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Earnings drive consistent returns. Multiples are much more volatile

In the long run, earnings growth is the key driver of returns

Based on IGV ETF (tracks c. 100 US tech companies, mainly software), NTM PE and NTM EPS, sourced from Factset 31/5/26.
Note: stated figure for IGV 2025 NTME earnings growth is 43%, however, this includes a significant distortion in Dec 2025 from an unidentified effect, potentially Strategy’s Bitcoin-derived earnings. Unwinding this indicates c. 20% earnings growth 
and c. 20% multiple contraction. 2026 distortion was lower, but also adjusted; -6% NTM EPS growth YTD actual vs simple average of top 15  relevant software names (>50% of industry by revenue) 8% EPS growth ytd, 16% annualised.  PE stated -
3% decline, adj -15%.. These adjustments include an element of subjective judgement so should be treated as indicative rather than precise.

Returns from multiple

Returns from earnings
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Approximate NTM EV:EBITDA

Share price on any given date is NOT the value of a whole company

Note: Approximate – in Hg’s judgement, in order to maximise comparability, it is most appropriate and conservative to use NTM EV:EBITDA for public companies, and compare this to the stated portfolio LTM EV:EBITDA, adjusted by 15% to 
convert to NTM (reflecting 15% EBITDA growth). LTM figures for public companies may not include the full annual impact of recent M&A, thus provide an excessively high multiple. Hg figures are calculated on an LTM basis which is already pro-
forma for the annualised impact of M&A; EBITDA growth has consistently averaged at least 15% over the last 5 years. These figures should be taken as indicative only.
Source: Factset, HgT reports, 31/05/26; listed S&S based on IGV ETF average quarterly multiple.

Hg portfolio 
Approx period end multiple

Listed software & services
Approx avg multiple for quarter
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Hg recent exits
L6M
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Hg’s multiples sit centrally in a range of scenarios
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Notes: Hg recent exits based on average 38% EV premium to book value achieved by Intelerad, Gtreasury and Geomatikk, applied to overall portfolio multiple. Listed software highest 6m average in last year is period May-October 2025. Private 
transactions based on Hg’s private comp set used in quarterly valuations. Hg 5yr average is based on quarterly data as-reported by HgT, adjusted by 15% to reflect NTM vs LTM basis. Listed software today with control premium adds 32% to 
current multiples, based on analysis produced for Hg by a major investment bank. Hg 10yr average is based on quarterly or 6-monthly (pre 2020) data as-reported by HgT, adjusted by 15% to convert LTM to NTM. Listed software multiples are all 
based on IGV as reported by Factset as of 1/6/2026.
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Software and Services (IGV) NTM Price:Earnings ratio, relative to US Market (IVV)

Public market software valuations: unusually low software premium

22% 31 May 2026

Average 56% premium
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Source: Hg analysis as at 31 May 2026, Factset IGV and IVV ETFs used represent, respectively, US Software and Services, and the broad US equity market.



Similar multiples, but very different growth prospects

6All figures are on a simple average basis. US Market ex Software is 500 largest companies, ex materials, financials, energy, real estate (development and REITS), and packaged software. NTM EV:EBITDA is average of values <50. for US market ex 
software, n=309. Packaged software n=24, of which 4 have EV:EBITDA>50 and are excluded. Forecast revenue growth is FY3/FY2 based on analyst consensus estimates. All figures from Factset, 31/5/2026.

US Market ex software Software

16x

12%

7%

14x

NTM EV/EBITDA Forecast revenue growth



Revenue growth forecasts showing no impending slowdown
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7Past performance is not a reliable indicator of future results.
Note: Based on proprietary Hg dataset of c.140 listed software companies.



The new growth budget is AI
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“Which projects are seeing the largest spend increases?”
% of respondents choosing AI

8Source: MS 1Q26 CIO survey
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Source: A16z analysis and publicly reported data from AI-native startups.
Note: Numbers rounded to avoid false precision. 9

But spend is not evenly distributed

AI-natives have grown rapidly 
in “white space” without 
incumbent SaaS

Little evidence that AI-natives are 
capturing market share for 
deterministic workflows



Signs that uncertainty is turning into opportunity
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Continued robust software growth…

• … as incumbents participate in the new opportunities created by AI.
• Early winners starting to emerge at platform layer, apps layer will take longer.

Incremental AI disclosures – the missing link

• Operational metrics demonstrating progress 
• – e.g. pull requests, token usage (hotly debated1), products in market

• Initial ad hoc disclosures, evolving to meaningful quantitative datapoints. 

Quantifiable AI success by incumbent software companies

• Inflection in revenue and earnings growth, led by AI 

Note: There is no assurance that the trends described or depicted above will continue.
1. Source: Observer, May 2026 https://observer.com/2026/05/servicenows-customer-chief-warns-tokenmaxxing-is-an-a-i-hype-cycle/?Fds-Load-Behavior=force-external. 
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Notes to recipients 

Case studies presented herein are for illustrative purposes only and are intended to illustrate Hg’s sourcing experience 
and the profile and types of investments previously pursued by Hg. It should not be assumed that investments made in 
the future will be comparable in quality or performance to the investments described herein. Further, references to the 
investments included in the illustrative case studies should not be construed as a recommendation of any particular 
investment or security.

Hg’s views and opinions are provided for general informational and discussion purposes only and should not be 
construed as investment, legal, accounting, or other professional advice.

This Document may contain non-public, price-sensitive or inside information or significant operational, financial and 
similar details with respect to entities whose debt or equity securities are currently traded, or are expected to be traded, 
on a recognised stock market, investment exchange or similar public market. You agree you will not take any action which 
would amount to insider dealing, unlawful disclosure of inside information, and/or market manipulation or any other form 
of market abuse for the purposes of, or otherwise breach, any applicable law or regulation (including, without limitation, 
the UK Criminal Justice Act 1993, the UK Financial Services Act 2012, Regulation (EU) No 596/2014 on market abuse 
including as implemented and retained by the United Kingdom and amended from time to time (the “Market Abuse 
Regulation”), or any equivalent regime in any other jurisdiction).

Important performance information

All statements of opinion and/or belief contained in this Document and all views expressed and all discussion of past 
investment performance or decisions, projections, forecasts, or statements relating to expectations regarding future 
events or possible future performance represent Hg’s own assessment and interpretation of information available to it as 
at the date of this Document and are subject to change without notice based on market and other developments. No 
representation is made, assurance given, or implication created that such statements, views, projections, track records or 
forecasts are correct after such date. Any projected, target, underwritten or other estimated future returns set forth herein 
(the “Projections”) are hypothetical, have been prepared and are set out for illustrative purposes only, and do not 
constitute a forecast. They have been prepared based on Hg’s current view in relation to future events and various 
estimations and assumptions made by Hg or its affiliates, including estimations and assumptions about events that have 
not yet occurred. Such estimations and assumptions may require modification as additional information becomes 
available and as economic and market developments warrant. Any such modification could be either favorable or 
adverse. The Projections are based on models and assumptions that are subject to uncertainties, changes (including 
changes in economic, operational, political, legal, tax and other circumstances) and other risks, including, but not limited 
to, broad trends in business and finance, tax and other legislation affecting the investments, monetary and fiscal policies, 
interest rates, inflation, market conditions, the level and volatility of trading markets, the availability and cost of short-term 
or long-term funding and capital, all of which are beyond Hg’s control and any of which may cause the relevant actual, 
financial and other results to be materially different from the results expressed or implied by such Projections. Industry 
experts may disagree with the estimations and assumptions used in preparing the Projections.

This presentation (this "Document") has been prepared by Hg Pooled Management Limited ("Hg") and is provided for 
informational purposes as an overview of Hg.

None of Hg or its affiliates (nor any of their respective officers, employees, advisers or agents) makes any representation 
or warranty, express or implied, as to the correctness, accuracy, or completeness of this Document (which is subject to 
further amendment, review and verification), and nothing contained herein shall be relied upon as a promise or 
representation whether as to past or future performance or otherwise. In addition, no responsibility or liability or duty of 
care is or will be accepted by any of Hg or its affiliates for updating any information (or any additional information) 
contained in this Document, correcting any inaccuracies in it, or providing any additional information. To the maximum 
extent permitted by law, Hg shall not be liable for any direct, indirect or consequential losses, damages, costs or expenses 
arising out of or in connection with the use of or reliance on this Document.

Certain information contained in this Document (including “forward-looking statements”, economic and market 
information, and portfolio company data) may have been obtained from published sources prepared by other parties. 
Such information has not been independently verified.

The information contained in this Document is subject to material updating, revision, correction, completion and 
amendment. This Document includes statements of circumstance which may not exist on the date on which it is received 
by the recipient or on the date on which any update or supplement to this Document is communicated. The delivery of 
this Document shall not under any circumstances create an implication that the information contained herein is correct at 
the date of any such delivery.

This Document is not an offer to sell or a solicitation of an offer to buy an interest in any fund. 

Recipients should not construe the contents of this Document as legal, tax, investment or accounting advice, or as a 
recommendation by Hg. Recipients should understand they are not a client of Hg for the purposes of this Document No 
regulatory authority or other agency has reviewed or approved this Document or have passed or will pass opinion on the 
accuracy or adequacy of this Document. The information in this Document is intended to facilitate discussion and is not 
necessarily meaningful or complete without such supplemental discussion.

The information in this Document is confidential to the person to whom it is addressed and should not be reproduced, 
disclosed, distributed to, or used by any other person (other than to a recipient’s professional advisers who must be 
informed of, and agree to, its confidentiality). By accepting delivery of this Document, each recipient agrees to keep 
confidential all information contained in this Document which is not already in the public domain and not to disclose the 
contents of this Document to any person other than their respective affiliates and advisers on a confidential and need-to-
know basis without the prior consent of Hg. Acceptance of this Document by the recipient of this Document constitutes 
an agreement to be bound by the foregoing terms and to return this Document promptly upon request by or on behalf of 
Hg. The recipient and its professional advisers further acknowledge that Hg and its affiliates may be irreparably injured by 
a breach of the foregoing duty of confidentiality, that damages may not be an adequate remedy for any such breach, and 
that, accordingly, Hg shall be entitled to equitable relief (including injunctive relief and specific performance) in the event 
of any such breach. Furthermore, each recipient agrees that such remedies shall not be deemed to be the exclusive 
remedies for any such breach, but shall be in addition to all other remedies available at law or equity.

Each recipient of this Document is invited to ask questions of representatives of Hg to obtain any additional information 
necessary to verify the accuracy of the information in this Document. Any answers to such questions or additional 
information so provided will be subject to the same terms as this Document. 
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Notes to recipients 

All forward-looking statements included are based on information available on the date of this Document and neither Hg 
nor any of its affiliates assumes any duty to update any forward-looking statement. Such results are presented for 
illustrative purposes only and are based on various assumptions, not all of which are described herein. No representation 
or warranty is made by Hg, or any of its affiliates as to the reasonableness of such assumptions or as to any other financial 
information contained in the performance information (including the assumptions on which they are based). The actual 
performance of any underlying investment may differ, and may differ substantially, from that set forth in the performance 
information and undue reliance should not be placed on any such forward-looking statements. The performance 
information is provided on the understanding that a sophisticated investor will understand and accept its inherent 
limitations. The value of investments and the income from them can go down as well as up, and you may not get back the 
amount originally invested. In considering the performance information contained herein, recipients of this Document 
should bear in mind that past performance is not a reliable indicator of future results.

Any performance information contained herein may be based in part on hypothetical assumptions and, for certain assets, 
project performance and “forward-looking statements”. These include, among other things, projections, hypothetical 
analyses of income, yield or return, future performance targets, sample or pro forma portfolio structures or portfolio 
composition. “Forward-looking statements” can be identified by the use of forward-looking terminology such as “may”, 
“will”, “should”, “expect”, “anticipate”, “project”, “target”, “estimate”, “intend”, “continue”, or “believe”, or the negatives 
thereof or other variations thereon or comparable terminology. Any forward-looking statements (including, without 
limitation, projections of future earnings or value) contained herein are subject to known and unknown risks, uncertainties, 
and other factors which may cause actual results to be materially different from those contemplated in such statements.

Any simulated or hypothetical performance results have certain inherent limitations and do not reflect actual trading. They 
are not necessarily indicative of future results. No representation is being made that any fund or investor will or is likely to 
achieve profits or losses similar to those shown.

Jurisdictional legends

This Document does not constitute an offer or solicitation in any jurisdiction in which such an offer or solicitation is not 
authorised, or in which the person making such offer or solicitation is not qualified to do so or to any person to whom it is 
unlawful to make such an offer or solicitation and should not be considered to be an invitation or inducement to engage 
in any investment activity. It is the responsibility of each to satisfy itself as to full compliance with the applicable laws and 
regulations of any relevant territory, including obtaining any requisite governmental or other consent and observing any 
other formality prescribed in such territory. 

In the United Kingdom, this Document is being distributed only to and is directed only at, where distributed by an 
unauthorised person, (i) persons who have professional experience in matters relating to investments falling within Article 
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Financial 
Promotion Order”), (ii) high net worth entities falling within Article 49(2) of the Financial Promotion Order and (iii) any 
other persons to whom it may otherwise lawfully be communicated; and where distributed by an authorised person, (i) 
persons who have professional experience in matters relating to investments falling within Article 14(5) of the Financial 
Services And Markets Act 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001, as amended (the 
“Promotion of CIS Order”), (ii) high net worth entities falling within Article 22(2) of the Promotion of CIS Order and (iii) any 
other persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as 
“relevant persons”). Persons who are not relevant persons must not act on or rely on this Document or any of its contents. 
Any investment or investment activity to which this Document relates is available only to relevant persons and will be 
engaged in only with relevant persons. Recipients must not distribute, publish, reproduce or disclose this Document, in 
whole or in part, to any other person. 

To the extent that any fund managed by Hg is made available to investors in the European Economic Area (“EEA”) or the 
United Kingdom, without limitation to the foregoing, for recipients domiciled, with a registered office or otherwise based 
in member states of the EEA or the United Kingdom, this Document is being provided only to and directed only at 
recipients that are (i) “professional” investors  for the purposes of Directive 2011/61/EU of the European Parliament and of 
the Council dated 8 June 2011 on Alternative Investment Fund Managers, as implemented in any relevant jurisdiction, 
together with Commission Delegated Regulation (EU) No 231/2013, as well as any similar or supplementary law, rule or 
regulation, in each case as amended from time to time, including as implemented in the United Kingdom pursuant to 
applicable legislation including the UK Alternative Investment Fund Managers Regulations 2013/1773, and retained and 
amended from time to time (“AIFMD”); and (ii) “professional clients” for the purposes of the Packaged Retail and 
Insurance-based Investment Products Regulation (No 1286/214), including as implemented and retained by the United 
Kingdom and amended from time to time. 

This Document may only be provided to “professional investors” to the extent that: (1) Hg is permitted to pre-market or 
market limited partnership interests in an alternative investment fund in accordance with the AIFMD; or (2) this Document 
may otherwise be lawfully made available, including where a recipient has reached out on its own initiative to request 
information relevant to this Document.

For recipients domiciled, with a registered office or otherwise based in Switzerland, this Document is being provided only 
to and directed only at recipients that are a “Qualified Investor” as defined in the Swiss Collective Investment Schemes Act 
of June 23, 2006, as amended (“CISA”) and an “Institutional Client” or per se “Professional Client” as defined in FinSA 
(excluding, for the avoidance of doubt, a de facto “private client” who has opted-out to be treated as a “professional 
client”), or where such recipient has reached out on its own initiative to request information relevant to this Document. 
This Document may be made available in Switzerland solely to recipients that are a Qualified Investor and an Institutional 
or per se Professional Client.

Hg is the trading name of Hg Pooled Management Limited, which is authorised and regulated by the FCA. 
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Stay informed about Hg

Hg NEWSLETTER

https://hgcapital.com/newsletters/

LINKEDIN

https://www.linkedin.com/company/hgcapital/

X

@HgCapital
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