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It is a critical time for the Aerospace & Defense sector with a number of significant factors re-shaping
industry landscapes, including:
An easing of supply chain challenges within commercial aerospace
Accelerating M&A activity enhanced by PEs looking to exit assets held for extended periods
Increasing acceptance in investor sentiment that current levels of demand in the defense sector
are sustainable, creating a more conducive environment for M&A

In our latest DC Discusses article, our global Aerospace, Defense & Government Services team
provides an update on commercial aerospace and defense M&A activity.

The industry’s evolving
pressures and policies

Macroeconomic factors continue to impact the
commercial aerospace industry. The imposition of US
tariffs has created a high degree of uncertainty for an
industry that has historically been sheltered from the
impact of tariffs due to the 1979 agreement on Trade
in Civil Aircraft', which applies to over 30 countries
and creates a zero-for-zero fair and reciprocal trade
agreement in civil aviation.

Whilst countries and companies continue to grapple with
the effects of these tariffs in what is a dynamic situation,
the UK has managed to secure a trade deal?, offering

a perhaps temporary, competitive advantage versus
European counterparts.

A market ripe for
consolidation

Despite this continued uncertainty, a long-anticipated
easing of supply chain challenges within the
commercial aerospace sector is starting to take
shape, with Original Equipment Manufacturers
(OEMs) gradually ramping up build rates as supplier
performance improves and output increases.
However, with the recent reports that Airbus and
Boeing order books remain at record levels® and
continued demand from airlines, we believe favorable
market tailwinds should remain for the medium to
long-term.

We see this very much reflected in listed company
valuations with both US and European OEMs and
equipment manufacturers which, have increased by 24%*
year to date and are trading at an average EV/EBITDA
multiple of ~20x°.

The current environment lends itself to further market
consolidation as the supply chain looks for ways to
improve efficiency and investors seek opportunities

to deploy capital in a growing market. We anticipate a
steady stream of private equity owned assets coming to
market over the next 12-24 months as investors seek

to divest assets that have been held for longer than is
typical due to the impact of the Covid-19 pandemic and
the aforementioned supply chain challenges. This trend is
already starting to manifest with 185 deals in the defense
sector announced in 2025 YTD®. We saw this recently
with the sale of Senior plc’s Aerostructures business

to Sullivan Street Partners’, following a very prolonged
process.

Last September, our global team advised Strikwerda
Investment and SPS - a full-service equipment leasing
provider for airport operations and ground service
equipment (GSE) at 15 airports across Western
Europe - on its sale to CVC DIF — a global mid-market
Infrastructure equity fund manager®. Simultaneously with
this transaction, CVC DIF acquired two GSE providers,
HISERV and CTC Moyson, headquartered in Germany
and Brussels respectively. These acquisitions aimed to
create a leader in European aviation GSE leasing and
support further expansion as the GSE market

evolves rapidly.

Global Aerospace & Defense M&A deal volumes: 2019 - 2025 YTD
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Pitchbook: Deal Date: From: 01 Jan 2019; Deal Option: Search on a full transaction; Deal Status: Completed; Announced/In Progress; Deal Types: All Buy-
out Types; M&A/Control Transactions; Public Investments > IPO; Industries: Business Products and Services (B2B) > Commercial Products > Aerospace
and Defense. Please note that others may differ in how to categorize the subsectors we reviewed, how to define those categories, and the methodologies
that we employed to analyze them; accordingly, our findings are not dispositive, and others may arrive at different results. The cited data has not been
reviewed by PitchBook analysts and may be inconsistent with PitchBook methodology.

2 3



A notable shift in investor
sentiment and appetite

The notable shift in government policy due to the
ongoing geopolitical turmoil and increased pressure

on European NATO countries to spend 5% of GDP on
defense® has been a big topic of conversation amongst
private equity and broader private capital.

This has resulted in European defense valuations
increasing by 87% YTD as investors seek to capitalize
on continued demand for short-term requirements
related to the war in Ukraine and a longer-term
rearmament cycle both of which have driven order books
to record levels." Additionally, the US has recently
committed to increase defense spending by 13.4% to
align with the global threat environment.

Despite this, there is still a notable disparity between US
and European defense valuations with the former trading
at 17x" versus the latter at 22x".

As government policies change, so too are perspectives

on defense investment as financial investors seek

to gain exposure to a growing market and strategics

look to rebalance their geographic exposure. This has

manifested itself in a number of ways, including:

* Anincrease in funds being raised with a primary
focus on investing in assets with direct exposure to
European defense and dual-use technology

+ Arealignment of investment strategies in existing
funds not restricted by LP agreements to increase
focus on defense

* Increased appetite to deploy in Europe from US
strategics who are seeking to rebalance their
geographic exposure

An evolving group of
investors and strategies

Despite the increased appetite we are seeing from
private capital, there is still a preference to invest in
assets that are more ‘defensive’ in nature, with growing
interest from investors in dual use technologies as a way
to increase exposure in a controlled way.

Some recent notable examples of these evolving
strategies include Porsche SE's intention to team up with

family offices on defense sector investment™, and Blue
Five Capital’s launch of a European defense focused
fund®.

US strategics are also active, considering opportunities
to gain exposure in the European market in light of the
expected growth in spending. In the short- to mid-term
we believe there are continued opportunities for less-
restricted US investors to capitalize on UK and European
Defense assets.

This growing interest does raise questions about the
balance between European sovereign capabilities and
the influence of US investors. We are interested in seeing
how this trend develops between US and European
investors, and whether we will see partnerships like the
Anduril and Rheinmetall joint venture'” become more
commonplace.

Rearmament driving short-
term demand and shaping
long-term need

As European defense becomes more attractive to new
and existing investors, we anticipate an acceleration in
sector consolidation in the UK and European markets
in order to meet the required output from a rearmament
perspective and higher levels of future spending
discussed. This trend is already being realized with 108
transactions announced in the defense sector globally
this year, nearly half of which involved private equity™.

However, the current environment has several

implications for M&A processes in the sector, due to:

*  All-time high valuations of European defense
primes'® impacting seller value expectations

+ The sustainability of current levels of profitability
increasing complexity for buyers when seeking to
value privately-owned assets, albeit there is an
increasing acceptance that current levels of demand
are sustainable; and

+ The increased focus from European NATO members
on maintaining and enhancing sovereign capabilities

Our global Aerospace, Defense and Government
Services team has recent, relevant experience of
navigating these challenges having advised Sun
European Partners on the sale of Wescom Signal

& Rescue (Wescom) to Albion River in July 2025%.
Wescom is a global leader in the manufacturing and

distribution of highly engineered pyrotechnic products
for the marine and defense industries, serving
customers in over 123 countries. Wescom benefited
from an increase in orders due to the Ukraine conflict
but we were able to help articulate that this is a long-
term trend due to increased spending by European
countries on defense and training due to the palpable
increased perception of threat rather than a short-
term spike.

In addition to this, in October 2024, we advised
Parcom on its investment in Robin Radar?' - a global
leader in radar systems that detect and classify
drones and birds, serving the defense, security, and
aviation sectors. Robin Radar’s rapid expansion in
the past few years led to a review of strategic options,
including the entry of a new cornerstone investor

to support the next phase of growth. Through its
partnership with Parcom, Robin Radar Systems will
have capability to expand in key markets, invest in

Commercial aerospace

We believe the outlook is positive for commercial
aerospace M&A with record OEM order books, strong
passenger demand and an easing of supply chain
issues creating a conducive environment for strategics
and investors alike to consolidate the market.

the development of new radar solutions, and boost its
North American presence to seize new opportunities and
better serve international customers.

Several areas of interest have emerged in the defense
sector in response to macroeconomic policy changes.
We have so far witnessed active interest in companies
that are able to solve the short-term rearmament need,
primarily focused on ammunition and air defense
systems (both radars and missiles) — seen recently with
Saab? seeking out acquisitions and joint ventures. We
have also observed interest in products that have a dual
use for both defense and broader Industrial applications.
Additionally, we see larger players interested in
accelerating development cycles through strategic
acquisitions of assets with desirable technology.

Defense

Government defense spending commitments in both
the US and Europe? have driven a shift in investor
sentiment towards the defense sector. The market is
benefiting from strong tailwinds as it seeks to address
both short-term demand and long-term rearmament
needs. As a result, we anticipate an uptick in M&A
activity in the sector as sellers seek to capitalize on
strong performance and buyers look to gain exposure to
the fast-growing defense budgets.



DC Advisory has the global team and sector expertise to advise both sellers and

investors across Aerospace & Defense. Get in touch with the team to discuss > [.atest transactions

This edition’s authors:

Advised Advised Advised Advised

< o P 2
SUN EUROPEAN .

_ - ‘@
ST N Laxton IAC com

on the sale of Wescom Signal &
Rescue to

o DNP robin

radar systems

on its majority investment from on its refinancing on its investment in

l
Andrew Cunningham Gary Hancock Daniel Younger Michael Penny
Managing Director Managing Director Managing Director Vice President
U K U K U K U K Advised Advised Advised Advised

andrew.cunningham@dcadvisory.com gary.hancock@dcadvisory.com daniel.younger@dcadvisory.com  michael.penny@dcadvisory.com ARDIAN
. " _ ‘ S -P-S Blackstone

on its acquisition of
. on its acquisition of
on its sale to

onis sl A!FCO A— CIVICA

DFW CAPITAL PARTNERS AVIATION FACILITIE

Chris Oliver Ellis Chaplin Anthony Edwards Hannah Schofield
Managing Director Managing Director Managing Director Managing Director
us US Us 0S References
chris.oliver@dcadvisory.com ellis.chaplin@dcadvisory.com anthony.edwards@dcadvisory.com - hannah.schofield@dcadvisory.com https://www.wto.org/english/docs_eflegal_eltca_e.htm

https://www.gov.uk/government/news/british-aerospace-manufacturers-to-benefit-from-uk-us-trade-deal
https://flightplan.forecastinternational.com/2025/07/10/airbus-and-boeing-report-june-2025-commercial-aircraft-orders-and-deliveries/

Factset financial data and analytics: Share price information as of 03/09/2025 for companies (Howmet, Honeywell, Safran, StandardAero, Loar Group, Boeing, Airbus,
Dassault, Embraer)

Factset financial data and analytics: Share price information as of 03/09/2025 for companies (Howmet, Honeywell, Safran, StandardAero, Dassault, Embraer)

Pitchbook: Deal Date: From: 01 Jan 2019; Deal Option: Search on a full transaction; Deal Status: Completed; Announced/In Progress; Deal Types: All Buyout Types; M&A/
Control Transactions; Public Investments > IPO; Industries: Business Products and Services (B2B) > Commercial Products > Aerospace and Defense. Please note that
others may differ in how to categorize the subsectors we reviewed, how to define those categories, and the methodologies that we employed to analyze them; according-
ly, our findings are not dispositive, and others may arrive at different results. The cited data has not been reviewed by PitchBook analysts and may be inconsistent with
PitchBook methodology.

https:/lwww.reuters.com/business/aerospace-defense/uks-senior-plc-sell-aerostructures-business-shares-soar-2025-07-18/
https://www.dcadvisory.com/news-deals-insights/deal-announcements/dc-advisory-acts-as-exclusive-advisor-to-strikwerda-investments-and-sps-on-its-sale-to-cvc-dif/
https://www.nato.int/cps/en/natohq/topics_49198.htm

Factset financial data and analytics: Share price information as of 03/09/2025 for companies (Rheinmetall, Chemring,SAAB, Leonardo, BAE Systems, Kongsberg, Thales)

PaU| de Hek RObert RUiter CarSten Burger Phlllpp Sebbesse https://www.edisongroup.com/reseerch/record-order—book-driving-confidence/BM-1788

- = i i i i . https:/lwww.iiss.org/online-analysis/military-balance/2025/05/president-trumps-fy2026-defense-budget-continuing-priorities-new-missions/
CO CEO’ Netherlands CO CEO’ Netherlands Managlng DIreCtor Managlng DIreCtor . Factset financial data and analytics: Share price information as of 03/09/2025 for companies (HII, Lockheed martin, L3Harris, CAE, Northrop Grumman, General Dynam-
Netherlands Netherlands Germany Germany ics, RTX)

Factset financial data and analytics: Share price information as of 03/09/2025 for companies ((Rheinmetall, Chemring, SAAB, Leonardo, BAE Systems, Kongsberg,
Thales)

https://iwww.ft.com/content/71261ecb-44ae-4fbd-895a-2fcffe709446
https://www.reuters.com/world/middle-east/bluefive-capital-raises-2-billion-private-equity-fund-gulf-expansion-2025-07-10/
https://www.reuters.com/business/aerospace-defense/anduril-rheinmetall-partner-build-military-drones-europe-2025-06-18/

Pitchbook: Deal Date: From: 01 Jan 2019; Deal Option: Search on a full transaction; Deal Status: Completed; Announced/In Progress; Deal Types: All Buyout Types; M&A/
Control Transactions; Public Investments > IPO; Industries: Business Products and Services (B2B) > Commercial Products > Aerospace and Defense. Please note that

° ° '
D 1 S Clal I l I e r S others may differ in how to categorize the subsectors we reviewed, how to define those categories, and the methodologies that we employed to analyze them; according-

ly, our findings are not dispositive, and others may arrive at different results. The cited data has not been reviewed by PitchBook analysts and may be inconsistent with
DC Advisory has prepared this material solely for informational purposes and it is not a research report. This material does not PGk MAEE By . : _— . :
titut f it of and should not b trued ffor t I licitati f ffer to b dati . https:/lwww.wsj.com/finance/stocks/european-defense-companies-ready-ipos-amid-higher-spending-valuations-42ae09d3
CC?I’JS ltute orform part of, an shouia no k € Constr L'Ie as, é‘m orrer to sefl, or a so ’Cl’ ation o an}/ 0 ler 0 'ny 'OI’ any recommenaation . https://lwww.dcadvisory.com/news-deals-insights/deal-announcements/dc-advisory-advised-sun-european-partners-on-the-sale-of-wescom-signal-rescue-to-albion-river/
with respect to, any securities. For other important information, please read our Insights & Publications disclaimer > . https://www.dcadvisory.com/news-deals-insights/deal-announcements/dc-advisory-acts-as-exclusive-financial-advisor-to-parcom-on-its-investment-in-robin-radar/

https://mergermarket.ionanalytics.com/content/1004323254?source=news
https://www.europarl.europa.eu/RegData/etudes/BRIE/2025/769566/EPRS_BRI(2025)769566_EN.pdf

paul.dehek@dcadvisory.com robert.ruiter@dcadvisory.com carsten.burger@dcadvisory.com  philipp.sebbesse@dcadvisory.com

7


https://www.dcadvisory.com/insights-publications-disclaimer/
https://www.dcadvisory.com/capabilities/sector-expertise/aerospace-defense-government-services/?utm_source=ADG+DC+Discusses&utm_medium=ADG+DC+Discusses&utm_campaign=ADG+DC+Discusses&utm_id=ADG+DC+Discusses&utm_term=ADG+DC+Discusses&utm_content=ADG+DC+Discusses

C An international investment
bank committed to
making a difference

advisory

a Daiwa company

N

Predicting future ‘activity is an art and not a science and
judgement — much like the best M&A advice.

analysis is not scientific. It is informed
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