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INDUSTRY TRENDS

Increased Demand for Cybersecurity
and AI Integration 
With rising cyber threats and geopolitical tensions, government and
defense contractors are increasingly focused on cybersecurity and
artificial intelligence (AI). The Department of Defense (DoD) is
accelerating AI adoption for threat detection, intelligence analysis,
and autonomous systems, while agencies emphasize zero-trust
cybersecurity frameworks. Companies with strong AI and cyber
capabilities are becoming prime acquisition targets as defense
budgets prioritize digital transformation. 

Sustained Growth in Defense Spending
Despite Budget Pressures 
Despite broader fiscal constraints, defense spending remains robust
due to global instability, particularly in Eastern Europe and the Indo-
Pacific. The 2024 National Defense Authorization Act (NDAA)
reinforces funding for modernizing military assets, replenishing
munitions stockpiles, and expanding space and missile defense
programs. M&A activity in these segments is expected to remain
strong as firms seek scale and technological differentiation.

Heightened Focus on Supply Chain
Resilience
The defense industry continues to grapple with supply chain
disruptions caused by geopolitical shifts, material shortages, and
increased regulatory scrutiny. The U.S. government is pushing for
greater domestic manufacturing capabilities, especially in critical
areas like semiconductors, rare earth minerals, and advanced
defense components. Businesses with vertically integrated supply
chains or strong reshoring strategies are becoming more attractive
acquisition targets.



INDUSTRY TRENDS
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Uncertaining in Trump 
Administration 2.0
While Government & Defense spending is not in the immediate
crosshairs of the push to shrink federal spending, short-term
uncertainties around priorities and shift in focus has the potential to
cause delays in federal procurement activity. Long-term
transforming the procurement process and streamlining acquisition
policy hold great potential to shrink the time to allow contractors to
meet government demands and remove cost from the process.

Surge in Space and Hypersonic
Technologies Investment
The U.S. government is ramping up investments in space-based
defense systems and hypersonic weapon development to maintain
strategic superiority. The Space Force is prioritizing satellite defense
and resiliency, while DARPA and major defense primes are
advancing hypersonic glide vehicles and missile defense systems.
Companies specializing in these emerging technologies are
experiencing heightened interest from both strategic buyers and
private equity investors.



Boom’s XB-1 Achieves Supersonic Flight
Milestone
American Institute of Aeronautics and Astronautics, January 2025

Under Trump, decision on Air Force’s
NGAD will shape fleet for decades
Defense News, December 2024

No runways, no sorties: Chinese missiles
threaten US airpower plans
Defense News, December 2024

SIGNIFICANT NEWS

U.S. Navy Carves Independent Path For
Future Fighter Design
Aviation Week, November 2024

The Army’s Quest for a Next Generation
Self-Propelled Howitzer
Institute for Defense and Government Advancement, October 2024
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https://www.defensenews.com/air/2024/01/19/air-forces-next-nuclear-missile-at-risk-after-costs-spike/
https://www.defensenews.com/air/2024/01/19/air-forces-next-nuclear-missile-at-risk-after-costs-spike/
https://www.defensenews.com/air/2024/01/19/air-forces-next-nuclear-missile-at-risk-after-costs-spike/
https://www.etfstream.com/articles/blackrock-unveils-aerospace-and-defence-etf
https://www.etfstream.com/articles/blackrock-unveils-aerospace-and-defence-etf
https://www.etfstream.com/articles/blackrock-unveils-aerospace-and-defence-etf
https://www.bloomberg.com/news/articles/2024-03-04/carlyle-alumni-amass-1-2-billion-for-defense-aerospace-bets
https://www.bloomberg.com/news/articles/2024-03-04/carlyle-alumni-amass-1-2-billion-for-defense-aerospace-bets
https://www.bloomberg.com/news/articles/2024-03-04/carlyle-alumni-amass-1-2-billion-for-defense-aerospace-bets
https://breakingdefense.com/2024/04/general-electric-completes-spin-off-of-aviation-engines-business-launching-ge-aerospace/
https://breakingdefense.com/2024/04/general-electric-completes-spin-off-of-aviation-engines-business-launching-ge-aerospace/
https://breakingdefense.com/2024/04/general-electric-completes-spin-off-of-aviation-engines-business-launching-ge-aerospace/
https://breakingdefense.com/2024/05/tired-of-being-shock-absorber-on-inflation-defense-industry-wants-new-protections-aia-chief/
https://breakingdefense.com/2024/05/tired-of-being-shock-absorber-on-inflation-defense-industry-wants-new-protections-aia-chief/
https://breakingdefense.com/2024/05/tired-of-being-shock-absorber-on-inflation-defense-industry-wants-new-protections-aia-chief/


TRANSACTION HIGHIGHTS

In November 19, 2024, AeroVironment announced an all-stock acquisition of BlueHalo, a space and defense technology company, valued at
approximately $4.1 billion. This move aims to expand AeroVironment's portfolio amid increasing geopolitical tensions. The deal is expected to close
in the first half of 2025.

In October 15, 2024, Teledyne Technologies announced a $710 million cash acquisition of several aerospace and defense electronics businesses
from Excelitas Technologies. The deal includes U.K.-based Qioptiq, known for its advanced optics used in various defense and space applications.
The acquisition is expected to finalize early next year.

In September 9, 2024, Italian aerospace and defense group Leonardo remains in discussions to define planned alliances and joint ventures with
European peers. These strategic moves aim to strengthen its position in the industry.

In December 27, 2024, Turkish drone manufacturer Baykar acquired Italian aircraft producer Piaggio Aerospace. The financial specifics of the deal
were not disclosed. Baykar committed to continuing and expanding aircraft production, technical support, training, logistics, engine maintenance,
and component manufacturing.

In December 3, 2024, Korean Air accelerated the completion date of its acquisition of Asiana Airlines to December 11, contingent on final approval
from U.S. competition regulators. The deal, worth 1.8 trillion won ($1.3 billion), has faced delays due to competition concerns.

Source: Defense & Aerospace Competitive Intelligence Services (DACIS)
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https://bluehalo.com/aerovironment-to-acquire-bluehalo/
https://www.teledyne.com/en-us/news/Pages/teledyne-to-acquire-select-aerospace-and-defense-electronics-businesses-of-excelitas.aspx
https://www.reuters.com/business/aerospace-defense/leonardo-talks-alliances-joint-ventures-ceo-says-2024-09-09/
https://www.reuters.com/markets/deals/turkish-drone-maker-baykar-buys-italys-piaggio-aerospace-2024-12-27/
https://aviationa2z.com/index.php/2024/12/11/korean-air-completes-1-4-billion-merger-with-asiana-airlines/
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Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services
(DACIS) and FOCUS research
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Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services
(DACIS) and FOCUS research



FOCUS A&D COMPONENTS INDEX

This index is comprised of ten companies that are key
component suppliers in the A&D industry. They are public and
drive performance of many of the large defense contractors.
Included are companies that design and build products,
primarily as Tier 1 suppliers, with significant value add to the
parts, subsystems, and systems they produce.

The Trends
The EV/EBITDA median ratio for the public Components companies sits at 18.1x, remains the most
consistent performing sector in the Focus A&D Index with every company delivering double digit
performance.
The stock performance in the A&D Electronics sector rose 7.46% in H22024, which barely
underperformed the S&P 500, which grew by 7.89% over the same period. This sector has
consistently delivered strong investor results.
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EV/EBITDA

FOCUS A&D COMPONENTS INDEX

H2 2024 Stock Performance

Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services
(DACIS) and FOCUS research



FOCUS A&D ELECTRONICS MANUFACTURING INDEX

This index is comprised of ten companies that are significant
electronics suppliers in the A&D industry. They are public and
provide critical and scarce technology that enables growth in
the A&D industry. Included are companies that design,
produce, and distribute radio frequency (RF) components and
microelectronics, semiconductors, radar systems, complex
avionics, and surveillance systems.

The Trends
The EV/EBITDA median ratio for the public Electronics companies sits at 9.5x, with a marked
decline from H1 but still performing at a high level.
The stock performance in the A&D Electronics sector rose 23.11% in H22024, which significantly
outpaced the S&P 500, which grew by 7.89% over the same period.Investor interest in this sector
reflects the criticality of Defense Electronics as a source of differentiation in future products.
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EV/EBITDA

FOCUS A&D ELECTRONICS MANUFACTURING INDEX

H2 2024 Stock Performance

Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services
(DACIS) and FOCUS research



FOCUS A&D DEFENSE INDEX

This index is comprised of nine companies that are major OEMs
in the A&D industry.They are public and have significant
influence over the Component and Electronics companies,
driving collaboration and teaming. Included are companies that
design and manufacture aircraft, missiles, ships, tanks, and
support equipment for the warfighter.

The Trends
The EV/EBITDA median ratio for the public Defense companies sits at 14.0x, with all but one
company enjoying double digit performance in this sector (excluding Boeing as it continues to work
through a host of issues to stabilize its core business).
The stock performance in the A&D Defense sector rose 2.71% in H22024 with a marked decline in
the fourth quarter, resulting in a clear underperformance compared to the S&P 400 which grew by
7.89% over the same period.
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EV/EBITDA

FOCUS A&D DEFENSE INDEX

H2 2024 Stock Performance

Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services
(DACIS) and FOCUS research



FOCUS A&D SPACE AND SATELLITE INDEX

This index is comprised of nine companies that are forging the
latest frontier in space. They are public and are involved with
NASA, Space Force, and the Intelligence community to drive
the U.S. mission to dominate space. Included are companies
that design and build satellites, ground and mission systems,
manned and unmanned space vehicles and space-based
weapons.

The Trends
The EV/EBITDA median ratio for the public Space and Satellite companies sits at 10.0x, with wide
range in multiples between top performer at  52.8x and a low of 3.0x. 
The stock performance in the A&D Space and Satellite sector grew by 28.45% in H22024,
recovering most of the value lost in H1. With S&P 500 increasing by 7.89%, it’s clear that this
portfolio of stocks contains a higher risk profile, with a higher floor and lower ceiling than the S&P
500. Space truly is the new frontier from an investor perspective.
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FOCUS A&D SPACE AND SATELLITE INDEX

H2 2024 Stock Performance

Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services
(DACIS) and FOCUS research

EV/EBITDA
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NEWS & INSIGHTS

What’s Happening
Government contracting in the aerospace and defense sectors is currently experiencing significant shifts driven by global geopolitical tensions and
advancements in technology. 

The best leaders are those who
serve their employees, and in
doing so, create a culture that
values employees by building
authentic relationships.

Click here to read now

Preparing Your Team for the
Transition: Steps to Take Before
the Sale

Click here to read now

Terminator: 40 Years Later

Secretary Wormuth shared the
current US Army Transformation
Strategy and the successes to
date. The Army is shifting its focus
from addressing counterterrorism
to preparation for large-scale
combat. 

Click here to read now

Insights from AUSA

Skyrocketing A&D Production:
Capitalizing on the M&A value
right in front of you.

Click here to read now

Skyrocketing A&D Production:
Capitalizing on the M&A value
right in front of you

Even though the future described
in the movie has not occurred,
when you look at the weapons and
technology being developed and
evolved by the U.S. military, you
can see the possibility of machines
acting independently of humans.

https://focusbankers.com/preparing-your-team-for-the-transition-steps-to-take-before-the-sale/
https://focusbankers.com/terminator-40-years-later/
https://focusbankers.com/terminator-40-years-later/
https://focusbankers.com/insights-from-ausa-2024/
https://focusbankers.com/skyrocketing-ad-production-capitalizing-on-the-ma-value-right-in-front-of-you/
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DEALS

Recent Transactions
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OUR TEAM

Who We Are

barry.calogero@focusbankers.com
Managing Director
Barry Calogero

doug.rodgers@focusbankers.com
Chairman Emeritus
Doug Rodgers

brent.costello@focusbankers.com
Managing Director
Brent Costello

jim.sowers@focusbankers.com
Managing Director
Jim Sowers

peter.Lewczykowski@focusbankers.com
Associate
Peter Lewczykowski

eric.oganesoff@focusbankers.com
Managing Director
Eric Oganesoff



ABOUT FOCUS BANKERS

FOCUS Investment Banking is a trusted
name in M&A advisory services with a
nationwide footprint and a global reach
With more than four decades of experience, FOCUS Investment
Banking is a trusted name in M&A advisory services worldwide. FOCUS
works to understand each client’s strategic and financial objectives,
craft the best plan to achieve these goals, and deliver success.
Whether helping to sell, buy, or raise capital, FOCUS strives to
maximize the value of every transaction to the benefit of its clients.
FOCUS bankers are seasoned operating and financial executives with
extensive transaction experience.
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TRANSACTIONS: VALUES UNDISCLOSED 

APPENDIX
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TRANSACTIONS: VALUES UNDISCLOSED CONTINUED
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TRANSACTIONS: VALUES UNDISCLOSED CONTINUED
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TRANSACTIONS: VALUES UNDISCLOSED CONTINUED
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TRANSACTIONS: VALUES UNDISCLOSED CONTINUED
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TRANSACTIONS: VALUES UNDISCLOSED CONTINUED


