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Groundbreaking 
M&A Activity in the 
Third Quarter
of 2025

~$1Tn

Largest M&A Deal in 5 Years

Largest Take-Private Deal Ever

Highest Quarterly M&A Volumes 
Since Q4 2021

Highest Number of Deals Above $10Bn 
YTD vs. Any Prior YTD Period 42

More accommodative regulatory backdrop, declining 
interest rates, and record-high equity markets have driven a 
resurgence in large-scale M&A activity.

Q3 2025 has been a quarter of record and milestones, 
including the largest M&A deal in last 5 years as well as the 
largest take-private deal ever.

M&A volumes for the quarter increased by ~27% year-over-
year and 20% over Q2, driven by a surge in megadeal 
activity1.

The quarter saw ~$1 trillion of M&A activity—the highest 
since Q4 20211.

~$85Bn

~$55Bn

Q3 2025 Activity YTD 2025 Activity Financial Sponsor 
Activity

Separations ActivityMegadeal Activity Investor 
Survey

Macro OutlookSectors & Regions
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Morgan Stanley 
Activity

Shareholder  
Activism
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$2.6Tn
Q3 year-to-date
volumes— up 24% vs.
20241

2025 Trend Lines
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2025 year-to-date M&A volumes are up 24% year-over-year and are 
on pace to exceed $3 trillion for 2025, despite the fourth-lowest 
deal count in 10 years1.

The decline in the number of deals has been offset by the largest 
average deal size observed in the last 25 years.

3

2025 Tracking to
be a Robust Year for
M&A With YTD 
Volumes up 24%

A Strong Recovery
After turbulence from April’s tariff
announcements, monthly M&A
volumes have consistently
outpaced the three-year average
since May.

M&A volumes on track to surpass 
$3.5Tn for 2025, well above the 
last 10-year average of ~$3.2Tn1.

2025 Projected

$1Bn
The average deal size year-
to-date—the highest over
last 25 years1

Q3 2025 Activity YTD 2025 Activity Financial Sponsor 
Activity
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Shareholder  
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510
The number of $1Bn+ 
transactions year-to-date—
an increase of 20% year-
over-year1
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Surge in
Megadeal Activity
Year-to-Date Has 
Buoyed Volumes 
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JOHN COLLINS
Global Co-Head of M&A

Large cap M&A activity is accelerating as the focus of 
Boardroom dialogue pivots to positioning companies against a 
dynamic and evolving chessboard.

The concept of mega-transactions and dream deals is back on 
the radar as the regulatory environment appears more 
predictable to navigate, equity markets are trading at all-time 
highs, and we sit in the early stages of an improving rate 
environment.

Q1-Q3 2025

Q1-Q3 2025
vs. Q1-Q3 2024

Q1-Q3 2025
vs. 10-YR
Average2

$10Bn+ 
Transactions1

~$832Bn

+74%

+22%

$100MM-$1Bn
Transactions1

~$640Bn

+1%

(15%)

$1Bn-$10Bn 
Transactions1

~$1,159Bn

+15%

+8%
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Momentum in 
M&A is Being Seen 
Across Sectors and 
Regions 

The M&A landscape is bustling with megadeals across various sectors, 
especially in Tech, Financial Services, Energy / Utilities and Industrials, 
with many $10 billion+ deals driving an uptick in activity across 
industries1.

Each region has seen increases in volumes exceeding 20% year-to-
date. Americas and Asia activity surpasses their 10-year averages1,2.

7%
5%

15%

16%

6%
6%

7%

7%

8%

9%

14%

42
The number of $10Bn+

transactions year-
to-date1

Tech

Financials

Energy / Utilities

Industrials

Healthcare

Basic Materials

Media Comms

Consumer

Transportation

Real Estate

Other3
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EMEA
+22%

~$870Bn

Americas
+26%

~$1.8Tn

Asia
+40%

~$740Bn

YTD 2025 Activity Financial Sponsor 
Activity

Separations ActivityMegadeal Activity Macro OutlookSectors & RegionsQ3 2025 Activity Morgan Stanley 
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Investor 
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Backlog of Sponsor
-Owned Assets 
and Dry Powder is 
Driving Resurgence 
in Sponsor Activity
Financial sponsor activity has continued to accelerate (+40% in 
volume year-on-year) and is on pace to reach its highest level since 
2021. While the overall deal count remains relatively flat compared  
to last year, larger portfolio exits and multiple megadeal  
acquisitions are driving growth1.

Financial sponsors now account for ~37% of global M&A—the 
largest share ever1. 

Take-private activity on track to be the second highest in 
the last decade.

~60%4

~$4Tn+5

~40%

% of portfolio companies that have 
been held for 5 years+

Total dry powder accumulated 
by private equity

YTD 2025 financial sponsor activity 
growth year-on-year

TOM MILES
Global Co-Head of M&A

We are seeing the financial sponsor market pick-up right now. I do not think we will see a tsunami of deals 
happen next quarter but rather a slow burn upwards in the market for sponsor exits. Given the number of 
companies that need to get sold, this should last for the next couple of years.

6
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Portfolio Composition 
is in Focus… Leading 
to Record Separation 
Activity 
Year-to-date, there have been more $10 billion-plus separations 
announced than during any comparable period in the past 15 years.

Companies are taking steps to transform their portfolios from positions 
of strength to maintain the competitive position they have established.

MICHAEL KAGAN
Global Head of Separations and Structured Solutions

Companies are reshaping themselves to adapt to a quickly 
changing environment and position themselves for their next 
phase of growth.

~2x Deals
The number of separations 
with a $10Bn+ aggregate 
value in the last 12 months 
vs. any rolling 12-month 
period in the last 15 years6

~$18Bn
The expected average deal 
size in 2026, more than 
double the 2020-2025  
annual average6

~$350Bn
The expected volume of 
spin-offs in 2026—1.5x 
higher than any year in the 
last decade6

Separations Emerge as Legacy-Defining Moments for Leadership
Overview of the Last 20 Separations7

~33% Separations led by CEOs who had served less than 2 years

~20% Included announcement of a significant leadership reorganization

7
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Shareholder 
Activism
Remains a
Catalyst for M&A

DAVID ROSEWATER
Global Head of Shareholder Activism and Corporate Defense

Activists continue to be a prominent force in the public markets 
despite economic and geopolitical uncertainty, but we’re 
seeing shifts— quicker settlements over proxy fights, recent 
focus on mid-cap companies, and more public attacks without 
prior engagement, often leading to CEO changes. That’s why 
having a strong preparedness plan in place is more important  
than ever.

Greater Success in Gaining Board Seats8

Increase in both campaigns with Board seats won and total 
number of Board seats won by activists at U.S. companies.

Shift in Engagement8

Activists are conducting campaigns outside typical proxy 
season and more often launching “ambush” public attacks 
prior to private engagement.

Prominent 2025 Campaign Themes8

Activists are showing an increased focus on M&A-related 
agitation as well as pushing for significant strategy changes 
through CEO replacement.

YTD 2025 Activity Financial Sponsor 
Activity

Separations ActivityMegadeal Activity Shareholder  
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Macro OutlookSectors & RegionsQ3 2025 Activity Morgan Stanley 
Activity

Investor 
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Morgan Stanley’s investor survey based on ~100 investors finds M&A 
remains central to driving shareholder value, with over 60% of investors 
seeking more M&A in 2026.

Investors stressed the importance of clear strategic and financial 
priorities, with key focus on synergies, returns and pro-forma leverage.

~40% of investors are convinced AI will have a significant role in M&A 
going forward, even as adoption remains in its early stages in some 
industries9.
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Overall Importance & Activity Outlook (1) Strategic Priorities for M&A (1)

Financial & Execution Priorities When Evaluating M&A (1) Macro Backdrop and Role of AI in M&A (1)

Scale benefits and competitive positioning

Defensive consolidation

Portfolio diversification / entering new markets

Revenue and cost synergies#1

#2

#4

#3

Significant 
39%

Moderate 
46%

Limited
15%

Market Backdrop Artificial Intelligence (AI)

Policy clarity

Earnings growth outlook

Impact of tariffs

Interest rate trajectory

Positive Neutral Negative

Return on invested capital (ROIC)

Free cash flow profile post-transaction

Leverage and balance sheet impact

EPS accretion/dilution

Execution track record of management

Relative multiple

Size of target relative to parent

Most 
Important 

Least 
Important

62

38

0

More M&A
Activity

About the
Same as

2025

Less M&A
Activity

Very 
Important
15%

Moderately 
Important
47%

Neutral
23%

Limited 
Importance
15%

%

M&A as a Driver of 
Shareholder Value

Expected M&A 
Activity in 2026

Investors Expect 
M&A Will Remain
in Favor for 2026 

YTD 2025 Activity Financial Sponsor 
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Broader Market Indices Surge to New Highs Rates Have Decreased and Expected to Continue Falling

Volatility Continued to Decline Following April Highs Surge in IPO Activity Since June

+40%

+51%

+20%
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$2.5 

$3.8

$2.8 

$1.8 
$1.4 

$2.1

$4.2 $4.0
$3.2

$8.9 

2024 Jan-25 Feb Mar Apr May Jun Jul Aug Sep

Indexed to 100 (%)

Fed Funds Rate Target

2026
3.4%

From Fed’s Sep-25 
Economic Projections

September 17th 
25bps rate cut

Morgan Stanley outlook for monetary policy 
calls for the Fed to cut rates by another 

75bp through January, 
and then for two additional 25bp rate cuts 

in April and July of 2026

VIX Level % Yield ’25 Monthly Data’24 
Monthly 

Avg.

($Bn)

IPO activity rebounded since June well 
above 2024 monthly average
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The current backdrop is highly conducive to M&A, with equity markets 
at record highs, interest rates easing and expected to fall further, 
volatility declining, and IPO activity surging. 

These dynamics should continue to support robust M&A activity 
through the remainder of 2025 and into 2026. 

Constructive 
Macro Environment 
Should Support M&A 
for Balance of 2025 
and into 2026

YTD 2025 Activity Financial Sponsor 
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Morgan Stanley 
Continues to be 
at the Forefront
of Activity Across the 
Spectrum
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“Structure” 
Helping Bridge 
Value Gaps

Corporate 
Carve-outs 
Getting Done

Continued Focus 
on Corporate 
Clarity Through 
Separations

Increased Cross-
Border Activity 
with Desire to 
Grow Footprint

Sponsors 
Continue
to Invest at Scale

Industry Defining
Large Strategic 
Activity

September 9th , 2025

August 21st, 2025

September 8th, 2025

August 25th, 2025

April 29th, 2025

July 30th, 2025

July 30th, 2025

February 6th, 2025

April 14th, 2025

July 10th, 2025

September 4th, 2024

July 29th, 2025

June 11th, 2025

July 29th, 2025

May 22nd, 2025

May 16th, 2025

February 25th, 2025

~$23Bn

~$2Bn

~$4Bn

~$23Bn

Spin-Off of Its Mobility Segment

~$2Bn

~$8Bn

Spin-Off of Its Aerospace Business

~$5Bn

~$3Bn

Spin-Off of Its Precision 
Technologies Segment

~$85Bn

~$3Bn

~$14Bn

~$2Bn

~$35Bn

~$4Bn
GCF
Business

Off-Highway
Segment

Catalyst Technologies
Business

Purification
&Filtration Business

✓ Earn-outs 

✓ Minority Stake Sale with Downside Protection 

✓ Preferred Equity

✓ Tax Receivable Agreement

Morgan Stanley Client 

September 8th, 2025

~$1Bn
ThermoSafe Business

YTD 2025 Activity Financial Sponsor 
Activity

Separations ActivityMegadeal Activity Macro Outlook Morgan Stanley 
Activity

Sectors & RegionsQ3 2025 Activity

May 27th, 2025

~$5Bn

Shareholder  
Activism

Investor 
Survey

Excl. Defense 
Business
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JOHN COLLINS
Global Co-Head of M&A

TOM MILES
Global Co-Head of M&A

DAVID KHAYAT 
Head of Financial Sponsors 
M&A

TEDD SMITH
Vice Chairman of M&A

COLM DONLON
Chairman of IBD - EMEA

LILY MAHDAVI
Co-Head of M&A –
Americas

Global M&A Leadership
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BEN TEASDALE
Co-Head of M&A –
Americas

GREG WEINBERGER
Vice Chairman of IBD

MICHAEL KAGAN
Global Head of Separations
and Structured Solutions

MICHAEL BOUBLIK
Chairman of M&A

MARCO CAGGIANO
Vice Chairman of M&A

DAVID ROSEWATER
Global Head of Shareholder
Activism and Corporate
Defense

JAN WEBER
Head of M&A - EMEA

RICHARD WONG
Head of M&A - APAC
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We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any
decision, contract, commitment or action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees,
agents and affiliates must hold this document and any oral information provided in connection with this document in strict confidence and may not
communicate, reproduce, distribute or disclose it to any other person, or refer to it publicly, in whole or in part at any time except with our prior written
consent. If you are not the intended recipient of this document, please delete and destroy all copies immediately.

We have prepared this document and the analyses contained herein based on publicly available information. Our use of such assumptions and information
does not imply that we have independently verified or necessarily agree with any of such assumptions or information, and we have assumed and relied upon
the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of our affiliates, or our or their
respective officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy or completeness of the
information contained in this document or any oral information provided in connection herewith, or any data it generates and accept no responsibility,
obligation or liability (whether direct or indirect, in contract, tort or otherwise) in relation to any of such information. We and our affiliates and our and their
respective officers, employees and agents expressly disclaim any and all liability which may be based on this document and any errors therein or omissions
therefrom. Neither we nor any of our affiliates, or our or their respective officers, employees or agents, make any representation or warranty, express or
implied, that any transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or
reasonableness of future projections, management targets, estimates, prospects or returns, if any. Any views or terms contained herein are preliminary only,
and are based on financial, economic, market and other conditions prevailing as of the date of this document and are therefore subject to change. We 
undertake no obligation or responsibility to update any of the information contained in this document. Past performance does not guarantee or predict
future performance.

Legal Disclaimer

Sources: LSEG as of September 30, 2025, Preqin, Capital IQ

Endnotes
1. Includes global announced transactions, each with an aggregate value of $100MM or more. Includes transactions with estimated values. Excludes terminated transactions. Future terminations of pending transactions will reduce totals shown
2. Year-to-date 10-year average reflects the time-period from year-to-date 2015 to year-to-date 2025
3. Other includes transactions classified as Business Services, Textiles, Wholesale and Other
4. Includes buyouts and platform creations only
5. Preqin as of 12/31/2024. Private equity dry powder inclusive of Venture, Growth, Buyout, Real Estate, Mezzanine, Direct Lending, Natural Resources, Infrastructure, and Distressed Debt
6. Reflects completed and pending separations. Includes all 100% spin-off, split-off, IPO spin/split, RMT and MT transactions (either completed or announced and still pending with publicly-disclosed deal value) involving US-listed SpinCos; utilizes public company guidance to determine expected transaction close date. Volumes 

defined as SpinCo aggregate value 30-days post-close, or guidance from equity research if spin-off is still pending
7. Includes last 20 announced U.S. separations where SpinCo market cap >$500MM, excluding situations in which there was a tracking stock or cross-holding collapse
8. Includes global campaigns as of September 30, 2025, targeting companies with market capitalizations above $500MM; companies may be targeted by more than one campaign per year. Excludes public short campaigns, hostile takeovers without activist campaign, 13Ds filed with no publicly disclosed activism, campaigns 

supporting management, and exempt solicitations
9. Survey reflects feedback from ~100 investors, including hedge funds, long-only investors, event driven / arbitrage investors, mutual funds, pension / endowments and more

This document and the information contained herein do not constitute an offer to sell or the solicitation of an offer to buy any security, commodity or 
instrument or related derivative, nor do they constitute an offer or commitment to lend, syndicate or arrange a financing, underwrite or purchase or act as 
an agent or advisor or in any other capacity with respect to any transaction, or commit capital, or to participate in any trading strategies, and do not 
constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent third party legal, regulatory, 
accounting and tax advice regarding the contents of this document. This document does not constitute and should not be considered as any form of 
financial opinion or recommendation by us or any of our affiliates. This document is not a research report and was not prepared by the research 
department of Morgan Stanley or any of its affiliates.

Not withstanding anything herein to the contrary, each recipient hereof (and their employees, representatives, and other agents) may disclose to any and 
all persons, without limitation of any kind from the commencement of discussions, the U.S. federal and state income tax treatment and tax structure of 
the proposed transaction and all materials of any kind (including opinions or other tax analyses) that are provided relating to the tax treatment and tax 
structure. For this purpose, “tax structure” is limited to facts relevant to the U.S. federal and state income tax treatment of the proposed transaction and 
does not include information relating to the identity of the parties, their affiliates, agents or advisors.

This document is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley 
Realty Incorporated, Morgan Stanley Senior Funding, Inc., Morgan Stanley Bank, N.A., Morgan Stanley & Co. International plc, Morgan Stanley Securities 
Limited, Morgan Stanley Bank AG, Morgan Stanley MUFG Securities Co., Ltd., Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia 
Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan Stanley Asia (Singapore) Pte., Morgan Stanley Services 
Limited, Morgan Stanley & Co. International plc Seoul Branch and/or Morgan Stanley Canada Limited Unless governing law permits otherwise, you must 
contact an authorized Morgan Stanley entity in your jurisdiction regarding this document or any of the information contained herein.

Sources and Endnotes
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