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To help provide further insights on recent mergers and acquisitions (M&A) activity, PwC is 
pleased to share with you our quarterly analysis of M&A activity in the global aerospace and 
defense industry. 

When measured by both volume and value, announcements for defense targets generally 
remain weak. But the market for aerospace deals is stronger when measured by volume, 
particularly within the middle market, if not value. 

So far this year, aerospace deal volume is on pace to exceed annual totals of any year since 
2000. The quarter’s single mega-deal involved an aerospace target: the $1.4 billion 
acquisition of ARINC from Carlyle by Rockwell Collins. In addition, ATK’s acquisition of 
Bushnell was nearly $1 billion. Both of these deals were sales by private equity. 

PwC analysts are monitoring several additional trends expected to affect the values and 
locations of deals in the A&D sector:  

 Financial investors were more involved in announcements during the third quarter 
than in previous quarters as a result of the aforementioned deals, but given the 
overall reduced volume of deals, it is difficult to call this much of a trend. With 
relatively strong equity and IPO markets, as well as cash-rich strategic acquirers, 
PE firms are seeking opportunities to exit aerospace and defense investments 
acquired during the leverage bubble. 

 The recent profusion of China-to-US, US-to-Europe, and within-Europe aerospace 
and defense deals across national borders is now generally absent. The decline in 
cross-border deals is due in part to the overall decline in defense deals. One 
exception was Lockheed Martin’s acquisition of Amor in the United Kingdom  
(deal value not disclosed). 

 While the pace of local-market deals year-to-date is generally robust by historical 
standards, more cross-border deals will likely be required to offset weaknesses in 
Western defense budgets. These deals are unlikely to reach the size of the failed 
EADS/BAE Systems announcement, but austerity has improved the rationale for 
Western cross-border defense consolidation. We expect that transnational defense 
cooperation agreements will be increasingly pursued in order to improve export 
competitiveness. 

 Budget-related uncertainty in the United States is expected to continue to hamper 
the deal market, particularly as it concerns defense contractors. However, budget 
proposals indicate a desire to mitigate at least some of the effects of sequestration 
on the defense budget. Under most budget scenarios, US industrial policy seems 
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unlikely to change as it pertains to consolidation among the largest defense 
contractors. But acquisitions among defense suppliers will likely be acceptable, and 
perhaps encouraged. 

Heading into the final quarter of 2013, we are hopeful that defense budgets and priorities 
will become clearer. In addition, the upcoming Quadrennial Defense Review may help focus 
the US budget priorities. Both of these factors can potentially drive defense M&A. 

We are pleased to present our third-quarter 2013 analysis as part of our ongoing 
commitment to provide you with a deeper understanding of M&A trends and prospects in 
the industry. 

Launch the data explorer at http://www.pwc.com/us/en/industrial-
products/publications/mission-control.jhtml for a deeper dive into the data, or contact us 
to further discuss our insights. 

Sincerely,

 

Scott Thompson 
US Aerospace & Defense Leader 
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