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Industrial Software Q1 2026 Market Update

The "SaaSpocalypse“, much like the geopolitical tensions reshaping global trade, a parallel disruption is 
brewing inside the software industry itself. Legacy per-seat SaaS models are under direct risk from 
agentic AI products that automate the very workflows those seats were built to support. Incumbents are 
already reporting seat count stagnation despite growing underlying usage. The industry is in a transition 
toward outcome and consumption-based pricing, and those who establish the new benchmarks first will 
define the next decade of industrial software economics.

The Industrial Software sector entered 2026 navigating the same crosscurrents as the broader market. 
Tariff-driven cost pressures and supply chain uncertainty accelerated buyer demand for operational 
visibility and automation software i.e. tools with direct, measurable payback, while elongating 
evaluation cycles for broader transformation initiatives. SaaS spending by industrial customers is 
projected to reach US$30–35B in 2026, with supply chain resilience, predictive maintenance, and AI-
driven process optimization seeing the strongest inflows. Further, capital is concentrating into software 
with direct, measurable ROI, compressing the investable surface area.

Despite near-term caution, structural tailwinds remain intact. AI-driven automation is being reframed at 
the board level as a labor cost hedge against a projected 1.9M U.S. manufacturing worker shortfall by 
2030. Geopolitical risk is paradoxically accelerating reshoring investment, driving demand for factory 
digitization, simulation, and PLM software. Q1 2026 saw 15+ industrial software transactions totaling 
US$15B+, skewed toward high-value strategic acquisitions as buyers consolidated must-have workflow 
platforms ahead of an anticipated rate easing cycle.

McRock View: The industrial software stack is compressing, value is shifting from seat-based applications 
to data-centric, outcome-driven platforms. Winners will control both the data layer and the workflows 
built on top.

Source: CNBC, Federal Reserve Bank of New York, Bank of Canada, Statistics Canada, BEA (final Q4 GDP, Apr 9 2026), Statistics Canada, FOMC/BoC Mar 18 decisions, FRED S&P 500 data, BNN Bloomberg (TSX Mar 31 close), TradingEconomics/CNBC bond yields. Canada 10yr is approximate end-of-quarter level. QoQ bond change vs Dec 31 2025.

The first quarter of 2026 was defined by a resilient but increasingly cautious U.S. economy 
navigating sticky inflation and renewed geopolitical uncertainty. Escalating U.S. and China tariffs 
on industrial components and semiconductors, alongside Middle East tensions pushing Brent 
crude above US$100/bbl, injected a risk premium that markets had not fully priced entering the 
year. 

The Federal Reserve held rates steady at 3.50%–3.75% at both its January and March meetings, 
with core inflation remaining elevated at ~2.7%, keeping pressure on growth valuations across 
software.

Despite this backdrop, the S&P 500 held near record highs into January before pulling back in 
February on mixed Magnificent 7 earnings and renewed tariff concerns. U.S. manufacturing 
output expanded modestly on reshoring investment, while Canada's manufacturing PMI 
contracted below 50 for a third consecutive quarter. 

Hyperscaler capex commitments exceeding US$300B continued to underpin enterprise software 
demand even as investors scrutinized ROI timelines. As Q1 closed, the S&P 500 finished down 
~4.6% from its quarterly peak, with industrial and tech stocks modestly performing while elevated 
oil prices and defense spending created pockets of strength in energy software and simulation.

Equity Index Performance Q1’26 vs Q4’25

S&P 500 6,529 -4.6%

TSX 
Composite 32,768 3.3%

Real GDP Growth QoQ Annualized

Q4 2025 0.5% Vs +4.4% 
(Q3)

Q4 2025 -0.6% Vs +2.4% 
(Q3)

Central Bank Policy Rate % QoQ

Mar’2026 3.50%-
3.75% 0.00%

Mar’2026 2.25% 0.00%

10 Year Government Bond Avg QoQ

Mar’26 4.32% +0.17pp

Mar’26 3.47% +0.30pp
Q1 2026 saw 15+ Industrial Software M&A Transactions totaling US$15 Bn+, with M&A activity skewed 

toward strategic buyers consolidating workflow ownership with limited sponsor led platform formation 



Q1 2026 Index Performance and Highlights

Source: McRock Capital
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Company Spotlight: Trimble

Source: !"#$%&'()**+,&(-'./"01(2#034%//51(6,4//(7#*,*3'. *Trimble uses a non-calendar fiscal year "FY2025" = fiscal year ending January 2, 2026
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Agents

What Is Trimble Becoming: A Look at Its Transformation Strategy

Coordination is most important to drive retention & ACV
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GM% growth from 57.3% 
to 65% 
due to software shift

EBITDA Margin up by 4.3% 
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Since 2020, Trimble has restructured its portfolio through divestitures and targeted acquisitions, reallocating capital from hardware to software to build the coordination layer across the AECO lifecycle. The company 

exited non-core businesses (23 divestitures) to focus on Architecture (A), Engineering (E) , Construction (C), and Owners (O), while acquiring software capabilities to deepen control across data and workflows. This 

positions Trimble to orchestrate workflows across design, construction, and operations, increasing software revenue from 58% to 79%.
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Industrial RegTech is Changing Shifting From Data->Workflows->Systems of Action

Featured Market Leaders
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The Data Ingestion & Structuring Layers Post Prompt Intelligence & Reasoning Current Level of Workflow Automation Move Towards Orchestration
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Strategic-led M&A Transactions

Date Buyer Target Price
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PE-sponsored M&A Transactions

Date Buyer Target Price
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Strategic-led Financing Transactions

Date Investor Company Raised Valuation       
(Post-Money)
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Market Activity Highlights

Financial-led Financing Transactions

Date Investor Company Raised Valuation 
(Post-Money)
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McRock Capital – Industrial Software Pioneer
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