Transcript: Megabuyte CEOBarometer podcast: Q3 2025 – Insights for UK Tech CEOs and Boards
The Megabuyte CEOBarometer is a must-listen quarterly podcast for UK tech CEOs and their boards, co-hosted by Ian Spence, Founder and Chairman of Megabuyte and Neel Arampatta, Head of Research and Consulting at Megabuyte. Each episode delivers focused analysis of trends shaping the UK technology sector, from mergers and acquisitions to capital markets, private equity, and venture capital activities. Backed by proprietary data and insights from Megabuyte's financial analysts, it provides practical perspectives to help leadership teams drive growth and strategic decision-making.
This is a transcript of the Q3 2025 episode.
While this transcript provides a detailed summary, the full podcast offers a richer experience. You can listen on platforms like Apple Podcasts, Spotify, or Podbean, or stream it at your desk via your browser here.
Speakers:
IS – Ian Spence
NA – Neel Arampatta

IS:	Hi, and welcome to the Q3 edition of the CEOBarometer podcast. So, those of you who tuned in last time will know the podcast is now released quarterly instead of monthly, as it was previously, and the episodes are a little bit longer. This new format gives us room to step back and take a more strategic view of the trends shaping the UK tech sector, whether that's M&A, capital markets, or the broader macroeconomic picture. And I'm also delighted to welcome again, Neel Arampatta. Neel's our Head of Research and Consulting at Megabuyte, and he's joining me as my co-host. Welcome, Neel.
NA:	Glad to be back.
IS:	Neel brings deep insights across the board, really, but specifically in ICT and Digital Services, where he led that team for a number of years, and I'll continue to focus on Software and Digital Platforms, but we'll mix it up, and we'll dive in on all the themes. So, thanks for tuning in, and regardless of the timeframe, whether that's quarterly or monthly, we're going to be covering what we've always covered on the podcast, really, five key things: growth and trading trends, capital markets, private equity, venture capital and M&A, and for each of those areas, we'll bring out key data points and news items, discuss the underlying trends, and then we'll aim to help listeners understand what all of that analysis and our thoughts mean for their businesses. So, let's get into it. So, I think we'll start, as we do always, with the trading and growth trends. So, I'll just run through, I think, some of the kind of metrics, shall I, that we're going to… then we can dive into some of the details. So, as regular listeners and, indeed, subscribers to the Megabuyte service will know, we analyse the organic growth of - what is it now - 1,700 companies?
NA:	1,800.
IS:	1,800 companies. And so we get a very good idea of what organic growth trends are within ICT and Digital Services, and also in Software, and actually, we can drill into those on the platform into much greater granularity, but in terms of those two sectors, we've seen a further reduction in growth rates in both sectors. So, ICT and Digital Services recorded 6% organic growth on average in the period, down from 7%, and that's down from - what is it – 17%/18% at the peak of the post-COVID. Software reducing again to 12%, down from 13%, so a 1% point drop in both areas of the market. And overall, we're looking at growth now dropping by about 1% to 9% on average across all the companies we track. Now, there's lots of puts and takes on that, and we'll get into it. I think one of the key things to mention on this is that these are scorecard companies, so these are companies that publish full accounts that are generally profitable. So it probably somewhat overestimates the growth rates to some degree, but we can kind of get into that. I think what we'll do is we'll probably look at ICT Services first, and then I'll get into some of the Software commentaries. I don't know, Neel, do you want to just chat through some of the kind of key things you're seeing in ICT Services?
NA:	Yeah, I think so, and I think, certainly, versus what we… I was listening to the podcast that we did last quarter to try and see what the commentary… how different the commentary would be this time. The answer is probably it's more of the same trends, just continuing to push down those growth rates. So, it's not like there's something massively new that's changed things, but it's still the effect of macroeconomic pressure, the uncertainty. We still have lots of companies talking to us about their sales pipeline. That's still longer than anyone would like, and so, as a result, it's really difficult to predict anything. You've got inflationary pressure on the cost base. Interest rates still have an impact on internal investment but also on M&A activity; I'm sure we'll get onto that later. So fundamentally, from my point of view, it's more of the same, more of the same sort of difficult trading that's causing that, sort of, subdued growth rate. The thing to say, though, it's not like it's getting massively worse each quarter. I'm not going to sit here and go, you know, things suddenly have got much worse. It's not getting much easier either, and I think probably the thing to talk about - maybe we'll come on to outlook - is that the outlook and the sentiment isn't there to suggest that things are going to get better in the next 12 months. Fundamentally, what we've seen in typical down periods in the past is that ICT Services, if those management teams have confidence that things are going to get better in the next, let's say, 12 to 18 months, what we have seen is actually still capital investment going into technology stacks to improve things. You've seen it go into M&A to try and add capabilities to catch the rise, or you've just seen Opex recruitment basically ahead of the curve. We're not seeing that. So, fundamentally, at least what we're seeing is there is not enough confidence in a 12-month view for people to be investing in the things we expect them to be investing in, so it's very much still lockdown; make sure you've got your existing customers happy; you've got your existing revenue bases, sort of, as locked down as you can do, and wait to see how things will improve, which is disappointing because we had come into 2025 expecting this to be a better year versus 2024, which we expected to be a better year than 2023.
IS:	Yeah, and I think that's one of the things that's been sort of difficult, I think, is people were ramping up, I think, for a better year across ICT and Software. And then, you know, the whole Trump thing with tariffs, etc…
NA:	Yeah.
IS:	…caused a lot of concern. UK macroeconomic situation, as you say, where we're sort of slightly plus sachant. It is tough. It remains tough. One thing I meant to mention on the growth rates, and then I'll let you carry on some of the ICT, sort of, specifics, but just to highlight these growth rates, when we talk about our reported growth rates, just a reminder for listeners that the vast majority of companies we're tracking are private companies, so they will have a nine-to-12-month lag on those results. So when we're talking about 12% on average for Software and 6% on average for ICT Services, that is companies that are reporting results in the last quarter that will relate to - what are we talking about? We're not even December 2024 yet, are we? We're really, kind of, September 2024, probably.
NA:	September 2024. We've got a good base of December 2024. It's not complete.
IS:	Yeah.
NA:	The next big filing period we're expecting is September, but I think we have a good view on what 2024 looks like. In ICT, if I had to take all the data that we've got, it looks like 2024 was really a 6% to 7% median growth rate on average for the ICT Services sector, which is just not great. I mean, that's inflation, plus a couple of percentage points. So from that perspective, it's not great. The hope is that 2024/2025 was going to be a couple of percentage points higher than that, so actually starting to see meaningful growth, but I think we're probably going to see a similar-ish 2025.
IS:	So, pull out some of the interesting results, maybe, for us in the ICT Services sector.
NA:	Yeah, so there are some really, really interesting ones, and, like, amongst all this sort of bad news, there are some companies that are doing really, really well. You know, if you want to look at the telecom sector, which doesn't necessarily blow the headlines usually when it comes to growth, but you've still got the likes of wireless logic in the M2M IOT space, which is absolutely flying. They did a massive, you know, secondary - not secondary, now they're on their fourth…
IS:	Fourth.
NA:	…I think…
IS:	Yeah.
NA:	…deal earlier this year, so that's still doing really, really well. You’ve got the likes of… in the consultancy space, you’ve got the likes of Jainam, which is very well known by the private equity community, seems to be a bit of a PE Darling. They do really complex data services for Portcos and their private equity investors. The go-to market there is really, really strong, so they're doing really, really well from that perspective. Then you've just got excellent businesses like FSP in the systems engineering space, Bridewell in the cybersecurity space.
IS:	Who … that this morning.
NA:	Yeah, so, you know…
IS:	But even… sorry to interrupt, but even Bridewell are saying that it's tough…
NA:	Yeah.
IS:	…you know, in the report that we put out this morning.
NA:	Yeah, absolutely. So, I think the lesson or the story to take away from here is the market is difficult, but there are ways and there are strategies in which you can really outperform, not just do slightly better than; you can really outperform. I spoke to a new company, which we're going to publish on in the next couple of weeks, called Extrovert, which is in the VMWare space. It's gone from 6.7 million revenue to 10 to 20. They're going to get to 50 by the end of 2027. That's the prediction. Absolutely flying. They've got a really core target market. They've got extreme subject matter expertise in what they need to do, and that is paying off for them in that respect. Now, there are market things driving that as well, but all these names that I've described, they're all companies that have got their go-to-market strategy right. They know who their core customer base is. They know what their value proposition is, and I think that is what's very attractive for customers or people actually looking for expertise. What they want is expertise, which sounds really obvious to say, but it's particularly important now in times like this, where people don't really want to spend money or change providers or whatever. That's a key part of it, and I think that is a key element for us as well when we look at what are the ways to navigate this current market environment. 
We've got our… bit of a shameless plug, but we've got our ICT Channel Conference coming up in November. The first panel session on that is around verticalisation and how does that work, and how does that allow you to outperform in this market? We've got a couple of really interesting kind of verticalised MSPs on stage. The whole point of this is: are there different ways that you can stay ahead of the track? Can you do organic growth better than the market? And there are a couple of different ways of doing that, and having a really core focus on verticals is one of them. But just knowing your market, knowing your customers, and really focusing on that. The final stat, which I will repeat because I think I talked about it last quarter is this comes through in numbers. When we look at organic growth and the sources of organic growth, the vast majority of organic growth in this market at the moment is coming from existing customers, selling new services into existing customers, maybe getting price rises through. It's not going to be massive, so it's more about expanding the scope of what you're doing for them, as well as selling new things to them. That is far stronger. I think, you know, only 10% of organic growth is really coming from new logo across the market, and that just reinforces the fact for me, focus on who your existing customers are and deliver services to them. 
IS:	Yeah, and it's been a real mix, hasn't it? I mean, I'm just looking at our notes here and sort of even within the resellers, there's been mixed performance. They were pretty robust across the piste until fairly recently. Bites had a bit of a slip, didn't it? But in the IT Consulting or IT, you know, the people-based businesses, FDM still struggling. Another downgrade from them in the quarter. Just struggling to get their mountings, their sort of temporary grad people into clients in enough volume. So, it is tough. It is tough out there.
NA:	It has been, and the problem is we don't expect it to get a lot better in across the market. So, we've got a lot of companies coming to us and asking us for our advice. You know, how do they get around it? How do they work on this? We do these board workshops, and fundamentally, an element of it is that go-to market, an element of it is genuinely understanding your customer, an element of it is AI, and we will get into that in a minute. There are all these ways to get around it, but you know, it’s not a nice …[laughter – unclear]… 
IS:	And I think, looking at Software and flipping onto that, then I think a sort of few stats to bring out. I mean, I think we've had results or trading updates from quite a lot of the big guys, the Accesses, the Sages and so on of the world over the last few months, and you know, I think we probably talked about this last quarter, but those guys are all growing in the mid-to-high single digits. I mean, I think Sage delivered 10%, I think, but for the most part, those majors are growing, which is actually pretty decent at that kind of scale. 
That I don't think has changed a lot. Workday reporting 14% growth. That's an interesting bellwether. Obviously, a US-based company, clearly, but quite global, but the investors weren't very happy with that because they talked about, again, longer sales cycles. So, the outlook statement from Workday was quite mixed at best, I would say, and Salesforce only growing at 8%, interestingly. I mean, admittedly, massive scale, so that's not too shabby, but interesting that that's kind of what we're seeing from the majors. One of the things I look at - I'll talk about some of the more niche players in a minute - but one of the things I like to look at on Software in the quarterly that the team does is the balance of upgrades and downgrades, public companies, UK public companies, and so there were 22, I think, in the last quarter, UK public companies, that produced results, and of those, there were downgrades from 16, and six were unchanged and no upgrades. 
NA:	Really? 
IS:	So, I think that tells you quite a lot about the sort of direction of travel still within Software. Even though it's more robust than ICT Services from a growth perspective overall, it's probably still getting marginally worse, I think, would be the takeaway from those stats anyway. 
NA:	Obviously, you've got the historical context having covered this market. Have you seen this before? Is it as bad? Is it… contextually, is it not as bad as it could be?
IS:	I mean, one of the great things about having all these stats is we have them, but we haven't done them forever, and I haven't had access to these stats in the early part of my career, but my gut feeling is that if you're… that sort of the through-the-cycle growth in Software is 2% to 3% to 4% above inflation. It tends to grow ahead of inflation, and so we're probably about there. It's got worse. It was worse after the global financial crisis. Probably very briefly, it was worse after COVID but not for very long, as we all know. 
NA:	Sharp recover.
IS:	It was a very sharp recovery, V-shaped recovery. So, yeah, I think we're probably, you know, and the Software team will… we'll get onto the outlook in a minute, but the Software team will tell you that they also believe things will probably get a little bit worse before they get better in Software as well, but not to be too downbeat about it, back to your execution point, you know, some… still some companies, absolutely. I mean, I think some of the bigger vendors I talked about are doing really well to be delivering that kind of high-single-digit growth.
NA:	At their scale.
IS:	At their scale. But you've got still at reasonable scale, but smaller businesses like Alpha Financial, listed business, 22% growth; Causeway in the construction sector, growing in low teens; Redwood - we love Redwood in the call-centre space (Content Guru, you might know that as), 20% growth; Nervecenter, one of our favourites, winner of the Best Emerging Stars Company this year…
NA:	Yeah.
IS:	… in the health and social care space. Looking to double revenues to 30 million over the next couple of years.
NA:	That's a proper David and Goliath story, that one, isn't it? Because it's going up against these massive, massive EPR-like providers and doing really well. 
IS:	Yeah and doing really well. Origin, that we'll probably talk about when we talk about AI in the HCM space, is growing like a weed after a lot of funding. So, there's lots and lots of good stuff going on in the Software space, as there is in the ICT Services space, so I don't want to be too downbeat about it, but just the overall… it's about making your own luck, really. That's the kind of, I think, the key thing we wanted to talk about when we were talking about the results, that the market is tough, but, actually, there's lots of companies smashing it out there still because they're just getting their execution right, which, unless you wanted to say anything else more about ICT, leads us nice on to the AI conversation. 
NA:	No, I think that's right. I think probably from me, I'm also getting asked quite a lot, are there kind of particular services that are a silver bullet. You know, cyber - obviously, there's a lot going on in cyber. There's a lot going on in connectivity, whether it's the fibre stuff or whether it's actually Starlink. We're hearing a lot about Starlink in terms of partners, um, making a lot of money off Starlink again. Again, another Emerging Stars winner this year in the Starlink space, cloud, data, etc. I was having a chat with the ICT colleagues - James, who covers our Digital Services; Philip, who covers Telecoms - and, frankly, the reality is that you can always find examples of companies doing really well in each of those, but equally, you can find companies in those areas also not doing very well. In cyber, there are as many not-very-good companies as there are absolutely fantastic ones, so I think there is no silver bullet, as you said. It’s make your own luck.
IS:	Yeah, and that comes down to positioning, but positioning ultimately is strategy as well.
NA:	And what you invest in. 
IS:	And what you invest in. So, I think we managed to get through almost the entire podcast last time without talking about AI, but actually, there's some quite interesting stuff to talk about, and again, shameless plug, you can talk about your research in a minute. I'm starting to think about the State of the Nation event that we do. This will be the third year we've done it, where, actually, you and I are going to do it together this year in the end of January for subscribers, and we'll do the usual roundup of all the metrics and stuff in the sector, but I'm going to be doing a really comprehensive refresh of our thinking around AI, and there's lots of work going on within the practice area teams doing work on AI and really moving our thinking on that particular areas of pricing and so on, but I think that my sense is, and I'm going to let you talk more about this, maybe, because I think it's more in ICT Services, perhaps. That's not true, actually; in Software as well. We are seeing an acceleration. I think this year, we've seen an acceleration in AI thinking, adoption, whether that's internally or whether that's from a product perspective. There are plenty of people out there in the market still saying it's a bit of a bubble, and to me, the two things are not incongruous. So, it can be an acceleration adoption and also be a bubble. 
NA:	Yes. 
IS:	The two things are not necessarily mutually exclusive. So, I think that from a Software perspective, it's getting real. We're talking about pricing getting lots of people, software companies, scratching their head about pricing. Maybe we can talk a little bit about that, and data and content arms race in Software. Maybe I'll come back to these. I think maybe let you dive in a little bit and talk a little bit about what you've been doing in IT Managed Services. I think it's fascinating some of the conversations you've been having there around AI. 
NA:	Yes, absolutely. So, I think probably the bit of background to do this is I had given your AI framework report that you released last year. What I did was I started to have conversations, sort of tail end of 2024, with some of my, the bigger companies, just to see where their thinking was around AI, and then I thought what I'll do is, okay, June this year, I'll then... Revisit those conversations, see how people have progressed, and what's amazing to me - I should have seen it coming, but the pace of development around AI in IT Managed Service providers, in particular, has been incredible, but, actually, the reality of it is not, as a lot of people think, selling AI into customers. This is not about shifting more Copilot licences, which, frankly, you're not making any money on that anyway, because, frankly, Microsoft won't let you, and if you are a reseller of software, you're really relying on the software vendors themselves to include some of this functionality in it. 
What I've been looking at is the use of AI internally, so IT Ops, whatever term you want to use for it. What's been amazing is how much people have developed their views, and not just talking about it, what they've been doing through the start of this year. So, in the first six months of 2025, I've seen more change than I've ever seen in the operating model of an MSP. Now, there's obviously a very specific topic to MSPs, but I think it is still a proxy for what's happening in the broader ICT Services market but also I think just the technology sector and every sector is people are looking at their internal operations and going: how can AI and automation - I think we should think about both of those things to improve processes. This is about process optimisation. This is about cost optimisation through process optimisation. 
Whether it's the service desk itself; you know, how do I improve how my customers communicate with me? How do I automate some of the processes that are very repetitive? How do I take all of those? There's huge numbers of tools now available, which I'm now starting to see people experimenting various things to improve those processes, and I think what's happening is I'm seeing MSPs think about the fact that they can automate the actual ticket-resolution process. They can create AIs as knowledge workers, basically, to help understand how to categorise tickets or anything like that, but also just, you know, context inter-optimisation, which is, I know, a broader topic, not just in MSP land but also just in general, going omnichannel, going multichannel, allowing your customers to be able to communicate with you in any form that they like to, not just the ways that you want them to, having AI that can look at those communications and give you sentiment analysis. In some cases, that's new, but with AI, it's now even more kind of complex and robust. 
All of that allows, basically, what I think is going to happen over the next couple of years, but then what does MSP look like in 10 years’ time? I think it fundamentally shifts how an MSP should be structured. How do they actually think about headcount? And I'm not talking here about reducing headcount because of AI. I think this is about decoupling future revenue growth from headcount growth. The engineers you've got today, the analysts you've got today, the service desk staff you've got today, how much more can they do with all these automations? How many more customers can they support without losing customer experience? And how do you price that? Because, also, if you're doing a lot of automation and you're saying that I can now resolve this kind of ticket in half the time that I used to be able to do that, how do you educate customers that that is something worth paying more for? I don't think you can actually convince them to pay more for that.
IS:	This is… I mean, you and I have discussed this a lot offline, and it's like anyone thinking they're going to get a significant premium, particularly, I think, in ICT Services…
NA:	Yeah. 
IS:	… for AI-backed services is smoking their own supply because, actually, I just don’t… it just doesn't really ever happen in ICT Services, does it? 
NA:	No.
IS:	You don't get a premium for anything ever. 
NA:	Yeah.
IS:	You might get some pricing power, a little bit of pricing power, in the short term, but that erodes very quickly over time.
NA:	I'm thinking of it like, sort of, phase one, phase two, phase three. I'm an analyst, I can't help but try and bucket things. But phase one, you might be able to… you know, the bigger guys will put the investment in and they will get a bit of a price premium because they are actually offering something better, but I think the market will very quickly meet those kind of same levels, so then they're at the same price as everyone else, and then I think the phase three really is about margin protection. You need to be doing this stuff, because you can only charge a certain amount for it, and so then, in order to grow, you need to protect your margin, and so you need automation to help you do more than what you can do currently. So, I think this is very quickly going to become about how do you support your cost base? How do you scale? How do you decouple that revenue growth from headcount growth? And that is going to become very tough from a pricing perspective. I'm already seeing, you know, we… it's been an absolutely amazing piece of work. So, we've got these summer interns and then they've kind of gone out and looked at the AI landscape for us, and what's really interesting on the back of that is that they've already found really interesting companies. There's a company in the US called Fixify, which is basically… it's difficult to tell whether it's AI and automation or whether it's people, and probably that's the point of it is that they are offering an IT help desk service for organisations of any size, and they've got very clear pricing on their website to go, you know, this is how much it will cost to support this kind of seat organisation, and you look at them, and they talk through their tech stack, and they're like, you know, ‘We can do this. We can automate the tickets. We can categorise the tickets. We can do this. We can give you an outcome for this price.’ And I think that is what it's going to come down to in the future is ‘I will sort out your IT for this price per month.’ That makes it very tricky if you're running what will become very quickly a legacy way of working.
IS:	Sorry to interrupt. I think there has been a view in the ICT Services world. I think in software people, there is a largely held view, I think, a widely held view, that is pretty transformational for Software over the medium term. I think there's been a view in a lot of ICT Services, which probably pervades today as well, is that it's sort of… it’s not transformational, potentially. It's really just another kind of shift.
NA:	Well, yeah, still people-based business.
IS:	But what you're talking about here is absolutely fundamental transformation of IT Managed Services. 
NA:	Yes. 
IS:	I'm sure it'll be the same in other areas of ICT Services, I think, over the medium-to-long term.
NA:	Yeah. And I think that's probably… the medium-to-long term is right, and where I've got pushback on sort of the punchy views I've got is, well, this won't change because customers still want to talk to people, and I think they're right. So, they are right about that to a certain extent, and certain customers, certain sectors, certain size ranges as well will want to talk about people, so there will still be people elements to this service. I'm not doubting that, but that's the front-facing element of the service. So, they still want to call up someone and talk to them. What happens after that, the outcome you deliver, which is resolving that ticket or fixing that problem, or they don't even call up because the problem is solved.
IS:	I think that's the point we were talking about. It's like you're trying to prove that you've done well as an IT Managed Services provider by how many tickets you've resolved.
NA:	Yeah.
IS:	But actually, the real outcome you want is no ticket. 
NA:	Yes, yeah, because it's self-healing systems; it's prevention rather than cure; it's all of this kind of stuff. You know, fundamentally, how it's done is then less about people, and it's more about the tech and the automation, and then you leave your people to do the really complex stuff. You know, third-line engineers aren't going anywhere. They're still really, really required for those really complex, weird problems that, you know, we haven't found a way to automate, or they don't happen commonly enough that it's worth automating that, but everything else between then, I think, is then up for grabs from an automation perspective, and the thing that will make this the medium-to-long term is customers. So, taking customers on the journey that, actually, they will still get the good-quality service, the outcome that they want. It's just that outcome is now delivered through a combination of tech plus people, and tech will be more and more of that bar. I think that's the element. So, that's where people will go ‘Well, my customers aren't really going to like that I've automated stuff, so I'm not going to do it.’ And I don't think that will last very long. 
IS:	No, I agree. And I think what you're talking about… before I go on to talk about Software, there's a couple of kind of megatrends in here that we talked about in the original framework report we did last year that are really… for me, are really, really coming home very strongly at the moment. One is this Goldilocks period. So, we talked about 2025 to 2030. As you say, analysts love to put things into phases, but this idea that getting it right over the next five years is going to be absolutely critical to shareholder value over the following 10, which is what we saw in SaaS and Cloud, and everything that we've heard in the last six to nine months has absolutely reinforced that, and the other thing that's fascinating about this is this fundamental difference. The reason we call it Megabuyte, this idea that the phase we're in at the moment is chapter two of the Cloud rather than another whole generation…
NA:	Yes.
IS:	… is because moving from on-prem to Cloud was open-heart surgery. The chapter two is all about leveraging what you have already, investments you've already made in the first phase of Cloud and SaaS, and all you're talking about here in IT Managed Services is all building on that iterative change that in itself might not be huge, ticket automation or whatever, but over time, leads to a fundamental change, and then at some point, you get a fundamental shift in the business model almost certainly, and I think we'll talk about Software in a minute. But now, who knows what that's going to look like and when it's going to come, and I don't think we need to worry too much about that at this stage, but we're going to keep thinking about it. Because, actually, the idea within IT Managed Services is that the natural follow-on from going, okay, it's no longer a people-dependent growth. I don't need more people to grow. I need more technology. Well, if you take that to its natural conclusion, you've got a business that becomes more capex heavy.
NA:	Yeah.
IS:	And then the next thing is that it becomes more scale heavy. There's an advantage for scale. 
NA:	Yeah. 
IS:	And that's not really… I mean, so the barriers to entry get higher. So, it's all kind of very interesting how that's going to develop over the next 10 to 15 years, I think.
NA:	Yes, absolutely, and I think, probably, I'll finish on this real headline-grabber line that one of the companies I spoke to. Small MSP - I'd say sort of circa 10 million revenue. At their scale, they're doing quite a lot of investment into this, basically ripping up their playbook, and they're doing it again, and the CEO, when I talked to him, he was saying ‘If I don't move on this, I will lose a turn of EBITDA from my multiple for every year that I don't move on this.’ It's a headline grabber. That's very extreme, very dramatic. We love a dramatic line, but I think the sentiment behind that is he's not going bust as a result of not doing this, but from a shareholder value point of view, if he thinks about what his company might be worth in five to ten years’ time, having done none of this, what will he really be selling? He'll be selling a customer book, basically, because the processes, especially if potential buyers have already put this automation in, what he becomes is just a customer book for them. He's got no processes that they actually need or would benefit from.
IS:	And I think that's true at this point in the cycle in any cycle. 
NA:	Yeah.
IS:	But just because of the fundamental nature of what's going on with AI, it's doubly so, and I think it's the same within Software, and I think it is a really important point to make before… because everyone goes ‘Oh, I'll be fine with that AI.’
NA:	Yeah.
IS:	Well, you probably will, but I don't think there are… at the moment, we can't see too many businesses in our sector, might be in the wider economy, that will just go out of business because of AI. 
NA:	Yes.
IS:	There might be some in extremis, but it's all about the apportionment of growth and who gets their unfair or fair proportion of the growth based on their investments they're making, and that was true with SaaS. You know, Sage is still growing. We just talked about it a minute ago. It's still growing at high single digits, and arguably, they're still making their Cloud transition, let alone an AI transition. So, this is not about companies failing. It's about the ones that are going to get the growth, and I think increasingly the margin and therefore the shareholder value over the next five to 10 years, which is what we saw in chapter one.
NA:	Yeah, even in your current AI and Software, but even a legacy software company, even if they don't do any of this stuff, obviously, they've got a sticky customer base.
IS:	Consolation will buy them for it.
NA:	Yeah, but what's their organic growth prospects in the future? That's going to be the tricky one, because then their right to win probably diminishes as well.
IS:	So, on Software, I think kind of three things I think I wanted to, three and then a broader wrap up about this whole idea that AI is tough. We are seeing, I think, interestingly, the… not enough, maybe, and the point you were making, or the work we've been doing, about AI-native businesses and trying to map those. Shockingly, few of them are from the UK, which is an issue, but anyway, we can come on to that, maybe later. But we are seeing an increasing number of AI and chapter two businesses in Software starting to come to some level of critical mass. So, I think that's something that we've been waiting for. Now, there's still a ton of tiny players out there that are not there yet, but I'd use the example there's a lot going in Legal in AI at the moment, which I think is really, really interesting. Harvey's one that we've written quite a lot about. It's not a UK business. This is an effectively a - I'm going to massively simplify it - ChatGPT for the Legal sector. 
NA:	They'll hate you for that. 
IS:	They will hate me for that, but it's bringing in specific legal data and content, more content, I guess, in Legal, and enabling law firms and paralegals, sort of agent paralegals, kind of. That's the direction of travel, I think, and it just raised another 300 million at a 5 billion valuation. Bear in mind this was founded in 2022, but probably more significantly, because a lot of companies are raising a ton of money at silly valuations with not great financials, it just hit 100 million of ARR as well in three years. So, you know, I think that's fascinating. In the UK, I touched on Origin, which I think is a really interesting business. This is in the HCM space. Founded by the Thompsons Online alumni, or some of them. Some of you might remember Thompsons Online was a very successful company in the benefit space that got acquired by, I'm going to say, Mercer, one of those big consulting firms a few years back, and there's a bunch of the alumni doing interesting things from that business in the sector, and Origin is a… I don't fully understand the tech, but it is essentially acting as a layer over all of your international benefits kind of information to provide a massive amount of simplification and saves a huge amount of costs. You're talking about people saving hundreds of thousands of pounds worth of costs from standardising, effectively, their benefits packages and understanding what they are globally, whereas normally, you'll have a silo in different territories, and again, raised a ton of money. I don't have the stats in front of me, and growing very, very nicely.
NA:	Cameron… I was talking to Cameron, our HCM analyst, on this before that. He's described… he's spoken to the management team and described his systems of record and describes it as, sort of, maybe not the coolest bit of HCM, but it's one of those things that with AI, it's super valuable. It's incredibly valuable. They're already apparently at sort of mid-single-digit millions of revenue in 18… from a standing start 18 months ago. So, I mean, they're just growing.
IS:	But super interesting the way they've done that because they've got a bunch of customers, foundation customers. I think BP's one, these big kind of Fortune 500 companies that they've developed this with, and hence, I think they've got a bunch of revenue from those guys, a million plus revenue from their core customers as a way of getting going, which I thought was… we don't see that very often, so I thought it was super interesting. 
NA:	Nice way to get going. 
IS:	Nice way to get going.
NA:	I've got one, actually, Halo. So, we spoke to them relatively recently. It's an ITSM platform and just IT Operations platform. Great British business. I kind of highlighted that very actively in the piece. I was joking because I think I can't think of a company that private equity would love more, but despises private equity. They've got stuff all over their website like ‘We will never sell; we hate private equity,’ all this kind of stuff.
IS:	Fast forward to the …[unclear]…
NA:	Well, yeah, but you know, they're incredibly… they’re growing, incredibly quickly. They were sort of circa 10 million ARR, I think, a year ago, a year and a half ago. They'll be hitting 100 million ARR in the next year and a half, if they haven't already fundamentally breaking up or breaking into the space that ServiceNow, ConnectWise, Kaseya are in. Doing it globally with almost no sales resources, basically a marketing engine only, and a just unbelievable R&D engine, and they're like ‘The way we're going to win is just having a better product and then shouting about it as loudly as humanly possible,’ and they are. They did this big PR stunt with the McLaren and all this kind of stuff a couple of years ago, or last year. It's an Ipswich fan, the CEO, so they've just done a thing with Ed Sheeran and sponsoring Ipswich Football Club. So, it's all this kind of stuff that's going on, but at the core of it, this is about using automation/AI but an R&D sort of ethos that is much faster than some of their competitors and taking over, and a lot of my MSPs now are looking at Halo as their own ITSM platform and ripping out what they've currently got. So, it's a great, I think, for me, great British business, kind of, actually showing that it can be done. What happens with his corporate ambitions? I don't know.
IS:	We'll see.
NA:	We’ll see.
IS:	I think in terms of the kind of… I think all of these businesses, the kind of key thing that I think they bring out is - I talked in the report, and I don't claim any IP on it - is this idea of 10x vertical AI, which is the Bessemer Venture Partners kind of theory that the market opportunity for what they call vertical AI, which is a very broad definition. It's not just legal and vertical markets. It's also like a horizontal HCM. 
NA:	Right. 
IS:	So, any sort of specialised area is tenfold what they think the market for vertical SaaS was/is, and that's mainly because they are… not because people are going to spend 10 times more on the same stuff, but, actually, you just capture more of the effort. Using AI, you're capturing more of the effort, and I think that the business you just talked about, Origin as well and Harvey are all examples of that. They're not replacing anything particularly. It's all additional that's doing more work, but importantly, doing additional work to what traditional software would be doing, and therefore, the market expands over and above it. You still need all the software, but you can get value from this additional stuff as well.
NA:	How the hell do you price that, though?
IS:	Well, we'll come on to that in a minute. I think that's interesting. There are some coming through to a level of critical mass. The other thing though that I think is interesting is that… and we kind of knew this, but it's really coming to the fore… is the combination of software and data, or software and content, is critical, and the value of proprietary data and content is just coming through very, very strongly, whether that's data and content you own yourself, or we're seeing a lot of partnerships now in the Software industry where they're coming together, like the Legal space or whatever, where they've got a great solution, great tech, maybe, but they need that content to make it all work, all the data. Good example of that is Thomas in the HCM space. We've done a lot of work with Thomas, actually, recently, and their new product… so, Thomas does assessments for pre-recruitment and, actually, now post-recruitment assessments for employees and prospective employees. They've got, I think, 40 years’ worth of data on all of this stuff, so they've got a huge pool of proprietary data, and they're now bringing that to bear on a new product that is a, kind of, rather than an assessment in a point in time for you or me and how we're performing or how we interact with our colleagues or whatever, it's a real-time system that enables you to ask questions about. So, I can ask questions about you, and the system knows you, and how I should have a conversation with you about… and it's a super interesting product, which… and so there's other stuff going on there. 
And so I think that data and content as part of the value proposition, particularly in Software, I'm not saying you can't have a successful AI product without that, but I think it's becoming really core to the success, and that leads me on to pricing because, actually, then how do you… the other thing, which I think is still an open question… we're going to spend a lot of time on this, and I'm going to try and get my head around this as we go forward to the State of the Nation at the end of January… is what's happening with pricing? Because people are just software companies… we… to be fair, we talked about this a year ago, and it was a bit kind of… we just think something's going to happen with pricing, but we don't really know what, but we think just if you take the outcome-based stuff we've talked about to its natural conclusion, then you've got to think about pricing differently. The simplistic view, from a software perspective is, well, I'm doing per seat pricing, which most SaaS companies are, but, actually, if I'm trying to help people grow without adding heads, that's not a great way to get my net retention rate to 120%, let alone above 100%, but, also, this idea increasingly coming through, whether it's what you talked about with IT Managed Services or with Software, is outcome-based. Everyone is increasingly wanting outcome-based stuff, and I think we're just starting to see how that's coming to bear on software pricing, and are you going to get shared risk pricing? Are you going to get volume-based pricing? Are you going to get shared risk, more shared risk pricing? I just don't know at the moment, but I do feel increasingly confident that it's going to be, I think, within Software, the big conversation of 2026. I think that everyone's getting quite nervous, actually, because no one really knows, and it's so fundamental.
NA:	Do you think there are key problems? I suppose we have to think about moving on. 
IS:	Yeah, yeah.
NA:	But do you think there are… I suppose, what they're really worried about is underpricing and then missing… I suppose, missing some opportunity, or are they more worried about overpricing and just basically not being able to get by? 
IS:	All of the above, I think. All of the above. I think there's a tendency, again, back to the ICT Services work, thinking, well, I've got some cool AI functionality, I'm going to charge a premium for it. No, you almost certainly can't, but, also, completely different business models coming through from some of the emergent AI-native players, which, again, going back to my previous point, there aren't a huge number of them to get a real sense of what the options are at the moment, but I think that's going to start coming through really, quite quickly, and I think, you know, software companies then need to be really… not across the board. I mean, we talk about AI deployment/AI adoption as if it's a linear thing. You know, we know that you mentioned, or we were talking about, Redwood and CRM and call centres being very much the vanguard of AI adoption within Software, and that's absolutely the case. The other end of the spectrum, you know, manufacturing businesses and some of the public sector are a long way behind. So, there's a lot of companies that just don't even need to think about pricing with their software yet. They're fine, but if you're in an area of the market that, you know is kind of starting to develop quite quickly, then that pricing conversation becomes pretty key. As you said, we probably ought to kind of move on. 
Before that, I did want to leave one final thought on AI before we move on to talk about capital markets. We use the term - I've got in my notes here - AI is a cage fight, and I think that, you know, that's the other thing that we're working out, you know, going back to the point we made at the very beginning, talking about how the market is still really tough, and, you know, AI is… there's some really tough decisions to make. There is investment to be made with uncertain outcome. It's really challenging to understand, to navigate at the moment, and, actually, a few examples of that. We talked about Peak AI, which was a bit of a poster child for AI a few years ago, which sold to UI Path. We talked about this briefly last time. Um, did sell for, I think, $60 million, but that was less than they'd raised in money, so that was not a great outcome for them. I mean, complete cluster with Builder.ai, which Loco development platform. That collapsed in a bit of a storm, having raised $450 million, and Mesh AI in the AI Consultancy world. Big, founded in 2021, raised a ton of money. Consultancy but still very much in the data and AI space. Recent results, 30% drop in revenue to 11 million, 7 million in EBITDA loss. Not sure where its next dollar's coming from from a funding perspective. So, you know, this is hard. AI is really hard and there's loads of money to be made and there's loads of success to be made, but it's tough. So, being agile is key, I think.
NA:	How much you've raised isn't necessarily a sign of...
IS:	Which is always the case.
NA:	Yeah.
IS:	But I think in this case, and so to the people that say this is all a bubble, yes, it is also a bubble. 
NA:	Yeah.
IS:	I think that's the key. Let's move on. So, as with before, talk about capital markets, I'll run through some of the stats. So, actually, a pretty good quarter for share prices on both sides of the Atlantic. So, we run an index of about 150 UK-listed tech stocks, Software and ICT Services stocks, and that was up 14% in the period, and the EV/EBITDA, the average EV/EBITDA, was up 8% to 10.6x. The Software index was up 15% and the EV/EBITDA there is up 9% to just over 11x. In ICT Services, the index was up 8% and EV/EBITDA up 5% to 8.5x. So, off the lows, because I think there were pretty much the lows before, but for context, which I like to use the FTSE 250 because it's very much a UK-centric index, that was up 10%. So, we're not seeing… we’re seeing a little bit of outperformance, but generally, it was a better market overall for a bit of a relief bounce after all the shenanigans with the tariffs and everything in Q1, but the US market NASDAQ was up 17% in the quarter, and the EV/EBITDA there is up 14% on average to 18x, and the Bessemer Venture Partners’ NASDAQ Cloud Index, which is this 100 high-growth, mainly SaaS stocks, that was up 12%. EV sales multiple, because they don't really do... 
NA:	Profits.
IS:	Deep profits. EV sales multiple up 16% to 8.4x EV sales on average. So, strong in the markets all round. In terms of transactions, such as there were, six follow-on public offerings across our universe. That was down from 10 in the second quarter of last year. A grand total of 5.8 million raised across those six follow-on public offerings, so the average raise is under a million for those companies, which is pretty sad. 
NA:	Is that worth it? 
IS:	And one IPO.
NA:	Oh god.
IS:	And we want to spend a couple of minutes talking about Sunday Bar. We were looking at this. So, one IPO. You think, oh, yay, we've had an IPO in the UK market. So, this is actually not an IPO. Well, it is, but it's a transfer from Equus. Is it Equus? 
NA:	Yes.
IS:	Equus? 
NA:	Aquis.
IS:	The junior, junior market. 
NA:	Yeah, the Stock Exchange
IS:	The junior, junior market, and this is an AI directory of agents with no revenue. Raised 2 million. I looked at their admission document, and it has three employees. Might have a lot of associates, I don't know, but it's three employees, and it's got a 40 million market cap.	It's named after an ice cream parlour.
NA:	Look at the forecast, Ian. Oh my god.
IS:	Cracking forecast. I think the year-five forecast or year-six forecast, 2030, whatever, was it 40 million revenue? I think.
NA:	Yeah. 
IS:	They used some massive EBITDA. Hilarious hockey stick.
NA:	But it's also a merger of two previous, two previous companies.
IS:	Yeah, listed on the Aquis Exchange. Condor AI, I think, and I can't remember the name of the other one, and we don't want to diss these guys. We don't really know it. It looks a bit smoke and mirrors, but who knows? The point is is that really the best we can do for an IPO? You know, a company with no revenues that has three employees. I mean, it's...
NA:	Versus a private fundraising that's going on in the tech sector as well. I don't know what the equivalent amount raised is.
IS:	Well, we talk about the VC market, and it's been on its uppers to some degree since the post-COVID boom, sort of, that bubble burst a few years, a couple of years ago, but they're still raising in money, let alone valuation, one to one and a half billion a quarter. 
NA:	Yeah, versus 5.8. 
IS:	Versus 5.8 from foreign …[unclear]… offerings and 2 million from one tiny little IPO. I mean, it's just... so, we've got something more positive to say about the capital markets, but another sort of typical quarter, I guess, in capital markets. Really talking, spending a little bit of time before we move on talking about the public-to-private piece and the de-equitisation. So, obviously, we had DoorDash's acquisition of Deliveroo. That was another 2.4 billion. Whether you call that a tech company or not, we can debate that till we're blue in the face. FD Tech being taken private by TA Associates; that was a £500 million deal. Craneware in the Healthcare Software space getting a lot of interest from Bain. That didn't go anywhere, but that would have been a fairly chunky deal as well. GBG Group moving to the main market. K3, small Software Services business, delisting. So, the direction of travel is very much away from the market still, but we end on a more positive note. So, lots of chatter about Visma potentially coming to the market. So, this is a bit of a halo company for those in the Acquisitive Software space. Actually, Nordic business based in Norway. Many different PE backers over the years. Very, very acquisitive. I mean, hundreds of deals, I think, over the last 15 years. HG Capital backed, one way or another, with others coming in and out. Last deal was in 2023 at a €19 billion value, where they raised €4 billion, and it's a real poster child for that kind of group access, Iris, One Advance, that kind of group of kind of enterprise software companies. Chatter that they might come to the market and they might come to the London market, which, obviously, would put it straight into the FTSE 100. So, that is a very interesting thing.
NA:	I don't know if you've had any conversations, or any of the team have had conversations, but is that starting to seep through into the interest of some of the other companies yet or are we all waiting for it to list?
IS:	Don't know yet. We don't know yet, and I think there's a couple of kind of key factors that we need to consider before we get too carried away. One is valuation. So, these businesses… I mean, Access's last deal, which I think was 2023/2022, right at the tail end of the post-COVID boom. I think, from memory, that was done at a run-rate valuation in the high-20s/mid-20s EV/EBITDA.
NA:	Yeah. 
IS:	Now, Sage, for comparison, which is doing pretty well from a share-price perspective, is trading on 20x current year, so it's not a million miles away. We talked about some of the metrics, and actually, weirdly actually, some of the metrics from Sage, particularly the cash-conversion metrics, are actually much stronger than Access's cash-conversion metrics. Growth metrics are broadly similar, I think, although we struggle to see the organic growth in Access because it does so many acquisitions, but broadly similar. Anyway, even if you're looking at Access and Sage as similar kind of valuations, you've got a bit of a discount there. So, there's that aspect. Does that work for the PE backers to be listing at that kind of multiple? Discuss. Don't know, and the other one is about the institutional appetite for businesses where a lot of the money they're putting into them is going to go into debt repayment. 
NA:	Yes. 
IS:	So, that's something that, traditionally, institutional investors in the London market don't like. They don't like doing that, and a lot of these businesses are very highly levered, the private businesses. I actually don't know what Visma’s balance sheet looks like, but I would assume it's very highly levered, very cash-generative businesses generally. So, there's a lot that needs to happen here before we get, yay, Visma's floated, and that opens the door for others, but it's the first time we've really seen it, and I don't see these businesses listing in the US. 
NA:	No?
IS:	Not really. They're not generating the growth, I think, the organic growth that US investors are looking for to get the interest. They don't have huge operations in the US. I actually don't know how much Visma's got in the US, but I don't think it's very much, and, obviously, all of the ones that we track, like Access and so on, they have been buying in the US, but it's still a relatively small part of their business. So, I wouldn't say… never say never, but I think it would be more challenging for those guys to list in the US.
NA:	It's still the most positive thing to happen, I think…
IS:	It is.
NA:	… in a long time for the LSE, so we have to stay positive. 
IS:	Yeah, we stay positive about that, and no question, it would be a fantastic thing if Visma or any of these businesses. The question also is, for their shareholders is, do they need to do something other than the next PE round? 
NA:	Yeah.
IS:	And have we got to a point where these really, really substantial PE-backed businesses that are all in the billions. Obviously, Visma's the biggest, but I think Access's last deal, EV, was £9 billion, I think. You know, that's a very big business to be finding the next PE deal, the next PE deal. So, they probably have to do something other than that. There aren't really trade buyers of scale that could buy those guys, I don't think.
NA:	Well, what we're seeing is actually refinancing. 
IS:	Yes.
NA:	So, this is a topic that obviously came to light very recently with one advance that they did. It was a £1.2 billion refinancing kind of round. 
IS:	Yeah. 
NA:	The reality, and talking again to software colleagues there, was that normally you would expect these organisations to get to a stage where they do their next round, but for various reasons, multiples, trading, etc, the next round isn't necessarily obvious what needs to happen. And so, actually, what is reality is that they've got debt piles, they've got covenants around that that need... 
IS:	There is a ticking clock. I was going to say clocking tick.
NA:	Yeah.
IS:	Ticking clock, to some degree.
NA:	Yeah, exactly. So, actually, for One Advance, there's a very, very good refinancing round, I think, that, obviously, comes with more of a…
IS:	And the business has returned to organic growth. They've been through some, you know, a bit of change, but actually that’s…
NA:	Yeah, it's not the same as refinancing because people are in stretched financial situations. I think there's still an element of that in ICT Services, but for these companies, it's not refinancing because they're in trouble. It's more they refinance because, you know, they need to do something corporate at this stage. It's that. You know, what does that mean for then IPO? Will they actually… all these Access, Iris, will they refi rather than do a listing? Or, actually, is now listing a genuine, valid option? 
IS:	Genuine option. Yeah, well, I hope so. Okay. So, that's capital markets. So, moving on to talk about private equity again, to talk through some of the stats. If you tuned in last quarter, you will have heard us say that it, I think, was the quietest private equity quarter. 
NA:	Yes. 
IS:	Possibly since we started stats, but certainly for as long as any of us care to remember, and Q2 was a little bit better. So, we had 28. We registered 20… sorry, 22 deals on the database in Q2. That was down year-on-year by about 20%. 13 Software deals, nine ICT Services deals, 11 MBOs, seven SBOs, a couple of public-to-private, one very small one that really is a bit of an odd one, and then also FT Tech, and then two carve-outs, but it was up slightly on Q1. So, a bit better, I think, overall. I think fair to say, though, most of the activity going on in Software. I mean, anything to really focus in on private equity in ICT?
NA:	No, I mean, in ICT, I think the big deal was Wireless Logic, as we mentioned earlier, but otherwise, it's sort of smaller deals, maybe some interesting MBOs in there, but in pretty uncertain times. So, I think nothing. There are still some companies, and we're seeing they're just private equity hold period just getting longer and longer because people aren't, you know, pushing the button on anything yet. So, at this stage, there's not a lot to say.
IS:	No, and I think one of the things in the Wireless Logic deal kind of really bears this out. It’s what we're seeing generally, and it's a pretty sustained feature, I think. It’s the flight to quality.
NA:	Absolutely.
IS:	So, obviously, Wireless Logic still delivering fantastic growth metrics, even at really substantial scale now, and, sort of, a couple of deals to put out. One particularly to talk about in that regard is FTV's investment in FundApps. This is a business that has a Megabuyte scorecard rating of 67, 20% organic growth. Margin is only 9% but actually growing rapidly, but a business just performing really, really, really well, and we think that was a £400 million deal at about probably 10x EV sales multiple. So, where you've got a business that's got good market penetration, strong metrics, good growth, and a demonstrable runway into their addressable market, you're still getting really good valuations on that. From a Software perspective, one we'll talk about when we talk about M&A in a minute as well, but also we talked… going back to the point talking about debt and so on, you will have heard us talk a bit last time about Finastra, as was Mysis a million years ago. 
NA:	Oh, yeah. 
IS:	Which is… again, it's a bit like some of these other software companies we're talking about. It's not levered to the point where it's got any fundamental issues about survival, but it is over-levered, and they sold their treasury and capital markets business, which is a £300 million business, we think, for about £2 billion, and that's helped out their balance sheet, so there are deals going on from that perspective as well, and there are a bunch of other smaller deals. There haven't been many what I would call traditional MBOs in the Software space. There's still fewer of those than we'd like to see, and I think there's still some caution around that. Oak Engage, an interesting one from NorthEdge in the HCM space, so there are ones going on, but they're quite small in number still, and I think, for me, that sort of smaller end of the market. MBO, both in Software and ICT Services, is a real barometer on the health of the industry, and you're seeing those owner-managed businesses having the confidence to do a management buyout and the investors having the confidence to back those management buyouts. That's a good barometer, I think, and we're not seeing enough of those at the moment.
NA:	No, and I think the story that we're seeing, talking to advisers, being involved in CDD/VDD business is doing quite well now. So, we're seeing a lot of this stuff internally. What we're seeing is it's a tough market out there. So, I mean, James's line is ‘Get ready for a fight,’ because I think if you're a solid business in ICT Services with solid financial performance, you'll probably see actually quite outsized interest because it’s still…
IS:	It is quite binary. Quite bifurcated is the right word.
NA:	Bifurcated. Yeah, as in there's a lot of interest in there, whether for a platform investment or M&A interest from the other platforms themselves, but the performance has to be there. If you're going to process with soft numbers or, god forbid, you're starting to miss numbers whilst in a process, it's sort of almost game over. 
IS:	Game over.
NA:	Yeah, it's a really tough, tough thing there. So, for these companies that are going and going ‘I'm doing okay. I think I might get a good valuation for it. I think from our perspective, it's not looking good.’ Instead, be honest about where the business is and people… there will be interest, but this idea of oh, no, no, it will be better next year, I think is a really tricky position to be in.
IS:	And AI as well. I think, I mean, we've talked about this for a while now, and if we're honest, we've been a bit analyst-y about it, and I don't know that AI has featured as much in investment and valuation conversations than maybe we thought it would. 
NA:	Yeah.
IS:	That is absolutely going to start being the case.
NA:	When it really starts to, at the end of the day, especially for investors, they don't really care about the AI bit, necessarily. 
IS:	No, it's about how it impacts the metrics.
NA:	Yeah, if you can go, like, ‘No, because of this automation, we're actually able to have a couple of points better margin on this customer,’ then that then… 
IS:	Or ‘We won this because of that, so our growth and our TAM, we're winning competitively,’ etc, etc.
NA:	Yeah, and I think we're probably going to start seeing that. If we're not already seeing that in processes, we're going to start seeing that in processes later this year or into early next year.
IS:	Yeah, agreed. In the interest of time, I'm not going to spend a huge amount of time on venture and growth capital. I think the key takeaway on that is really the market is in a state of kind of stability, albeit relatively low level of stability. Total funds raised were 1.4 billion in the period. That was down significantly, but there was the 900 million raised from Wave in the Autonomous Vehicle space in the corresponding quarter. 
NA:	Right.
IS:	If you strip that out broadly flat, we're still not seeing enough pre-Series A deals, and I think this is this sort of dearth of really chapter-two businesses coming through into Series A… actually, sorry, pre-Series A. Series A is fine. Pre-Series A, smaller rounds, we're not seeing enough of those, and I think that is because we're just not seeing enough. We're going to do more work on this and maybe we'll talk more about it next quarter or, certainly, in the State of the Nation. I'm not sure the UK is doing as much as it could do in AI, but we'll come back and talk about that, and I think that's one of the reasons we're probably not seeing as many pre-Series A deals as we should be, but we'll do the work on that and come back. 
M&A then, just to round up. So, again, broadly flat, up a bit on the previous quarter. 161 deals in the period. That was down year on year, but we always get a few more coming into the database as we go through. So, it's broadly flat, I would say, and year-to-date down 12% to 320 transactions. The Software element remains a bit more robust, I think, than ICT Services. We saw a reduction but 95 deals. That was the first quarter below 100 for some time, so it is still relatively weak in Software, year-to-date down 9% to 200 deals, but I think that, again, a bit with the very fine detail of the percentages is less relevant. Overall, I think we're seeing a relatively flat M&A market but a bit better than Q1.
NA:	Yeah, the notes I've got have made me chuckle a little bit here. Sequentially, a better quarter, but it is on the back of one of the worst quarters ever. So, you know, from that respect, yeah, it's not great, and you can see why. I mean, if trading is not quite there or people aren't quite happy with it, if the major consolidators are not in a happy place when it comes to their own kind of, you know, their own balance sheet, or they're just a bit more worried about, you know, doing bad M&A during tough times, they're just not going to do it and they're going to focus on organic.
IS:	I think it's probably, in ICT… I'm putting words in your mouth, but I think it's probably shifted a little bit from ‘I don't have the money or I don't… my debt facilities aren’t…’ You know, we've been through that shift to some degree onto what the point you just said, which is ‘I don't want to cock it up.’
NA:	Yes. Oh, yeah. We can see that. I mean, the fact that DD...
IS:	‘I've got the funding, but I don't want to do it.’
NA:	Yeah, and I got this. You know, it's all anecdotal, obviously, but, you know, from our perspective, it feels like even DD processes are now much more elongated. There are more elements of DD to it as well because if you're going to do an acquisition in this kind of environment, you really want to make sure you're not getting it wrong because the impacts, long-term impacts, of getting it wrong is quite significant, especially if there's no massive valuation payoff as well. You know, at the moment, we know. We talked about Rule of X recently in our… in a piece that our colleague Jan wrote. There is an outsized weighting on organic growth on your own valuation, so if you disrupt your own organic growth strategy by trying to do M&A and that M&A then, just because it's a bad one, impacts you even further, that has a real serious impact on your long-term kind of valuation prospects, especially as a consolidator. So, people are just going, you know, ‘Do I really need to do an acquisition?’ Some of my big consolidators have, you know, a few of them, haven't done an acquisition in sort of 15 to 16 months. That's weird. 
IS:	And they could.
NA:	They could, yeah. 
IS:	In some cases, they’re just like…
NA:	They've got the according facilities, yeah.
IS:	‘We're sorting ourselves out. We're not doing M&A because we've got a bit… we're inward facing.’ There are a few of those.
NA:	Yeah.
IS:	But, actually, some of them are just like ‘I'm not doing it because I don't for other reasons.’
NA:	Yes. 
IS:	So, I think that from a Software perspective, just a couple of themes just to bring out. Talk about the flight to quality again. SS&C's acquisition of Calastone was a classic example of that. Sort of short 800 million, so a chunky M&A deal. 8x forward sales, 20-25x cash EV/EBITDA, so really solid multiple. Calastone, 76 on the Megabuyte scorecard, 19% organic growth at some scale, 25% cash EBITDA margins, strong market position. You know, just a strong business all round getting great multiples. So, that flight-to-quality point is really writ large there. Public-to-private, not public-to-private in a PE context, but DoorDash Deliveroo. So, there's some of that going on M&A as well as PE. I talked about AI and some of the AI businesses coming through into, you know, like Harvey and some of these other businesses getting critical mass. There are a number that have got good tech but are really struggling to get market traction because they just don't… they may have had to pull back on going to market because they're VC funding or whatever. Good example, I think, is Cube's acquisition of Acin, I think you pronounce it, A-C-I-N. It was a Carlyle exit. £75 million deal, we think. So, that's a business, Acin, that clearly has good tech, because a Cube HG-backed business is not going to buy it if it doesn't have good tech, but were struggling to scale, I think.
NA:	Right, okay
IS:	So, finding a home in a business that has a much bigger business with a much bigger customer base they can sell into. So, I think that's another AI story there, to some degree, and I think we'll see more of that.
NA:	So do you think this... because I talked about this seven or eight years ago when it comes to cyber. There was a time that there were… at our estimate, there was about 3,000 cyber companies globally, mostly in Silicon Valley, Israel, a bit in Europe, but you looked at a lot of these companies, and they were basically essentially technology projects with the idea of getting to scale, getting a couple of big customers, and then selling to a Sophos, Mimecast, Proofpoint, Palo Alto, all of these guys. It was essentially a pick-and-mix for those big guys. Do you think AI might go the same way as some of these? They're never supposed to become massive AI companies.
IS:	I don't think it's intentional. I think in the cyber world that was a strategy.
NA:	Yeah, it definitely was.
IS:	Probably still is a strategy. Like, ‘We've got no intention of becoming big. We just want to solve that particular problem.’ 
NA:	Yeah, exactly.
IS:	I think in AI, they are going to end up doing that, but I think that one of the big things is that since the weaker funding market post, like, 2021/2022, the big cost cut to try and get these increased cash runways or indeed get to some level of profitability, they've kept their product teams in place, but they've cut back on going to market. 
NA:	Oh, interesting.
IS:	So, they're just struggling to scale because, ultimately, they know that if they've got good tech, they can sell. 
NA:	Fine. 
IS:	And so I think that dynamic ends up being the same as cyber, but it's not intentional, and you've got those three levels of business. You've got the ones that just don't make it, and there are ones quietly going on that are just being let go. You've got that Acin-type business where they get a reasonable outcome for the investors because they've got good tech, but it's not quite what they would have hoped, and then some of the time you've got the Harvey-type, kind of, I know that's not UK, but the… the breakout.
NA:	Luminance, I suppose.
IS:	Luminance is another good example. And just lastly, on M&A, before we wrap up, ongoing consolidation continues. So, you've had deals from Access, AdvancedADvT (which is Vin Murria's listed vehicle), Elmo, Zealous, Ideagen, Fortero, ClearCourse, Sage - have all done acquisitions in the period. So, the run-rate M&A, that, I suppose, is somewhat, to some degree, missing in ICT carries on. Not at the pace it was before, but they are all carrying on acquiring, which I think is one of the key things driving higher volumes in Software than in ICT.
NA:	Interesting.
IS:	So, I think that's it for this quarter. I mean, I think, just to wrap up, I don't propose to go through any of the themes, in terms of for our subscribers and so on, things to look out for, your research in IT Managed Services/AI, that's going to be coming out probably what…?
NA:	Late September/early October.
IS:	Late September/early October. That's going to be awesome. We don't know what we're doing with this sort of AI map that we've asked our summer interns to do, which has been incredibly, like, more than we thought actually.
NA:	It's been awesome.
IS:	It's 2,000 companies. 
NA:	Yeah. 
IS:	So, we've got to work out what we're doing with that, but we'll get it to subscribers and consulting customers to some degree. I know Cameron in the HCM space is working on an AI research project, so there's going to be output of that. I don't know when that's coming, and as I said, I'm going to be working quite hard on my State of the Nation. Big, big upgrade. Upgrade's the wrong word. Big refresh of our thinking around AI, particularly in Software, but also in…
NA:	And pricing is going to be a big theme for 2026.
IS:	I think one of, but it's probably the big thing that I think people are really scratching their heads about that. From an event perspective, keep your eye out for the IT Channel Conference.
NA:	6th November.
IS:	6th November. 
NA:	If you're a subscriber, why aren't you already signed up? 
IS:	Why aren’t you already signed up? You know how. We've got a working breakfast coming on CEO/founder transition. I'm leading that event. I'm going to say 19th November. The events team will kill me if that's wrong. 
NA:	You should know that. 
IS:	I should know that. It's my event. I'm pretty sure it is, but look on the website, and then the State of the Nation, I think, is 29th January. So, that will be sold out. So, I don't know whether we can register for that or not yet. I don't think quite yet, but if you're a Megabuyte subscriber, get your name down for that early because it'll be standing room only. I think it was last year, or this earlier this year. 
NA:	Yes. 
IS:	So, I think that's it. Thanks, Neil.
NA:	Thanks very much.
IS:	Thanks for listening to you guys out there, and if you found a value in this episode, you can explore more expert insights, sector analysis, and the proprietary intelligence that sets us apart at Megabuyte. Have a look at Megabuyte.com if you're not familiar with us, and from a podcast perspective, follow us on your preferred podcast platform and join us next time at… will be what? Mid-to-late October? 
NA:	Yes. 
IS:	For another conversation shaping the future of UK tech.
NA:	Brilliant. Thanks very much.
[Ends]
For more insights tailored to UK tech CEOs and their boards, visit the For CxOs section of our website.


