The Strategic Inflection Point: Why 2026

Favours Founder Exits and Mid-Market
Acquirers

A constructive alignment of valuation expectations, capital availability, and
generational succession is creating a premier environment for Australian mid-

market transactions.

The Australian mid-market has entered a decisive and highly favourable inflection
point. While broader global deal volumes have navigated a period of recalibration, the
local mid-market is demonstrating remarkable resilience and vitality. In 2025, mid-
market deal values surged by 14% to reach AU$20.9 billion, while transaction volumes
climbed 11% to 307 deals, significantly outpacing the broader market recovery*. For
business owners and strategic acquirers, this divergence signals a fundamental shift: the
market has moved beyond the uncertainty of previous years into a phase defined by

quality, clarity, and robust buyer appetite.

The current landscape is characterised by a convergence of factors that favour well-
prepared sellers. We are seeing a "silver tsunami" of high-quality, founder-led

businesses coming to market, met by a sophisticated pool of domestic and international
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capital. This environment is not merely a cyclical rebound but a structural evolution of
the Australian M&A ecosystem, where quality mid-market assets are increasingly

viewed as the "engine room" for strategic growth and private equity deployment.

The Succession Supercycle: A Generational Wealth Transfer

Perhaps the most compelling driver reshaping the Australian mid-market is the
accelerating pace of generational transition. Succession planning has emerged as the
primary catalyst for M&A activity in 2026, with 42% of dealmakers citing it as the chief
driver of mid-market transactions’. This represents a sustained wave of founder-led
exits as business owners who built formidable enterprises through the 2000s and

2010s reach natural exit windows.

This demographic shift is creating an unprecedented pipeline of quality assets. These
are often highly profitable, cash-generative organisations that have survived multiple
economic cycles and established defensible market positions. For buyers, these
businesses represent "gems" — assets with proven operational histories that are now
seeking new ownership structures to fund the next stage of growth. The wealth transfer
implications are significant; over the next two decades, trillions of dollars in founder
wealth will be realised through sale or transitioned to the next generation, providing a

steady flow of high-calibre opportunities for capital providers.

For the business owner, this trend ensures a competitive environment. When a high-
quality, founder-led business enters the market today, it does so against a backdrop
where buyers are actively seeking stable, well-managed enterprises to act as platform
investments or strategic bolt-ons. This structural tailwind supports valuations and
ensures that succession is viewed not as a retreat, but as a strategic milestone that

unlocks significant value for the outgoing founder.

Valuation Alignment: Bridging the Gap for Certainty

A critical factor in the 2026 rebound is the notable narrowing of the valuation gap
between buyers and sellers. One of the primary hurdles to deal completion in recent
years was a misalignment of price expectations; however, current data suggests a
healthy normalisation. Approximately 63% of market participants now believe that
vendor expectations are realistic, and crucially, the rate of deals abandoned due to

pricing misalignment has fallen sharply from 32% to just 24%?.
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This alignment is a positive indicator for deal certainty. It reflects a market that has
matured and stabilised, where both sides are using compatible valuation frameworks.
Buyers are increasingly sophisticated, employing creative structures such as earn-outs,
partial retentions, and performance-based instruments to bridge minor gaps. These
mechanisms allow sellers to participate in the future upside of the business while
providing buyers with a disciplined framework for risk management. For a business
owner, this means that the probability of reaching a successful closing is higher today

than it has been in several years.

Figure 1 illustrates the strengthening fundamentals of the Australian mid-market,

highlighting the positive trajectory across value, volume, and participant confidence.

Figure 1: Mid-Market Performance Indicators (2024—2026)

2026

(YTD/Est)

Mid-market deal value (AU$b) 18.3 20.9 — +14% YoY

Mid-market deal volumes 276 307 — +11% YoY

Inbound M&A deals (overseas

buyers) 302 445 56 (Q1) Decade High
Foreign buyer share of total deals ~25% 30% — Increasing
Deals abandoned (valuation gap) 32% 24% — -25% (Improving)
Dealmaker confidence (0-10) 6.97 8.0 — S;gggi,‘;a“t

ry
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Global Capital and the Australian Advantage

International investor appetite for Australian assets has reached a historic high,
providing a significant boost to the mid-market. Inbound M&A reached a decade peak
in 2025, with 445 cross-border transactions valued at US$45.8 billion — a staggering
47% increase from the prior yearz. This momentum has carried into 2026, with 56
cross-border transactions valued at US$5.1 billion already announced in the first nine

weeks of the year=.

Notably, foreign buyers now represent nearly one in three Australian transactions
(30%), a significant increase from just 20% a decade ago3. This influx of international
capital, particularly from well-capitalised US private equity firms and corporate
acquirers, is a testament to the stability and attractiveness of the Australian economic
landscape. These buyers are often "open to calculated risk-taking" and are willing to
pay competitive multiples for high-quality organisations that offer a gateway into the

Asia-Pacific region or provide specialised technical expertise®.

For a domestic mid-market business, this expanded buyer pool is a major advantage. It
increases bid tension and ensures that valuations are benchmarked against global
standards rather than just domestic peers. While the Technology, Media, and
Telecommunications (TMT) sector continues to lead in value — with 100% of
dealmakers citing it as a priority growth area® — buyer interest remains robust across
professional services, healthcare, and specialised manufacturing. The underlying theme
is a search for "quality," and Australian mid-market businesses are currently viewed as

some of the most attractive targets globally.

Capital Availability and the Confidence Factor

The return of dealmaker confidence is perhaps the most telling indicator of a healthy
market. Sentiment has jumped from a historic low of 6.97/10 to a buoyant 8/10 for
2026*. This optimism is backed by tangible capital availability. Private equity firms are
sitting on significant levels of "dry powder," and corporate balance sheets remain
strong, with many organisations looking to M&A as a more efficient route to growth

than organic expansion alone.

The mid-market remains the heartland of Australian activity, with transactions under

AU$50 million representing 74% of all deals by volumes. This segment is less
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susceptible to the volatility of global debt markets and more focused on the
fundamental value of the individual enterprise. Whether it is a "bolt-on" acquisition for
a larger corporate or a platform investment for a private equity fund, the demand for

profitable, well-managed businesses remains at an all-time high.

For business owners, this capital abundance means that there are multiple exit paths
available. Whether a founder is seeking a full exit, a partial divestment to a strategic
partner, or a private equity recapitalisation to fund future growth, the market is
currently capable of supporting various transaction structures with high levels of

certainty.

Outlook

The outlook for Australian mid-market M&A is constructive. We are witnessing a rare
alignment where the motivations of sellers (succession and wealth realisation) perfectly
match the requirements of buyers (growth through acquisition and capital
deployment). The normalisation of valuation expectations has removed a significant

friction point, leading to shorter negotiation cycles and higher completion rates.

As we move through 2026, the "silver tsunami" of founder exits will continue to provide
a rich pipeline of opportunities. With international interest at a decade high and
domestic confidence fully restored, the environment is primed for high-quality
transactions. For business owners considering their next move, the current market
conditions offer a compelling opportunity to achieve valuations and terms that reflect
the true value of their life's work. The mid-market rebound is not just a return to form;

it is the beginning of a new era of strategic excellence in Australian dealmaking.
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