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The Big Questions 

• Can consumer spending remain resilient despite rising concerns 
about the labor market and strained household finances? 

• What economic disruption might the war in Iran impose on the United 
States? 

• How will the Federal Reserve respond to all of this uncertainty, and 
what does it mean for interest rates? 

• What are the implications for investment portfolios? 
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Monthly Net Job Gains/Losses 
A Deceleration in the Job Market 
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Notable deceleration in job growth. 
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Sources: Bureau of Labor Statistics, BBH Analysis Data as of January 2026 
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Monthly Net Job Gains/Losses 
Rolling 12-Month Averages 
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Sources: Bureau of Labor Statistics, BBH Analysis Data as of January 2026 
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Where Are the Jobs? 
Trailing 12-Month Employment Changes 

Employment Sector (% of Total) 
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Total (100%) 359 
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Leisure & Hospitality (11%) 150 

Other Services (4%) 53 
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Professional & Business Services (14%) (40) 

Information (2%) (43) 
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Federal (2%) (324) 
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Labor Force Supply & Demand 
Supply Now Exceeds Demand 
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Sources: Bureau of Labor Statistics, BBH Analysis Data as of December 2025 
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Household Delinquency Rates 
% of Outstanding Debt More Than 90 Days Delinquent 

Credit Cards 12.7% 

Student Loans 9.6% 
All Other 9.5% 

Auto Loans 5.2% 

2003 2005 2007 2009 2011 2013 

Sources: NY Fed Consumer Credit Panel, BBH Analysis Data as of December 2025 
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U.S. Consumer Confidence 
Pandemic Level of Anxiety 
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Sources: University of Michigan, BBH Analysis Data as of March 2025 
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U.S. Consumer Spending 
No Signs (Yet) of Weakness 
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Sources: Bureau of Economic Analysis, BBH Analysis Data as of December 2025 
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The War in Iran 

• Is it far too early to assess how long hostilities will continue, or 
whether they will broaden. 

• The transmission effect of hostilities into the US economy will take 
place through the energy markets … 

• … where the United States is relatively well insulated due to reduced 
reliance on energy and increased domestic demand. 
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Energy Prices 
140 12 

2 

4 

6 

8 

10 

20 

40 

60 

80 

100 

120 
Brent Crude ($ per barrel) 

$81.50 

$3.08 

Natural Gas ($ per MMBtu) 

Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24 Jan-25 Jul-25 Jan-26 
Sources: Bloomberg, BBH Analysis Data as of 3 March 2026 
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The Strait of Hormuz 
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The Strait of Hormuz 
Tanker Positions as of 4 March 2026 

Sources: Kpler, marinetraffic.com, BBH Analysis Data as of 4 March 2026 
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Energy Production 
(000s barrels per day) 
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Sources: OPEC, US Department of Energy, BBH Analysis Data as of January 2026 
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Fed Funds Futures Market 
Two Cuts in 2026? 
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Sources: Bloomberg, BBH Analysis Data as of 4 March 2026 
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Fed Balance Sheet 
$ billions 
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Sources: Bloomberg, Federal Reserve, BBH Analysis Data as of 25 February 2026 
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Geopolitics and Markets 
Geopolitical Shock Date 1 Month 3 Months 6 Months 1 Year 
Germany invades France 5/10/1940 -19.9% -12.7% -4.5% -18.7% 
Pearl Harbor attack 12/7/1941 -1.0% -11.0% -6.5% 4.3% 
N. Korea invades S. Korea 6/25/1950 -10.0% 1.6% 4.1% 11.7% 
Cuban missile crisis 10/19/1956 5.1% 14.1% 20.7% 27.9% 
Gulf of Tonkin incident 8/2/1964 -1.6% 1.9% 5.3% 2.7% 
Six-day Way 6/5/1967 3.3% 5.9% 7.5% 13.5% 
Tet offensive 1/30/1968 -3.8% 5.1% 5.2% 10.2% 
Yom Kippur War 10/6/1973 -3.9% -10.7% -15.3% -43.2% 
Oil embargo 10/16/1973 -7.0% -13.2% -14.4% -35.2% 
Iraq invasion of Kuwait 8/2/1990 -8.2% -13.5% -2.1% 10.1% 
First World Trade center bombing 2/26/1993 1.7% 2.0% 4.0% 4.7% 
USS Cole Yemen attack 10/12/2000 2.7% -0.9% -11.3% -19.6% 
US terrorist attacks 9/11/2001 -0.2% 2.5% 6.7% -18.4% 
Iraq war starts 30/20/2003 1.9% 13.6% 18.7% 26.7% 
Madrid bombing 3/11/2004 3.5% 2.7% 1.5% 8.4% 
London subway bombing 7/5/2005 3.3% 1.8% 5.3% 5.5% 
Boston marathon bombing 4/15/2013 6.3% 8.4% 9.7% 17.9% 
Russia annexes Crimea 2/20/2014 1.5% 2.6% 8.0% 14.7% 
North Korean missile crisis 7/28/2017 -1.1% 3.6% 14.8% 13.4% 
Iranian general killed in airstrike 1/3/2020 1.9% -23.1% -4.2% 14.4% 
US withdraws from Afghanistan 8/30/2021 -3.7% 2.8% -4.9% -12.0% 
Russia invades Ukraine 2/24/2022 5.9% -7.2% -2.1% -7.1% 
Hamas attacks Israel 10/7/2023 1.3% 10.6% 20.9% 33.5% 
Iran attacks Israel 4/13/2024 1.9% 9.9% 13.5% 5.3% 
US bombs Iranian nuclear facilities 6/22/2025 5.7% 11.7% 13.5% ???? 
US removes Maduro from Venezuela 1/3/2026 0.9% ???? ???? ???? 

Sources: Bloomberg, BBH Analysis 
Data as of 1 March 2026 Average -0.5% 0.3% 3.8% 2.9% 

Positive Returns 15/26 17/25 16/25 17/24 
18 



   
                                                                    

 

 

         



 

                                                                    

 

 

         

Trailing 3 Years (annualized) 

Trailing 10 Years (annualized) 

32% 

25% 24% 
22% 22% 
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18% 17%

16% 15% 15%15%14%14% 14%13% 13%13% 
12%12% 12%11% 11% 11% 

9%9% 
10%10% 

8% 

4% 

1% 0% 

-4% 
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Equity Sector Returns 
Rotation? 

45% 

YTD (through 28 February) 
39%40% 
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-10% 
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Services Discretionary 

Sources: Bloomberg, BBH Analysis Data as of 28 February 2025 * Annualized Past performance does not guarantee future results. 
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Equity Market Breadth 
Trailing 1-Year Return for S&P 500 Constituents (Through 3 March 2026) 
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Sources: Bloomberg, BBH Analysis Data as of 3 March 2026 
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Equity Market Breadth 
Year-to-Date Return for S&P 500 Constituents (Through 3 March 2026) 
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Sources: Bloomberg, BBH Analysis Data as of 3 March 2026 
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What to Watch (Economics) 

• Advance GDP for 4Q2025 showed anemic growth of only 1.4% at the end of 2025, 
dragged down 0.9% by the prolonged government shutdown. Will the first quarter show a 
rebound in activity? 

• SCOTUS has ruled that tariffs applied under IEPPA are unconstitutional, and it took the 
White House less than a day to replace them with Section 122 tariffs. How will the tariff 
showdown play out in the first half of 2026? 

• February CPI will be released on March 11, a week ahead of the Fed meeting. Following 
a softer-than-expected 2.4% figure for January, the February report will indicate whether 
inflation continues to moderate. 

• The Federal Reserve meets on March 17-18. The futures market at present is pricing in 
less than a 10% chance of a rate cut. 
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Disclosures 
• Brown Brothers Harriman & Co. (“BBH”) may be used to reference the company as a whole and/or its various subsidiaries generally. This material and any products or services 

may be issued or provided in multiple jurisdictions by duly authorized and regulated subsidiaries. This material is for general information and reference purposes only and does 
not constitute legal, tax or investment advice and is not intended as an offer to sell, or a solicitation to buy securities, services or investment products. All information has been 
obtained from sources believed to be reliable, but accuracy is not guaranteed, and reliance should not be placed on the information presented.  This material may not be 
reproduced, copied or transmitted, or any of the content disclosed to third parties, without the permission of BBH.  All trademarks and service marks included are the property of 
BBH or their respective owners. © Brown Brothers Harriman & Co. 2026.  All rights reserved. FIRM-00650-2026-03-05 
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2023 2024 2025

Global M&A Dollar Value Grew 37% to $4.9 Trillion in 2025 
Despite uncertainty surrounding trade and macroeconomic policies, deal activity proved remarkably robust 

Global M&A Activity – All Deals 

Deal Value ($B) Deal Count 
13,960 

$752 $753 $730 

$1,012 
$891 $863 $896 

$955 
$1,074 $1,040 

$1,398 $1,426 11,795 

10,370 10,240 
10,779 

11,367 11,013 11,069 
11,764 11,650 12,005 

13,195 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

2023 
$3.2T (�12% YoY)���

43,184 deals (�7% YoY)���

2024 
$3.6T�(+11% YoY)���

45,213�deals (+5% YoY) 

2025 
$4.9T* (+37% YoY)���

50,810 deals (+12% YoY)���

2025 M&A volume of $4.9T, of which $3.0T 61% North America, $1.3T 26% Europe, 13% other regions.���
Source: Pitchbook. Note that 2025 deal counts are estimated. 
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M&A Value Increased Significantly Across Regions and Sectors 
Growth in M&A was led by North America. Technology, industrials, financials and healthcare were the top 
four sectors 

2025 Growth By Industry 2025 Growth By Region 

$3,580 

$890 
$250 

$230 $40 $4,990 
$4,990 

+50%���

+35%���
+25%���

+20%���

+65%���
+35%���

+50%���
+35%���

+45%�+15%�+25%�+5%���
-5%+180%���

Source: Lazard 
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Increased Dollar Volume Was Driven by a Resurgence in Megadeals 
71 mega-deals representing over $1.5T in volume, doubling 2024 and surpassing 2021 (60 deals worth 
$1.25T); marked a shift toward scale and underscored the appetite for transformative transactions 

Selected Megadeals Announced in 2025 

$108B 

$89B 

$55B 

$53B 

$43B 

$40B 

$40B 

$35B 
Communications 

= Backed by Private Equity 

$32B $15B 

US$29B Steel $15B 

$27B $13B 

$25B $12B 

$24B $12B 

$20B $12B 

$18B $12B 

$18B $11B 

          
       

          
       

  
          

      

 

  

 

   

Sources: S&P Capital IQ, Pitchbook, LSEG, WSJ���
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Middle Market Was a Different Story; Global M&A Dollar Value Down 2% 
Despite plenty of capital and appetite for M&A among sponsors and strategic buyers, deal making was 
challenged for much of the year due largely to a scarcity of sellers 

Global M&A Activity – Deals Valued Less Than $1B 

Middle Market Deal Value Middle Market Deal Count 
13,802 

13,022 
11,706 11,632 11,505 11,864 

11,260 

$440 $422 $431 
$470 $474 $488 $517 $537 $516 $492 $510 

$463 

10,272 10,145 10,659 10,893 10,945 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

2023 
$1.8T (�13% YoY)���

42,782 deals (�7% YoY)���

2024 
$2.0T (+14% YoY)���

44,730 deals (+5% YoY) 

2025 
$2.0T* (�2% YoY)���

50,193�deals (+12% YoY)���
Source: Pitchbook 
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Private Equity Hold Periods Have Continued to Increase… 
Private equity firms are holding portfolio companies longer as valuations have not increased as expected 

US PE Portfolio Companies by Number of Years Held 

Number�of portfolio�companies�(globally)��� Average Hold Period (Years)���
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Source: Pitchbook 
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…Resulting in Continued Scarcity of Exits 
Many portfolio companies were bought by PE firms at peak valuations (e.g., 2021–2022). To avoid selling at 
a loss or realizing subpar returns, firms are holding investments longer to improve performance and wait for 
more favorable market conditions 

US Middle Market PE Exit Activity – Deals Valued Less Than $1B 

Middle Market Exit Value ($B) Middle Market Exit Count 

$177 $147 $284 $174 $147 $166 $151 

1,287 
1,164 

1,750 
1,397 

1,283 1,308 

1,084 

      

  
              

                 
   

 

   

  

 

      

2019 2020 2021 2022 2023 2024 2025 
Source: Pitchbook 
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Push for Liquidity Has Led to More GP-Led Secondary Transactions 
Sponsors are broadening their monetization toolkit beyond outright sales, leaning on dividend 
recapitalizations, GP- and LP-led secondary structures, especially continuation vehicles (“CVs”) to return 
capital to investors 

GP-Led Secondaries Deal Volume ($B) and Share of Total Exit Volume 

(1) GP-Led Deal Value ($B) CV as % of Global Sponsor-Backed Exit Volume 

14% 
13% 

12% 

7% 

5% 

$68 $75 $115 

5% 

    
   

       
 

                      
      

 
 

    

 

    

$52 $52 $35 $26 

2019 2020 2021 2022 2023 2024 2025 

YoY Chg.�In���
Deal�Value���8%��� 35%��� 94%��� 24%��� - 44%��� 53%���

1 Dealogic estimates for sponsor-backed exit deal volume, including�M&A and IPO proceeds. Percentage represents CV transaction volume over sponsor-backed exit deal volume. 
Source: Jefferies Global Secondary Market Review 2025���
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Cracks in the Credit Market? 
In January, BlackRock TCP Capital reported a 19% QoQ decline in NAV of its investments – validating investor 
concerns over underlying distress in private credit portfolios. The S&P BDC Index began trading below book 
value in the last year, offering a further read on investor sentiment toward credit markets 

S&P BDC Index – Ratio of LTM Avg. Share Price to Total Book Value (“TBV”) 
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1 Reflects the simple average of the companies in�S&Pʼs BDC index LTM share price / TBV.���
Note – “BDCˮ = Business Development Company.�Source: S&P CapIQ���
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Putting Private Credit Headlines into Perspective 
Credit defaults and distress are normalizing towards longer-term averages 

Broadly Syndicated Loans Private Credit Loans 

Par-Weighted Default Rate of Loans % of Defaulted Loans in Post-Reinvestment Private Credit CLOs 
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Source: Palmer Square, Bloomberg, BBH. “CLOˮ�is short for Collateralized Loan Obligation.���
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Current Middle Market Financing Conditions 
Credit spreads and leverage are both at historically aggressive levels given excess liquidity and 
competition for assets. 

Market 
Leverage 

Pricing 

EBITDA: < $10MM $10 25MM > $25MM 
Cash Flow Senior Debt-to-EBITDA 

Feb. 2026 2.00x - 3.00x 2.25x - 3.75x 4.25x - 5.25x 
Jan. 2025 
Jan. 2024 

1.50x - 2.50x 
1.50x - 2.50x 

2.00x - 3.50x 
2.00x - 3.50x 

4.00x - 5.00x 
3.00x - 4.00x 

Jan. 2025 
Jan. 2024 

2.50x - 4.00x 
2.50x - 3.50x 

4.00x - 5.50x 
3.50x - 4.50x 

5.00x - 6.50x 
4.00x - 5.50x 

July 2025 
April 2025 

S+ 3.25% - 4.25% 
S+ 3.50% - 4.25% 

S + 3.00% - 3.75% 
S + 3.25% - 3.75% 

S + 2.75% - 3.50% 
S + 3.00% - 3.50% 

July 2025 
April 2025 

S+ 5.50% - 7.00% 
S+ 6.00% - 7.50% 

S + 4.75% - 6.50% 
S + 5.00% - 6.50% 

S + 4.25% - 5.75% 
S + 4.25% - 6.00% 

Total Debt-to-EBITDA 
Feb. 2026 2.50x - 4.00x 4.00x - 5.50x 5.00x - 6.50x 

Senior Commercial Bank Cash Flow 
Feb. 2026 S+ 3.25% - 4.25% S + 3.00% - 3.75% S + 2.75% - 3.50% 

Senior Non-Bank / Unitranche 
Feb. 2026 S+ 5.25% - 7.00% S + 4.50% - 6.50% S + 4.25% - 5.75% 

Sub Debt (Total Coupon: Cash + PIK) 
Feb. 2026 12.00% - 15.00% 11.00% - 13.00% 11.00% - 12.00% 
July 2025 12.00% - 15.00% 11.00% - 13.00% 11.00% - 12.00% 
April 2025 13.00% - 16.00% 11.50% - 13.00% 11.00% - 12.50% 

Source: SPP Capital Partners 
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Middle Market Valuations Steady, Slightly Below Long-Term Averages 

Average Middle Market EBITDA Transaction Multiples 

ỵ▲Aẍȼѳắḗȼ
Ĺắɹ ɼ▲ȼắȼ▲≥ 

Source: Pitchbook 
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BBH Perspective – Recent Client M&A Activity 
Client A Client D Client B Client C 

Industry 

Business 
Description 

Financial Summary 
(Sales / EBITDA) 

Transaction 
Objective 

Valuation 

Key Elements of 
the Transaction 

Business Services Industrial Services Food & Beverage Healthcare 

Provider of marketing and 
events strategy and 
execution services 

Environmental remediation 
and waste transportation 

services 
Specialty food manufacturer Revenue cycle management 

$525MM / $50MM $20MM / $6MM $100MM / $10MM $25MM / $10MM 

Full Sale Full Sale Minority Equity Full Sale 

~9x EBITDA ~11x EBITDA 8x-10x EBITDA 10x-12x EBITDA 

• 

• 

• 

Transaction preparedness 
(QofE and market study) 
Clear shareholder alignment 
supported seamless execution 
High-quality, professional 

• 
• 

• 

Young, proven team 
Regulated markets lead to high 
barriers to entry 
Proactively managed state 
approvals to avoid deal delays 

• 
• 

• 

Strong top line performance 
Challenged financial reporting 
leading to delayed process 
Capital raising imperative to 
accelerate growth 

• 
management team 
Rare, scaled asset attracted 

• Transaction de-risked by 
isolating environmental 

significant competition • Broad strategic and sponsor 
appeal drove intense 
competition 

• Outperformance during 
process drove value and 
sustained demand 

• Proven management team 
underpinned buyer confidence 
post-deal 

• Industry AI automation posed 
disruption risk and deterred 
some buyers 

• Offshore labor model drove 
sharply divergent buyer views 
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Key Trends to Watch in 2026 

• Accelerating Private Equity Activity: With plenty of dry powder and pressure to return capital to limited partners, 
private equity firms are expected to increase exit activity, boosting deal volume 

• Strategic Portfolio Rationalization: Corporates are likely to continue to actively divest non-core assets to 
streamline operations, reduce debt, and reallocate capital toward growth areas 

• Supportive Financing Environment: Convergence of capital sources is expected to continue to facilitate and 
efficiently finance transactions in 2026, supported by ample private capital dry powder and a constructive rate 
backdrop 

• Consumer Sentiment: While some sectors are booming, consumer spending faces pressure from rising food, gas 
and general prices, with 2026 forecasts showing persistent inflationary pressure 

• AI and Digital Transformation: Businesses are shifting from AI experimentation to implementation, focusing on 
cybersecurity, AI tools, and cloud services to drive efficiency, rather than just using them as optional tools 

• Evolving Geopolitics: Geopolitical dynamics will continue to influence transaction evaluation and execution, 
potentially creating uncertainty that dampens M&A activity 
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One Final Thought 
Is there a “better way” to build companies than the Silicon Valley model’s “get-big-fast” approach? 

Another Way takes a closer look at some of America’s most successful companies – many of which have stayed private, maintained 
profitability and held true to their values for generations – to derive an “Evergreen” approach to entrepreneurship. 

Pragmatic 
Innovation Purpose 

The 
Evergreen 

7 Principles 

Paced 
Growth 

Private 

Profit People 
First 

Perseverance 
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“ ”

GRAND CAYMAN    HONG KONG     HOUSTON    JERSEY CITY
    TOKYO   WILMINGTON    ZURICH BBH.COM 

Brown Brothers Harriman & Co. ( BBH ) may be used to reference the company as a whole and/or its various subsidiaries generally. This material and any products or services may be issued or provided in multiple jurisdictions by duly authorized and regulated subsidiaries. This 
material is for general information and reference purposes only and does not constitute legal, tax or investment advice and is not intended as an offer to sell, or a solicitation to buy securities, services or investment products. Any reference to tax matters is not intended to be 
used, and may not be used, for purposes of avoiding penalties under the US Internal Revenue Code, or other applicable tax regimes, or for promotion, marketing or recommendation to third parties. All information has been obtained from sources believed to be reliable, but 
accuracy is not guaranteed, and reliance should not be placed on the information presented. This material may not be reproduced, copied or transmitted, or any of the content disclosed to third parties, without the permission of BBH. Pursuant to information regarding the 
provision of applicable services or products by BBH, please note the following: Brown Brothers Harriman Fund Administration Services (Ireland) Limited and Brown Brothers Harriman Trustee Services (Ireland) Limited are regulated by the Central Bank of Ireland, Brown Brothers 
Harriman Investor Services Limited is authorized and regulated by the Financial Conduct Authority, Brown Brothers Harriman (Luxembourg) S.C.A is regulated by the Commission de Surveillance du Secteur Financier, and Brown Brothers Harriman (Hong Kong) Limited and 
Brown Brothers Harriman Trustee Services (Hong Kong) Limited are regulated by the Securities & Futures Commission in Hong Kong. All trademarks and service marks included are the property of BBH or their respective owners. © Brown Brothers Harriman & Co. 2026. 
All rights reserved. 

NEW YORK   BEIJING BOSTON  CHARLOTTE  CHICAGO   DUBLIN 
KRAKOW   LONDON    LUXEMBOURG   NASHVILLE PHILADELPHIA 
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