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Executive Summary — Q1 2026
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MEDIAN MULTIPLE ERP/MRP PREMIUM
8.2Xx 0.0X-11.0X
Manufacturing SaaS vs. 6.7x General Top-tier Valuation Range
SaaS (EV/Revenue)

|~ Valuation Drivers

® Al & loT Premium: Platforms with deep Al integration or loT-enabled
predictive maintenance command 45-85% valuation premiums (10-12x
revenue).

® Vertical Specialization: Domain-specific platforms (Pharma, Aero, Auto)

achieve 30-40% premiums over horizontal tools due to compliance moats.

® Multi-Site Expansion: Enterprise rollouts drive elite NRR of 125-140%,
decoupling growth from linear sales costs.
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M&A OUTLOOK

+12-18%

Deal Volume Surge Forecast for 2026

Q! Strategic Positioning

MES MARKET SIZE

$25.78B

2030 Forecast (10.1% CAGR)

® Efficiency Mandate: Rule of 40 is now a mandatory threshold; capital flows
to efficient unit economics and proven ROI (downtime prevention).

® Subsector Variance: Significant dispersion: ERP/MRP (9-11x) and MES (8.5-
10.5x) outperform Workforce Mgmt (6-7.5x) and Procurement (6.5-8x).

The Manufacturing Renaissance

As the $15T global manufacturing base digitizes, software has become the
"central nervous system" of production. Investors are prioritizing mission-
critical platforms that deliver measurable OEE gains, valuing them well above

commoditized productivity tools.



Market Context: Why Manufacturing Commands a Premium
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6.7x

General
Public Saas

8.2x

Manufacturing
Saas

Mission-Critical Operations

Manufacturing software serves as the "central nervous
system" of production. Unlike productivity tools, downtime is
measured in thousands of dollars per minute, creating high
switching costs and justifying premium valuations for reliable
platforms.

The $50B Downtime Problem

Unplanned downtime costs US manufacturers over $50 billion
annually. Platforms that deliver predictive maintenance and
reduce stoppages offer a direct, quantifiable ROI that persists
regardless of broader macroeconomic cycles.

Central Nervous System

As the $15 trillion global manufacturing base accelerates digital
transformation, investors prioritize platforms that orchestrate
production. Al integration delivering 15-25% OEE gains is
driving a distinct valuation premium over general SaaS.
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MES Market Growth: 10.1% CAGR Trajectory

- 10.1% CAGR (2025-2030)
Double-Digit Expansion
$25.78B The global Manufacturing Execution Systems
- (MES) market is projected to grow from $15.95B in
o $23.36B 2025 to $25.78B by 2030, driven by the urgent
$21.248 need for real-time shop floor visibility.
7 $20B $19.38
2 $17.54B [
2 ' Services Segment Leading
. $15.95B
é $15R Services are the fastest-growing segment as MES
E J solutions require extensive custom implementation
é to integrate with legacy factory-specific IT/OT
= systems.
=
T $l10B
Regional Dynamics
$5B
Asia Pacific is expected to register the highest
growth rate, fueled by rapid industrialization and
government initiatives like "Made in China 2025"
0B and India's production incentives.
2025 2026 2027 2028 2029 2030
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Industry 4.0 Adoption Drivers
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4 Pilot Purgatory Is Over

Critical Mass

The era of endless POCs has ended. Manufacturers have moved
from experimental pilots to enterprise-wide rollouts as the ROI of
digital transformation is now empirically proven. This shift is
driving larger ACVs and accelerating time-to-value for software
platforms that can demonstrate immediate scalability.

Real-Time Visibility

IT/OT Convergence

The historical wall between Information Technology (IT) and
Operational Technology (OT) is crumbling. Modern platforms
bridge the gap between ERP data and shop-floor sensors,
creating a unified "single source of truth" that enables real-time
decision-making and unprecedented operational transparency.
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Predictive Maintenance ROI 15-25% OEE Gains

Shift from reactive to predictive maintenance is delivering
massive efficiency gains. By leveraging IoT data and Al,
manufacturers are achieving 15-25% improvements in Overall
Equipment Effectiveness (OEE), transforming maintenance from
a cost center into a strategic driver of capacity and margin
expansion.

Non-Discretionary Demand $50B Cost

With unplanned downtime costing US manufacturers over $50
billion annually, software adoption has become an operational
necessity rather than a discretionary upgrade. Platforms that
guarantee uptime are insulated from budget cuts, commanding
premium pricing power and sticky, long-term contracts.
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Subsector Valuation Multiples (EV/Revenue)

Valuation Range by Category vs. Sector Median (Q12026)
Premium Drivers

12x ERP & MES command top multiples (9-11x) due to
8.0x-1.0x mission-critical workflow control & high switching costs.
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Subsector Valuation Multiples (EV/EBITDA)
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Category EV/Revenue EV/EBITDA Primary Valuation Driver

ERP/MRP Systems 9.0x - 11.0x 22.0x-26.0x Integration Depth, Multi-Site Orchestration
MES/Shop Floor 8.5x -10.5x 20.0x - 24.0x Real-Time Data, OEE Impact
PLM/Engineering 8.5x-10.0x 19.0x - 23.0x IP Protection, Cross-Team Collaboration
IoT/Prediclive Mainl. 8.0x -10.0x 18.0x - 22.0x Asset Uptime, AI/ML Analytics

Quality Management 7.5x-9.5x 17.0x - 21.0x Compliance, Traceability, Audit Readiness
Supply Chain Planning 7.5x - 9.0x 16.0x - 20.0x Demand Forecasting, Network Resilience
Production Scheduling 7.0x - 9.0x 16.0x - 20.0x Optimization Algorithms, Efficiency
Manufacturing Analytics 7.0x - 8.5x 15.0x - 19.0x Data Integration, Actionable Insights
Inventory Oplimization 6.5x - 8.5x 14.0x - 18.0x Working Capital Impact, Lean Ops
CMMS/Maintenance 6.5x - 8.0x 13.0x - 17.0x Asset Management, Workflow Digitization
Procurement Software 6.5x - 8.0x 14.0x - 18.0x Spend Visibility, Supplier Management
Workforce Management 6.0x - 7.5x 12.0x - 16.0x Labor Scheduling, Shift Optimization

@, Valuation Insight

Multiples reflect a clear hierarchy: ERP and MES platforms command the highest premiums (20x-26x EBITDA) due to their role as the "central nervous system" of production. In contrast, point

solutions like Workforce Management trade at lower multiples (12x-16x) reflecting lower barriers to entry and less direct leverage over core production economics.
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Premium Ladder: Al Integration Depth
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Valuation Multiples by Al Maturity Level (EV/Revenue)
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Baseline
6.0% - 7.0x

Roadmap Only
(Planned)

7.0x - 8.5x

Added Al
(Features)

B.5% - 10.0x

30-55% Premiur

Deep Al
(Integration)

10.0x - 12.0x

45-85% Premiur

Al-MNative
(Platform)



[oT Integration Changes the Economics
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4]

Real-Time Optimization 15-25% OFEE Lift

By capturing real-time equipment data, platforms move beyond
passive reporting to active optimization. Sensor data drives
immediate adjustments that improve Overall EQuipment
Effectiveness (OEE) by 15-25%, translating directly to millions in
capacity gains without capital expenditure.

Outcome-Based Services Hybrid Model

IoT enables a shift from static licensing to dynamic, outcome-
based revenue models. Vendors can charge based on uptime
delivered or efficiency gained, creating a hybrid SaaS + Services
model that supports significantly higher pricing power and
customer alignment.
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@ High Switching Costs Deep Lock-in

Physical integration of hardware sensors creates formidable
barriers to exit. Once a manufacturer embeds a platform into
their machine layer, ripping it out becomes operationally painful
and costly, resulting in retention rates that often exceed 95% for
integrated platforms.

l~ Valuation Multiplier Effect

Investors reward this economic shift with valuation premiums that scale with
integration depth. Full-stack platforms combining software with managed loT
services achieve multiples of 9.0x-11.5x, a 40-70% premium over pure-play
software vendors constrained by competitive pricing pressure.
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Business Model Mix vs Valuation A7 +40-70% Premium

Ldx Hardware Lock-In
0.0k - 11.5x @& High Switching Costs
12x (+40-70%) Full-stack platforms combining software with embedded loT
sensors command 9.0x-11.5x multiples. Physical integration
8.5x - 9.5x creates deep competitive moats compared to pure-play
L% (+30-45%) -
I software (6.5x-7.5x).
(+15-30%)
= 6.5x - 7.5x
S e {Baseline)
ﬁ Outcome Economics
=
=
g v OEE Impact Pricing
= bx
> Real-time equipment data drives measurable 15-25% OEE
improvements. Vendors monetizing these outcomes via
4x hybrid service models achieve significantly higher pricing
power than static monitoring tools.
%
Revenue Quality
0x < Expansion Velocity
Pure SW + Basic Integrated Full Stack
Software Monitoring IoT Platform + Services loT integration naturally expands revenue as customers

connect more assets to the digital thread. This usage-based
expansion drives NRR well above the 120% benchmark for
top-tier valuations.
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Vertical Specialization Premiums
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«

Domain Complexity Deep IP Moat

A generic ERP cannot handle pharma recipe management or
aerospace traceability. Platforms purpose-built for nuanced
workflows (e.g., precision tracking in automotive) avoid the
"customization trap" and deliver faster time-to-value than
horizontal competitors.

Regulatory Defensibility Compliance Barrier

In highly regulated sectors, software must support rigorous
standards like FDA 21 CFR Part 11, IATF 16949, or AS9100.
Building these capabilities requires years of validation effort,
creating a formidable barrier to entry for generalist market
entrants.
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@& Lock-In Economics 95%+ Retention

Once a manufacturer validates a compliant, industry-specific
platform, switching costs become prohibitive. This results in
retention rates exceeding 95% and allows vertical leaders to
command 30-40% valuation premiums over commoditized tools.

l~ The Vertical Multiplier

Investors place a distinct premium on vertical depth. Platforms that solve
expensive, specific problems (e.g., AS9100 audits) command significantly
higher multiples than broad manufacturing tools, as they face less competition
and enjoy pricing power protected by compliance moats.



Regulatory Defensibility: The Compliance Moat
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Compliance capabilities create formidable switching costs, driving retention rates above 95% in regulated industries where software

validation is mandatory.

Standard / Regulation Target Industry Compliance Requirements Retention Impact
ISO 9001 General Manufacturing Quality Management System (QMS) standardization 92-95%
FDA 21 CFR Part 11 Pharmaceuticals Electronic records, signatures, audit trails validation 96-98%
AS9100 Aerospace & Defense Aviation quality standards, counterfeit parts prevention 95-97%
IATF 16949 Automotive Defect prevention, supply chain variation reduction 94-96%
GxP (GMP/GLP) Life Sciences :;’:l?m'\iirt‘:tfizf“””g/ Laboratory Practices 96-99%
IEC 62304 Medical Devices Medical device software lifecycle processes 95-97%

© The Validation Lock-In Effect
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In regulated sectors like Pharma and Aerospace, implementing software requires a formal validation process that can take 6-12 months. Once a system is validated, the
cost and risk of switching are prohibitive, creating near-zero churn for compliant platforms and justifying valuation premiums of 30-40% over generic tools.
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Multi-Site Expansion: Hidden Multiplier

Factory as Unit of Growth

In manufacturing Saa$, the factory—not the user seat—is the
primary unit of growth. A successful single-site pilot creates a
blueprint that can be replicated across an entire corporate
footprint, decoupling revenue expansion from new customer
acquisition costs.

14x

NRER: =150%
12x%

NRR: 130-150%%

10x
Standardization Mandates

Corporate IT initiatives increasingly mandate unified data
visibility across global operations. This top-down pressure
accelerates multi-site rollouts, transforming what begins as a
$200k pilot into a $2M+ enterprise contract within 3-5 years.

Bx

bx

Revenue Expansion Multiplier

NRR: 120-130% Predictable Expansion

4% Investors prize this "land and expand" mechanic because it

drives elite Net Revenue Retention (NRR) of 125-140%. Once a
platform is validated at one site, expansion to adjacent facilities

- NRR: Baseline becomes a matter of "when," not "if," justifying premium
valuation multiples.

Ox

Pilot Regional Rollout Global Scale Supply Chain
{1.0x Baseline) (2-3 Plants) [10+ Plants) (Extension)
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Deployment Stages and Cohort Economics
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Multi-site expansion transforms unit economics over time, with enterprise standardization driving exceptional NRR and revenue
multipliers beyond the initial pilot phase.

Stage Timeframe Revenue Multiplier NRR Range Key Driver
Single Plant Pilot Year 1 1.0x (Baseline) -- Proof of Value
Regional Rollout Year 2-3 2.5x - 4.0x 120% - 130% Standardization
Global Scale Year 4-5 5.0x - 10.0x 130% - 150% IT Mandates
Supply Chain Extension Year 5+ 10.0x+ >150% Network Effects

l~ The Standardization Flywheel

effort, driving elite NRR profiles.
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Manufacturing SaaS revenue growth is non-linear. The initial "Single Plant Pilot" represents merely the entry ticket. The true valuation driver is the 10x+ multiplier
achieved during the "Global Scale" and "Supply Chain Extension" phases, where corporate-wide standardization mandates decouple revenue growth from linear sales
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Rule of 40 and Multiples

Valuation Dynamics
Correlation Analysis: Rule of 40 Score (Growth + EBITDA) vs. EV/Revenue Multiple
EFFICIENCY MANDATE

16X F
| o >
: ® . . The Rule of 40 has evolved from an
1 ! S !. == aspirational target to a mandatory
: ,'., i threshold. Companies exceeding 40%
12x ] .' consistently trade at 9.0x-14.0x revenue,
R : .. creating a distinct premium tier.
g 10x : -—,
%‘ _.&:’ THE "VALLEY OF DEATH"
g e
2 i P Firms scoring below 20% face severe
z e , i valuation compression (4.0x-6.0x). Without
& » O° :
5 6% 6 { : a clear path to efficiency, these companies
e : : risk becoming consolidation targets for
4x - : larger platforms.
.--r“ ) I
1
2% : CORRELATION STRENGTH
|
! A strong positive correlation exists: every
|
0x - 10 percentage point improvement in Rule
0% 10% 20% 30% 40% S0% 6% 0% 80% of 40 score typically drives a 1.5x-2.0x

Rule of 40 Score (Rev Growth % + EBITDA Margin %)

expansion in valuation multiple.

Low Tier (<20%) @ Mid Tier (20-40%) @ Premium Tier (>40%) ¢ Linear Trend
Manufacturing SaaS Valuation Report — Q12026



Unit Economics Benchmarks: Manufacturing SaaS
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Top-tier manufacturing platforms achieve exceptional LTV/CAC ratios through high retention and expansion revenue, offsetting longer
sales cycles and implementation periods.

Metric Exceptional Strong Acceptable At Risk
LTV/CAC Ratio 6:1+ 5-6:1 3.5-51 < 3.51
CAC Payback <12 mo 12 - 18 mo 18 - 24 mo > 24 mo
Net Revenue Retention >130% 120 - 130% 110 - 120% <10%
Gross Margin >75% 70 - 75% 65-70% < 65%
Implementation Cycle 6-12mo 12 -18 mo 18 - 24 mo > 24 mo
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¥ The Implementation Filter

While implementation cycles in manufacturing Saa$S are structurally longer (12-18 months is standard for enterprise deployments), this upfront friction creates immense

switching costs. Once fully deployed across a production network, churn drops to near zero, justifying higher upfront CAC and longer payback periods compared to
lightweight B2B SaaS tools.
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Downtime ROI - Pricing Power

Hourly Downtime Cost & Annual Savings Potential (1% Uptime Improvement)

560k

1% Uptime = ~$3.0M [ yr
$50K

40K

1% Uptime = ~52.0M/ yr
530k

1% Uptime = ~$1.6M [ yr
1% Uptime = ~$1.4M/J yr

€20k 1% Uptime = ~§1.1M [ yr

Hourly Downtime Cost (USD)

$10k

%0k

Food & Beverage Automotive Electronics Aerospace

Pharma
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ESG & Carbon Tracking — Non-Discretionary

CBAM Compliance

Regulatory Mandate

The EU's Carbon Border Adjustment Mechanism (CBAM) and strict
Scope 3 reporting requirements force manufacturers to track the
carbon footprint of every component. Compliance is no longer
optional but a prerequisite for market access.

Non-Compliance Costs $100k-$500k/Plant

Without robust tracking, manufacturers face severe financial
penalties. Annual fines and operational disruptions for non-
compliance can range from $100,000 to over $500,000 per facility,
creating immediate ROI for software adoption.
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Green Premium Pricing +5-8% Price Adv.

Sustainability has become a competitive differentiator. Suppliers with
verified green manufacturing certifications can command 5-8% price
premiums from eco-conscious OEM buyers, directly boosting gross
margins.

Balance Sheet Liability

Non-Discretionary Budget

ESG tracking has transitioned from a CSR initiative to a core balance
sheet liability. Software that automates energy and carbon
accounting is insulated from discretionary budget cuts, ensuring high
retention and stable ARR.
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Macro Stabilization and M&A Re-acceleration

2026 Forecast: 12-18% Surge

Strategic Reset Complete

Following a volume stabilization in 2025 (+18.9%
rebound), the market has reset valuation
expectations. Deal velocity is accelerating as buyers
deploy record levels of cash accumulated during the

340

300 270
(+10.2%)

245 2023-2024 pause.
(+11.4%)

250 220
(+18.9%)

Policy & Rate Clarity

The normalization of interest rates and clearer
industrial policy (reshoring incentives) are driving a
confidence surge. Strategic acquirers like Siemens
and Rockwell are aggressively closing capability

gaps.

200 185

LO0

Annual Deal Volume (# of Transactions)

Early Mover Advantage

Competition for high-quality assets—specifically
those with Al/loT moats—is intensifying. Investors
prioritizing deals in Q1/Q2 2026 are expected to
2024 (Baseline) 2025 (Actual) 2026 (Forecast) 2027 (Forecast) secure more favorable terms before full market
saturation.
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Who's Buying: M&A and Exit Landscape
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Strategic Acquirers Industrial Giants

Industrial leaders like Siemens, Rockwell, and Honeywell are
aggressively acquiring software capabilities to transition from
hardware vendors to industrial tech platforms. They prioritize
targets with Cloud MES, Al bridges, and IoT platforms to
complete their digital ecosystems, paying strategic premiums for
technology that accelerates their roadmap.

PE Consolidation Buy & Build

Financial sponsors like Vista and Thoma Bravo are executing
roll-up strategies to build comprehensive manufacturing suites.
They target niche leaders with $50M-$150M ARR that dominate
specific verticals (e.g., food safety, aerospace compliance) and
demonstrate Rule of 40 performance, consolidating fragmented
markets into platform plays.
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& PO Reopening 2H 2026 Window

For the largest independent platforms surpassing $200M ARR,
the IPO window is projected to reopen in the second half of
2026. Public markets are rewarding efficient growth profiles over
growth-at-all-costs, providing a viable third exit path that
supports valuation confidence across the sector.

® The Consolidation Mandate

The distinction between hardware and software companies is blurring. Every
major industrial player is racing to own the "control point" of the factory floor
—the software layer. This creates a sellers' market for SaaS platforms that
have successfully bridged the IT/OT divide and established sticky, data-rich
positions in critical manufacturing workflows.



Risk Factors & Headwinds
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Long Sales Cycles CAPITAL INTENSITY

Enterprise manufacturing deals notoriously take 12-18 months to close
due to multi-stakeholder approval and rigorous ROI validation. This
requires significant working capital and patience, straining cash flow
for early-stage SaaS vendors without sufficient runway.

Integration Complexity HIGH COST

Connecting modern cloud platforms to decades-old legacy OT systems
(PLCs, SCADA) often requires expensive custom engineering. These
integration hurdles can delay time-to-value, erode gross margins, and
stall implementation momentum across sites.
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Data Security Concerns CRITICAL RISK

As manufacturing infrastructure connects to the cloud, it becomes a
prime target for cyberattacks. Fear of IP theft or production shutdowns
makes IT/OT security reviews extremely rigorous, often acting as a
major bottleneck for SaaS adoption in defense and pharma.

Pilot-to-Scale Execution EXPANSION RISK

Successful single-plant pilots do not guarantee multi-site rollouts.
Differences in local machinery, workflows, and culture across global
factory networks often stall expansion deals ("pilot purgatory"),
threatening the high NRR thesis that justifies premium valuations.



Seven Strategic Moves for Premium Exits — Overview

Verticalize Early MOVE 1

Resist generic manufacturing. Focus deeply on Pharma, Aerospace, or
Automotive. Buyers pay premiums for specialized workflows (e.g., FDA
compliance, AS9100) that generic ERPs cannot replicate without
customization.

Build IoT as Core Infrastructure MOVE 3

Treat machine data as the platform's lifeblood. Deep hardware integration
creates extreme stickiness and enables high-margin predictive insights,
moving beyond simple workflow management.

Engineer Multi-Site Pricing MOVE 2

Structure contracts for enterprise-wide adoption. Create tiers that incentivize
corporate parents to standardize software across 50+ plants after a
successful pilot, driving NRR to 125-140%.

Quantify Downtime ROI MOVE 4

Shift pitch from "efficiency" to "risk mitigation." Every hour of uptime saved is
worth $10k-$50k. Quantified savings make software costs negligible and
insulate against budget cuts.

WINDSOR DRAKE

P> Additional Strategic Moves (5-7)

Move 5: Target Mid-Market ICP (500-5k employees for optimal velocity). Move 6: Embed Compliance Automation (Make audit readiness a product feature). Move 7: Fund 18-
Month Sales Cycles (Capitalize for long-term enterprise relationships).
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Moves 1-2: Verticalize Early & Engineer Multi-Site Pricing
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Vertical Focus Move 1

Resist the "general manufacturing" trap. Buyers pay a 30-40%
premium for deep, specific functionality. Targeting Pharmaceutical
recipe management, Aerospace traceability, or Automotive precision
builds a focused pipeline that generic ERPs cannot effectively
penetrate.

Domain IP Moats Move 1

Embed regulatory standards directly into the workflow. Building for
FDA 21 CFR Part 11, AS9100, or IATF 16949 creates immediate "must-
have" status. These compliance guardrails become a formidable
defensive moat, as replacing validated systems is costly and risky.
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€ Enterprise Tiers Move 2
Structure contracts to incentivize global rollout from day one. Move
beyond per-seat pricing to site-license models that offer volume
discounts for multi-plant adoption (e.g., Pilot — Regional - Global).
This aligns pricing with the customer's expansion value.

a5 Standardization Mandates Move 2

Position the platform as the corporate standard for IT consolidation.
Corporate IT departments drive global rollouts to unify data visibility.
By solving the fragmentation problem, you turn a single-plant pilot into
a corporate-wide deployment mandate.

>~ Expansion Velocity Impact

Effective execution of these moves creates a predictable revenue ramp: A typical
$200k single-plant pilot converts into a $2M+ multi-site estate over 3-5 years,
driving Net Revenue Retention (NRR) to elite levels of 125-140% without proportional
sales effort.



Move 3 & 4: Build IoT Core & Quantily Downtime ROI
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IoT Core Infrastructure Strategic Moat

Treat machine data as the lifeblood of your platform. Building robust
loT connectivity into your core architecture allows you to own the
"truth" of what is happening on the shop floor. This hard data
connection creates extreme stickiness—ripping out software physically
integrated with factory machinery is painful and rare.

Predictive Insights Value Accelerator

Move beyond passive monitoring to active optimization. Use sensor
data to fuel machine learning models that predict failures before they
occur. Platforms that close the loop—detecting anomalies and
automatically suggesting corrections—command 45-85% valuation
premiums over basic dashboards.
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$ Downtime Quantification Sales Velocity

Shift the conversation to hard dollars. If your software prevents one
hour of line stoppage, you save the customer $10,000-$50,000
immediately. Consistently quantifying this value turns your software
cost into a rounding error compared to the savings delivered, creating
price inelasticity.

© Risk Mitigation Pitch Budget Protection

Position your platform as "uptime insurance" rather than just an
efficiency tool. Manufacturing executives prioritize risk avoidance. By
framing your solution as a safeguard against catastrophic production
loss, you insulate revenue from discretionary budget cuts during
downturns.

<~ Outcome-Based Pricing Opportunity

Connecting pricing directly to value capture (e.g., % of uptime savings or OEE
improvement) aligns incentives and justifies significantly higher ACVs. This model is
becoming the gold standard for top-tier manufacturing platforms, decoupling revenue
from simple user seat counts.



Moves 5-7: Mid-Market, Compliance & 18-Month Cycles
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Move 5: Mid-Market ICP Goldilocks Zone

Target manufacturers with 500-5,000 employees. This segment is
large enough to have complex problems and budgets, but lacks the

massive internal IT teams of Global 2000s that build custom solutions.

They rely on vendor expertise for digital transformation.

Move 6: Compliance Shield Existential Moat

Make audit readiness a byproduct of using your software. Embedding
automated ISO 9001, FDA 21 CFR Part 11, or AS9100 audit trails
transforms your platform from a productivity tool into a compliance
shield, making churn nearly impossible.
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B Move 7: Fund 18-Mo Cycles Capital Strategy

Don't short-circuit the sales process with "lite" versions. Embrace the
12-18 month sales cycle required for enterprise deals. Build your
capital strategy to withstand this timeline, knowing it filters out less-
capitalized competitors.

1@ 10-Year Relationships Zero Churn

Investors value the "painful" upfront sales cycle because it leads to
sticky, decade-long relationships. Once integrated into production,
churn drops to near zero, justifying the high initial CAC and long
payback period.

¥ LTV Justifies Long Payback

While an 18-month payback period is high for general Saas, it's acceptable in
manufacturing because LTV/CAC ratios often exceed 6:1 due to 10+ year contract
durability and 130% + expansion revenue from multi-site rollouts.



Go-to-Market Math and ACVs T

Premium valuations are justified by massive expansion velocity: a $200k pilot can predictably scale to a $10M+ supply chain contract
over 5 years.

Expansion Stage Typical ACV Sales Cycle Key Success Metrics

Single Plant Pilot $150k - $300k 12 - 18 months Proof of value, measurable OEE lift

Regional Expansion $500k - $1.2M 6 — 12 months Standardization mandate, reduced variance
Global Rollout $2M - $5M 12 - 18 months Multi-site NRR >130%, executive sponsorship
Enterprise Suite $5M - $15M 18 — 24 months Full platform adoption, data unification

Supply Chain Extension $10M+ 24+ months Network effects, NRR >150%, ecosystem lock-in

¥ The "Land and Expand" Valuation Multiplier

Unlike typical SaaS where expansion is linear (adding seats), manufacturing software expands geometrically (adding factories). Investors pay a premium for this

"embedded growth" because once a platform becomes the corporate standard, displacement is nearly impossible and revenue scales automatically with capital
expenditure.
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Case Study: Expansion Velocity

WINDSOR DRAKE

A cohort analysis of manufacturing deployments demonstrates how "land-and-expand" strategies drive
exponential ARR growth and elite retention metrics over a S-year period.

Timeline Site Adoption ARR Growth ($M) Net Revenue Retention (NRR)
Year 1 (Pilot) 1 Plant $0.20M —

Year 2 (Expansion) 3 Plants $0.65M 125%

Year 3 (Standardization) 8 Plants $1.80M 138%

Year 4 (Network Effect) 18 Plants $4.20M 144%

Year 5 (Scale) 35+ Plants $8.50M 151%

4 Multi-Site Velocity

3.25x.

The expansion trajectory accelerates rapidly after the
pilot year. A single plant contract acts as a gateway,
with typical Year 2 expansion to 3 regional sites
creating a predictable revenue multiplier effect of
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a5 Standardization Flywheel

By Year 3, corporate standardization mandates
typically kick in. This shift from "site-by-site" sales to
"network-wide" deployment reduces CAC
significantly while boosting ARR to nearly 10x the
initial contract.

l~ Predictable Economics

The cohort demonstrates elite NRR progression
(125% to 151%), driven by seat expansion and new
module adoption. Investors view initial land deals as
call options on a massive lifetime value annuity.



2026-2027 Outlook and Catalysts
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AP

Catalysts High Impact

Agentic Al in factories is moving beyond pilots to autonomous
optimization. Digital twin adoption accelerates for predictive
testing. Nearshoring momentum continues to drive US/Mexico
manufacturing tech spend. Normalized interest rates unlock
CAPEX budgets for digital transformation.

Tailwinds Structural

Industry 4.0 maturity means less education and faster sales
cycles. loT sensor costs have declined 40% since 2023, making
full-factory connectivity viable. Al-driven optimization now
delivers proven ROI within 12 months, justifying premium ACVs.

Manufacturing SaaS Valuation Report - Q12026

 Demand Drivers Non-Discretionary

Labor shortages (2.1M unfilled jobs by 2030) make automation
mandatory. ESG compliance mandates (CBAM, Scope 3) force
carbon tracking adoption. Supply chain resilience remains a C-
suite priority, driving spend on visibility and planning platforms.

@, Investment Themes

Capital is flowing to Al-native platforms that close the loop on optimization,
full-stack loT providers that own the data layer, and vertical specialists with
regulatory moats (Pharma/Aero). General purpose tools face commoditization
pressure.
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Conclusion: Why Premiums Persist

Mission-Critical Positioning
u The 8.2x median premium directly reflects the massive cost of downtime u
($50B+ annually), making software adoption non-discretionary.

Al/IoT Integration

'm' Genuine Al-native capabilities command 45-85% valuation premiums by O
transforming passive monitoring into autonomous optimization.

Multi-Site Expansion

EQE The factory-as-a-unit growth model drives powerful cohort economics with @
NRR exceeding 130% through global standardization.
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Measurable ROI

Platforms delivering 15-25% OEE gains justify significant pricing power and
withstand budget scrutiny better than productivity tools.

Regulatory Defensibility

Deep compliance moats (FDA, ISO, IATF) create high switching costs and
sustain 95%+ retention rates for vertical specialists.

Strategic M&A Environment

A 12-18% surge in deal volume for 2026 creates robust exit opportunities as
industrial giants race to acquire software capabilities.
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Sources & Methodology

Report Methodology

This report aggregates data from proprietary transaction databases, public filings, and leading industry research published through Q4 2025. Valuation multiples represent Enterprise Value / LTM
Revenue unless otherwise noted. Private market data reflects median quartiles from disclosed transactions exceeding $50M EV. Forward-looking statements for Q12026 reflect consensus
macroeconomic assumptions regarding manufacturing PMI recovery, interest rate normalization, and M&A capital deployment.

Market Data & Industry Standards M&A Intelligence
P MarketsandMarkets @ Bain & Company
MES Market Global Forecast to 2030 Global M&A Report 2026
Py Semiconductor Industry Assn B PwC
State of the Industry Report Industrial Manufacturing Deals Outlook
™ ISM / PMI = Lazard
-l
Manufacturing PMI Report 2025 2025 M&A Review & 2026 Outlook
= Fortune Business Insights Q Capstone Partners
= Manufacturing Software Market Merger & Acquisition Outlook
Industry Analysis & Strategy Valuation Benchmarks
& Deloitte 4 I~ PltchBool.< .
2026 Manufacturing Industry Outlook Manufacturing Software Valuations
McKinsey & Company Q Clearly Acquired
Future of Manufacturing / Industry 4.0 SaaS Multiples 2025-2026

Manufacturing SaaS Valuation Report — Q12026



