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IS THE MARKET
UNFAIRLY PRICED
BY OPTIMISTS?
Private rounds are set by the keenest buyer, and
the companies that never raise go uncounted.

By Ray Wyand
The views expressed are the author's own and do not necessarily

represent those of Verified Metrics.
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Is the market unfairly priced by optimists?

Most private market valuations have an interesting feature:

comparable price points are priced only by the optimistic

buyers in the room. In a public market, skeptics are able to

short stocks and pull down their prices; however, in private

markets skeptics simply don't buy, so the price paid doesn't

actually reflect their view. Decades of research on public

stocks show that when short selling is hard, prices run high.

With AI valuations booming, we are seeing this in full swing in

the venture market.

This dynamic is created because a price is only set when a

company raises and only the strongest ones raise at all. Fewer

are getting through: about 15% of the 2022 Seed cohort

reached Series A within two years, against 31% of the 2018

cohort, while top-end (95th-percentile) Seed valuations

nearly tripled, from $72m to $200m, in the year to Q2 2026.

Fewer startups get through
Seed startups reaching Series A in two years

Top Seed prices nearly triple
95th-percentile Seed valuation

Sources: Boehme, Danielsen and Sorescu (2006); Chronograph; Carta. See sources
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2018 cohort 31%

2022 cohort 15%

Q2 2025 $72m

Q2 2026 $200m

https://www.cambridge.org/core/journals/journal-of-financial-and-quantitative-analysis/article/shortsale-constraints-differences-of-opinion-and-overvaluation/D9E0CC1FD62797BBEA6560256BD8E119
https://www.cambridge.org/core/journals/journal-of-financial-and-quantitative-analysis/article/shortsale-constraints-differences-of-opinion-and-overvaluation/D9E0CC1FD62797BBEA6560256BD8E119
https://www.chronograph.pe/current-trends-in-the-series-a-and-seed-venture-markets/
https://carta.com/data/linkedin-archive/
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Headlines describe the winners, not the market

Nnamdi Iregbulem of Lightspeed venture explains the result with

a street of six homes: if only the two best homes sell, while every

sale is fair on its own, the average price of the neighborhood is

double what it is actually worth.

Venture is no different. The prices that make headlines come

from new rounds, and Iregbulem estimates a new Seed round is

valued at about 4x the average existing Seed company and 10x

the median one. Clearly, the prices entering the market

increasingly belong only to the best companies, so treating them

as a picture of the whole market overstates it by a wide margin.

Only two homes sell Four homes remain unsold

$1.2m $0.8m $0.4m $0.3m $0.2m $0.1m

Implied value from the sales
6 homes x $1.0m $6.0m
Actual value
Sum of all 6 homes $3.0m

Illustrative values, after Nnamdi Iregbulem, Valuations need a correction (Oct 13, 2026); new-round vs existing Seed valuations from the same article (PitchBook data, author's model). See sources
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https://whoisnnamdi.com/valuations-need-a-correction/
https://whoisnnamdi.com/valuations-need-a-correction/
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Two-tier rounds make it worse -- and they are
becoming increasingly common as the market heats up

And even for the companies that do raise, the headline prices

are not always what investors actually paid. There's been a

new surge in two-tiered rounds: the lead investor buys some

shares cheaply and the rest at a much higher price, but only

the higher price is announced. Recent examples of rumored

two-tier rounds include Serval, announced at $1bn with

Sequoia's cheapest shares at $400m; Aaru, announced at

$1bn with Redpoint in at $450m; and Starcloud, announced at

$1.1bn with Benchmark's first tranche at $250m. Carta

counted more than 20 such rounds in the 6 to 12 months

before June 2026, and by August, several early-stage VCs

estimated that about a quarter of the deals they were seeing

had two prices. Employees and smaller investors see only the

higher number and the inflated headline becomes the next

round's comp.

Two prices in the same round
Lower-price tranche Headline-price tranche

Valuation $400m $1bn

Money in $40m $50m

Stake out 10% 5%

BLENDED VALUATION

$600m
$90m buys 15% of the company

HEADLINE VALUATION

$1bn

Worked example at Serval's two prices: $40m at $400m plus $50m at $1bn; tranche sizes are illustrative. Sources: TechCrunch (Mar 3, 2026); EquityZen (Jun 24, 2026); Newcomer (Aug 13, 2026). See
sources
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https://techcrunch.com/2026/03/03/why-ai-startups-are-selling-the-same-equity-at-two-different-prices/
https://blog.equityzen.com/the-illusion-of-the-1b-unicorn-what-dual-price-funding-rounds-mean-for-private-market-investors
https://www.newcomer.co/p/ai-frenzy-brings-dual-valuation-deals
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The valuation takeaway: be careful
about using private market comparables

Not every valuation is inflated, but the aggressive dynamics in today's market do create risks for

managers and valuation professionals. During the negotiation stage of an investment, it can be

tempting to anchor a proposed valuation to a recent print in the market, but if the print was a

two-tiered round, this can lead to overvaluing an asset. Further, where possible, managers need to

carefully consider the value of liquidation rights and participation features, which are especially

powerful in large early-stage rounds.

Secondly, we must avoid dogmatic valuation practices that give an illusion of rigor but do not reflect

the reality of an investment. Even I have fallen into the trap of applying comparable multiples to a

company that, in retrospect, was unable to raise funding at all. The dogmatic nature of AI tools has

only served to worsen this problem -- and now, more than ever, there is a need for professionals to

apply their experience with a skeptical mindset rather than blindly plugging numbers into a template.

The headline shows what the winners were worth on their best
day, not what a portfolio is worth.
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Salon, 'You Can See Everything' and the tragedy of Elizabeth Holmes (Oct 17, 2026):
origin of the film's title
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SEC, Statement on Fair Value Measurement and Disclosure Considerations for Private
Assets, Kurt Hohl and Brian Daly (Sep 28, 2026): primary source

Cleary Gottlieb (Sep 30, 2026): scope and expectations

WilmerHale (Oct 8, 2026): NAV reliance and auditor skepticism

Mayer Brown (Oct 5, 2026): calibration and disclosure

Deloitte, Fair Valuation Pricing Survey, via PR Newswire (Oct 8, 2026): SEC exam focus
on valuation

Leyla Kunimoto, Accredited Investor Insights, UNREAL Gains (May 2026) and LinkedIn
post (May 14, 2026): unrealized gains in evergreen PE funds
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Boehme, Danielsen and Sorescu, JFQA (2006): tests Miller (1977) on short-sale limits
and overvaluation

Nnamdi Iregbulem, Valuations need a correction (Oct 13, 2026)

Chronograph, The Series A crunch (Carta data)

TechCrunch, the same equity at two different prices (Mar 3, 2026)

EquityZen, The illusion of the $1B unicorn (Jun 24, 2026)

Newcomer, AI frenzy brings dual-valuation deals (Aug 13, 2026): share of deals with
two prices

Carta, Rising valuations but fewer startup rounds in 2026 (Jul 9, 2026)
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TechCrunch, How VCs and founders use inflated ARR to crown AI startups (May 22,
2026): contracted ARR vs ARR

Seoul Economic Daily, citing Business Insider (Sep 9, 2026): annualizing a single
strong month

CNBC, 'Vibe revenue': AI companies admit they're worried about a bubble (Nov 14,
2025): Risher quote; 'vibe revenue'

Greg Isenberg, Vibe revenue (2025): how hype-driven revenue fades

Chamath Palihapitiya, post on X (Oct 21, 2026): AI spending funded by VC money

24/7 Wall St, Ken Griffin: there are almost certainly bubbles in AI (Oct 21, 2026)

PitchBook-NVCA Venture Monitor Q3 2026: private step-ups

Verified Insights Q3 2026 data pack, tabs A8 and A9: listed comp set multiples

Sources retrieved October to November 2026. Continued
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https://www.salon.com/2026/10/17/nathan-fielders-you-can-see-everything-and-the-tragedy-of-elizabeth-holmes/
https://www.sec.gov/newsroom/speeches-statements/hohl-daley-statement-fair-value-measurement-disclosure-considerations-private-assets-092806
https://www.sec.gov/newsroom/speeches-statements/hohl-daley-statement-fair-value-measurement-disclosure-considerations-private-assets-092806
https://www.clearygottlieb.com/news-and-insights/publication-listing/sec-staff-flags-fair-value-risks-in-private-assets
https://www.wilmerhale.com/en/insights/client-alerts/20261008-sec-staff-statement-highlights-valuation-and-disclosure-expectations-for-private-credit-and-other-illiquid-assets
https://www.mayerbrown.com/en/insights/publications/2026/10/sec-staff-statement-on-fair-value-measurement-and-disclosure-considerations-for-private-assets
https://www.prnewswire.com/news-releases/deloitte-survey-private-markets-push-valuation-practices-forward-302902763.html
https://www.accreditedinsight.com/p/unreal-gains
https://www.linkedin.com/posts/lkunimoto_you-can-ignore-the-fund-name-at-the-top-activity-7460711977489764353-gBRE
https://www.linkedin.com/posts/lkunimoto_you-can-ignore-the-fund-name-at-the-top-activity-7460711977489764353-gBRE
https://www.cambridge.org/core/journals/journal-of-financial-and-quantitative-analysis/article/shortsale-constraints-differences-of-opinion-and-overvaluation/D9E0CC1FD62797BBEA6560256BD8E119
https://whoisnnamdi.com/valuations-need-a-correction/
https://www.chronograph.pe/current-trends-in-the-series-a-and-seed-venture-markets/
https://techcrunch.com/2026/03/03/why-ai-startups-are-selling-the-same-equity-at-two-different-prices/
https://blog.equityzen.com/the-illusion-of-the-1b-unicorn-what-dual-price-funding-rounds-mean-for-private-market-investors
https://www.newcomer.co/p/ai-frenzy-brings-dual-valuation-deals
https://carta.com/data/linkedin-archive/
https://techcrunch.com/2026/05/22/how-vcs-and-founders-use-inflated-arr-to-kingmake-ai-startups/
https://techcrunch.com/2026/05/22/how-vcs-and-founders-use-inflated-arr-to-kingmake-ai-startups/
https://en.sedaily.com/international/2026/09/09/us-ai-startups-face-scrutiny-over-inflated-revenue-figures
https://www.cnbc.com/2025/11/14/vibe-revenue-ai-companies-admit-theyre-worried-about-a-bubble.html
https://www.cnbc.com/2025/11/14/vibe-revenue-ai-companies-admit-theyre-worried-about-a-bubble.html
https://www.gregisenberg.com/blog/vibe-revenue
https://x.com/chamath/status/2112757725369348417
https://247wallst.com/investing/2026/10/21/ken-griffin-there-are-almost-certainly-bubbles-in-ai-right-now/
https://nvca.org/wp-content/uploads/2026/10/Q3-2026-PitchBook-NVCA-Venture-Monitor.pdf
https://nvca.org/wp-content/uploads/2026/10/Q3-2026-PitchBook-NVCA-Venture-Monitor.pdf
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The opinions expressed in these pieces are those of their named authors. They do

not necessarily represent the views of Verified Metrics, its clients or its staff, and

they are not a statement of firm policy.

The pieces are provided for general information only. They are not a valuation opinion, an offer or
solicitation, or investment, accounting, legal or tax advice, and should not be relied on as such. Facts

and figures are drawn from public sources believed to be reliable as of the dates shown, on a
best-efforts basis and without warranty of accuracy or completeness. Views may change without
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for any inaccuracy, error or omission, or for any loss arising from reliance on these pieces. Not to be
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