
FOCUS is a leading national M&A firm for the lower middle

market. With over 40 years of experience, a global footprint, and

hundreds of successful deals across myriad industries, FOCUS

continues it’s mission to redefine the banker/client relationship. 
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INDUSTRY TRENDS

Budget and Procurement Shifts

US defense spending remains steady (~$892B proposal for

FY 2026), but priorities are shifting: the Pentagon is cutting F‑35

procurements (~45–50% fewer jets) in favor of missiles, drones,

and next-gen platforms like NGAD and collaborative combat aircraft.

NATO nations continue to ramp up their defense budgets, pledging

5% of GDP by 2035—a trend fueling European defense equities.

Rapid Growth in Drones & Missile

Systems

Missile systems (e.g., Lockheed, RTX) and drones/UAS are top

procurement priorities, and companies like AeroVironment are

reporting record earnings—+40% YoY sales, backlog jumped from

$400 M to $726 M.

Stockholm-based Unmanned tech is widely cited as part of a “War

from Home” trend—low-risk, high-tech warfare.

Technological Integration & AI

The Pentagon is accelerating partnerships with Silicon Valley and

defense-tech outfits, awarding contracts (e.g., OpenAI’s $200 M AI

deal), embedding tech execs into military roles, and focusing on

autonomy and surveillance systems.

Commercial Aerospace Recovery

In May 2025, U.S. durable goods orders spiked 16.4%, driven by a

230% jump in commercial aircraft orders (303 new orders, largely

from Boeing).

Executives expect narrow- and wide-body aircraft deliveries in

H1 2025 to match or exceed H1 2024 levels: 83% and 88%

respectively.

Sources: Allied Market Research, www.investors.com, Market Watch, Axios,

Reuters, Accenture and PWC.
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M&A & Investment Landscape

Q1 saw strong M&A activity in A&D, with deal volume slightly higher

YoY and significant strategic and PE interest in mission critical‑

tech, especially AI/digital integration.

Globally, while overall M&A volume dipped (~9%), A&D deal values

rose, bucking broader market trends.

Market & Investment Trends

Defense-tech VC flourished: over 400 firms raised nearly $13 billion

in H1 2025—but uncertain exit environments due to flat M&A

multiples. 

Equity-wise, RTX hit record highs backed by over $200 B in

combined backlog (commercial + defense).

ETFs like Select STOXX Europe A&D (EUAD) climbed ~78% in

2025, propelled by European defense spending. 
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Sources: Allied Market Research, www.investors.com, Market Watch, Axios,

Reuters, Accenture, PWC and DACIS.
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DoD May Scrap Navy’s F/A-XX Sixth‑Gen

Fighter

An Axios/Barron’s report reveals the U.S. Navy is reconsidering its F/A‑XX

sixth-generation fighter program, potentially ceding development to the Air

Force’s Boeing-built F‑47 NGAD. This uncertainty caused Northrop

Grumman (a presumed frontrunner) shares to drop 1.8%, while Boeing

stock rose on renewed investor confidence.

Boeing Names Permanent CEO for

Defense & Space

As reported by WSJ, Boeing appointed Stephen Parker as permanent

President & CEO of its Defense, Space & Security unit. This change

follows notable program challenges (Starliner delays, cost overruns), but

Parker is credited with stabilizing operations.

Japan’s H‑2A Rocket Retires After 50

Missions

AP News notes Japan successfully launched GOSAT-GW aboard its 50th

and final H‑2A rocket. The mission marks the end of a legacy era,

transitioning to the H‑3 launcher to elevate Japan's commercial satellite

capabilities.

SIGNIFICANT NEWS

Record Defense Budget Boosts Drone &

Rocket Firms

According to Investor’s Business Daily, the U.S. FY 2026 defense request

hit a record $892.6 billion, shifting spending from F‑35s and ships toward

small drones and missiles. Stocks for Rocket Lab, AeroVironment, and

Joby Aviation surged—Rocket Lab is launching ESA navigation satellites

via Electron.

UK Avoids Aerospace Tariffs Under New

US–UK Trade Deal

AIN Online reports a new trade agreement now shields UK-made

aerospace engines (e.g., Rolls‑Royce) from U.S. tariffs—bolstering the UK

aerospace sector post‑Paris Air Show discussions.
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Indian Government Revises Aerospace

Park Land Plans

Economic Times reports Karnataka’s government has scaled back land

acquisition—dropping 495 acres—for a proposed defense-aerospace park

near Bengaluru after public objections, signaling a more cautious

approach.
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TRANSACTION HIGHIGHTS

In June 26, 2025, Lockheed Martin Corp. announced it had completed its acquisition of the Rapid Solutions Business of Amentum Holdings, LLC for

$360 million in cash. As a multi-domain provider of space and airborne mission capabilities that include intelligence, surveillance and reconnaissance

technologies, the Rapid Solutions portfolio solidifies Lockheed Martin's ability to help customers better address the threat potential. Read more here.

 

In June 13, 2025, Redwire Corp. announced it had completed its acquisition of Edge Autonomy, a portfolio company of AE Industrial Partners, LP, for

$925 million in cash and stock. Purpose built proven technology portfolios bridge the gap between airborne and space-based systems and enable

software-defined, AI-enabled, autonomous operations across multiple domains and orbits, from the surface of the Earth to the surface of the Moon,

Mars, and beyond. Read more here.

 

In May 27, 2025, Serco, Inc., a subsidiary of Serco Group plc, announced it had completed its acquisition of the Mission Training and Satellite

Ground Network Communications Software Business (MT&S) of Northrop Grumman Corp. for $327 million. The acquisition marks a significant

advancement in Serco's mission-readiness solutions, integrating specialized expertise in synthetic training, exercise simulation, and ground satellite

communications software solutions. Read more here.

 

In January 27, 2025, Barnes Group, Inc. announced that Apollo Global Management, Inc. had completed its acquisition of Barnes in an all-cash

transaction that values the company at an enterprise value of approximately $3.6 billion. As a private company, Barnes plans to expand its

operations to manufacture machined and fabricated components and assemblies for aircraft engine and airframe builders as well as customized hot

runner systems, high precision molds, components, and system solutions for complex plastic injection molding applications. Read more here.

 

In January 7, 2025, Gilat Satellite Networks Ltd. announced it had completed its acquisition of Stellar Blu Solutions LLC for approximately $245

million in cash. The acquisition marks a pivotal step in the strategy to expand Gilat's presence in the growing In-Flight Connectivity (IFC) market,

leveraging Stellar Blu’s next-generation specialized connectivity, network, and electronics solutions for private sector and U.S. federal government

aerospace and satellite network markets. Read more here.

Source: Defense & Aerospace Competitive Intelligence Services (DACIS)
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https://news.lockheedmartin.com/2025-06-26-lockheed-martin-completes-acquisition-of-amentums-rapid-solutions-portfolio
https://ir.redwirespace.com/news-events/press-releases/detail/179/redwire-completes-acquisition-of-edge-autonomy
https://www.serco.com/na/media-and-news/2025/serco-completes-acquisition-of-northrop-grummans-mission-training-satellite-ground-network-communications-software-business
https://www.businesswire.com/news/home/20250126866838/en/Apollo-Funds-Complete-Acquisition-of-Barnes-Group
https://www.gilat.com/pressreleases/gilat-completes-acquisition-of-stellar-blu-solutions-llc/
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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
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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 20.6x, remains the most

consistent performing sector in the Focus A&D Index with every company delivering double digit

performance

The age of the current inventory of weapons systems is generating strong demand for spares while

new OEM orders are driving continued growth for Components with no end in sight

The stock performance in the A&D Components sector rose 22.04% in H12025, which consistently

outperformed the S&P 500 every month in 2025, which grew by 5.73% over the same period. This

sector has consistently delivered strong investor results

09
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EV/EBITDA

FOCUS A&D COMPONENTS INDEX

H1 2025 Stock Performance

Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services

(DACIS) and FOCUS research

Aerospace & Defense / 2025 Industry Report



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 Manufacturing companies sits at 10.7x,

which was a slight improvement over 2024 with more consistency than in 2024

Tariffs and supply chain uncertainty created challenges during most of H1, with more tariff clarity

allowing the sector to rebound in June 2025

The stock performance in the A&D Electronics Manufacturing sector rose16.05% in H12025, which

outperformed the S&P 500 in 2025, which grew by 5.73% over the same period. This sector was

buoyed by a strong finish to H1.

11
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EV/EBITDA

FOCUS A&D ELECTRONICS MANUFACTURING INDEX

H1 2025 Stock Performance

Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services

(DACIS) and FOCUS research
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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 rose to 14.5x, which was strong

from top to bottom in the sector

The commitment to Defense by the new administration, coupled with NATO commitments to

purchase U.S. weapons systems created significant tailwinds for Defense

The stock performance in the Defense sector rose 33.5% in H12025, which outperformed the S&P

500 in 2025, which grew by 5.73% over the same period. This sector had an historic run of

success in 2025 as investors flocked to these companies.

13
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EV/EBITDA

FOCUS A&D DEFENSE INDEX

H1 2025 Stock Performance

Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services

(DACIS) and FOCUS research
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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 & Satellite companies rose to 13.8x by the end of

H1, influenced by strong performance for several companies over 2024

The announcement of investment in the “Golden Dome” along with the budget deal for increased

investment in Space drove dramatic improvement at the end of H1.

The stock performance in the A&D Space & Satellite sector rose30.1% in H12025, which

outperformed the S&P 500 in 2025, which grew by 5.73% over the same period. While company

results were uneven, the sector broke from the S& P with a strong H2 likely ahead.
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EV/EBITDA

FOCUS A&D SPACE AND SATELLITE INDEX

H1 2025 Stock Performance

Source: S&P CapIQ, Defense & Aerospace Competitive Intelligence Services

(DACIS) and FOCUS research
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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. 

SecuriGence is a

transformational addition to the

Chenega MIOS portfolio that

provides differentiated technical

capabilities with the same

mission-driven mindset to solve

a customer’s most critical

challenges.

Click here to read now

Chenega Corporation has

acquired SecuriGence LLC

Click here to read now

Timing Kills Deals: Why

Government Contractors Can’t

Afford to Wait

As national security priorities

evolve and federal budgets shift,

M&A continues to be a powerful

growth lever for government

contractors. Strategic acquisitions,

divestitures, and joint ventures are

shaping the next generation of

mission-critical service providers.

Click here to read now

The Future of Government &

Defense M&A: Key Trends and

Opportunities in 2025

Of the deals that fail to meet the

objectives of the buyer up to 70%

can be attributed to the lack of

pre-closing planning to address a

smooth transition and integration

post-closing.

Click here to read now

Closing Is Just the Beginning:

Key Steps to Post-M&A Success

In the world of M&A, especially in

the government contracting

sector, the biggest threat to a

successful transaction isn’t price,

valuation gaps, or competition—it’s

time.

acquired
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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
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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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