologies.

Contact founder Adrien Laurent and team at https://intuitionlabs.ai/contact for a consultation.
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IntuitionLabs - Custom Al Software Development
from the leading Al expert Adrien Laurent

DISCLAIMER

The information contained in this document is provided for educational and informational purposes only. We make no
representations or warranties of any kind, express or implied, about the completeness, accuracy, reliability, suitability, or
availability of the information contained herein.

Any reliance you place on such information is strictly at your own risk. In no event will IntuitionLabs.ai or its representatives
be liable for any loss or damage including without limitation, indirect or consequential loss or damage, or any loss or
damage whatsoever arising from the use of information presented in this document.

This document may contain content generated with the assistance of artificial intelligence technologies. Al-generated
content may contain errors, omissions, or inaccuracies. Readers are advised to independently verify any critical information
before acting upon it.

All product names, logos, brands, trademarks, and registered trademarks mentioned in this document are the property of
their respective owners. All company, product, and service names used in this document are for identification purposes
only. Use of these names, logos, trademarks, and brands does not imply endorsement by the respective trademark holders.

IntuitionLabs.ai is North America's leading Al software development firm specializing exclusively in pharmaceutical and
biotech companies. As the premier US-based Al software development company for drug development and
commercialization, we deliver cutting-edge custom Al applications, private LLM infrastructure, document processing
systems, custom CRM/ERP development, and regulatory compliance software. Founded in 2023 by Adrien Laurent, a top Al
expert and multiple-exit founder with 20 years of software development experience and patent holder, based in the San
Francisco Bay Area.

This document does not constitute professional or legal advice. For specific guidance related to your business needs,
please consult with appropriate qualified professionals.

© 2025 IntuitionLabs.ai. All rights reserved.
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