


Welcome to the Cavendish Software 
Update, where we explore the latest M&A 
trends. High-growth, profitable SaaS 
businesses remain in short supply, 
drawing significant valuation premiums 
from buyers and investors. Private equity 
continues to target top-performing 
software businesses with strong 
underlying KPIs. AI is a focal point, 
especially automation and integrations 
with large language models (LLMs), 
enhancing software capabilities across 
industries.

Cross-border M&A is rebounding, with a 
notable rise in U.S. buyers eyeing 
European targets, with favourable 
valuations. 

Each publication takes a closer look at a 
specific sub-sector; this quarter, we 
examine the underlying trends in the 
software market that are shaping 
valuations and acquisition strategies.

We hope you find this update insightful. 
If you have questions or wish to discuss 
anything in detail, feel free to reach out to 
me or any member of the Cavendish team 
(contact details are on the back page).



We anticipate UK software valuations to remain 
within the existing range of 4.5x to 6.5x current 
run-rate ARR throughout the remainder of 2024 
and early 2025. 

In the US market, the recent interest rate cut 
has allowed investors to re-price risk and the 
key indices (S&P 500 and Nasdaq) remain at or 
near all-time highs. With the US election results 
finalised, only time will tell how global 
sentiments will affect market conditions 
heading into FY25. 

Investors are paying an extra turn of ARR 
multiple for businesses that have achieved scale 
with at least £100m+ in revenues (see slide 6).  

01  Valuations 

We also anticipate looser conditions in the IPO, 
M&A, and equity markets for the months 
leading up to the end of the year, and AI is 
helping to increase deal activity. 

H1 2024 saw a strong rebound from H2 2023 for 
UK software deal activity (443 vs. 417 deals 
completed respectively). If equity markets 
continue to hit fresh highs, we expect to see a 
surge in deals in H1 2025, driven by the backlog 
of fundraisings and exit plans. 

The meteoric rise of AI has also led to an influx 
of VC activity, with every software vertical 
looking to understand how they can utilise and 
monetise the technology. 

02  M&A 

With lengthening sales cycles, we expect 
management teams to continue to prioritise 
cost control over revenue growth for the rest 
of the year. 

In response to slowing growth in 2023, 
businesses shifted attention towards cost 
cutting measures and extending runway, 
particularly as sales efficiency declined in the 
macro environment. 

Throughout 2024, we have seen businesses 
focus on capital efficient growth and a balanced 
composition of the Rule of 40. 

03  Growth vs Profit 

For those businesses seeking a premium 
valuation, KPI performance and scale above 
the median will be required. 

Top quartile performers are growing faster than 
the median (46% vs. 30%1) whilst maintaining a 
higher margin, GRR and NRR than their peers, 
enabling them to stand apart from the 
competition and justify a higher ARR or EBITDA 
multiple. 

These businesses are also selling into a larger 
TAM, keeping CAC low and recouping costs 
more quickly than peers. 

04  KPI Benchmarks 














