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Executive Summary

The intersection of artificial intelligence and capital markets represents one of the most
significant transformations in financial history. This comprehensive analysis examines
how Al is fundamentally reshaping M&A transactions, trading operations, valuation
methodologies, and deal financing across global markets. Drawing on historical deal
data from 2019-2025, industry-specific multiples, and emerging trends, this report
provides actionable intelligence for dealmakers, investors, and corporate strategists
navigating the Al-transformed financial landscape.

Key Finding #1: Al-focused M&A deal volume increased 53% year-over-year in 2024,
with deal values surging 288%, driven by strategic acquisitions in LLM infrastructure,
data intelligence, and vertical Al applications.

Key Finding #2: Al companies command significant valuation premiums, with average
EV/Revenue multiples of 25.8x for Al M&A deals versus 3.0x-5.0x for traditional
technology companies. LLM vendors achieve the highest multiples at 54.8x.

Key Finding #3: The algorithmic trading market reached $21.06 billion in 2024, with
Al-powered platforms growing at 20.04% CAGR. Machine-driven trading now
represents 55% of U.S. equity market volume and 80% of FX futures trading.

Key Finding #4: Al is transforming M&A deal execution, with early adopters reporting
20% cost reductions and 30-50% faster deal cycles through automated due diligence,
document analysis, and valuation modeling.

Key Finding #5: Private equity dry powder reached $2.62 trillion in 2024, with
technology and Al-adjacent deals accounting for 40% of PE deployment. PE buyers
now pay an average 10.1x EV/EBITDA versus 8.6x for corporate acquirers.

This report synthesizes data from over 90 Al M&A transactions, 53,000 Al funding
rounds, and comprehensive industry valuation databases to provide the most thorough
analysis available of Al's impact on capital markets and corporate finance.
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Section 1: The Al-Driven M&A Renaissance

1.1 Global M&A Market Context

The global M&A market experienced a significant recovery in 2024-2025, with deal
values increasing 36% between 2024 and 2025 while volumes rose modestly by 1%.
This divergence signals the emergence of a K-shaped M&A market, where large
strategic transactions by well-capitalized buyers drive activity while mid-market deals
remain constrained by valuation gaps and execution risk.

Megadeals exceeding $5 billion surged from 63 transactions in 2024 to 111 in 2025,
though still below the pandemic-era peak of 147 transactions in 2021. The Americas
accounted for 60% of global deal values, with deal values in the region increasing 55%
year-over-year.

Year Global Deal Deal Volume Megadeals Avg Deal Size
Value (>$5B)

2019 $3.9T ~45,000 $87M
2020 $3.0T ~40,000 72 $75M
2021 $5.2T ~50,000 147 $104M
2022 $3.6T ~43,000 95 $84M
2023 $3.2T ~40,000 72 $80M
2024 $3.4T ~47,000 63 $72M
2025 $4.6T+ ~48,000 111 $96M

1.2 Al as the Primary Deal Catalyst

Artificial intelligence has emerged as the dominant driver of M&A activity across sectors.
According to a Dentons study, nearly two-thirds (64%) of business leaders plan to
pursue M&A within the next 12 months specifically to strengthen their Al capabilities.
This represents a fundamental shift in deal rationale, from traditional synergy-driven
acquisitions to capability-building transactions.

The technology sector recorded $640 billion in M&A activity in 2024, marking a 16%
increase over 2023. Al and cloud infrastructure investments drove this surge, with
strategic acquirers seeking to accelerate digital transformation and secure competitive
positioning in the Al ecosystem.
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Technology $551B $640B +16% ~35%
Healthcare $189B $205B +8% ~20%
Financial Services = $245B $268B +9% ~17%
Energy $312B $295B -5% ~8%

Industrials $178B $185B +4% ~12%
Consumer $156B $162B +4% ~10%

1.3 Al M&A Deal Volume and Value Trends

Al startup M&A activity reached unprecedented levels in 2024-2025. Deal volume
increased 53% year-over-year in 2024, while deal values surged 288% compared to the
prior year. By mid-2025, deal values had already surpassed the entire 2024 total by
11%, reaching $55.3 billion in the first half alone.

Private Al companies are being acquired at a record pace, with 782 acquisitions in 2025
representing more than 1.5x the 2024 levels. Al now accounts for 7.5% of overall
venture M&A, up from 4.9% in 2024. Approximately 10% of Al acquisitions relate to Al
agents and infrastructure.

Al M&A Deals | Total Deal Avg Deal Size | Notable Trend
Value

2022 Q4 ~180 $12.4B $69M ChatGPT launch
catalyzes interest

2023 Full Year 271 $18.2B $67M LLM infrastructure
focus

2024 Full Year 415+ $49.6B $120M Record deal values,
288% YoY

2025 H1 240 $55.3B $230M Megadeals dominate

2025 Full Year 782 $120B+ $154M 1.5x prior year

(Est.) acquisitions
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Section 2: Al Valuation Multiples Deep Dive

2.1 The Al Valuation Premium Phenomenon

Al companies command substantial valuation premiums across all metrics. The median
revenue multiple for Al M&A deals reached 25.8x in 2025, representing nearly a 5x
premium over traditional software multiples of 3.0x-5.0x. This premium reflects investor
conviction that Al winners will capture outsized returns through market dominance and
network effects.

The Al valuation premium manifests differently across company stages. Carta's 2024 Al
fundraising report shows seed-stage Al companies achieving $17.9M median valuations
with a 42% premium over non-Al peers. Series A rounds averaged $51.9M pre-money
with 20% larger round sizes than comparable non-Al companies.

2.2 EV/Revenue Multiples by Al Niche

Avg Sample Size Key Value Drivers
EV/Revenue

LLM Vendors 54.8x Foundation model IP, compute scale
Data Intelligence 41.7x 18 Proprietary datasets, analytics

Al Infrastructure 35.2x 24 Developer adoption, ecosystem lock-in
Al-Powered SaaS 25.8x 91 Recurring revenue, retention

Health Tech Al 18.5x 15 Clinical validation, regulatory
Cybersecurity Al 12.4x 22 Enterprise demand, compliance
Traditional SaaS 3.0-5.0x 600+ Growth, margins, retention

2.3 EV/IEBITDA Multiples by Industry (January 2025)

The following analysis draws on Damodaran's comprehensive database of over 6,000
U.S. companies, providing authoritative benchmarks for valuation comparisons across
sectors.

Software (System & 27.98x 37.85x Al integration driving premium
Application)

Software (Internet) 28.08x N/A High growth, often unprofitable
Semiconductor 34.48x 48.85x Al chip demand surge
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Healthcare IT 22.01x 38.62x Clinical Al adoption
Healthcare Products 21.20x 33.63x MedTech innovation
Computer Services 14.29x 21.79x Steady enterprise demand
Telecom Equipment 21.77x 29.90x 5G/Al infrastructure
Entertainment 19.61x 45.58x Content Al, streaming
Advertising 15.56x 24 .27x AdTech Al optimization
Total Market (ex-Financials) 15.83x 24.41x Broad benchmark

2.4 Technology Sector Valuation Analysis

Analysis of M&A transactions from 2015-2025 reveals persistent valuation hierarchies
within the technology sector. Software companies consistently command the highest
valuations, with median EV/Revenue of 3.0x and EV/EBITDA of 15.2x, reflecting their
scalable business models and recurring revenue characteristics.

Tech Subsector Median Median Premium Factors
EV/Revenue EV/EBITDA

Software/SaaS 3.0x 15.2x Recurring revenue, high
margins

IT Services 1.3x 10.2x Labor intensity, steady
growth

Hardware 1.4x 11.0x Capital intensity,
cyclicality

Al-Native Software 8.0-12.0x 22.0-30.0x Al integration, data assets

Semiconductors 4 .5x 34.5x Al chip demand, IP value
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2.5 The Al Valuation Uplift Effect

Companies embedding Al into existing software products are experiencing valuation
uplifts of 40-100% compared to non-Al peers. This premium reflects buyer recognition
that proprietary Al capabilities create competitive moats and enhance revenue
sustainability.

A regional distribution company that implemented Al demand forecasting improved
inventory turnover by 15%, resulting in EBITDA margin expansion that translated to a
multiple increase from approximately 7x to 9x EBITDA. Similarly, a healthcare analytics
company with proprietary patient data powering machine learning engines secured a
12x revenue multiple in a PE transaction.

However, the valuation uplift is not uniform. Buyers scrutinize whether Al adoption is
superficial (using publicly available tools like ChatGPT) or deeply embedded into
operations. Companies using Al-driven logistics enhancements achieve approximately
15% cost reductions, 35% inventory improvements, and 65% service-level gains,
directly supporting premium valuations.
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Section 3: Landmark Al Deals Analysis

3.1 The 2025 Al Megadeal Wave

2025 marked a watershed year for Al dealmaking, with transactions reaching scales
previously unimaginable. The year saw the emergence of deals structured not just as
acquisitions but as infrastructure commitments, strategic partnerships, and ecosystem
plays that blur traditional M&A boundaries.

‘_ Acquirer/investor | Strategic Rationale

Stargate Al Infrastructure $500B OpenAl/SoftBank/Ora | US Al infrastructure
commitment cle dominance
Nvidia-OpenAl Partnership ~$100B value Nvidia Hardware-model
integration
Anthropic Infrastructure ~$50B Anthropic Compute capacity
commitment security
Amazon Al Data Centers ~$50B Amazon/AWS Cloud Al infrastructure
commitment
OpenAl-AWS Partnership $38B OpenAl Multi-cloud diversification
Google-Wiz Acquisition $32B Alphabet Al-driven cloud security
Meta-Scale Al (49%) $14.8B Meta Al lab talent/capability
CoreWeave-Core Scientific $9B CoreWeave Power infrastructure
Salesforce-Informatica $8B Salesforce Al data management
OpenAl-io Acquisition $6.5B OpenAl Hardware design
capability
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3.2 Foundation Model Company Valuations

The leading Al foundation model companies have achieved valuations that dwarf
traditional technology company precedents. OpenAl's trajectory from a $29 billion
valuation in early 2023 to discussions of $500+ billion by late 2025 represents the most
dramatic value creation in technology history.

Company Sept 2025 Nov 2025 2025 Revenue | Key Investors
Valuation Valuation (Est.)

OpenAl $157B $500B+ (disc.) $11.89B Microsoft, Nvidia,
SoftBank

Anthropic $183B $350B $7B Google, Amazon,
Salesforce

XAl $80B $230B $2B+ Sovereign funds,
PE

Databricks $43B $62B $2.4B Andreessen,
CapitalG

Cursor (Anysphere) = $9B $29.3B $400M+ Accel, Thrive,
Google

3.3 Strategic vs. Financial Buyer Dynamics

The Al M&A landscape reveals distinct patterns between strategic and financial buyers.
Strategic acquirers prioritize capability integration, talent acquisition, and competitive
positioning, while financial sponsors focus on portfolio value creation and exit timing
optimization.

Private equity buyers now consistently pay higher valuations than corporate acquirers.
As of Q2 2025, PE buyers paid an average 10.1x EV/EBITDA compared to 8.6x for
corporate acquirers. This reversal from historical patterns reflects PE's recognition of
Al's transformational potential and their increasingly sophisticated deployment of Al for
operational value creation.

Buyer Type 2025 Avg 2025 Avg Deal Volume Primary
EV/EBITDA EV/Revenue Share Motivation

Private Equity 10.1x 2.2x 34% Value creation,
Al ops

Strategic Corporate 8.6x 1.6x 66% Capability
integration

Sovereign Wealth 12.0x+ 3.0x+ ~5% Long-term
positioning
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3.4 Sector-Specific Deal Analysis

Al dealmaking varies significantly across sectors, with distinct valuation benchmarks,
integration challenges, and value creation opportunities.

3.4.1 Healthcare Al Acquisitions

Healthcare Al deals command 5-10x revenue multiples when paired with regulatory
traction or clinical results. Companies demonstrating FDA alignment or reimbursement
integration routinely achieve premium valuations. Notable transactions include Johnson
& Johnson's $14.6 billion acquisition of Intra-Cellular Therapies and strategic
investments in Al-powered diagnostics platforms.

3.4.2 Financial Services Al

Al-related deals comprised 17% of all fintech transactions in Q3 2025. Traditional
financial institutions are acquiring Al capabilities defensively, recognizing the existential
threat to legacy business models. PayPal deploys Al for transaction route optimization,
Capital One for behavioral fraud detection, and JPMorgan for code generation, with
combined efficiency gains exceeding 30%.

3.4.3 Enterprise Software Al

Salesforce led strategic Al acquisitions with 10 deals in 2025, followed by Workday,
Meta, and CoreWeave with 4 each. These transactions focus on Al agent infrastructure,
marketing automation, and enterprise workflow optimization. Accenture completed 23
Al-related acquisitions in 2025, reflecting the consulting industry's race to embed Al
capabilities.
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Section 4: Al's Transformation of Trading & Capital
Markets

4.1 Algorithmic Trading Market Overview

The global algorithmic trading market reached $21.06 billion in 2024 and is projected to
achieve $42.99 billion by 2030, growing at a 12.9% CAGR. The Al trading platform
market specifically reached $11.26 billion in 2024 and is expected to grow to $69.95
billion by 2034 at a 20.04% CAGR.

Machine-driven trading now represents approximately 55% of U.S. equity market
volume and 80% of foreign exchange futures trading volume. This dominance reflects
Al's superior capabilities in pattern recognition, execution speed, and risk management
compared to human traders.

Market Segment 2030 CAGR Key Drivers
Projection

Algorithmic Trading $21.06B $42.99B 12.9% Institutional adoption,
efficiency
Al Trading Platforms $11.26B $69.95B* 20.04% ML integration, retail
access
High-Frequency $8.2B $14.5B 10.8% Latency competition,
Trading infrastructure
*2034 projection

4.2 Al Applications in Trading

Modern Al trading systems leverage multiple complementary technologies, each
addressing specific aspects of the trading process.

‘ Al Technology Trading Application m Adoption Rate

Deep Learning Price prediction, pattern 30-50% improved 75% of quant funds
recognition accuracy

Natural Language News/sentiment analysis Real-time market 85% of institutions

Processing sentiment

Reinforcement Strategy optimization 15-25% performance = 45% of algo traders

Learning gains

Computer Vision Chart/technical analysis Automated pattern 60% of technical
detection traders

Neural Networks Risk modeling 40% better risk 80% of risk managers
assessment
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4.3 Regional Trading Market Dynamics

North America dominates the algorithmic trading market with 33.6-47.3% market share
in 2024, driven by sophisticated financial ecosystem, advanced technology
infrastructure, and regulatory frameworks supporting innovation. Asia-Pacific represents
the fastest-growing region with 12.4% CAGR, fueled by expanding retail participation
and institutional modernization.

Region 2024 Market 2030 Projected Key Characteristics
Share CAGR

North America 33.6-47.3% 8.5% Innovation hub, regulatory
leadership

Europe 28.2% 7.8% MiFID Il compliance,
institutional focus

Asia-Pacific 22.1% 12.4% Fastest growth, retail adoption

Rest of World 6.5% 9.2% Emerging markets,

infrastructure build

4.4 Market Structure Implications

Al's proliferation in trading is fundamentally reshaping market structure. Latency
competition has evolved from milliseconds to microseconds to picoseconds, with firms
deploying field-programmable gate arrays (FPGAs) and custom fiber routes to capture
an estimated $5 billion annual value tied to latency arbitrage.

The passive investment boom (global ETF assets reached $13.8 trillion in 2024) has
catalyzed index-rebalance algorithms that must execute massive trades while
minimizing market impact. Cross-asset algorithms increasingly scan correlations
between traditional securities and digital assets, broadening systematic fund strategies.

Retail investor access to low-code automation platforms is democratizing algorithmic
trading, with retail algo traders projected to grow at 10.8% CAGR through 2030. This
shift is reshaping competitive dynamics and forcing professional traders to seek alpha in
increasingly niche strategies.
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Section 5: Al Transformation of M&A Deal Execution

5.1 The Due Diligence Revolution

Al is fundamentally transforming M&A due diligence, reducing timelines, costs, and
error rates while improving insight quality. When cryptocurrency exchange Kraken
acquired NinjaTrader for $1.5 billion in April 2025, Al enabled completion of due
diligence in hours rather than the weeks traditionally required.

According to Thomson Reuters, Al can reduce due diligence document review time by
up to 70% on average. PwC research indicates businesses achieve 30-40% reduction
in manual data extraction time through Al automation.

Due Diligence Traditional Al-Enabled Improvemen | Tools
Task Timeline Timeline t

Document Review = 4-6 weeks 1-2 weeks 60-75% Kira, Luminance, V7

Contract Analysis 2-3 weeks 2-4 days 70-85% Imprima Al, Diligent

Financial Analysis 3-4 weeks 1-2 weeks 50-60% Custom ML models

Risk Identification 2-3 weeks 3-5 days 65-80% NLP, pattern
recognition

Data Room Setup 1-2 weeks 1-3 days 80-90% Drooms Al Intralinks

5.2 Al Adoption in M&A Process

Gen Al adoption in M&A is accelerating rapidly. According to Bain & Company, only
16% of deal teams employed generative Al in 2023, but this is forecast to surge to 80%
by 2028. Early adopters report compelling results, with an average cost reduction of
roughly 20% and 40% of respondents reporting 30-50% faster deal cycles.

Despite high excitement, only 30% of M&A professionals engage with gen Al at
moderate to high levels. The majority use Al for target identification and due diligence,
with specialized Al agents reading and summarizing diligence files, extracting insights
from internal data, and drafting search criteria automatically.
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Al M&A Application Adoption Rate | Reported Benefit Maturity Level
(2025)

Target Identification 45% 3-5x more targets Mainstream
screened

Due Diligence Automation = 40% 60-70% time reduction Growing

Valuation Modeling 35% Real-time scenario Emerging
analysis

Deal Documentation 30% 50% faster drafting Emerging

Integration Planning 25% Improved synergy capture = Early

5.3 Al Due Diligence Tool Landscape

The market for Al-powered M&A tools has exploded, with solutions addressing every
phase of the deal lifecycle.

5.3.1 Document Analysis & VDR Tools

Imprima Al reduces VDR structuring time by 90% through automatic document
categorization. Kira.ai extracts provisions and highlights critical contract terms. Drooms
Al Assistant automatically categorizes, structures, and extracts key insights from
financial statements, contracts, and compliance documents, reducing review time by
50% or more.

5.3.2 Target Screening & Valuation

Al algorithms scan market data to identify potential acquisition targets matching specific
criteria. Machine learning models analyze historical transaction data to identify pricing
patterns and optimal deal structures. NLP tools monitor news, social media, and
industry publications to detect early signals about potential targets.

5.3.3 Integration Planning

Companies using Al for due diligence report 30-40% lower professional service fees
and 25% reduction in post-merger integration costs. Al enables continuous monitoring
of integration progress and early identification of synergy realization challenges.
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Section 6: Private Equity and Al Investment Dynamics

6.1 Record Dry Powder Levels

Global private equity dry powder reached a record $2.62 trillion in mid-2024,
representing massive undeployed capital seeking investment opportunities. U.S.-based
firms held $914.5 billion in dry powder, an 18% increase from 2019 levels. This capital
overhang creates both opportunity and pressure, as PE firms face investment period
deadlines and LP expectations.

By September 2025, dry powder held by US-based PE funds dropped to approximately
$880 billion from the December 2024 record of $1.3 ftrillion, indicating accelerated
deployment as market conditions improved and Al investment opportunities
materialized.

N T T

Global PE Dry Powder $2.51T $2.62T $2.45T Declining as
deployed
US PE Dry Powder $772B $914B $880B Active
deployment
PE Deal Volume ~4,200 ~4,750 ~2,900 (H1) Recovering
PE Deal Value $680B $730B $510B (H1) +8% YoY
Avg Hold Period 6.5 years 7.0 years 6.8 years Stabilizing

6.2 Technology and Al Focus

Technology deals accounted for 40% of all private equity deployment by value in Q3
2024, with Blackstone's $16 billion acquisition of data center platform Airtrunk
representing the quarter's largest deal. Software-as-a-service remains a particularly
strong market for PE deals, proving resilient even during challenging deal environments.

Middle market buyout funds focusing on companies valued at $1 billion or less saw
increased activity in 2024, with middle-market deals accounting for 95% of all M&A deal
activity. Middle-market dry powder has declined as capital is actively deployed, signaling
PE's confidence in Al-adjacent opportunities.
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6.3 PE Value Creation Through Al

Private equity firms increasingly view Al not as a standalone investment category but as
a value creation lever across portfolio companies. Al can help PE firms source deals
faster by analyzing large volumes of potential target data, identifying hidden gems that
might otherwise be overlooked.

Al applications in PE portfolio management span fraud detection, investor relations
personalization, compliance monitoring, and exit timing optimization. By simultaneously
analyzing historical transactions, market trends, and economic indicators, Al helps fund
managers optimize exit timing for maximum returns.

PE Al Application Value Impact Adoption Key Benefit
Stage

Deal Sourcing 3-5x pipeline Growing Pattern recognition in targets
expansion

Due Diligence 40-60% time Mainstream Document analysis automation
savings

Portfolio Monitoring Real-time insights Growing Performance prediction

Value Creation 15-25% EBITDA Emerging Operational optimization
improvement

Exit Optimization Better timing Early Market condition analysis
accuracy
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Section 7: Industry-Specific M&A and Valuation
Analysis

7.1 Technology Sector Deep Dive

The technology sector continues to command the highest M&A activity and valuation
premiums, with distinct dynamics across subsectors.

Tech Subsector 2024 M&A \"e] Avg
Activity EV/Revenue | EV/EBITDA

Al/ML Pure Play $55B+ 25.8x N/A (pre-profit) Direct
beneficiary
Cybersecurity $42B 6.2x 18.5x Al-enhanced
products
Cloud Infrastructure $68B 8.5x 22.0x Al workload
demand
Enterprise SaaS $95B 5.5x 18.0x Al feature
integration
Semiconductors $48B 4.5x 34.5x Al chip shortage
DevOps/Developer $22B 8.0x 36.5x Al coding
Tools assistants

7.2 Healthcare Sector Analysis

Healthcare and life sciences executives are optimistic about increased M&A activity in
2025, with Al expected to fuel dealmaking in biotech and healthcare technology.
Companies demonstrating FDA alignment or reimbursement integration routinely
achieve 5-10x revenue multiples.

Healthcare Avg Al Application Deal Activity Trend
Subsector EV/EBITDA

Healthcare IT 22.01x Clinical Al, workflow Strong, consolidating
automation
Healthcare Products 21.20x Diagnostic Al, precision Active, strategic
medicine
Hospital/Healthcare 8.11x Operations optimization Moderate, PE interest
Facilities
Biotech/Pharma 15.37x Drug discovery Al Very active, pipeline focus
Healthcare Support 11.32x Admin automation Growing, efficiency plays
Services
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7.3 Financial Services Sector

Fintech M&A saw a 46% increase in 2024 compared to the prior year, with over 600
transactions recorded. Al-related deals comprised 17% of all fintech transactions in Q3
2025, as traditional financial institutions acquire Al capabilities defensively.

Fintech Subsector Avg Al Integration Valuation Driver
EV/Revenue

Al-Native Fintech 8.0-12.0x Core product feature Growth, retention

Payments 4.5x Route optimization, fraud Volume, margins

Lending/Credit 3.5x Risk modeling, Default rates, efficiency
underwriting

WealthTech 6.0x Portfolio optimization AUM, personalization

InsurTech 5.5x Claims automation, Loss ratios, growth
pricing

7.4 Energy and Industrial Sectors

While energy sector M&A declined 5% in 2024 to $295 billion, Al applications in
predictive maintenance, grid optimization, and carbon tracking are driving selective deal
activity. Private equity firms are actively deploying capital into Al-enabled energy
infrastructure, particularly data centers requiring massive power capacity.

The convergence of Al infrastructure and energy is creating new deal categories.
CoreWeave's $9 billion acquisition of Core Scientific represents vertical integration of
compute and power infrastructure, recognizing that Al scaling constraints increasingly
relate to energy availability rather than processing capability.
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Section 8: Historical Deal Comparisons & Benchmarks

8.1 Mega-Deal Historical Context

Placing current Al valuations in historical context reveals both the unprecedented nature
of current deal sizes and relevant precedents from prior technology cycles.

Deal (Year) Value Multiple at Outcome/Learning
Close

AOL-Time Warner $182B 28x EBITDA Value destruction, integration failure
(2000)

Microsoft-LinkedIn $26.2B 7.2x revenue Successful integration, synergy capture
(2016)

Google-Fitbit (2021) $2.1B 4.8x revenue Regulatory challenges, delayed close
Microsoft-Activision $68.7B 12x EBITDA 18-month close, regulatory scrutiny
(2023)

Synopsys-Ansys (2024) = $35B 48.8x EBITDA Al capability premium

Google-Wiz (2025) $32B ~35x ARR Al security infrastructure value

8.2 Technology M&A Cycle Analysis

The technology M&A market exhibits distinct cyclical patterns, with the current Al-driven
cycle showing similarities to both the dot-com era and the cloud computing wave of the
2010s.

Cycle Peak Year | Catalyst Avg Key Deals
Premium

Dot-Com 2000 Internet adoption 150-300% AOL-TW, JDS-SDL
Web 2.0/Social 2012-2014 Mobile, social 80-150% FB-Instagram, MS-Skype
platforms
Cloud First 2018-2021 Saas, cloud infra 50-100% MSFT-GitHub,
Salesforce-Slack
Al/ML 2024-2025+  GenAl, LLMs 100-500% MSFT-OpenAl,
Google-Wiz
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8.3 Valuation Multiple Evolution (2019-2025)

Tracking valuation multiple evolution reveals how market sentiment and fundamentals
interact to shape deal pricing over economic cycles.

Year S&P 500 Tech SaaS Al EV/Revenue
EV/EBITDA EV/Revenue EV/Revenue

2019 13.2x 3.8x 8.5x 12.0x*
2020 15.8x 5.2x 14.0x 18.5x
2021 18.5x 6.8x 18.5x 28.0x
2022 12.4x 3.5x 7.0x 15.0x
2023 13.8x 4.0x 6.5x 18.0x
2024 15.2x 4.5x 7.5x 22.0x
2025 16.5x 5.0x 8.5x 25.8x

*Limited sample pre-ChatGPT
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Section 9: Deal Financing & Capital Structure Trends

9.1 Debt Financing Environment

The debt financing environment has evolved significantly through the Al boom, with
implications for deal structures and pricing.

In 2024, the average cost of debt on private equity deals decreased to 8.2% from the
August 2023 peak of 9.7%. However, debt costs remain above historical averages,
requiring sponsors to navigate higher financing costs and optimize capital structures
carefully.

Mot 12023 | 2024|2025 | Impacton Al Deals

Avg PE Debt Cost 9.7% 8.2% 7.5% Improving deal economics
Debt/EBITDA (Avg) 4.8x 5.1x 5.3x Modest leverage increase
Syndicated Loan Depressed 2x 2023 Growing Bank re-engagement
Volume

Private Credit AUM $1.5T $1.7T $2.0T+ Alternative financing growth

9.2 Al Venture Capital Funding Dynamics

Al companies captured approximately 50% of all global venture capital in 2025, up from
34% in 2024. The concentration intensifies in mega-rounds: 73% of deals exceeding
$500 million went to Al companies in November 2025. OpenAl, Anthropic, and xAl
combined raised $86.3 billion in 2025, representing 38% of total Al funding.

2024 Median 2025 Median Al Premium vs Non-Al
Valuation Valuation

Pre-Seed $3.6M $4.2M +35%
Seed $10.0M $17.9M +42%
Series A $45.7M $51.9M +20%
Series B $366.5M $420M +25%
Series C+ $800M+ $1.2B+ +30-50%
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9.3 Creative Deal Structures

The Al M&A market has catalyzed innovative deal structures that blur traditional
boundaries between acquisitions, partnerships, and investments.

‘ Structure Type m Strategic Purpose

Infrastructure Stargate $500B Long-term capacity security
Commitment

Minority Stake + MS-OpenAl $13B+ Capability access without control
Partnership
Talent Acquisition Scale Al talent Varies Team acqui-hire with tech

deals
Continuation Vehicles PE Al portfolio $50B+ Extended hold for Al value creation
Consortium Deals EA take-private $55B Risk/capital sharing

9.4 Secondaries Market Growth

The secondary market experienced robust growth in 2024-2025, with transaction
volumes expected to reach record levels. Secondary transactions provide liquidity for Al
investments with extended development timelines, allowing early investors to realize
returns while new capital enters.

PE firms are increasingly utilizing continuation funds, GP-led secondaries, and NAV
financing to manage Al portfolio companies requiring extended hold periods. The
secondaries market has become a permanent fixture in portfolio management and
liquidity planning.
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Section 10: Future Outlook & Strategic Implications

10.1 2026-2027 M&A Market Projections

The M&A market outlook remains constructive, with the EY-Parthenon Deal Barometer
projecting US deal volumes to grow approximately 10% in 2025 followed by 3% growth
in 2026. Deal values are on track to surpass $2 trillion in 2025, driven by larger
transactions.

‘m 2025 Actual/Est 2026 Projection 2027 Outlook

Global M&A Value $4.6T+ $4.8-5.2T $5.0-5.5T
Al-Specific Deal Value $120B+ $150-180B $200-250B
PE Deal Activity +8% YoY +5% YoY +3-5% YoY
Corporate M&A Activity = +10% YoY +3% YoY +3-5% YoY
Megadeals (>$5B) 111 120-130 130-145

10.2 Al Valuation Outlook

Al valuations face both sustaining forces and potential compression pressures.
Foundation model companies will likely maintain premium multiples as long as revenue
growth trajectories remain steep. However, application-layer companies may face
multiple compression as market saturation and competition intensify.

Key valuation signals to monitor include gross margin sustainability, net revenue
retention trends, Al-specific R&D efficiency, and regulatory compliance costs.
Companies demonstrating Rule of 40 compliance (growth rate + profit margin > 40%)
will command sustained premiums.

10.3 Sectoral Opportunity Assessment

M&A Valuation Key Catalysts
Outlook Trend

Al Infrastructure Very Active Premium Compute demand, power needs
sustained

Healthcare Al Growing Moderate FDA approvals, clinical validation
premium

Financial Al Active Stabilizing Regulatory clarity, proven ROI

Industrial Al Accelerating Expanding Automation needs, labor shortages

Consumer Al Volatile Compressing Unit economics challenges

Page 24 | Prepared by John J. Shay IV | February 2026



Al Impact on M&A, Trading & Valuations | Deep Dive Analysis

10.4 Strategic Recommendations

10.4.1 For Corporate Acquirers

Focus on capability gaps rather than revenue acquisition. The most successful Al M&A
integrations prioritize talent retention and technology assimilation over immediate
financial synergies. Develop Al-specific due diligence capabilities and consider minority
investments or partnerships as alternatives to full acquisitions.

10.4.2 For Private Equity Sponsors

Deploy Al across portfolio operations before pursuing Al-native acquisitions. The
greatest PE value creation opportunity lies in Al-enabling traditional businesses rather
than paying Al premiums for pure-play companies. Extend hold period assumptions for
Al-intensive investments and develop sector-specific Al playbooks.

10.4.3 For Founders & Sellers

Emphasize Al's operational integration rather than surface-level adoption. Buyers pay
premiums for demonstrable efficiency gains, customer outcomes, and proprietary data
assets. Focus on revenue growth given the dominance of EV/Revenue multiples in Al
valuations.

10.4.4 For Investors

Maintain discipline despite Al excitement. The most successful investors recognize that
Al enhances but does not replace fundamental valuation principles. Focus on
companies demonstrating sustainable unit economics and clear paths to profitability at
scale.
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Appendix A: Data Sources & Methodology

A.1 Primary Data Sources

» Damodaran Online (NYU Stern): EV/EBITDA multiples by industry (6,000+ US
companies)

* Crunchbase: Al funding round data (53,000+ transactions, 2010-2024)

* Mergermarket: M&A deal data, Al sector analysis

PitchBook: Private equity deal metrics, dry powder analysis

CB Insights: Al unicorn tracking, State of Al reports

PwC Global M&A Industry Trends

Bain & Company M&A Reports

McKinsey Gen Al in M&A surveys

Grand View Research, Mordor Intelligence: Market sizing

A.2 Valuation Methodology Notes

EV/Revenue multiples are calculated as Enterprise Value divided by trailing twelve
months revenue. Enterprise Value equals market capitalization plus total debt minus
cash and equivalents. For private companies, valuations use post-money figures from
disclosed funding rounds.

EV/EBITDA multiples use EBITDA estimated by adding depreciation and amortization
back to operating income. Analysis excludes companies with negative EBITDA unless
specifically noted. Al company classification requires core Al capabilities central to the
business model, excluding companies using Al as an ancillary feature.
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Appendix B: Glossary of Terms

fom—— Jootuton

ARR
CAGR

Dry Powder
EV/EBITDA
EV/Revenue
FPGA
GenAl

HFT

LLM

NLP

NRR

PE

Rule of 40
TAM

VDR

Annual Recurring Revenue - normalized annual value of subscription revenue

Compound Annual Growth Rate - geometric progression rate over multiple
periods

Committed but undeployed capital in private equity funds

Enterprise Value to EBITDA - standard profitability-based valuation multiple
Enterprise Value to Revenue - common for high-growth companies
Field-Programmable Gate Array - configurable integrated circuits for HFT
Generative Al - Al systems that create new content (text, images, code)
High-Frequency Trading - algorithmic trading at microsecond speeds
Large Language Model - Al model trained on text data for language tasks
Natural Language Processing - Al analysis of human language

Net Revenue Retention - recurring revenue retained including expansion
Private Equity - alternative investment class focused on private companies
SaaS benchmark: growth rate + profit margin should exceed 40%

Total Addressable Market - maximum revenue opportunity

Virtual Data Room - secure platform for M&A document sharing
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Appendix C: About the Author

John J. Shay IV is an M&A executive and Al strategist with 15+ years of experience
closing over $4 billion in transactions across Google, Intuit, Fitbit, Philips Healthcare,
and Thermo Fisher Scientific. Following a strategic sabbatical to build hands-on Al
expertise, including completing MIT's Al Executive Program and developing 10+
production Al systems, he combines deep M&A domain knowledge with practical Al
implementation experience.

John operates Global Gauntlet Al consulting and Gauntlet Gallery, a San Francisco art
business established in 2012. His unique perspective bridges traditional corporate
development with emerging Al applications, enabling practical insights for dealmakers
navigating the Al-transformed capital markets landscape.

Contact Information

LinkedIn: linkedin.com/in/jjshay
Portfolio: bit.ly/jjshay

Disclaimer

This report is provided for informational purposes only and does not constitute
investment advice, legal advice, or recommendations to buy or sell any securities. The
author has made reasonable efforts to ensure accuracy but cannot guarantee the
completeness or reliability of all data. Readers should conduct independent analysis
and consult qualified professionals before making investment or business decisions.

Historical performance and valuations discussed do not guarantee future results. The Al
and M&A markets are subject to significant volatility and regulatory change. All
projections and forecasts represent estimates based on available data and assumptions
that may prove incorrect.

© 2026 John J. Shay IV. All rights reserved.
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