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Market Overview

The long-anticipated resurgence in mergers and acquisitions (M&A) activity has yet to materialize in
the first quarter of 2025. After a sluggish 2024, many market participants expected the newly
reinstated Trump administration to boost dealmaking through a blend of pro-business policies such as
tax cuts, deregulation, and incentives for domestic investment. Instead, the administration’s actions
have contributed to heightened uncertainty. Inflation concerns have resurfaced, regulatory scrutiny
has intensified, and trade-related disruptions, particularly tariffs have unsettled global equity markets.
As a result, both corporate and private equity buyers have largely adopted a wait-and-see approach.

The numbers tell the story: roughly $590 billion in M&A has been announced through March 25, 2025.
This is up slightly from the same period last year, but largely buoyed by a handful of high-profile deals,
such as Google’s acquisition of Wiz (valued at $32 billion), Sycamore Partners’ take-private of

Q1 2025 M&A volume reached
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Walgreens (valued over $20 billion), Johnson & Johnson’s purchase of Intra-Cellular Therapies, and driven by a few mega-deals like
Constellation’s deal for Calpine. The stock market has entered correction territory, and this prolonged Google’s $32B acquisition of Wiz
volatility has led many buyers and sellers to hit pause as they reassess valuation frameworks and policy and Sycamore’s 520B take-private
impacts. of Walgreens.

Several pending or potential deals have been delayed or scrapped altogether. Court Square Capital
shelved the sale of Golden State Medical Supply due to trade policy uncertainty. Rosebank Industries
pulled out of a $2 billion acquisition, citing market instability, while the IPO of German drugmaker
Stada Arzneimittel AG has also been postponed. In the consumer space, potential buyers for homecare
brands being sold by Reckitt Benckiser are still trying to assess the long-term impact of tariffs on
profitability. These examples reflect a broader theme: uncertainty both macroeconomic and political
is having a chilling effect on M&A activity.

This shift in sentiment is also reflected in the structure of continuation fund transactions. According to
Preqin, record 65 continuation funds closed in 2024, surpassing the previous high of 57 set in 2023.
The total capital raised reached $36 billion, just shy of the $38 billion peak from 2021. For the first
time, over 50 managers launched their first-ever continuation vehicle in 2024, signaling widespread
industry adoption. The balance between single-asset and multi-asset continuation funds has also
shifted: in 2024, single-asset funds slightly outnumbered multi-asset vehicles, an inversion of the 2021
trend where 71% were multi-asset. This shift reflects a move away from so-called “zombie portfolios”
and toward more targeted, value-maximizing strategies. Zombie portfolios are bundles of under-exited
or underperforming assets left behind at a fund’s maturity. CVs were originally designed to keep
zombies alive—so the shift in CV structuring tells us something about GP confidence and sector focus.
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Regulatory and Political Headwinds

Beyond market volatility, regulatory pressure has also become a significant constraint. The
Department of Justice and Federal Trade Commission (FTC), under Trump’s leadership, have doubled
down on tougher antitrust review standards. Notably, the FTC has signaled its intent to block mergers
involving companies that promote diversity, equity, and inclusion (DEI) initiatives, adding a new layer
of political scrutiny to deal approvals. Moreover, the administration appears to be playing an
increasingly direct role in shaping deal outcomes. BlackRock’s acquisition of strategic ports from CK
Hutchison Holdings, for instance, reportedly benefited from behind-the-scenes engagement with the
White House, highlighting how geopolitical concerns and economic nationalism are intersecting with
capital markets. That transaction still awaits final clearance—reports suggest Chinese regulators may
yet block or condition the Panama Canal assets deal, underlining ongoing geopolitical risks.

Meanwhile, efforts to spur domestic production, particularly in artificial intelligence and energy, have
led to announcements like TSMC’s $100 billion investment in U.S.-based chip manufacturing, and new
financial backing from Abu Dhabi to support Trump’s Al infrastructure plans. These initiatives could
stimulate sector-specific M&A in the medium term, but they’ve yet to offset the broader dealmaking
slowdown. The company's involvement reflects its unique position as a trusted partner to
governments worldwide, providing sophisticated Al-enabled solutions to address complex security
challenges effectively.

IPO and Exit Environment

The IPO market has shown modest signs of recovery, with proceeds reaching $28.6 billion through
March 25t up nearly 10% year-over-year but it remains well below the $54.2 billion average of the
past decade, yet still a 20% increase by proceeds YoY. However, we see that volatile equity markets,
driven by inflation concerns and unpredictable policy moves from the Trump administration, will result
in limited IPO windows and timing challenges. Many private equity-backed companies that were IPO-
ready are holding off, reevaluating valuation expectations and investor appetite amid shifting market
dynamics. Notable postponed listings include fintech leaders Klarna and eToro, whose debuts were
shelved as prospective issuers and investors worried that new trade barriers could dampen
cross-border revenue growth.

The slowdown in M&A and IPO activity reflects a deeper recalibration of risk across capital markets,
driven less by any single policy and more by a confluence of structural pressures. Elevated interest
rates and persistently tight credit conditions have raised the hurdle rate for acquisitions, while
volatility in equity markets has made it harder for companies to justify going public. Many firms are
grappling with cost inflation, margin compression, and shifting demand patterns—all of which
complicate long-term strategic planning. This has created a freeze in dealmaking, particularly for
businesses without clear pricing power or defensible competitive advantages. At the same time,
private equity sponsors are under pressure to return capital, but the traditional playbook of exits
through IPOs or strategic sales is less viable. In this environment, continuation vehicles are not just
fallback options—they’re becoming essential tools for portfolio management, allowing GPs to
preserve value in high-conviction assets while navigating a murky exit landscape. Ultimately, the
current “depression” in activity is less about one specific headwind and more about the cumulative
impact of uncertainty, higher financing costs, and a flight to quality—factors that are fundamentally
reshaping how capital is deployed and recycled.

The Rise of Continuation Vehicles

Faced with a lack of traditional exit opportunities, private equity firms are increasingly turning to
continuation vehicles (CVs) as a solution to liquidity constraints. Once considered a niche tool,
continuation vehicles have become a core component of the private equity playbook. A continuation
vehicle is a fund created to house one or more assets, often mature or difficult-to-sell portfolio
companies outside of the original investment fund’s structure. Existing LPs can either cash out at that
valuation or roll over their holdings into the CV alongside new investors. This lets GPs extend the
holding period on high conviction assets without forcing distressed debt.
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M&A and Continuation Vehicles

A record 65 continuation funds
closed in 2024 as tighter antitrust
enforcement and geopolitical
tensions complicate traditional
exit paths.

Despite a 10% YoY increase in IPO
proceeds  ($28.6B), volumes
remain nearly 50% below the
decade average as volatility and
tariffs delay high-profile listings
like Klarna and eToro.
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Exhibit 3: Top GP’s by Agg. Capital Raised for Continuation Funds
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Continuation vehicles have gained traction as a response to the liquidity challenges brought on by the
rate hike cycle that began in March 2022, which disrupted capital flows and narrowed exit windows.
With traditional exit routes becoming more difficult to execute, GPs are turning to these vehicles to
preserve distribution metrics like DPI, which are critical for fundraising and investor confidence. These
structures allow GPs to extend the holding period of top-performing assets, offering existing LPs the
choice to cash out at a market-based valuation or roll their interests into the new vehicle. Typically
used when market timing is poor or when assets still have growth potential, continuation funds help
sponsors unlock partial liquidity without a full exit. Critics, however, argue they may obscure
underperformance and raise concerns over the circular nature of selling assets between affiliated
vehicles. Despite the controversy, LPs remain interested, drawn by the appeal of de-risked, shorter-
term investments and the ability to recycle capital efficiently in a challenging market.

Looking Ahead

As we move into 2Q25, our outlook for M&A remains cautious. We believe that political
unpredictability, continued inflationary pressures, and tight credit conditions are all likely to keep
dealmakers on edge. However, pockets of activity particularly in Al, energy, and national security-
adjacent sectors could see an uptick depending on how policy evolves. Escalating tariff uncertainty has
only deepened equity market volatility, shaking corporate confidence and stalling strategic planning.
In our view, these dynamics will be a significant drag on both IPO and M&A volumes in the near term,
as businesses struggle to price risk and forecast earnings. Additionally, the most recent news of a 90-
day pause is just that, a pause, not a removal, and businesses will have to continue to expect some
form of trade barriers now moving forward. We believe that private equity will have to continue to
rely on creative solutions like continuation vehicles to generate liquidity and demonstrate
performance in a constrained environment.

Continuation funds are no longer just a backdoor exit, they’re an integral part of the GP toolkit. Used
strategically, they can enhance value, unlock capital, and preserve relationships with LPs. But overuse
or misuse could invite greater skepticism and regulatory scrutiny. For now, the balance still favors their
continued growth, especially as traditional M&A channels remain clogged.
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With a 90-day tariff pause offering
little relief, PE firms are expected
to lean further on continuation
vehicles to return capital and
manage portfolio liquidity in Q2
2025.
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Important Disclosures

This document was produced by Vertige Investment Group for internal use and/or direct publication; distribution to or by unauthorized parties is
strictly forbidden. Prior to making any decision to invest in a public security, investors should seek their own legal advice and be aware of any
legal considerations relevant to making, maintaing, or divesting such investment.

Vertige Investment Group is a student organization based at the University of Toronto, established to provide its members with opportunities to
engage in financial research and develop their understanding of the finance industry. It is important to understand that Vertige Investment Group
is not an incorporated body, partnership, or legal entity of any kind. The organization operates purely as an educational entity, driven by students
for the benefit of student learning and experience. The research publications produced by Vertige Investment Group are created with the sole
purpose of enhancing educational knowledge and should in no way be interpreted as professional investment advice. These publications are the
result of student efforts, relying on publicly available information and academic resources. Consequently, the accuracy, completeness, and reliability
of the research cannot be guaranteed. The content presented is intended to foster academic discussion and learning among students and should
not be used as the basis for making real-world investment decisions. Members of Vertige Investment Group are students who do not possess
any professional licenses or certifications. They engage in research activities as part of their educational development, without the oversight or
endorsement of any regulatory bodies. The insights and analyses presented in Vertige's publications reflect the students' academic understanding
and interpretations, and not those of certified financial professionals. Given these circumstances, it is crucial for readers and recipients of Vertige
Investment Group's research publications to exercise caution and seek advice from certified financial advisors before making any investment
decisions. Vertige Investment Group disclaims any responsibility for any losses or damages incurred as a result of relying on the information
contained in its publications.

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of, or located in, any
locality, state, country, or other jurisdiction where such distribution, publication, availability, or use would be contrary to law or regulation. The
securities discussed in this document may not be eligible for sale in some jurisdictions. This research is not an offer to sell or a solicitation of an offer
to buy any security in any jurisdiction where such an offer would be illegal. It does not constitute a personal recommendation nor does it take into
account the particular investment objectives, financial situations, or needs of individual readers. Information in this report should not be construed
as advice designed to meet the individual objectives of any particular investor. Investors should not consider this report as a factor in making their
investment decision. Consultation with your investment advisor is recommended. Past performance is not a guide to future performance, future
returns are not guaranteed, and a loss of original capital may occur.

The information provided is as of the date indicated and is subject to change. It should not be deemed a recommendation to buy or sell any
security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such information is
accurate or complete. Members of the Vertige Investment Group may have information that is not available to the contributors of the information
contained in this publication.

Vertige Investment Group, including affiliates and members, may execute transactions in the securities listed in this publication that may not be
consistent with the ratings appearing in this publication. All expressions of opinion reflect the judgment of the Research Department of Vertige
Investment Group or its affiliates as of the date of publication and are subject to change. Vertige Investment Group, including affiliates and
members may perform services for, or solicit business from, any company mentioned in this document.

Research reports by Vertige Investment Group are disseminated and made available for educational purposes via electronic publication on our
internal proprietary websites. Not all research reports are directly distributed to external platforms or aggregators. Certain research reports may
only be disseminated on our internal proprietary websites; however, such research reports will not contain estimates or changes to earnings
forecasts, target price valuations, or investment or suitability ratings. Individual Research Analysts may also opt to circulate published research to
select individuals electronically. This electronic communication distribution is discretionary and is done only after the research has been publicly
disseminated via our internal proprietary websites. The level and types of communications provided by Research Analysts to recipients may vary
depending on various factors, including but not limited to, individual preference regarding the frequency and manner of receiving communications
from Research Analysts. For research reports, models, or other data available on a particular security, please visit our proprietary websites or
contact Vertige Investment Group directly.

ANALYST INFORMATION

At Vertige Investment Group (VIG), all roles, including those of Equity Research analysts, associates, vice presidents, and managing directors are
held by students on a voluntary basis. As a student organization at the University of Toronto, VIG does not offer financial compensation for any
position. Instead, members gain valuable experience, skills, and educational growth through their participation in research activities and other club
initiatives. Factors contributing to the evaluation of an analyst's performance at VIG include: (i) Quality and overall productivity of research,
including the accuracy and depth of analysis; (ii) Recognition and feedback from peers and academic mentors; (iii) Effectiveness in supporting and
collaborating with other club members; (iv) Contributions to club initiatives and research publications; and (v) Engagement and active participation
in VIG events and meetings.
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The analyst(s) responsible for the preparation of this research report attests to the following: (1) that the views and opinions rendered in this
research report reflect their personal views about the subject companies or issuers, and (2) that no part of the research analyst’s work was, is, or
will be directly or indirectly related to specific recommendations or views in this research report. Additionally, said analyst(s) has not received
any form of compensation from any subject company. All research conducted and published by VIG is for educational purposes only and does
not constitute professional investment advice.

VERTIGE INVESTMENT GROUP RELATIONSHIP DISCLOSURES

The person(s) responsible for the production of this communication declare(s) that, to the best of their knowledge, there are no relationships or
circumstances (including conflicts of interest) that may in any way impair the objectivity of this research. This applies equally to any individuals
closely associated with them. It is possible, however, that the individuals involved in this communication may have holdings in the financial
instruments discussed, and any such holdings will be disclosed. Vertige Investment Group has protocols in place to manage and mitigate such risks
to ensure the integrity and objectivity of our research.

RISK FACTORS

General Risk Factors: The following are some general risk factors that pertain to the businesses of the subject companies and the projected target
prices and recommendations included in Vertige Investment Group's research: (1) Industry fundamentals, such as customer demand or
product/service pricing, could change and adversely impact expected revenues and earnings; (2) Issues relating to major competitors, market
shares, or new product expectations could change investor attitudes toward the sector or the stock in question; and (3) Unforeseen developments
related to the management, financial condition, or accounting policies or practices could alter the prospective valuation.
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