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	EXECUTIVE SUMMARY

	We are pleased to present our 1Q 2026 report as we are seeing many signs of a positive expanding manufacturing sector as well as increased M&A activity.
	The year for manufacturing has started out strong with the Purchasing Managers Index (“PMI”) above 50 for the 3rd month of the year. M&A was strong in the 1st quarter and we are seeing more engagements being signed and more inquiries about individuals interested in selling their business. We expect these trends to continue given the money at funds that need to be put to work and the stimulus from lower taxes and deregulation to kick-in.
	Last years announcement of wide spread Tariffs caused uncertainty which slowed down some manufacturing decision making and also M&A activity. At this point the Tariffs have either been settled or factored in. In fact in some cases it is motivating foreign companies to explore acquiring U.S. based manufacturers to help avoid some of this.
	We entered the year with optimism for both manufacturing production and related M&A activity and we are seeing this trend thus far. Our thesis is based on:
	The Big Beautiful Bill has many pro-business initiatives such as lower taxes and accelerated depreciation on capital goods.
	Interest Rate Easing
	Tariffs coming off the table or at least being settled which creates less uncertainty and allows businesses to invest knowing what the rules are.
	Private Equity Funds are sitting on mountains of money that needs invested.There is some risk that “Operation Epic Fury” could slow this down due to higher energy costs and uncertainty. However, if this is completed in the next few weeks then we don’t believe this will have long-term effects.
	MANUFACTURING DATA

	ISM PMI
	ECONOMIC DATA
	INDUSTRY TRENDS

	1st Quarter Saw Manufacturers Optimism Rise
	The national association of manufacturers (“NAM”) reported that 75.3% of manufacturers reported a positive outlook which is a 5.4% increase over last quarter. Sales and production are projected to rise 3.8% and 3.5%, respectively, up from the previous quarter’s forecast of 2.8% and 2.4% growth. The NAM survey was conducted February 10th to the 26th, 2026. Additionally, the Purchasing Managers Index (“PMI”) was 53.7% for March also representing an expanding manufacturing sector.

	Worldwide M&A hits a 5-year High
	Volumes were down but megadeals drove absolute values. Apart from geopolitical turmoil, advances in artificial intelligence that have created ​AI winners and losers shaped the start of the M&A year, driving four of the six biggest deals. Generally, the large deals help trigger sellers to come off the sidelines and follow these trends. We are seeing these early green shoots from new engagements and pitch activity in the advanced manufacturing sector.

	Smart Factory Adoption Continues to be On the Rise
	According to the World Economic Forum, 75% of high-performing factories are investing in data-driven, connected platforms to improve real-time visibility and productivity.Agentic AI (AI that can reason and take action) is being adopted for supply chain management and production. Furthermore, 77% of manufacturers plan to increase investments in AI, with 22% looking to deploy physical AI/advanced robots.

	Supply Chains are moving from permanent to flexible
	Uncertainty regarding policy changes and geo-political risk is pushing manufacturers to design networks that flex by geography, backed by shared data, scenario planning, and resilient supplier partnerships. This is also driving M&A in cases where manufacturers are looking to buy to fill gaps.
	WHAT ARE WE READING?

	Manufacturers upbeat about outlook despite economic headwinds: NAM
	Although companies face trade uncertainties and other challenges, their overall sentiment has improved from the fourth quarter of 2025, according to a National Association of Manufacturers survey. Read here.

	U.S. manufacturers see best month in 2 1/2 years, but Iran war threatens to derail progress
	American manufacturers grew in March at the fastest pace in 2 1/2 years, by one measure, but the Iran war added fresh uncertainty and threatened to boost inflation just as the effects of the original Trump tariffs were fading. Read here.

	Defense Picks Stratasys for Additive Manufacturing Initiative
	Stratasys Ltd. today announced that its parts-on-demand business, Stratasys Direct, has been selected to take part in the U.S. Department of War’s (DoW) Joint Additive Manufacturing Acceptability (JAMA) IV Pilot Parts Program, a multi million-dollar initiative to accelerate qualification and deployment of 3D-printed parts across military platforms and systems. Read here.

	Anduril's Arsenal-1 facility aims to provide flexible capacity for defence production
	Anduril is building out its Arsenal-1 facility in Ashville, Ohio, to meet growing demand for its defense products, Keith Flynn, senior vice-president of production for Anduril, told Janes during a media visit to Arsenal-1 on 19 March. Read here.
	M&A ACTIVITY
	Trends across the wider Manufacturing M&A market are showing an uptick in the 1st quarter. All of the subsectors we monitor have announced deals that are up year over year except for health care equipment which was flat. We expect these trends to continue throughout the year as much of the stimulus from the “One Big Beautiful Bill” comes into play and the more optimistic manufacturing sector views.
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	Electrical Components
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	M&A ACTIVITY

	Electronic Components & EMS
	Healthcare Equipment
	Number of Transactions
	Year/Quarter
	Number of Transactions
	Year/Quarter

	Industrial Machinery & Components
	Manufacturing / 2026 Industry Report

	SAMPLE TRANSACTIONS
	On March 11th, Anduril Industries said it plans to acquire ExoAnalytic Solutions, a company that operates one of the world’s largest commercial networks of telescopes used to track satellites and space debris, in a move that expands the defense technology firm’s push into national-security space programs. Read here.
	On March 10th, York Space Systems said it has acquired Orbion Space Technology, bringing a key satellite propulsion technology inside the company as it expands production for national security space programs. Read here.
	On March 5th, AFM Capital Partners Inc announced that it has acquired a majority ownership interest in Incodema3D Holdings, Inc, Ithaca, New York, USA. Sean Whittaker, CEO, and the senior leadership team retained significant equity ownership and will continue to lead the business in partnership with AFM Capital. Read here.
	On February 4th, Symbotic acquired autonomous forklift developer Fox Robotics in a move that broadens its logistics robotics offerings. Symbotic founder and CEO Rick Cohen said the Fox Robotics acquisition gives Symbotic access to a broader market in autonomous material handling and the possibility to introduce new solutions even beyond existing warehouse automation. Read here.
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