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Executive Summary: Security Valuation Outlook Q1

2026

Q12026 Valuation Bands (EV/Revenue)
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Platform Leaders

Market Momentum & Inflection

Al cybersecurity market projected to grow from
$44.24B (2026) to $213.17B (2034) at 23.5% CAGR. Q1
2026 marks a pivotal shift toward Al-driven detection,
identity, and governance as non-negotiable enterprise
layers.

Valuation Bifurcation

Premium multiples accrue to platform breadth and
governance. Platform Leaders command 6-10x EV/Rev,
Al Governance Tools trade at 5-8x, while narrow
Category Specialists see compression to 4-7x.

Q12026 Deal Signals

Mega-deals validate the platform thesis: ServiceNow
buys Armis ($7.75B) for asset visibility, PANW acquires
Chronosphere ($3.35B) for observability, and
CrowdStrike takes SGNL ($740M) for identity.



Cybersecurity Market Landscape — Al Expands TAM WINDSOR DRAKE

Al is reshaping the cybersecurity stack, driving platform convergence from identity to runtime protection. The expansion
of attack surfaces and automated threats is creating a $2T total addressable market opportunity.

SECURITY STACK EVOLUTION

© Converged Security Stack X% The Al Value Flywheel ¥ TAM Expansion Signal
B5 Identity & Access (IAM/IGA) L
Attack Surface Growth
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Data Security & Governance

Al agents and non-human identities

1. Telemetry Scale . .
y expanding protection needs

Threat Detection (EDR/XDR)

J exponentially.
Cloud-Native Protection (CNAPP)
N 2. Model Efficacy N “
@ Al Governance & Model Security N

Autonomous Response
3. Lower False Positives
Shift from human-speed SOC to
J machine-speed remediation.

4. Broader Platform Adoption
MCKINSEY SIGNAL ~$2 Trillion

Projected total addressable market for
cybersecurity as Al permeates enterprise
infrastructure.




Valuation Framework — Security-Specific Metrics WINDSOR DRAKE

1. Telemetry & Scale

Measuring data volume (events/day) and coverage breadth
across endpoint, identity, network, and cloud surfaces.

2. Detection Efficacy

Assessing model performance via recall/precision metrics,
p95 alert latency, and minimizing false positive rates.

3. Operational Velocity

Evaluating efficiency through MTTD/MTTR benchmarks,
automation rates, and comprehensive playbook coverage.

Strategic & Financial Levers

Platform Breadth

Convergence: Unifying identity + data + runtime coverage

Ecosystem: Depth of APl integrations and tool compatibility

Growth Efficiency

Net Retention: NRR & expansion signals from platform up-sell

Rule of 40: Balancing revenue growth with operating efficiency

Profitability Profile
Gross Margin: Efficiency in compute COGS discipline

Unit Economics: Cost-per-event and retention metrics




Al-Powered Security Categories WIRDSORDRARE

I Core focus areas driving valuation and platform convergence in Q1 2026

| Threat Detection & Response | g3 ldentity & Access
EDR, XDR, and SIEM convergence Human & non-human identity security

| g, Data Security & Governance | ;. Al Governance & Model Security
DSPM, DLP, and lineage tracking Model evaluation, policy, and provenance

| g Cloud-Native Application Protection (CNAPP)

Unified runtime, identity, and data posture



. WINDSOR DRAKE
Threat Detection & Response (EDR/XDR)

Valuation

L1 A -4 B

Revenue Multiples & Telemetry Scale Correlation Valuation Drivers & Premium Factors

12
Platform Leaders (6-9x EV/Revenue)

High telemetry scale with automated remediation capabilities.
Valued on platform breadth and efficacy.

Drivers: Cross-signal correlation, <1% False Positive Rate
Benchmark: CrowdStrike, Palo Alto Networks (XDR)

® Emerging Challengers (4-6x EV/Revenue)

Point solution excellence but lacking full platform integration or
unified data lake architecture.

] Focus: Specialized detection logic, vertical-specific efficacy
Risk: Consolidation targets for platform players

EY [ Revenue Multiple (x)
&

® Premium Valuation Levers

4 Autonomous remediation ("Agentic Response") and low-latency
detection driving top-tier multiples.

Metric: Mean Time to Respond (MTTR) < 5 mins
Metric: Automated Playbook Coverage > 80%

2026 Strategic Shift: Agentic Response

Valuation premiums shifting towards platforms demonstrating "Agentic
Response" capabilities—driving deep attach rates to SOAR workflows and
security data lakes.
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Identity & Access Security: Valuation Dynamics

1. Valuation Range

Identity platforms are trading at a premium 6-10x
EV/Revenue range. The upper band is reserved for
converged platforms covering the full spectrum: human
identity, device context, and service accounts.

2. Market Signal: Jan 2026

CrowdStrike's $740M acquisition of SGNL highlights the shift
to next-gen identity convergence. This deal underscores the
strategic value of CAEP (Continuous Access Evaluation Profile)
and real-time session control.

3. The Non-Human Multiplier

Explosive growth in Al agents and API keys is driving
demand for Non-Human Identity (NHI) governance.
Platforms solving machine-to-machine access are
commanding significant valuation premiums.

WINDSOR DRAKE

Premium Valuation Drivers Q12026

Unified Coverage

Consolidation of Identity Governance (IGA), Privileged Access
(PAM), and Access Management (AM) into a single control plane
commands top-tier multiples.

Runtime Enforcement

Shift from static policy checks to dynamic, real-time session
termination based on threat signals (ITDR integration) drives
higher ARR retention.

Non-Human Identity (NHI) Scale

Capability to discover, secure, and rotate credentials for
machine identities, which now outnumber human identities by
over 20:1in Al-native environments.

Policy Graph Depth

Context-aware decision engines that leverage a rich graph of
identity, device posture, and behavioral data are creating

defensible moats.
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Data Security & Governance (DSPM/DLP) Valuation

6X - 9Xx

EV / Revenue Range (Q12026)

Driven by convergence of DSPM, DLP, and Lineage

Demand Drivers & Growth Signals

Data Lineage
DSPM Adoption

neryption Demand

Privacy Ops

0% 10% 20% 30% 40% 50% 60 %

f0%

Core Demand Drivers

Organizations are aggressively adopting Data
Security Posture Management (DSPM) to gain
visibility into shadow data. Critical
requirements include automated data lineage,
encryption-at-rest/in-use, and real-time
classification across hybrid clouds.

Valuation Premium Levers

Assets commanding upper-band multiples (8-
9x) demonstrate capabilities beyond basic
discovery:

Evidence-Quality Audit Trails
Data Residency Control  Privacy-by-Design

Automated Remediation

Al Governance Read-Through

Adoption of Al data governance is tightly
coupled with regulated industry rollouts.
Buyers prioritize platforms that can secure
training data pipelines and enforce usage
policies before models access sensitive IP,
driving consolidation of DLP and DSPM
stacks.



Al

Governance & Model Security

Valuation Dynamics & Strategic Imperatives for 2026

Valuation Premium Drivers: Feature Impact on Multiples

EV / Revenue Multiple (x)
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Base Compliance Policy Controls Red Teaming Full Lifecycle Sec

Signal: Budgets are shifting rapidly to align security with the full Al lifecycle: Data . Model -
Inference.
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Valuation Range: 5-8x EV/Revenue

Trading at a premium to general SaasS, reflecting the
critical nature of securing the Al supply chain. High-
growth assets with recurring compliance workflows
trade at the upper band.

2026 Non-Negotiable Category

Enterprises now view Al Governance as mandatory
infrastructure, driven by regulatory mandates (EU Al
Act) and the existential risk of brand damage from
model hallucinations.

Premium Valuation Drivers

Maximum value accrues to platforms offering
integrated Red-Teaming, automated Policy Controls,
rigorous Evaluation Frameworks, and real-time
Prompt/Response Security.



Cloud-Native Application Protection (CNAPP): Valuation DynamicSNPSORDRAKE

Platform convergence across CSPM, CWPP, and CIEM drives premiums, with leaders monetizing via Al-driven
prevention and remediation SLAs.

CNAPP vs. Component Solution Valuations VALUATION & PREMIUM DRIVERS

Unified coverage (Runtime + Identity + Data) commands

5-8x EV/Revenue. Standalone CSPM or CWPP solutions
Standalone CSPM/CWPP _ nue.

face commoditization pressure toward 3-4x.

CIEM / Identity Only Al-Driven Capabilities

Buyers prioritize drift detection and automated

Legacy Cloud Security remediation SLAs. Al-driven context (mapping threat
paths across clouds) is the key differentiator for top-
quartile multiples.

Container Security Only

Strategic Read-Through

Ox Tx 2% 3% 4% 5% G T ax G 10x%

EV / Revenue Multiple (x) CNAPP leaders monetize via platform breadth.

Convergence allows for higher NRR and deeper
account penetration, justifying premium valuation
bands over legacy security tools.
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Valuation Dynamics

Revenue multiples « Platform vs. point solutions « Stage-based dispersion
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Revenue Multiple Analysis by Security Category

Valuation ranges reflect premiums for platform breadth, telemetry scale, and automation
efficacy in Q1 2026.

Identity & Access 6.0x - 10.0x
PRIMARY DRIVERS: Policy graph depth, Non-human identity (NHI)
Threat Detection/XDR 6.0x - 9.0x

Threat Detection/XDR 6x - 9x

PRIMARY DRIVERS: Telemetry scale (events/day), cross-signal
correlation, automation efficacy.

Data Security/DSPM 6x - 9x

Data Security/DSPM 6.0x - 9.0x

PRIMARY DRIVERS: Data lineage visibility, regulatory compliance

automation, privacy-by-design.

Al Governance Bx - 8x

Al Governance 5.0x - 8.0x
CNAPP Sx - 8x PRIMARY DRIVERS: Evaluation framework depth, model policy
controls, prompt security.
Ax o Bx FES 8x Qy 0% Mx

EY / Revenue Multiple (x)
CNAPP 5.0x - 8.0x

PRIMARY DRIVERS: Converged runtime posture, identity + data
context integration.

Source: Capital IQ, PitchBook Data (Jan 2026), Windsor Drake Analysis




Platform vs. Point Solution Valuations

1. Platform Valuation Premium Valuation Divergence Drivers

SOR DRAKE

Consolidated security platforms command upper-band
multiples (8-10x EV/Revenue) driven by structural
advantages in Net Revenue Retention (NRR), cross-sell
efficiency, and lower churn rates.

2. Point Solution Dynamics

Specialized tools offer faster initial landing velocities but face
valuation ceilings (4-6x) due to narrower attach rates and
higher replacement risks, unless defended by unique
proprietary IP.

3. Integration Density Multiplier

Valuation premiums are shifting to vendors that
demonstrate "integration density"—unifying identity,
data, and runtime context to prove automation ROI
beyond simple detection.

NRR & Expansion Velocity

Platforms leverage installed bases for efficient growth; multi-
module adoption is the strongest predictor of premium
valuations (Rule of 40 contribution).

Sales Efficiency (CAC Payback)

Point solutions often win on speed-to-value (shorter sales
cycles), but platforms win on long-term lifetime value (LTV)
through consolidated procurement.

Defensibility & Stickiness

Integrated workflows create high switching costs; point
solutions are vulnerable to "good enough" feature
commoditization by platform incumbents.

Convergence Catalyst

The ability to correlate signals across identity, data, and runtime
layers is becoming the primary defensive moat against Al-driven
threats.



Stage-Based Security Valuations WINDSOR DRAKE

Valuation dispersion narrows as companies mature, shifting focus from unique telemetry
and IP scarcity to durable efficiency metrics and profitability.

Valuation Multiples Dispersion (EV/Revenue) 4 Early Stage 15x - 30x+
Multiple ()
30 Wide dispersion driven by scarcity of unique telemetry/IP and

design partner quality.

. # Driver: IP Novelty & Design Partners

O
20 l~ Growth Stage 8x - 15x
15 Valuation anchored to go-to-market efficiency (NRR, CAC

payback) and automation impact.

4 Driver: NRR & Automation Proof
10

2
. I Late Stage / Pre-IPO 6x - 10x
0 - Convergence toward public comps with strict focus on
Early Stage Growth Stage Late Stage profitability path and gross margins.

&l Driver: Profitability & Gross Margins



Premium Drivers vs. Discount Factors WINDSOR DRAKE

PREMIUM VALUATION DRIVERS Valuation Discount Factors

1. Detection Efficacy & Scale

Valuations reward high telemetry volume that drives model
accuracy. Low False Positive Rates (FPR) and rapid
MTTD/MTTR are key operational metrics proving Al ROI.

2. Platform Convergence

Significant premiums for Platform Breadth that unifies Identity,
Data, and Runtime security. Integrated suites reduce vendor
sprawl and improve signal correlation.

3. Regulated Market Wins

Success in highly regulated sectors (FedRAMP, Finance,
Healthcare) creates defensive moats, validating the
robustness of Al governance and security controls.

Services-Heavy Mix

Revenue mix skewed >25% toward professional services
compresses multiples due to lower gross margins and scalability
constraints compared to pure SaaS.

Siloed Coverage

Point solutions lacking broader context face displacement risk.
Narrow coverage limits data ingestion needed for effective Al model
training.

High Compute COGS

Inefficient Al inference architectures or excessive data storage costs
that erode gross margins (<70%) trigger valuation discounts.

Weak Retention

High churn or inability to expand (NRR <110%) signals a lack of
product stickiness or failure to demonstrate ongoing security value.



Q12026 Transaction Analysis

I Key deal drivers and valuation implications for the quarter

i2» Mega-deals

Analysis of large-scale strategic
consolidations defining the market
landscape and setting valuation
benchmarks.

< Mid-market builds

Strategic capability acquisitions
focusing on specific technology
stacks, talent, and regional market
expansion.
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Valuation Read-
through

Implications for sector-wide multiples
and how recent transaction data
informs current market pricing.

Strategic Transaction Context
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Mega-Deal Highlights — Valuation Read-
Through

Q12026 transactions validate platform breadth, telemetry scale, and the convergence of identity and
runtime security as primary value drivers.

Transaction (Acquirer . Target) Deal Value Strategic Rationale & Valuation Read-Through

ServiceNow Armis $7.75B Signifies a massive premium on platform breadth in asset/OT
security. The deal underscores the integration value of unifying
identity, data, and asset intelligence within a single workflow
automation engine.

Palo Alto Networks Chronosphere $3 358 Validates the convergence of Al Ops and security telemetry.
High-scale observability data is becoming critical for training

autonomous security agents, reinforcing platform efficacy and
reducing mean-time-to-detect.

CrowdStrike SGNL $740M Highlights the critical expansion of identity security signals
across both human and non-human identities. This acquisition

points to identity governance becoming a non-negotiable layer
in the XDR stack.



Mid-Market & Tuck-ins: Capability Builds

Deal Focus by Category (Q12026 Est.)

gentic Detection

DSPM / Data Gov

Runtime Policy

Al Email Security

lentity Extension
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Acquisition Focus Areas

Top Capability Targets

Strategic tuck-ins prioritizing integration velocity and platform
attach.

Agentic Detection Autonomous response logic

Al Email Security BEC & phishing models
DSPM / Data Gov Lineage & provenance

Runtime Policy Drift detection & control

Diligence Priorities
Key factors driving deal certainty and valuation premiums in Q1.

Data Rights Training data provenance
Interoperability Telemetry API standards

ROI Evidence Proof in regulated accounts



Strategic Themes — 2026
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Three pivotal shifts reshaping the cybersecurity landscape: Platform Convergence, Al Governance, and Agentic

Security.

~
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Platform Convergence Al Governance Emergence
Siloed tools are collapsing into unified Governance is no longer optional.
architectures. The premium valuation Enterprises mandate rigorous
is shifting to platforms that seamlessly evaluation frameworks, policy
correlate Identity context, Data enforcement, and data provenance
sensitivity, and Runtime posture into a tracking. Security budgets are
single, cohesive security graph. realigning to treat model security as a

core compliance requirement.

Agentic Security

Moving beyond alerts to autonomous
action. Advanced agents now handle
remediation and containment,
necessitating Human-in-the-Loop
(HITL) guardrails to ensure
autonomous decisions remain safe,
transparent, and reversible.

VALUATION IMPACT These themes are driving a sharp valuation bifurcation. Converged platforms demonstrating integrated agentic
capabilities are commanding 6-10x revenue multiples, while single-point solutions face consolidation pressure and

discount multiples.



Investment Outlook & Trends: Q12026

Cybersecurity Budget Allocation Shifts (2025 vs 2026)

Identity Convergence

Sovereign Deployment Data Governance

Threat Detection Al Model Security

. 2026 Projected Spend @ 2025 Baseline
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Budget Priority Shift

Consolidation of Identity, Data, and Detection stacks
is the top priority. Al Governance is emerging as a
critical, distinct budget line item for Q1.

Valuation Expectations

Continued bifurcation in the market. Platform leaders
demonstrating broad convergence sustain premium
multiples (8-10x) while point solutions face
compression.

Strategic Watchlist

Investors are tracking low-latency inference security,
on-prem sovereign deployments, and evidence-
quality audit trails as key differentiators.



Strategic Recommendations WINDSOR DRAKE

Actionable Playbooks

1. Strategic Acquirers

Focus on platform convergence and integration velocity to
capture synergy value. Map acquisition targets against
identity, data, and runtime security gaps.

2. Financial Sponsors

Pursue platform roll-ups in high-growth adjacencies like
DSPM and identity security. Underwrite investments based on
Net Revenue Retention (NRR) and cross-sell potential.

3. Founders & Targets

Demonstrate product efficacy with verifiable metrics (FPR,
MTTD). Secure IP and data provenance early while optimizing
unit economics for scale.

Integration & Synergy

Convergence Map: Identify synergy density across identity +
data + runtime layers

Execution: Develop pre-close integration blueprints; prioritize
telemetry unification

Investment Thesis

Roll-up Strategy: Consolidate DSPM and identity point solutions
into unified platforms

Value Drivers: Underwrite to NRR >120% and strong platform
attach rates

Operational Excellence

Metrics That Matter: Evidence reduction in False Positive Rate
(FPR) & MTTD

Readiness: Document data provenance; optimize compute COGS
for margin health



FAQ: Security Valuations Q12026

Valuation Drivers & Risk Factors

6-10x

Platform Leaders
EV/Revenue

High
Telemetry Scale
Impact

Valuation

Premium
Drivers

5-8x
Governance Tools
EV/Revenue

Low

False Positive
Rate Target
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Typical Valuation Multiples?

Platform leaders command 6-10x EV/Revenue,
category specialists range 4-7x, and emerging Al
governance tools trade at 5-8x based on strategic
scarcity.

What Moves Premiums?

Key drivers include massive telemetry scale, proven
detection efficacy (low FPR), platform breadth
(identity+data+runtime), and wins in regulated
sectors.

Biggest Risk Factors?

Valuation discounts apply for high compute COGS
impacting margins, siloed coverage without platform
integration, services-heavy revenue mix, and unclear
data rights.
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Key Takeaways

Strategic Conclusions

Platform Convergence Premiums

Al accelerates convergence, with platforms demonstrating unified identity, data, and runtime coverage
commanding significant valuation premiums over siloed point solutions.

()

Efficacy as Valuation North Star

Evidence-driven efficacy—characterized by low false positive rates (FPR) and faster MTTD/MTTR—has
become the primary metric for valuation, displacing pure growth narratives.

Breadth & Scale Validation

Q12026 transactions explicitly validate platform breadth and telemetry scale as core value drivers, as acquirers
seek to feed data-hungry Al security models.



