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Foreword

The Israeli cyber ecosystem has evolved rapidly from 2019 through today. In recent months, this
momentum was underscored by two record-breaking exits that not only set new benchmarks for deal
size, but also reaffirmed the strength and maturity of the sector.

So farin 2025, Israeli cyber exits have been announced in 18 of 36 weeks, a pace that underscores just
how on fire the market truly is. But while momentum is high, the multi-billion-dollar deals are reshaping
perceptions: they set new benchmarks for success, yet also raise questions about sustainability,
valuation discipline, and what it now means to “win big” in this ecosystem.

This report serves as an update to our Israeli Cyber Startups Exits Landscape series, providing an early
look at 2025 market activity with a particular focus on M&A, building on our report from late 2024. While
a full year-end report will follow, our goal here is to analyze the data available today to assess where Q4
2025 will take us.

What's clear is that as threats around the world continue to grow and evolve, the ecosystem for
SecureTech remains strong. Israel continues to play a strong role in that story, highlighted by the exits

and innovation featured in this report.

All data in this report is current as of September 17, 2025.

Dorin Baniel
Principal & Head of EMEA
Investments, NightDragon
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Macro Drivers

To set the stage for 2025's review, we begin with the macroeconomic
context—Public markets act as the key proxy, it shapes investor
confidence, valuations, and IPO/M&A windows, and ultimately
determines exit timing. Macro drivers remain highly influential: we are still
in a post-COVID environment marked by geopolitical volatility, trade
tensions, inflation waves and corrections, rising fiscal debt, and ongoing
military conflicts.

At the same time, the Israeli cyber market is on fire, with exits happening
at record pace and multi-billion-dollar deals redefining what it means to
win. These mega-transactions amplify momentum but also shift
perceptions, raising benchmarks and reframing how all other deals are
viewed in the ecosystem.

So we ask ourselves, how can one predict public market behavior and
subsequently anticipate exit timing?

High CPI - High Rates - Lower Valuations

Cooling CPI - Stable Rates — Stronger Exits

Inflation

Inflation drives interest rates, which in turn shape valuations, buyer behavior and exit timing.
¢ Higherinflation — Higher interest rates (via Central Bank policy)
e Higherinterest rates — lower present value of future earnings - Lower valuations
¢ ower valuations means exit multiples compress during inflationary periods. Timing an exit during
cooling inflation can result in materially better outcomes.

Inflation was stable pre-COVID, spiked sharply by 2023, and is normalizing in 2025. This surge
drove central banks to raise interest rates from historic lows, keeping the cost of capital elevated

even as inflation cools. While conditions are improving, global stability has not fully returned —
and both stable inflation and easing rates are essential for predictable exits.
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Inflation, measured by the average consumer price index (CPI), reflects the change in the cost of
consumer goods and services. Below, we analyze recent inflation trends.

Why It Matters

Inflation is one of the most important drivers of exit markets because it directly affects valuations,
interest rates, and investor appetite. When CPl is high, central banks raise rates, tightening IPO
windows, but as inflation moderates, stability returns.

Current Landscape
® CPlhascooledto~2-3% inthe US and Israel, down from peaks in 2021-2022, signaling healthier [PO
conditions for 2025
® Europe has also eased, though unevenly, while China remains near 0%.
e QOverall, advanced economies are converging toward central bank targets.

Implications for Exits
* Normalizing CPI reduces pressure on central banks to hike rates.
e |ower volatility creates a more predictable environment for IPOs.
* Stable inflation supports healthier exit multiples and higher investor confidence heading into 2025.

Key Takeaway: Cooling inflation in the US and Israel supports stronger IPO pipelines in 2025.

ADVANCED

Source: International Monetary Fund
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Interest Rates

Why It Matters

Interest rates set the cost of capital. Since 2021, rates have risen sharply from historic lows, increasing
financing costs, compressing valuations, and pushing investors toward higher-quality deals. For exits,
this means IPO windows narrow during tightening cycles, while M&A shifts toward strategic buyers with
stronger balance sheets.

Current Landscape
e US & Israel now both stand at 4.5%, reflecting parallel tightening since 2022
e This convergence shows a shared inflationary response and signals macro stability
e However, elevated rates continue to weigh on growth-stage deals, where valuations are more
sensitive to the cost of capital

Implications for Exits
e Borrowing remains expensive — |IPO candidates face pressure on multiples
¢ |nvestors are more selective — favoring high-quality companies with profitability or strategic
differentiation
e Strategic M&A becomes more attractive relative to growth-equity IPOs.

“ 0.25% 0.25% 4.50% 5.50% 4.50% 4.25%

Source: Trading Economics

“ 0.10% 0.10% 3.25% 4.75% 4.50% 4.50%

Real GDP Growth

Analyzing world growth via Real GDP across key economies shows global growth has improved since
COVID-19, but seems to be slowing down. USA’s growth is strong post-COVID, and Israel shows
continued resilience, potentially outpacing peers this year.

Why It Matters
GDP growth underpins earnings, corporate demand, and investor sentiment. Strong growth boosts
market appetite for IPOs and M&A, while stagnation slows exit momentum.

Current Landscape

US continues steady expansion at ~2%, maintaining its role as the deepest exit market.
Israel is projected to grow 3.2% in 2025, outpacing most advanced peers.

e Europe remains sluggish, with Germany flat and France/UK around 1%.

Chinais slowing but still delivers ~4% growth, while India leads with ~6%.
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Real GDP Growth (continued)

Implications for Exits
e US and Israel stand out as the strongest foundations for IPO activity.
e Europe’s slower growth tilts exits more toward M&A than public markets.
* |ndia’s rapid growth makes it an emerging market to watch for future exits.

Key Takeaway: US stability and Israel’'s above-average growth create the most supportive conditions
for exits.
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Source: International Monetary Fund

Unemployment Rate

The US unemployment has fallen from over 8% in 2020 to just above 4% now, showing strong labor
market resilience, while Israel continues to maintain one of the lowest unemployment rates among
advanced economies. Together, moderating inflation and favorable employment levels create a
supportive macro backdrop for IPO activity.

Why It Matters

Employment levels reflect economic resilience and consumer demand. High unemployment alongside
high inflation risks stagflation, while low unemployment reinforces stability, investor confidence, and
exit potential.

Current Landscape
® US unemployment has fallen from over 8% in 2020 to ~4% today.
¢ |srael continues to post among the lowest unemployment rates in advanced economies (~2.9%).
e FEurope is stable at 3-4%, while China and India remain in the 5-5.5% range.

Implications for Exits
e Stronglabor marketsin the US and Israel signal resilient demand and lower stagflation risk.
* Healthy employment supports economic growth and reduces downside risks for [PO investors.
* This stability complements moderating CPI, reinforcing favorable macro conditions.

Key Takeaway: Low unemployment in the US and Israel strengthens the case for exit activity in 2025.
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