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Executive Summary

Global M&A surged 43% to USD 4.7 trillion in 2025, driven by arena sector premiums,
portfolio optimization, and large-cap consoliaation. With USD 2.2 trillion in PE dry
powder ready to aeploy.

“The deals that have been Global M&A rebounded sharply in 2025, with deal
best received are the ones value rising 43% to USD 4.7 trillion, driven by four
where people are talking structural forces. Portfolio optimization

about buying businesses
where theres real strategic
logic, real synergies,

accelerated as divestitures climbed 30% to USD
1.6trillion amid heightened activist pressure.

businesses that tend'to be Arena sectors software, cloud, biopharma,

less cyciical or volatile.” payments, and industrial electronics captured
Jay Hofmann 40% of global value at 271x EV/EBITDA, nearly 2x
Co-Head of North America traditional industries, cementing digital assets
M&A, J.P. Morgan as the core capital battleground.

Large-cap consolidation dominated, with over
half of USD 4 billion plus deals focused on scale,
synergies, and margin defense. Meanwhile, USD
2.2 trillionin PE dry powder and extended hold
cycles underpin sustained deal momentum into
2026.

For US PE and advisory firms, institutionalizing a
data-driven synergy engine is now a strategic
imperative.

$4.7T 4O%

Global M&A Deal Value 2025 Arena Deal Share of Value

$2.2T1 30%

PE Dry Powder Available Divestiture Value Growth
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Chapter 01

Arena Industries Drive
Premium Valuations

Arena sectors now arive 40% of global M&A deal value at 27.1x
EV/EBITDA, a structural premium strategic buyers must price into every

capital allocation decision.

In 2025, arena industries fast-growing,
technology-led sectors such as software,
cloud services, payments, industrial
electronics, biopharma, streaming,
semiconductors, e-commerce, electric
vehicles, and others accounted for 40%
of global M&A deal value, a sharp rise from
just 7% two decades earlier. These arena
targets commanded a substantial
valuation premium, trading at an average
EV/EBITDA multiple of 27.1x compared to
14.9x for traditional non- arena sectors.
This premium reflects the market’s

willingness to pay significantly more for
durable growth, recurring revenue
models, and strong network effects
inherent in digital and biotech assets.
Within the arena group, software led with
27% of deal value, followed by biopharma
at 18%, information-enabled business
services at 15%, cloud services at 12%,
industrial electronics at 11%, video and
audio entertainment at 6%, and
payments at 5%. This structural shift
underscores the dominance of high-
growth digital and transformative sectors
in driving contemporary M&A activity.

Total Deal Value by Arena Deal Value and Arena Deal Value by Industry

Arena deal value surged from $7T to S40T between 2005 and 2025, dramatically expanding its share
of total M&A while non-arena activity declined proportionally.
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Chapter 02

Portfolio Reshaping,
Core Value Creation

Lever

In 2025, strategic portfolio optimization via spin-offs and carve-
outs surged 30% to S1.6T the highest divestiture value since 2021,

The global M&A market rebounded with
exceptional force in 2025, with total deal
value surging 43% to USD 4.7 trillion 20%
above the ten-year average of USD 3.9
trillion. Within this broader resurgence,
one of the most defining strategic shifts
was the accelerated pace of portfolio
optimization. Divestitures encompassing
spin-offs, split-offs, carve-outs, and
asset sales grew 30% year-over-year to
USD 1.6 trillion, the highest level since
2021, reflecting a deliberate, board-driven
imperative to streamline portfolios and
redeploy capital into high conviction
growth areas.

The Americas led this strategic reshaping,

accounting for USD 901 billion nearly 58%
of global separations activity, a reflection
of the region’s hyperactive acquisition
environment and investors' appetite for

focused, high-return portfolios. In parallel,

activist investor campaigns surged to a
five-year global highin 2025, rising 15%
from 2024, with US-based activists
leading over half of all campaigns.
Critically, approximately one-third of
those campaigns were directly M&A-
related, with activists securing arecord
number of US board seats and driving
faster settlements compelling CEOs and
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boards to accelerate portfolio reviews on
shortened timelines. For strategic buyers
in private equity and investment banking,
the implications are unambiguous.
Portfolio optimization through disciplined
carve-outs and spin-offsisnolongera
reactive measure triggered by activist
pressure; itis a proactive, recurring
capability that top-tier acquirers embed
into their strategic operating rhythm.
Firms that execute separations with
precision unlock capital for reinvestment,
improve EBITDA margins in retained
businesses, and attract higher quality
acquirers for divested assets.

The 30% increase in divestiture value,
combined with elevated activist
engagement, is expanding price
discovery opportunities particularly in
carve-outs, where stand alone
positioning and operational clarity often
command valuation premiums relative to
their prior consolidated treatment within
parent portfolios. Firms with real-time
visibility into corporate portfolio
misalignment, separation readiness, and
activist campaign trajectories will
possess a material edge in identifying
asymmetric investment opportunities
before the broader market prices themiin.
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Chapter 03

Consolidation
Mergers
Dominate
Scale, Cost
Synergies

Over 50% of 2025 deals > S4B were
consolidation-ariven, helping low-growth
firms protect margins, reauce costs, and
defend position.

Consolidation defined 2025 M&A. Over
50% of transactions above USD 4 billion
focused on in-market combinations to
achieve scale, reduce per-unit costs,
rationalize infrastructure, and gain
procurement leverage amid slow organic
growth and high capital costs. This trend
was strongest in financial services, TMT,
and global energy & materials.

Financial services deal value rose 43% to
USD 660 billion, fueled by banking
consolidations. The fragmented US
market (over 4,000 institutions) faces
pressure from tech/regulatory costs and
funding gaps versus large banks; the
Fed’s July 2025 proposal to ease “well-
managed” criteria is expected to
accelerate activity into 2026. In EMEA,
top-five banks in Austria and Germany
hold under 40% of assets, signalling
multi-year consolidation potential.
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TMT led consolidation, contributing 10 of
the 20 largest global deals and growing
61% to USD 1.1 trillion. Union Pacific’'s USD
89.5 billion acquisition of Norfolk
Southern creating the first
transcontinental US railroad highlighted
mega-consolidation: unmatched scale,
infrastructure control, and long-term cost
synergies unattainable organically.

For investment bankers and PE teams,
consolidation requires advanced synergy
modelling: bottom-up cost analysis
(headcount, tech deduplication, facilities,
procurement) and revenue cases
grounded in customer overlap, cross-sell
rates, and geographic whitespace.
Acquirers delivering integrated, phased
synergy roadmaps with clear
accountability secure better market
reactions, lower financing costs, and
stronger execution.
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Chapter 04

PE Dry Powder Fuels Large Deal

Momentum

USD 2 2 trillion PE dry powaer, 6.2-year holas drive large buyouts, ada-ons, and
consolidations fueling strong deal flow for US PE and banking through 2026.

Arecord USD 2.2 trillion in private equity
dry powder built from years of delayed
exits creates strong upward pressure on
M&A activity. In 2025, PE-led deals surged
549 to USD 1.2 trillion, with average deal
size rising to USD 890 million as sponsors
focused on fewer, larger transactions for
efficiency.

Deployment urgency is heightened by
extended hold periods (6.2 years in 2025
vs. 4.0 years in 2009) and LP pressure for
liquidity, plus fundraising dropping 34% to
USD 440 billion (from $671 billion) in the
four quarters to Q2 2025. This forces
accelerated exits via secondary buyouts
and sponsor-to-sponsor deals, boosting
large-transaction volume. In the
Americas, PE deal value jumped 84% to
USD 746 Dbillion, with average size

up 89% to USD 1.2 billion. Potential US
legislation opening 401(k) accounts to
alternatives could unlock USD 9 trillion,
potentially doubling the PE addressable
market to USD 12 trillion in six years. High-
deployment sectors include software,
domestic financial services, digital
infrastructure, and Al-adjacent tech
offering growth premiums and resilience
to trade disruptions.

For US investment bankers, this
translates to ongoing mandates in
leveraged buyouts, platform builds, add-
ons, and sponsor-to-sponsor deals
through 2026-2027. Research teams gain
alpha opportunities from analyzing
sponsor portfolios, exit timing,
continuation vehicles, and secondaries.

The 2025-2026 M&A cycle is defined by one non-negotiable truth:.
With USD 4.7 trillion in global deal value, USD 2.2 trillion in PE dry
powder, 40% of deal value flowing into premium-valued arena
industries, and consolidation driving the majority of large

transactions, strategic buyers who build institutional synergy
capability across cost, revenue, and capital dimensions will
consistently outperform those who treat synergy capture as

secondary to closing.
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Work With Us

RCK Analytics is a global provider of high-
quality investment research, investment
banking support, PE/VC insights, data
science and engineering solutions,
market research, analytics, and
assurance services. We serve a diverse
client base including investment firms,
PE/VC funds, asset managers, hedge
funds, investment banks, consulting
firms, and corporates across sectors.
Backed by a skilled team, we deliver data-
driven insights and strategic support to
help clients make informed decisions and
drive financial outcomes.
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