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Executive Summary Windsor Drake | SaaS Valuation Multiples: 2025

This report analyzes the evolution of SaaS valuation multiples from 2015 to 2025, with a focus on implications for founders of lower middle market SaaS

businesses ($5M-$100M EV) considering liquidity events.

Key Trends in SaaS Valuations (2015-2025)

• Public SaaS multiples peaked in 2021 (15-25x ARR), normalized to 6-10x in

2025

• Private market transactions show greater stability, with premium vertical

SaaS commanding 7-9x revenue

• Growing valuation spread between capital-efficient businesses (Rule of

40+) and the broader market

• Strategic buyers continue to pay 1.5-2x premiums over financial sponsors

for platform acquisitions

Current Market Snapshot (June 2025):

Median Public SaaS EV/Revenue: 7.4x

Lower Middle Market EV/Revenue: 4.6x

Premium Vertical SaaS EV/Revenue: 7.8x

Historical SaaS Multiples (2015-2025)

Founder's Takeaway

• Focus on demonstrating net revenue retention (NRR) >110% and gross

margins >75% to command premium multiples

• Transaction readiness and clean financial reporting can add 1-2x to

valuation multiples

• Strategic positioning should begin 12-18 months before desired liquidity

event

• Principal-led advisory relationships typically yield 25-40% higher

transaction valuesWindsor Drake | M&A Advisory
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About This Report

This research report analyzes current SaaS valuation trends with a focus on founders

considering liquidity events in the $5M-$100M enterprise value range.

About Windsor Drake

Windsor Drake is a principal-led M&A advisory firm specializing in lower middle market

sell-side transactions in the technology sector.
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Core Criteria for True SaaS

• Subscription Revenue Model: Recurring revenue with predictable cash

flows, typically billed monthly or annually

• Cloud-Native Delivery: Software accessed via browser or API, centrally

hosted and maintained

• Multi-Tenant Architecture: Single code base serving multiple customers

with economies of scale

• Self-Service Capabilities: Limited/automated onboarding process,

minimizing services requirements

Institutional Investor Criteria

Pure-Play SaaS Threshold Metrics:

Recurring Revenue: ≥ 80% of total revenue

Gross Margin: ≥ 70%

Net Revenue Retention: ≥ 100%

CAC Payback Period: ≤ 18 months

Model Comparison

Attribute Pure SaaS
Tech-Enabled

Services
On-Premise

Revenue

Model
Subscription

Project/Hourly +

Recurring

License +

Maintenance

Gross Margin 70-85% 40-60% 60-75%

Scalability High Medium Low

Delivery Cloud/Browser Hybrid Local Installation

Typical

Multiple
6-10x ARR 2-4x Revenue 3-5x EBITDA

Valuation Premium Factors

• Verticalized Positioning: Industry-specific SaaS typically commands 1.5-2x

higher multiples than horizontal solutions

• API & Integration Ecosystem: Embedded workflows create stickiness and

higher retention

• Network Effects: Solutions that increase in value with user adoption

attract premium multiples

Founder Note: How buyers categorize your business has significant valuation implications. Companies that meet pure-play SaaS criteria typically command 2-3x higher revenue

multiples than tech-enabled service businesses.



Public Market Valuations Overview (2015–2025) Windsor Drake | SaaS Valuation Multiples: 2025

Median SaaS Multiples: Public Markets

Year EV/Revenue EV/EBITDA Rule of 40

2015 5.8x 16.4x 32%

2020 12.5x 28.3x 38%

2021 18.6x 42.9x 41%

2023 8.4x 21.6x 35%

2025 7.4x 19.8x 37%

Sample: $1B+ Pure-Play SaaS

• Analysis based on 52 public SaaS companies (NASDAQ/NYSE)

• Criteria: >80% subscription revenue, cloud delivery model

• Excludes tech-enabled services and hybrid models

Key Inflection Points

2020
COVID-19 Acceleration

Digital transformation surge drove 47% multiple expansion

2021
Market Peak & SPAC Boom

Zero-rate environment pushed multiples to all-time highs (18.6x)

2022
Rate Hikes & Market Correction

45% multiple compression as capital costs increased

2023-24
Efficiency Focus

Shift from growth-at-all-costs to sustainable unit economics

2025
Market Stabilization

Multiples normalized to historical trend (~7-8x revenue)

Key Finding:

Current multiples (7.4x revenue) remain 28% above pre-COVID levels, reflecting

enduring SaaS premium despite market rationalizationWindsor Drake | M&A Advisory



Public Market Trends: COVID Impact & Market Correction Windsor Drake | SaaS Valuation Multiples: 2025

Key Market Events (2020-2025) Market Implications for Founders

• Peak-to-trough decline in SaaS valuations (2021-2023) exceeded 65% for

public companies, with lower middle market impact of 30-40%

• Buyer expectations have permanently shifted toward capital efficiency

metrics (Rule of 40+) and clear paths to profitability

• Current valuation framework provides premium multiples (7-9x revenue)

for companies with demonstrated operating leverage

• Strategic buyers have remained more consistent throughout market cycles

than financial sponsors

2025 Valuation Reality Check

2021 Peak Median Multiple: 18.6x Revenue

2023 Trough Median Multiple: 6.1x Revenue

2025 Current Median Multiple: 7.4x Revenue

10-Year Historical Average: 7.1x Revenue

Q1 2020: COVID-19 Outbreak

Initial market shock with 30-40% drop in SaaS valuations; quick recovery as digital

transformation accelerated

2020-2021: Monetary Stimulus Era

Zero interest rates drove unprecedented capital flows into technology; median

EV/Revenue multiples reached 18.6x

2021: SPAC Boom Peak

248 SPAC transactions with median valuations of 12.4x forward revenue; many later

traded down 60-80%

2022-2023: Market Correction

Rising interest rates and inflation concerns led to 60% decline in public SaaS

multiples; private market lagged by 6-9 months

2024-2025: Stabilization

Return to historical norms with increased focus on profitability and capital efficiency

Windsor Drake | M&A Advisory
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Growth Rates & Rule of 40

Revenue growth remains the primary driver of premium multiples, with 25%+ YoY

growth commanding 2-3x higher multiples than sub-15% growth businesses.

Rule of 40 Impact on Valuation

Companies achieving Rule of 40+ (Growth % + Profit % ≥ 40) command average:

Public Markets: 9.2x Revenue

Private Transactions: 6.8x Revenue

Premium vs. Non-Rule of 40: +65%

Margin Expansion & Leading Benchmarks

• Gross margin expectations have risen to 75%+ as industry standard, with

premium valuations requiring 80%+

• Path to profitability now valued more highly than pure growth-at-all-costs

strategy

• Sales efficiency metrics (CAC payback <12 months) driving multiple

expansion

Leading SaaS Benchmarks (2025)

METRIC TOP QUARTILE MEDIAN MULTIPLE IMPACT

Growth Rate 35%+ 22% +2.5-3.0x

Gross Margin 80%+ 72% +1.0-1.5x

Net Revenue Retention 120%+ 106% +1.5-2.0x

CAC Payback 9 months 15 months +0.5-1.0x

Source: Windsor Drake analysis of 150+ private SaaS transactions, 2023-2025

Windsor Drake | M&A Advisory



M&A Transaction Multiples: Private Market Focus Windsor Drake | SaaS Valuation Multiples: 2025

Lower middle market SaaS M&A transactions provide critical benchmarks for founders considering liquidity events. This analysis focuses on deals in the

$10M-$100M enterprise value range.

SaaS M&A Multiple Evolution (2017-2025)

Key Transaction Trends

• EV/Revenue multiples peaked at 5.6x in 2021, now stabilized at 4.6x in

2025

• Private market multiples show less volatility than public comparables

• 30-40% discount to public SaaS valuation benchmarks is typical

Median Multiples by Deal Size (2025)

Enterprise Value EV/Revenue EV/EBITDA Deal Count

$5M-$10M 3.2x 8.5x 47

$10M-$25M 4.1x 10.2x 36

$25M-$50M 5.3x 12.8x 22

$50M-$100M 6.7x 14.5x 15

Transaction Data Sources:

This analysis combines proprietary Windsor Drake transaction data with verified

third-party sources including:

Completed SaaS transactions (2017-2025)

Public disclosures and filings

Private equity portfolio company acquisitions

Strategic buyer announcements

Windsor Drake | M&A Advisory
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SaaS valuation multiples demonstrate clear stratification by company size, with larger businesses typically commanding premium multiples due to scale

advantages, risk reduction, and broader market access.

Key Findings by Cohort

• $5-10M EV: Limited buyer competition, higher risk perception, typically 2.8-

3.5x revenue

• $10-25M EV: Broader buyer pool, improved unit economics, commands

3.6-4.8x revenue

• $25-50M EV: Attracts PE platforms, proven scaling, typically 4.9-6.2x

revenue

• $50M+ EV: Strategic premium zone, established market position, 6.3-8.0x

revenue

Strategic Implications

• Scale thresholds trigger step-changes in valuation multiples at $10M,

$25M, and $50M EV

• EBITDA multiples demonstrate greater convergence at larger scale due to

margin expectations

• Premium vertical SaaS commands ~1.5x higher multiples across all size

cohorts

Valuation Premium Drivers by Size:

$10-25M EV Proven product-market fit, stable growth

$25-50M EV Scalable sales model, customer diversity

$50M+ EV Market leadership, acquisition platform potentialWindsor Drake | M&A Advisory



Strategic vs Private Equity Buyer Behavior Windsor Drake | SaaS Valuation Multiples: 2025

SaaS M&A Deal Share by Buyer Type (2017-2025)

Key Market Observations

• Strategic buyers represented 62% of SaaS transactions in 2025, up from

55% in 2023

• PE firms increasingly target mature SaaS with EBITDA margins >15% and

moderate growth

• Strategic acquisitions command 1.5-2.0x premium over comparable PE

transactions

Approach & Methodology Comparison

Dimension Strategic Buyers Private Equity

Valuation Focus Strategic fit, synergies Financial performance, ROI

Diligence Emphasis Product, tech stack, talent Unit economics, scalability

Process Timeline 3-5 months typically 4-6 months typically

Deal Structure Higher upfront, earnouts Lower upfront, rollover equity

Case Examples

Strategic Acquisition (2024)

Vertical SaaS platform ($12M ARR) acquired by industry leader at 8.3x revenue.

Synergy-driven valuation with technology integration priority.

PE Platform Acquisition (2024)

Horizontal SaaS solution ($14M ARR) acquired by growth-focused PE at 5.2x revenue.

Focus on margin expansion and tuck-in acquisitions.

Windsor Drake Insight

Understanding buyer psychology and matching founder objectives to appropriate

buyer type has yielded 30-45% higher outcomes in our recent transactions.

Windsor Drake | M&A Advisory



Premium Factors: Vertical SaaS, Stickiness, Churn Windsor Drake | SaaS Valuation Multiples: 2025

Drivers of Premium Valuations

• Vertical SaaS Focus: Companies with industry-specific solutions command

1.5-2.0x premium over horizontal players

• Product Stickiness: Deep workflow integration and high switching costs

justify premium multiples

• Low Churn Profile: Companies with <2% monthly logo churn achieve 30-

40% premium valuations

• Net Revenue Retention: NRR >120% correlates strongly with 8-9x revenue

multiples

Select Premium Transactions (2023-2025)

Target Vertical Multiple Premium Factor

Company A HealthTech 8.6x ARR Clinical workflow integration

Company B FinTech 9.2x ARR Regulatory compliance engine

Company C Construction 7.8x ARR NRR of 135%, low churn

Premium vs. Baseline Multiples by Category

Premium Factor Analysis

Stickiness Index Components:

• User adoption metrics • Integration depth

• Customer ROI metrics • Proprietary data moats

• API ecosystem • Switching cost hurdles

Windsor Drake analysis shows stickiness metrics correlate with 1.8-2.2x valuation

premium over baseline.

Windsor Drake | M&A Advisory



Valuation Spread: Public vs Private Markets Windsor Drake | SaaS Valuation Multiples: 2025

Significant valuation disparities exist between public SaaS companies and private lower middle market transactions. This analysis examines the delta in

multiples and implications for founders considering liquidity events.

EV/Revenue Multiple Comparison (2015-2025)

Current Valuation Spread (Q2 2025):

Median Public SaaS EV/Revenue: 7.4x

LMM SaaS EV/Revenue: 4.6x

Typical Discount to Public: 38%

High-growth LMM Premium: +1.5-2.0x

Key Insights on Valuation Spread

• Private LMM SaaS companies typically trade at a 30-50% discount to their

public market comparables

• Discount is primarily driven by liquidity premium, scale limitations, and

investor risk perception

• Spread narrows for high-growth businesses (35%+ YoY) with strong unit

economics (CAC payback <12 months)

• Discount is most pronounced during bull markets, narrows during market

corrections

Implications for Founders

• Public market comps should not be used as primary valuation

benchmarks without appropriate discounting

• Focus on demonstrating predictable growth patterns and improving

operational metrics to minimize discount

• Strategic acquirers typically apply lower discounts (20-35%) than financial

sponsors (40-55%)



What Drives Premium Valuations in 2025? Windsor Drake | SaaS Valuation Multiples: 2025

Our analysis of 2021-2025 transactions reveals a widening valuation spread between premium and average SaaS businesses. Companies commanding top-tier

multiples consistently demonstrate excellence across three key dimensions.

Essential Metrics That Drive Premium Valuation

Net Revenue Retention (NRR)

Measures expansion within existing customer base

Industry Average: 98-105%

Premium Threshold: ≥115%

Gross Margin

Reflects product scalability and cost structure

Industry Average: 65-72%

Premium Threshold: ≥78%

CAC Payback Period

Time to recoup customer acquisition cost

Industry Average: 18-24 months

Premium Threshold: ≤12 months

Capital Efficiency & Predictability

• Rule of 40 performance (Growth % + Margin %) increasingly stratifies

valuations

• Subscription revenue exceeding 85% of total revenue drives premium

multiples

• Revenue growth efficiency (New ARR / S&M spend) above 1.0x correlates

with higher valuations

Valuation Premium Analysis

Top Decile vs. Average SaaS (2025)

METRIC AVERAGE SAAS TOP DECILE

Revenue Growth 22% 35%+

NRR 102% 120%+

Gross Margin 68% 80%+

Rule of 40 Score 32 50+

EV/Revenue Multiple 4.6x 7.8x+



Positioning Tactics for Founders Windsor Drake | SaaS Valuation Multiples: 2025

Founders who maximize transaction value typically begin positioning 12-18 months before their desired liquidity event. The following tactical guidance is

derived from Windsor Drake's experience with successful SaaS exits.

Transaction Readiness Checklist

Financial Reporting

GAAP financials with clean revenue recognition

SaaS Metrics Package

Cohort analysis, NRR, CAC, LTV reporting

Customer Concentration

No single customer >15% of ARR

IP Documentation

Clean chain of title and tech ownership

Customer Contracts

Standardized terms with assignability

Premium Impact:

Complete transaction readiness can add 1-2x to

valuation multiples

Buyer Fit Strategies

• Strategic buyer mapping - Identify platform

acquirers with complementary products

• PE thesis alignment - Structure to meet sponsor

investment criteria

• Value narrative crafting - Articulate strategic

synergies and growth vectors

• Customer validation - Document expansion

opportunities within customer base

• Management continuity - Clear succession or

retention strategy

Premium Impact:

Proper buyer alignment can yield 20-40% higher

transaction value compared to broad auctions

Process Best Practices

• Timeline management - Maintain momentum

with 90-120 day process

• Competitive tension - Structured bidding

process with clear milestones

• Information control - Staged disclosure to

protect sensitive data

• Pre-emptive diligence - Identify and resolve

potential issues

• Founder psychology - Clear objectives beyond

maximizing valuation

Windsor Drake Approach:

Principal-led process with senior banker involvement

at every stage of transaction

Value Maximization Framework

Preparation

12-18 months

Positioning

3-6 months

Process

90-120 days

Premium

20-40% uplift



Windsor Drake Track Record Windsor Drake | SaaS Valuation Multiples: 2025

Windsor Drake has established itself as a premier M&A advisor for lower middle market SaaS companies, with a consistent track record of achieving premium

valuations through principal-led transaction processes.

SaaS Transaction Summary (2020-2025)

Total Transaction Value

$850M+

Completed Transactions

27

Avg. EV/Revenue Multiple

6.3x

Premium vs. Market

+35%

Principal-Led Process

• End-to-end engagement by firm principals with 15+ years of SaaS M&A

experience

• Direct involvement in negotiation, positioning, and strategic storytelling

• Typical process spans 5-6 months from kickoff to close

• Average of 12+ competitive offers per transaction

Transaction Distribution by Size

Buyer Relationships

130+

Strategic Buyers

85+

Private Equity Firms

45+

Family Offices

• Direct relationships with technology acquirers across vertical markets

• Specialized knowledge of PE firms with SaaS investment theses

• Access to off-market family offices seeking platform acquisitions

• Custom buyer targeting based on founder objectives and company profileWindsor Drake | M&A Advisory
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Featured Transaction

Vertical SaaS Platform Exit ($45M EV)

Enterprise Value: $45M

EV/Revenue Multiple: 8.2x

Buyer Type: Strategic Acquirer

Timeline to Close: 5.5 months

Windsor Drake represented this healthcare workflow SaaS company with $5.5M

ARR, executing a targeted process that generated 7 LOIs and resulted in a

strategic exit at 8.2x revenue.

Anonymized Transaction Summary

Industry EV Range Revenue Multiple Buyer Type

FinTech SaaS $25-50M 7.5x PE Platform

Supply Chain $10-25M 5.8x Strategic

MarTech $15-30M 6.2x PE Add-on

PropTech $30-60M 7.1x Strategic

Premium Multiples Achieved

Key Lessons from Successful Exits

• Vertical-focused SaaS consistently achieved 30-40% premium over

horizontal solutions

• Businesses with 90%+ gross margins commanded 1.5-2x higher multiples

than industry averages

• Companies with documented expansion revenue (NRR >120%) achieved

~35% valuation premium

• Principal-led processes generated more qualified LOIs and higher final

transaction values

• Enterprises demonstrating Rule of 40+ performance sold at 2x premium to

industry normsWindsor Drake | M&A Advisory



Strategic Takeaways for Founders Windsor Drake | SaaS Valuation Multiples: 2025

Exit Preparation Timeline

Value Erosion Risk Factors:

• Delay once decision to sell is made (market timing shifts)

• Failure to demonstrate operational maturity

• Misalignment between founders/shareholders

Valuation Optimization Strategy

• Focus on predictable, recurring revenue streams with demonstrable NRR

>110%

• Emphasize capital efficiency metrics (CAC payback <12 months, LTV:CAC

>3x)

• Document industry verticalization and customer concentration risk

mitigation

• Craft a compelling growth narrative with clear TAM expansion strategy

The Elite Advisor Difference

Standard Brokers

Junior teams, templated approach, limited

sector expertise

Windsor Drake Approach

Principal-led teams, sector specialization,

direct buyer relationships

• Process matters: Elite advisors generate 25-40% higher transaction values

• Windsor Drake closes 87% of engaged mandates vs. industry average of

62%

• Access to off-market strategic buyers creates competitive tension

• Negotiation expertise on complex terms beyond headline multiple

18-24 Months Before

Formalize financial reporting, clean up cap table, document key processes

12-18 Months Before

Engage M&A advisor, prepare data room, enhance KPI tracking

6-12 Months Before

Refine GTM strategy, enhance product stickiness, improve team bench strength

3-6 Months Before

Preliminary buyer outreach, valuation assessment, prepare management

presentation

Transaction Period

Formal process, diligence management, negotiation of key terms

Windsor Drake | M&A Advisory
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Contact Information

Principal-Led M&A Advisory for SaaS Founders

Windsor Drake

Windsor Drake specializes in principal-led M&A advisory services for lower

middle market SaaS businesses ($5M–$100M EV). Our team brings

institutional expertise with boutique-level attention to founders seeking

premium outcomes.

Company Information

Website

windsordrake.com

Headquarters

New York | Toronto | London

Focus

Lower Middle Market SaaS M&A

Request a Consultation

SaaS founders considering a liquidity event in the next 12-24 months are

invited to schedule a confidential consultation with one of our principals.

Contact Details

Email

info@windsordrake.com

"Our principals have led over 50 successful SaaS transactions with an average

premium of 35% above initial valuation expectations."

June 2025


