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Executive Summary — Q12026 Valuation Outlook WENEORDEAKRE

Valuation Growth &
Bifurcation Quality
A sharp bifurcation persists based on asset category and strategic Valuations are dictated by revenue quality and efficiency metrics over pure
scarcity in Q1 2026. growth narrative.
Foundational LLM/GenAl assets trade at 12-20x EV/Revenue, while Rule of 40 adherence and NRR >120% sustain valuation premiums in a
Data/MLOps remain strong at 6-10x. disciplined market.
Applied Al and Enterprise Apps normalize toward standard SaaS Compute COGS efficiency is a key diligence item; lower margins drive
benchmarks (3—-6x EV/Rev); Cybersecurity holds steady at 5-8x. multiple compression.
Stage Geography &
Dynamics Buyers
Early-stage premiums remain intact driven by scarcity and IP potential North American assets command premiums; strategics pay significantly
(Series A apps 8-12x, LLM 25-40x). for data rights and synergy density.
Late-stage and exit multiples are converging toward broader software Q1 mega-deals anchor comps: IBM - Confluent ($12.65B) and
M&A benchmarks as profitability becomes the primary anchor. ServiceNow - Armis ($7.75B) set the bar for infrastructure and platform
valuations.




Valuation Landscape — Q12026
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Market Stabilization

Median multiples are stabilizing, but dispersion is
widening significantly. Bifurcation is driven by
subsector category and operational efficiency
metrics (Rule of 40).

Premium Clusters

Assets with proprietary data rights, telemetry scale,
and deep evaluation/observability stacks command
top-tier premiums (12-20x), separating from general
SaaS.

Compression Headwinds

Valuation drags include high compute COGS
impacting gross margins, services-heavy revenue
mixes, and data provenance risks, pushing multiples
to 3-6x.
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Market Multiples Snapshot — Public vs.
Transaction Comps

Public market stability contrasts with premium multiples in strategic M&A, particularly for
data streaming and converged security platforms.

!/ Revenue Multiple (x) PUBLIC COMPS BASELINE
- Al-forward software medians remain elevated
18.5x for data infrastructure and observability (10-
L& 14x), while enterprise applications have

normalized to steady-state SaaS multiples (4-

5 14.5x 6x).
12 11.2x
9.6x 9.8x CONTROL PREMIUMS
! i . f-4x Strategic acquirers are paying 30-50%
premiums over public benchmarks where
; 5.8x S . .
6 synergy density is high, particularly for assets
4.2x with proprietary data rights.
| I
o Q12026 DEAL READ-THROUGH

Generative Al LLM Data & MLOps AT Cybersecurity Infrastructure W Enterprise Al Apps

IBM - Confluent ($12.65B) validates the
premium for real-time data backbones, while

@ Fublic Median (EV/Rev) ([ Q1 2026 M&A Median (EV/Rev)

ServiceNow — Armis ($7.75B) underscores the
value of platform breadth in security
consolidation.




Subsector Valuation Analysis WINDSOR DRAKE

I Deep dive into valuation methodologies and benchmarks across six key Al subsectors

| 4 Generative Al /LLMs | = Data Platforms & MLOps
Foundation models & orchestration Infrastructure & governance

| # AlInfrastructure & Chipsets | B Enterprise Al Applications
Hardware & compute adjacency Vertical & horizontal SaaS

| © Al Cybersecurity | 2 Healthcare Al
Security & privacy convergence Clinical & operational efficiency

Q12026 VALUATION SECTORS



Generative Al & LLMs: Valuation Dynamics WINDSOR DRAKE

Valuations reflect premiums for proprietary data and enterprise orchestration capabilities (12-20x EV/Revenue),
driven by safety frameworks and private data alignment needs.

Valuation Multiples: Generative Al Stack Premium Drivers

Foundation Models / Core IP Enterprise Workflow Orchestration

Deep integration with existing business processes
commands top-tier multiples. Neptune Labs ($400M)

Model Evaluation & Safety validates demand for metadata tracking and MLOps glue.

Guardrails & Safety Frameworks
Orchestration & MLOps

Critical "trust layer" tooling is essential for enterprise
deployment. OpenAl - Statsig ($1.1B) highlights
massive premium for rigorous experimentation and
Enterprise AI Apps model evaluation.

Private Data Alignment
Legacy Software .
Ability to fine-tune models on proprietary, secure

enterprise data remains a key differentiator driving
2% 12-20x valuation ranges vs. commoditized wrapper
EV / Revenue Multiple {x) solutions.
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Data Platforms & MLOps Valuation Metrics

Valuations normalize at 6-10x EV/Revenue, with significant premiums for data governance, lineage capabilities, and
deep enterprise embedding as streaming becomes critical infrastructure.

Category Multiple Range Key Valuation Drivers Strategic Valuation Signals

Data Streaming & Fabric 8.0x - 12.0x Real-time "nervous system" Q1 Mega-Deal Signal
PREMIUM DEWIER Wl B0 G ) G £ IBM's $12.65B acquisition of Confluent (implied ~9.6x EV/Rev) validates
data streaming as the critical backbone for enterprise Al, setting a high
watermark for infrastructure valuations.
MLOps & Observability 6.0 — 9.0x Mission-critical for Al model
reliability & performance
Pricing Power Driver
Assets demonstrating Net Revenue Retention (NRR) >120% consistently
i trade at the upper band of the 6-10x range, signaling sticky enterprise
Data Governance & Lineage 7.0x = 10.0x Regulatory compliance (EU Al PP . . J J J / .
Act); data provenance workflows and expansion potential.
Observability Consolidation
Legacy Data Management 3.0x - 5.0x Commoditized storage; lower . L L o
gacy 9 . . growth profile LogicMonitor's acquisition of Catchpoint highlights the trend towards
unified observability stacks, driving premiums for platforms that monitor
both infrastructure and Al model performance.
Labeling & Annotation 4.0x - 7.0x Human-in-the-loop services

mix drag; automation upside



Al Infrastructure & Chipsets Valuation
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Software-adjacent infrastructure commands premium valuation multiples (6-12x EV/Revenue) as strategic acquirers

prioritize bandwidth, power efficiency, and packaging innovations to unlock software scalability.

VALUATION & EFFICIENCY SYMBIOSIS

1@ Q12026 Valuation Signal

Marvell acquires Celestial Al

$5.96 Billion

Premium Multiple Range: 6-12x

Deal Driver:

Acquisition validates significant premium for
"Photonic Fabric" technology that solves critical
I/O bottlenecks for next-gen Al clusters.

l~ Efficiency Value Drivers

Power Efficiency

Optical interconnects reduce power
consumption by >40%, directly
impacting OpEx.

Bandwidth Unlocked

Breaks memory walls, enabling higher
throughput for foundation model
training.

Packaging Innovation

Advanced packaging reduces latency,
crucial for real-time inference
applications.

€ Software Valuation Lift

B

Margin Expansion
Lower inference COGS supports higher
software gross margins and valuations.

Scalability

Enables training of trillion-parameter
models, increasing TAM for Al
platforms.

SaaS Multiples

Improved unit economics support
sustaining high Saa$S valuation
multiples.

Verticalization at the physical layer is not just about hardware; it's a strategic lever to improve software unit economics. Acquirers

SULTALIS IS AUla L icis pay premiums for infrastructure that structurally lowers the cost of intelligence.




Enterprise Al Applications: Market Normalization WINDSOR DRAKE

1. Valuation Normalization Valuation Drivers: Lifts vs. Drags

EV/Revenue multiples for applied Al applications have
compressed to the 3-6x range as public markets and
acquirers demand demonstrated paths to profitability, gross
margin durability, and retention over speculative growth
narratives.

2. Benchmark Transaction

Adobe's $1.99B acquisition of Semrush (Nov 2025) exemplifies
the trend: strategic consolidation of Al-native marketing
workflows at a rational valuation of ~4.0x EV/Revenue,
validating the "embedded" vs. "standalone" thesis.

3. Valuation Divergence

A sharp bifurcation exists: regulated sector solutions
with >115% NRR trade at the upper 6x band, while
services-heavy (>25%) businesses face compression
toward 2-3x multiples.

Multiple Lift: Regulated Workflows

Applications embedded in high-compliance sectors (healthcare,
finance) command premiums due to high switching costs and
defensible moats.

Multiple Lift: Retention Excellence

Net Revenue Retention (NRR) >115% signals product-market fit
and expansion potential, justifying top-quartile multiples.

Multiple Drag: Services Mix

Heavy reliance on professional services revenue (>25%)
significantly compresses multiples as it dilutes gross margins
and scalability.

Strategic Imperative

To maximize exit value, founders must transition from "copilot"
add-ons to deep workflow integration that replaces manual
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Al-Powered Cybersecurity: Platform Convergence

Q4 2025 - Q12026 Strategic Cyber Deal Values ($B) Platform Breadth Plays
) ServiceNow - Armis ($7.75B) and
g 10 PANW -, Chronosphere ($3.35B) signal massive
8 9 consolidation across identity, data fabric, and
. g runtime telemetry layers.
I - g = . .
%5 O ’ 5 Security-Privacy Convergence
f 4 B % Q4 deals like Veeam - Securiti and
E 3 4 -:# Varonis - SlashNext highlight the merging of data
< security posture management (DSPM) with Al-threat
2 3 defense.
; — 0

Strategic Rationale

ServiceNow/Armis PANW/Chronosphere Veeam/Securiti v/Carbyne
Acquirers prioritize unified platforms capable of
() valuation Multiple (EV/Rev) (@) Deal Value ($8) securing Al workflows end-to-end, validating
premiums for integrated telemetry at scale.



Healthcare and Life Sciences Al: Evidence-led WINDSORDRARE

Premiums

1. Valuation Premium Range Strategic Diligence Focus Q12026

Healthcare Al assets with regulated workflows command 5-
9x EV/Revenue multiples, driven by high barriers to entry Data Rights & PHI Governance

and sticky provider relationships.
Strict audit of training data provenance and HIPAA compliance

protocols to mitigate regulatory risk and ensure patient privacy.

2. Reimbursement Clarity Regulatory Pathway

Assessment of Software as a Medical Device (SaMD)

Solutions with defined CPT codes or direct alignment with classification status and FDA/CE regulatory clearance strategy.

value-based care models see significant valuation uplift due to
clear revenue durability.

Workflow Integration

Deep embedding within existing clinical systems (EHRs) to
minimize provider friction and maximize adoption rates.

3. Clinical Validation Depth

Peer-reviewed clinical outcomes and robust real-world Real-World Outcomes
evidence (RWE) serve as critical defensibility moats

. Demonstrated ROl through improved patient outcomes or
against new entrants.

operational efficiency in live healthcare settings.




Valuation Methodology — Q12026 WINDSOR DRAKE

1. Market Multiples Cross-Checks & Hygiene Metrics

Primary benchmark method using EV/Revenue for high-
growth assets and EV/EBITDA for mature, profitable Efficiency Indicators
companies. Segmented by subsector (LLM vs. Apps) and

growth bands. Rule of 40: Validating balance of growth rate + profit margin

(>40%)

CAC Payback: Speed of capital recycling (target <12 months)

2. Growth DCF Model Retention & Quality
SCenario—l?ased C?S_h flow modeling (Base/Bull/Bear) _ Cohort NRR: Critical measure of product stickiness (>120%
incorporating explicit compute COGS curves, model serving premium)

efficiency gains, and long-term margin normalization.

Gross Margin Trajectory: Software margin expansion despite
compute costs

3. VC Method & ownership Precedent Transactions

) i . M&A Exits: Recent comps adjusted for strategic premiums and
Stage-based valuation for Seed/Series A assets derived from synergies
probability-weighted exit outcomes and target ownership

stakes, solving for required investor returns. Buyer Mix: Weighting financial vs. strategic acquirer pricing
history




Revenue Multiple Spectrum by Subsector WINDSORDRAKE

Valuation bifurcation persists with foundational assets commanding significant premiums
over applied Al and legacy applications.

EV / Revenue Multiple (x)

22% q 9 .
. 12 - 20x € Premium Valuation Drivers
x 9 q .

Assets with proprietary data rights, deep
18x evaluation/observability stacks, and proven
16x enterprise embedding command the highest

multiples (12-20x).

ldx
12x
10 6x - 10%
X - o o
% - 9x Sx - 8x £ Infrastructure Bifurcation

gx . -

3% - Bx Foundational models and critical MLOps
Gix infrastructure (6-10x) continue to decouple
dx from application-layer software which is

normalizing (3-6x).
2%
O
LLMs | GenAl Data Platforms Healthcare Al Al Cybersecurity Enterprise
& MLOps Al Apps

© Security Resilience

Cybersecurity maintains resilience (5-8x) as
the critical enabler for enterprise Al adoption,
with platform plays valued higher than point
solutions.



EBITDA Multiples by Margin Profile WINDSOR DRAKE

As Al companies scale, valuation methodology transitions from revenue multiples (growth-focused) to EBITDA multiples
(efficiency-focused). Profitable assets command tiered premiums based on margin durability and operational leverage.

Compute COGS Management
O‘-."aluatiﬂn Basls Transition Olmplied Rewvenue Multiple

80 15 Efficient inference architecture directly impacts gross
margin expansion, accelerating the transition to EBITDA-
14 based valuation.
50

Operating Leverage
Demonstrated ability to grow revenue faster than opex

x 40 a (sales/engineering) validates long-term profitability
E_ . models.
= G
< 30 ~s i
= JREN 2
& . % Durable Growth / NRR
“E % High retention (>120% NRR) supports premium EBITDA
w 20 2 multiples even at lower absolute margin levels.
10 . o o
3 Valuation Tipping Point
Companies typically transition to EBITDA valuation when
margins stabilize above 15-20%, with multiples
Q a expanding rapidly toward 30% margins.
¢ 0% (Unprofitable) 0% - 10% 0% - 20% 20% - 30% = 30% (Scale)

EBITDA Margin Profile



Stage-Based Valuation Dynamics

Valuation dispersion widens in mid-stage based on efficiency metrics before

compressing toward public benchmarks at late-stage maturity.

P

Early Stage (Series A)

LLM / GENAI

25x - 40x

ENTERPRISE APPS

8x -12x

Premiums driven by scarcity value, team
pedigree, and proprietary IP. Investors
paying for "ownership math" and future
category dominance potential.

Driver: Scarcity & IP

Mid Stage (Series B/C)

VALUATION SPREAD

Wide Dispersion

Valuations decouple based on Go-to-
Market (GTM) efficiency and Net Revenue
Retention (NRR). High performers sustain
premiums; inefficient growth sees
multiple contraction.

Driver: GTM Efficiency & NRR
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Late Stage / Pre-IPO

CONVERGENCE TARGET

Public Comps

Multiple compression toward mature
software benchmarks. Valuation anchors
shift decisively to profitability path, Rule
of 40 performance, and unit economics.

Driver: Profitability & Scale



Valuation Drivers: Premium vs. Discount Factors

Premium Drivers (Multiple Expansion)

1. Proprietary Data & IP

Exclusive datasets and patented algorithms create defensible moats
against commoditized foundation models, justifying 12-20x multiples.

2. Inference Efficiency

Demonstrated architectural advantages that significantly lower compute
COGS and improve gross margins at scale (>70%).

3.NRR >120%

Evidence of high product stickiness and expansion within
enterprise accounts signals exceptional customer value and LTV.

4. Regulated Market Access

Compliance-ready platforms (FedRAMP, HIPAA) accessing high-
barrier sectors command strategic premiums.
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Valuation Discount Factors

Vo)
\V

\
VITNIPIressivlil)

High Compute COGS

Structural margin compression due to inefficient model serving or heavy
reliance on third-party API costs.

Undifferentiated Models

Heavy reliance on open-source or wrapper architectures with minimal
proprietary value-add or defensibility.

Unclear Data Provenance

Legal risks associated with training data sources, potential copyright
infringement, or lack of explicit consent.

Services-Heavy Revenue

Lower quality revenue mix (>50% services) dependent on human capital
scaling rather than software leverage.

Customer Concentration

High revenue dependency (>20%) on a single client or small group
significantly increases churn risk profile.



Q12026 Mega-Deal Valuations WINDSOR DRAKE

Strategic acquirers deploy record capital to secure critical Al infrastructure, converged cybersecurity platforms, and
data streaming backbones, setting the pace for a robust 2026 valuation landscape.

Implied Valuation Drivers

EV/Rev Rationale

Acquirer - Target

IBM - Confluent $12.65 ~9.6X Data streaming backbone for enterprise Al; Data Backbone Premium

consolidation play.
IBM's premium for Confluent validates data streaming

as the "central nervous system" for real-time Al,

ServiceNow - $7.75 N/A Converged cyber platform; unified device/OT/loT
Armis visibility. commanding top-tier infrastructure multiples.
Marvell - Celestial $5.96 N/A Al photonics & packaging adjacency; software- Platform Breadth
Al hardware convergence.

ServiceNow and PANW deals underscore the scarcity
PANW - $3.35 N/A Observability for Al operations; scale telemetry value of unified platforms that span security,
Chronosphere acquisition. observability, and Al operations.

Deal Value Comparison ($B) Hardware-Software Link

1BM . confluent | Marvell's acquisition highlights the growing valuation
ServiceNow . Armis _ adjacency between phySical Al infrastructure

(photonics) and software performance.

Marvell - Celestial



Mid-Market Valuations — Q12026

Valuation Multiple Ranges by Capability Category (EV/Rev)

Data Governance

Observability

Al Orchestration

flonetization Infra

Vertical Al Apps

]

4 & 8
EV / Revenue Multiple (x)

10

12
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Capability Build Analysis

Monetization Infrastructure

Strategic need for usage-based billing to capture GenAl value.

Stripe —~ Metronome ($1.0B)

Usage-based billing infrastructure for Al pricing models.

Experimentation & Orchestration

Platforms enabling rigorous model testing and deployment
velocity.

OpenAl -. Statsig ($1.1B) - Experimentation platform

OpenAl -, Neptune Labs ($400M) - MLOps metadata store

Key Diligence Focus: Integration & ROI

Valuations hinge on integration velocity (time-to-value post-close) and



Strategic Implications & Outlook
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Valuation bifurcation continues as premiums accrue to foundational assets and robust Q2

2026 pipeline emerges.

Pricing Emphasis Drivers (Index 0-100)

Data Rights Hyglene
-

Madel IP Inference Efficiency

Revenue Quality Telemetry Scale

Market Position

. Valuation Premium Impact Standard Baseline

S Data Rights Hygiene

Clean IP chains and documented provenance are now non-
negotiable for premium multiples. Buyers heavily discount assets
with unresolved data lineage risks.

# Inference Efficiency

Demonstrated roadmap for reducing compute COGS is a key
pricing lever. Efficiency gains directly translate to sustained
gross margins and valuation upside.

“" Telemetry Scale

Massive real-time data ingestion capabilities command scarcity
value. Scale telemetry is viewed as a defensive moat for training
superior models.



Recommendations by Stakeholder — Q12026 WINDSOR DRAKE

1. Strategic Acquirers

Prioritize synergy density mapping, pre-close integration
planning, and securing critical compute/power capacity to
shift unit economics.

2. Financial Sponsors (PE)

Focus on platform roll-ups in vertical Al sectors; underwrite to
NRR, margin expansion, and rigorous compliance readiness
for durable cash conversion.

3. Founders & Targets

Prove ROI with cohort data, reduce compute COGS, document
data provenance thoroughly, and ensure readiness for
SOC2/ISO and IP chain diligence.

Strategic Playbooks

Strategic Execution

Synergy Mapping: Identify revenue/cost synergies early in
diligence

Infrastructure: Secure power/compute resources to improve
margins

Sponsor Underwriting

Vertical Al: Execute buy-and-build strategies in industry-specific
Al

Financial Health: Target NRR >115% and clear path to profitability

Founder Readiness

ROI Proof: Demonstrate clear customer value and retention
metrics

Compliance: Fortify data rights, provenance, and security

posture



FAQ: Q12026 Al Software Valuation WINDSOR DRAKE

Q1 Where are valuation multiples? Q2 What moves the needle?
Bifurcation persists: LLMs command 12-20x EV/Rev; Data/MLOps range Premium valuations are driven by Net Revenue Retention (NRR) >120%,
6-10x; Cybersecurity trades at 5-8x; and Enterprise Applications software-like gross margins (70%+), and demonstrated inference
normalize to 3-6x based on ROI proof. efficiency advantages.

Q3 What compresses multiples? Q4 Who's paying premiums?
Key drag factors include high compute COGS eroding margins, services- Strategic acquirers with synergy density and data rights theses are
heavy revenue mix, and weak customer retention metrics. paying control premiums, validating platform breadth value.

Q5 What's the Q1signal?

Mega-deals (IBM-Confluent, ServiceNow-Armis) validate backbones: data streaming and converged cyber/telemetry
infrastructure are critical, high-value assets.
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Key Takeaways

Strategic Conclusions

Valuation Bifurcation

Valuation bifurcation persists with foundational data, model IP, and scale telemetry assets commanding
significant premiums, while applied Al aligns with SaaS benchmarks.

(¢

Efficiency-Led Pricing
Pricing is firmly anchored in efficiency metrics (Rule of 40, NRR) and data/IP defensibility. Q1 transactions
provide reliable guideposts for subsector valuation ranges and deal structuring.

Value Capture Determinants

Execution speed and integration readiness determine value capture in the 2026 market. Acquirers prioritize
assets with proven ROI metrics and clear paths to synergy realization.



