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At first glance, there does not seem to be much that is positive to report in the AgTech & FoodTech
sectors, based on the stagnant financing and M&A markets, and lack of commercial traction and
profitability of most companies. Nevertheless, | believe there are some positive green shoots emerging
in 2025 after three very challenging years.

It is not surprising that the AgTech & FoodTech sectors have been in the doldrums, as they are coming
off a 4-year bubble period between 2018 — 2022 when companies raised over $40 billion and the
industry seemed destined for the same heights and excitement that are happening with Artificial
Intelligence and crypto currency today. Unfortunately, most AgTech & FoodTech companies, which are
typically highly capital intensive and take many years to develop and validate technology, scale up
production, achieve commercial traction, and become profitable, were unable to execute their business
plans prior to running out of funds. Consequently, we are in a time when more companies are cutting
costs, replacing senior management, and re-focusing their business models to develop a viable path to
profitability with limited capital.

The AgTech & FoodTech sectors are not the first industry to face the so-called “valley of death” or
“trough of disillusionment.” During my past two decades working at the intersection of technology
innovation and climate change, | have watched other industries (biofuels, energy storage, electric
vehicles, solar) face similar challenges following rapid capital investment where companies failed to
achieve their business plans and few companies completed highly valuable exits (i.e. IPOs and M&A). In
those industries, after a rash of bankruptcies and consolidation, a handful of winners emerged, which
likely will be the same outcome for these sectors.

My positivity toward this industry is not because | have a Pollyanna view of life and am just taking a
glass-half-full perspective, but rather | am seeing real advancement in certain areas (Al, automation,
clean labels, computer vision, digitization, functional medicine, natural ingredients, and robotics), at the
same time that consumers are dealing with rising food prices which are the result of not only increasing
production costs caused by labor shortages following an immigration crackdown, but also rising tariffs
on imported products. When asked about my views on AgTech & FoodTech, | typically respond that | am
bearish in the short term and very bullish in the long term. However, this response masks some of my
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short-term bullishness, including the areas mentioned above, and long-term concerns, including how
tariffs & trade policies and reduced U.S. government support will impact food supply and innovations in
the future.

Generally, my long-term bullishness is due to the three mega-trends of food security, health & nutrition,
and sustainability. Worries over food security are unavoidable as food prices, particularly for animal
proteins, seem to reach all-time highs each month, with the effects of tariffs and zoological diseases
likely to continue driving prices higher. With over two-thirds of Americans deemed to be overweight and
over thirty percent obese, health & nutrition is a growing topic of conversation, particularly with the
‘Make America Healthy Again’ movement finding a home in the current Trump Administration.
However, it is not just general health & nutrition that has brought this topic to the forefront, but also
the $1.4 trillion cost to treat health conditions related to obesity (high blood pressure, diabetes, heart
disease and strokes), according to the Milken Institute, at a time when the U.S. is already suffering
under $37 trillion of debt. Even if the term “climate change” is a word the Trump Administration is loath
to mention, like Beetlejuice or Lord Voldemort, the reality is that even President Trump’s most ardent
supporters, U.S. farmers, realize that they are facing growing weather volatility at a level never
experienced previously and will face weather events, both increasingly common and severe, that will
make growing crops outdoors much more challenging.

My short-term bearishness stems from the bursting of the investment bubble, and the resulting lack of
new investment from previous investors. Many sector-specific investors are running out of capital and
unable to raise a new fund because of the lack of quality exits; and generalist investors are turning their
focus to other industries they consider more attractive due to strong sector tailwinds, rising valuations,
and recent exits. Furthermore, the dearth of profitable companies is keeping away infrastructure,
pension, private equity and sovereign wealth funds, who would typically be a good fit for many AgTech
& FoodTech companies due to their asset-intensive businesses.

Despite my short-term negativity, there are bright spots in the AgTech & FoodTech sectors. In 2025,
commercial activity has increased in automation & robotics and digitalization, particularly on the farm,
which is being driven both by concerns about labor availability and costs, as well as meaningful
technology advancements in digitization and robotics & automation. It is clear to me that we are moving
much faster towards the “Farm of the Future” which uses autonomy, drones, robots, satellites, and
sensors to create a robust farm management system that will drive efficiency and higher profitability on
the farm. This change is coming much quicker than was previously envisioned and due to a positive ROI
achieved by farmers, is likely to accelerate, as more farmers are able to see first-hand how these
technologies solve problems they either didn’t know existed or ignored as they didn’t have actionable
solutions. This positive momentum has yet to boost the financing and M&A markets for AgTech, but
there have been some noteworthy deals in 2025, including financing transactions for BeeWise and 4AG
Robotics, as well as the acquisition of Sentara by John Deere.
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Overall, AgTech companies are struggling to commercialize technology and show positive unit economics
and a near-term path to profitability. Nevertheless, one area that | will be watching to see if positive
momentum occurs during 2H 2025 and 2026 is AgBiotech (biologicals and genetics). The potentially
harmful impact of ag chemicals to farmers, farm workers, and consumers being a focus area for Robert F.
Kennedy, Jr., U.S. Health and Human Services Secretary, and many in the MAHA movement, there could
be pressure to limit the use of certain ag chemicals, potentially opening the door for the use of biological
alternatives. Although | don’t expect MAHA to hold sway over agriculture policy, which is the domain of
Brooke Rollins, U.S. Agriculture Secretary, who has not shown any inclination to support a reduction in,
or elimination of, the use of ag chemicals, there are other reasons, including concerns about pest
resistance and soil health, that should support the increased use of biologicals. On the genetics front,
there have been a couple of high-profile deals this year, including the $100+ million capital raise for Inari
and the sale of Axia Vegetable Seeds to Denso. With the impact of climate change gathering pace, it is
likely that the seed genetics sector will become more important as a means to ensure agriculture
production is not hurt, even as volatile weather events increase.

The biggest impact on the FoodTech sector is the growing influence of the MAHA movement, which has
already led to regulatory changes. Since the start of the year, the Food & Drug Administration has
announced a phase-out of several petroleum-based synthetic dyes from the U.S. food supply by the end
of 2026, including: Blue Nos.1 and 2; Green No. 3; Red No. 40; Yellow Nos. 5 and 6. Not only is RFK, Jr.
focused on reducing the amount ultra-processed foods consumed, particularly by children, but also a
growing number of states received waivers from the U.S. federal government to block the purchase of
candy, sodas and other unhealthy foods from being purchased with SNAP benefits. The food industry is
taking notice of these changes and is voluntarily removing artificial additives and dyes from food, in
advance of U.S. federal and state policy and regulatory changes that are likely to be enacted in the near
future. The shift toward natural additives and dyes will provide an opportunity for companies that
produce more-natural options, either from fruits & vegetables or the use of technologies like precision
fermentation.

In 2025, three cultivated meat companies, Believer Meat, Mission Barns, and Wildtype, received U.S.
FDA approval, which is more companies than had previously received FDA approval to date. Mission
Barns also received U.S. Department of Agriculture approval and Wildtype, as a cultivated seafood
company, does not need USDA approval, so both can now sell their products to customers. Although
regulatory approval is undoubtedly a big step forward for cultivated meat, the real opportunity for
future proteins (biomass & precision fermentation, cultivated, mycelium, plant) is the sharp increase in
animal protein prices over the past 12 months. Food inflation is real and protein prices are unlikely to
decline significantly, as they are caused by an imbalance of supply and demand, as well as tariffs on
imported animal proteins. On the supply side, growing zoological diseases (avian flu, swine flu) and
climate issues have devastated some animal herds, resulting in cattle numbers at their lowest level in 75
years, at the same time as protein consumption is climbing. Future-protein companies have an
opportunity to turn this to their advantage, with their ability to provide a healthier product than
traditional animal proteins, with low or no cholesterol, hormones, and/or trans fats, while also including
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healthy fats and oils, including Omega 3. However, success for future proteins will only occur when
these products are able to match incumbent animal proteins on taste, texture, and cost.

The other big FoodTech trend that can’t be ignored is the growing use of GLP-1 as a weight-loss drug. It
is too early to understand fully the impact; nevertheless, it is clear that, as more people turn to GLP-1,
this will affect the amount and types of food consumed. Leading producers of snack foods are already
seeing the impact, with sales declining. One potential trend is the growing number of companies
focused on healthier and specialized food offerings, which is why the sale of Kate Farms, a company that
specializes in nutrition offerings, to Danone, as well as the rapid rise of Olipop, a prebiotic soda brand
that recently closed a financing round valuing it at nearly $2 billion, are noteworthy.

It would be very easy to ignore some of the small positive factors that occurred during the 1° half of
2025 due to the continued lackluster financing and M&A markets, which have been on a downward
trend since 2022. However, a combination of technical progress and regulatory changes are providing
opportunities for some AgTech & FoodTech companies to achieve positive momentum and a path to a
future exit, if they can achieve commercial traction and profitability as early as 2026.
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