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TECHNOLOGY 2H23: WHAT TO KNOW
 Deals were down across the tech sector in the past year, but private

equity is sitting on a pile of cash, along with some antsy investors,
and may be poised for some big moves in 2024.

 In the wild west of tech, the potential for legal and regulatory
rulings to either hamper or enable evolution and applications is
massive in 2024.

 Outside of the Activision Blizzard / Microsoft deal, 2023 was a quiet
year for M&A among the big players – Amazon, Microsoft, Google,
etc. – but the rise of Artificial Intelligence (AI) could make for some
splashy deals in 2024.

Artificial Intelligence and Tech. What Next?

Merger and acquisition deals were down in 2023 across the board, and
tech was no exception. Interest rates were up to a 22-year high, deal
valuations were an issue, and remember SPACs? Right, that mania died a
quick death, and the process has drawn legal scrutiny. But as we look back,
one day we may be talking about two eras, BC and AI. It felt like after the
introduction of ChatGPT’s version of Artificial Intelligence in 2022,
everything changed in 2023 and anything that came before was prehistoric
by comparison. It felt like machine learning and AI were the present and
the future of tech.1,2,3

As we made our way through 2023, a few things started to gel. For one,
the excited chatter about AI, while persistent, morphed into the “now
what” discussion. We watched as companies started to put AI to work, to
harness the gee whiz factor into functioning – and hopefully profitable –
products and services, whether that’s in the arts and entertainment field,
the legal field, or the office. Even the president got involved. Then, there
were the lawsuits.4,5,6,7,8

On the Sidelines, What Happened?

While the “Magnificent 7” (Microsoft, Apple, NVIDIA, Amazon, Meta,
Google, and Tesla) made headlines for stock gains in 2H23, the big boys
were largely on the M&A sidelines. In fact, the biggest tech firms made
zero splash deals in Q3 and only one in Q2.9,10

For one, there was regulatory pushback. U.S. government agencies
including the FTC and the DOJ did their darnedest to curb mega deals,
even if they lost a bid to block Microsoft’s nearly $70 billion buy of gaming
powerhouse Activision Blizzard with antitrust concerns. The duo issued a
joint 51-page draft of antitrust definitions and guidelines in 2023 spelling
out proposed guardrails and what they consider legal violations across
broad acquisitions. In November, the U.S. Department of Commerce
created what it’s calling the U.S. Artificial Intelligence Safety Institute. We
will see how this new focus pans out in the courts.11,12,13

With regulatory pressures and interest rates on the rise, maybe it wasn’t

The information contained herein is based on sources we believe reliable but is not guaranteed by us and is not to be considered all-inclusive. It is not 
to be construed as an offer or consultation of an offer to sell or buy any securities.

Scott Mitchell
Managing Director
Technology Team
720.221.9220
smitchell@sdrventures.com

Ben Paddor
Senior Analyst
Technology Team
720.221.9220
bpaddor@sdrventures.com

Logan Bohlender
Vice President
Technology Team
720.221.9220
lbohlender@sdrventures.com

http://sdrventures.com/
http://sdrventures.com/
mailto:smitchell@sdrventures.com
mailto:bpaddor@sdrventures.com
mailto:lbohlender@sdrventures.com


720.221.9220 | SDRVENTURES.COM
Investment Banking and Securities Offered Through SDR Capital Markets, LLC, Member FINRA and SIPC.

TECHNOLOGY REPORT
2H 2023 | VOL 12 | ISSUE 2

3

surprising that there would be a difference of opinion over valuations, another damper on acquisition activity. Sellers felt
their value was higher than buyers were willing to risk. Deals fell below 10X ARR, and frankly, some sellers took their ball
and went home. Private equity stayed in the game, but at a smaller stake, taking minority positions rather than full
acquisitions. Is this the end of tech M&A? Not hardly. But there was a lot of uncertainty in 2H23, and nobody likes that.
When interest rates for leveraged buyouts cool, when there is a clearer picture of regulation, when earnings provide
some clarity – perhaps as early as this year – watch for a stronger pace. PE is sitting on a pile of cash, and investors don’t
like that. Money doesn’t make money on the sidelines, and investors are getting increasingly restless. Don’t sleep on tech
in 2024.1,14

So, What’s This About AI?

If AI was a game changer, it may be headed for a buying stampede in coming months. While 2023 was sluggish, perhaps
it was because the potential and applications of AI were only being initially digested and understood. It will take some
time to understand the limits, or lack thereof, of the technology. And there are legal and regulatory issues. And these
concerns aren’t just in the U.S., governments across the globe are concerned about everything from copyrights to
instructions for building a nuclear weapon (first, get some uranium, then …). AI isn’t magic, it gobbles information at will
from the internet, and some have objected, most notably the New York Times, and Reddit, which started charging third
parties in 2023 for access to its broad library of information.3,15,16,17

There’s an understandable rush to invest and profit from “AI” as a category. But it remains to be seen what it actually
does that makes money. Self-driving cars? Art or web content and design? Or legal tech software to speed discovery and
motions? Although that legal use may come with some hitches. In October, convicted rapper Prakazrel “Pras” Michel
appealed claiming his lawyer used AI to craft his closing statements, resulting in significant missteps. The case is being
watched closely. Progress doesn’t come without trial, and perhaps in this case, error. Still, it makes sense to follow the
big players and their bets. Already, chip maker Advanced Micro Devices (AMD) is on the prowl for AI startups, LinkedIn
announced layoffs while replacing those workers in part with AI tools, and tech giants Amazon, Google, and Microsoft
are racing to outspend venture capital to snap up pioneers in the field. Cybersecurity, as an industry, appears to have
many interesting AI applications. And if the biggest public firms are spooked by uncertainties and antitrust litigation in
this emerging field, PE isn’t resting, as we saw a number of take-private moves, a 16-year high, worth watching. Eccentric
billionaire inventor Elon Musk reportedly started 1H24 on the road looking to raise $6 billion for his AI startup, dubbed
xAI. There’s a lot of money out there, and a lot of potential.18,19,20,21,22,23,24,25,26,27,28

When the elephants charge, it can make sense to follow their tracks.

Take a Byte: A Review of Transformational Tech Mergers & Acquisitions in 2023

 At the start 2H23, in July, Databricks, a data and AI company, announced its acquisition of generative AI platform
MosaicML, a generative AI competitor platform known for its MPT large language models (LLM). The deal was valued
at $1.3 billion. The combined platform is expected to help thousands of existing customers build LLM capabilities
using their own data, retaining control, security, and ownership of that information. Databricks’ existing customers
include Comcast, Condė Nast, and more than half of the Fortune 500 companies. The deal was seen as the start of a
wave of AI acquisitions. MosaicML was an open source startup with a platform designed to help organizations train
LLMs and create AI applications based on the data. Prior to the acquisition, MosaicML had raised about $220 million
from investors, marking a solid exit and a hint at how enticing the M&A market is for AI applications. The deal was
reported as one of the 10 biggest in tech in 2023.29,30,31

 Nasdaq-traded experience management expert, Qualtrics, was taken private in March by Silver Lake, a tech
investment group, and the Canada Pension Plan Investment Board (CPP) in a $12.5 billion deal. The purchase
included the entirety of SAP’s majority ownership interest. Qualtrics, a cloud-based software provider helps
organizations create and retain customer relationships using AI to understand customer needs, interactions, and
sentiment. Silver Lake, with some $92 billion in assets under management, generates about $272 billion annually with
nearly 700,000 employees in its portfolio. SAP acquired majority ownership in Qualtrics in 2018 for about $8 billion.
Silver Lake paid about 7x LTM Revenue for the acquisition.32,33
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 Publicly traded secure communications and networking company Cisco made a move with its biggest acquisition
ever, paying $28 billion to acquire a cybersecurity powerhouse, Nasdaq-traded, Splunk. The deal reportedly positions
Cisco in the security and observability field as the sector adapts to AI integration, including threat detection and
prevention. Cisco reported the deal should be cash flow positive in the first year after closing. The purchase will make
Cisco one of the largest global software companies. In 2023, Cisco also acquired four other security companies,
Armorblox, Oort, Valtix, and Lightspin.34,35

 Semiconductor monster Broadcom announced one of the biggest tech acquisitions ever in May, buying cloud
computing pioneer VMware in a deal valued at $61 billion, just behind Microsofts’s Activision Blizzard $70 billion deal.
The deal was seen as a way for Broadcom to diversify away from designing and building chips and into cloud and
software development and management. Soon after the deal was completed in November, Broadcom began a
corporate shakeup, announcing layoffs of thousands of employees, selling off parts, and altering licensing agreements
and cutting or changing some partner agreements with VMware resellers and service providers.36,37

Predictive Analytics, A Look to the Future

If AI is the tech world’s 800-pound gorilla, its diet will be in the spotlight going forward, depending on what regulations
and courts allow. The New York Times in December went toe to toe with ChatGPT owner, and Microsoft partner, OpenAI
with a lawsuit alleging copyright infringement claiming the platform gulps down copyrighted work to “train” the model.
The suit is seen as a test of how generative AI gathers the information it uses. AI and LLM tech is raising several issues
about how data is used and where laws should apply. One analyst called the AI arena a “legal minefield” in the
making.38,39

It's not just news organizations that are concerned about content-driven, ravenous AI training tools. Artists and authors
(including legal thriller writer and lawyer John Grisham) have sued over images and text, while Getty Images is alleging
infringement of its copyrighted photography. Even a mayor in Australia is questioning AI’s information and accuracy after
a platform incorrectly claimed he’d served time in prison. Copyrights, patents, and accuracy are all in play in the courts,
creating a muddy legal landscape and legal risk for companies that embrace the emerging technology.39,40

But there appears to be consensus, AI and generative AI integration is the big watch for 2024, and there is some
pressure to get in early as it is estimated almost every player in the AI field is at the earliest stages, far from maturity and
profitable application. We are looking forward to some important court rulings, further discussion of the climate footprint
of cloud computing and the resource demands for AI learning, and rising cybersecurity issues. There’s a lot in play, and
many questions about when to invest, and when investments might pay off. That’s what makes tech as a sector so
exciting.41,42,43
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Source: PitchBook Financial Data and Analytics
Note: This data represents recorded transactions only, and is not all-inclusive. Nevertheless, they are typically representative of the industry.
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ACTIVE BUYERS

Source: Pitchbook Financial Data and Analytics
Note: This data represents recorded transactions only, and is not all-inclusive. Nevertheless, they are typically representative of the industry.
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TECHNOLOGY SEGMENTS (BROAD SOLUTIONS) VS. S&P 500
Segment Market Cap Performance – Trailing 12 Months

Source: PitchBook Financial Data and Analytics

TECHNOLOGY SEGMENTS (INDUSTRY SPECIFIC SOLUTIONS) VS. S&P 500
Segment Market Cap Performance – Trailing 12 Months
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PUBLIC BASKET (CONTINUED)
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Source: PitchBook Financial Data and Analytics
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PUBLIC BASKET (CONTINUED)
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Source: PitchBook Financial Data and Analytics
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PUBLIC BASKET (CONTINUED)
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Source: PitchBook Financial Data and Analytics
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PUBLIC BASKET (CONTINUED)

Source: PitchBook Financial Data and Analytics

TECH CONGLOMERATES – “FAANG”
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U.S. M&A ACTIVITY SNAPSHOT

Source: GF Data®

Source: GF Data®

OVERALL U.S. M&A ACTIVITY

Note: The most current source of GF Data is as of Nov 2023.

LOWER MIDDLE MARKET PRIVATE EQUITY TRANSACTION MULTIPLES
EBITDA Multiples By Transaction Size

CAPITAL BREAKDOWN – LOWER MIDDLE MARKET PRIVATE EQUITY TRANSACTIONS

Source: PitchBook Financial Data and Analytics
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