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Gambit Corporate Finance

Established in 1992, Gambit is an independent corporate finance firm specialising in
advising private and public organisations on mid-market transactions in the UK and
overseas. With offices in London and Cardiff, Gambit is widely recognised as a
market leader in corporate finance advice having built up detailed industry
knowledge and an enviable track record in deal origination and execution.
www.gambitcf.com

Corporate Finance International

Gambit is the exclusive UK shareholder of CFI, a global partnership of middle-market
investment banks and corporate finance advisory firms. With over 260 professionals
located in 32 offices throughout the world CFI members specialise in cross-border
acquisitions, disposals, capital raising, and related services and is ranked number 24
in Europe and 40 globally by Thomson Reuters for transactions valued up to €500
million (June 2017).
www.thecfigroup.com

Contents Page

Executive Summary 3

The UK Economy & Credit Markets 4

Alternative Lending 5

M&A & Credit Markets 6

Jason Evans is the partner that leads Gambit Corporate Finance’s Debt
Advisory team. Prior to joining Gambit, Jason was Regional Director for
Lloyds Banking Group, heading up the regional corporate banking team
in the Mid-Market and working with businesses with turnover between
£10m and £750m.

After graduating from the University of Reading in 1991 with an honours
degree in economics and accounting, Jason began his career at Coopers &
Lybrand Deloitte. During his 26-year career, Jason has held various senior
roles, including Divisional Head of Leveraged Finance for HSBC.

He is also an Associate of the Securities and Investment Institute, holding
an advanced corporate finance qualification from the Institute of
Chartered Accountants in England and Wales (ICAEW). Jason has
also been voted "Corporate Banker of the Year" on a number of occasions
at the Insider Dealmaker Awards.

Jason Evans
Partner, Debt Advisory 
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➢ As Brexit is drawing closer those with refinance dates either side of Brexit,
may want to consider accelerating the process.

➢ Global political risk has escalated with the fears of an outright trade war
increasing due to the ‘tit for tat’ tariffs being imposed by both the USA
and China.

➢ The credit markets are currently benefitting from high liquidity in both the
SME and mid-market sectors. As interest rates still remain low by historic
standards, it may be an opportune time for those considering medium and
long term funding needs to test the debt markets.

➢ Currency risk must be considered as sterling is forecast to depreciate
further in the short term. Those with foreign exchange exposure may
wish to consider a hedging strategy.

Executive Summary

In Summary

The macroeconomic environment remains strong with global growth of 3.7% forecast in 2018
and 2019 by the OECD.

The UK economy has continued to show resilience in the face of uncertainty surrounding
Brexit. The economy is forecast to grow at a rate of 1.3% in 2018 and 1.2% in 2019.

Interest rates in key economies are predicted to continue rising gradually. Whilst rising
interest rates are typically unfavourable for borrowers, interest rates do remain low by
historic standards.

Brexit remains a risk factor within the credit market and a speedy resolution could lead to an
increase in demand for credit.

Multiples for transactions across the SME and mid-market sectors have continued to rise
due to the high level of cash on corporate balance sheets, the amount of investable capital
in the hands of financial investors and the availability of credit.

Leverage multiples have remained at similar levels to the end of 2017, with 6x EBITDA being
common place for larger private equity transactions.

The alternative funding industry is yet to mature, with a growing number of lenders entering
the market over the last year. Private debt funds alone raised over $20bn in 2017.

The level of credit and the increasing competition between alternative funders has led to
‘covenant lite’ loans becoming more prevalent.

The use of alternative funders within the UK has grown, however there remains a general
lack of awareness of the various funding solutions available.

September 2018 marked the 10 year anniversary of the collapse of Lehman Brothers, an
event that transformed the banking landscape, resulting in differing business models and
greater competition from alternative funders.

Source: The Economic Forecast Agency
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4The UK Economy & Credit Markets 

Economic Overview
Global growth is projected to reach 3.7% in 2018 and 2019, however expansion is peaking in
some key economies and headwinds remain. In the United States, short term economic
growth appears strong and the US dollar has strengthened. However, the implementation
of tariff barriers by the USA is a concern for the global economy and may hamper
predicted growth. Growth projections have been revised downwards for several key
economies including the UK and Euro area, reflecting a difficult first half of 2018 with
increased political uncertainty. Whilst growth has been revised downwards in the UK, the
economy is expected to grow at 1.3% per annum in 2018 and 1.2% 2019. In the short term,
the economy is performing steadily with unemployment at record lows. As previously
signalled by Mark Carney, the rise in interest rates has continued gradually with a 0.25%
increase in August 2018. Credit supply conditions remain favourable for corporate
borrowers, especially with improving credit availability.

UK Lending Outlook

• The supply of credit to the UK corporate
sector has increased slightly in Q2 2018.

• Lending to SME’s has remained flat year on
year, however, outlook for lending is
positive with many predicting improved
credit availability to SME’s in the near term.

• Loan spreads narrowed for both smaller
companies and large corporates in Q2 2018,
driven by improved liquidity in the market.

• The outlook for credit is positive at present
with the increase in interest rates unlikely to
disrupt the current market.

Brexit

• Corporate borrowing has remained
flat due to the uncertainty arising
from Brexit and the possibility of a
‘hard no deal’ exit.

• Some businesses may be waiting for
further clarity on Brexit before
making value and growth enhancing
decisions. It is expected that if
positive news emerges in relation to
Brexit then demand for lending from
SME’s and the mid-market will
increase.

Annual Growth of Lending to Businesses

Source: Bank of England

Source: OECD

-1.0

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18

Loans to SMEs Loans to Large companies

0.00

1.00

2.00

3.00

4.00

2014 2015 2016 2017 2018 2019

Real GDP Annual Growth Rate (%)

UK USA Germany France World



-5-

5Alternative Lending 

• Traditional lenders, such as high street banks, have retreated from less vanilla areas of financing
provided before 2008 due to changing risk appetites and regulatory changes such as Basel II.

• Since the financial crisis, an increase in both supply and demand of credit to mid market companies
has led to further competition and more innovative structures and products being offered.

• Alternative funding ranges from crowdfunding, peer to peer lending, asset based lenders to
challenger and foreign banks, through to private debt funds.

• The alternative funding market has expanded rapidly within Europe, with the UK continuing to
dominate. The most active sectors for lenders include business and professional services which
accounted for 25% of all UK deals in 2017.

• The amount of liquidity in the alternative lending sector remains high with further fundraising by
private debt funds over the last year. This means that many funders are under pressure to put capital
to work, further stoking competition between lenders.

• Greater competition between lenders has resulted in increasing flexibility of debt structures,
covenants and pricing.

• September 2018 marked the 10 year anniversary of the collapse of Lehman Brothers, an event that
impacted the banking industry worldwide and triggered a surge in the number of challenger banks
and new business models in the industry.

• Within the upper mid-market, deals with a leverage of more than 6x EBITDA have become more
prevalent over the last few years and this trend is likely to be sustained as competition for deal flow
intensifies.

• So called ‘covenant lite’ loans have become increasingly popular and Moody’s estimate that 80% of
loans issued in the leveraged loan market would be classed as ‘covenant lite’ in 2018.

• Alternative lenders continue to act as a “one stop shop” for debt financing needs. Many funders are
actively looking for unitranche opportunities across the mid-market and SME funding landscape.

• The major attraction of private credit managers is their more fluid approach to funding structures,
less restrictive covenants and ease of use.

Trends
• Within the UK, the majority of deals for alternative lenders has

focused on M&A with management buy-outs and add-ons for
private equity sponsored portfolio companies.

• Alternative credit providers are increasingly in direct competition
with traditional banks in Europe.

• The recent rise in interest rates is unlikely to cause difficulties for
corporates as debt servicing costs remain close to historic lows.

• There remains a lack of awareness from the UK corporate sector as
to the types of alternative funding available.

• The number of sponsor-less companies turning to alternative
lenders to finance organic growth strategies has grown.

• Due to the sophisticated nature of alternative lenders, specialist
debt advisers are often crucial in identifying the most suitable
potential funders, supporting presentations and evaluating and
negotiating funding options.
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M&A
The volume of M&A activity in the first half of 2018 has
remained high with volumes increasing in Europe by
16% when compared to the same period last year. This
has been partly driven by global consolidation across a
number of industries. Both deal value and volume for
private equity transactions rose over the period. The
market continues to show resilience in the face of
political headwinds such as Brexit. The UK M&A market
is expected to continue performing strongly for the
remainder of the year.

Valuation Multiples
Valuation multiples have continued to rise with an average of
11.6x EBITDA for PE and disclosed private transactions for Q2
2018. Whilst valuations are lower in the SME market, the
increase in multiples paid in the top end of the market will
trickle downwards. Higher multiples are being driven by a
number of factors, including capital on corporate balance
sheets, the availability of relatively cheap credit for both
strategic and financial investors, record amounts of investable
capital for private equity and private debt funds.

Outlook for M&A Activity
• Activity is expected to remain high, particularly as increases in

interest rates remain gradual and are not likely to drastically
impact debt servicing costs.

• As institutional investors continue to deploy their 'dry powder'
into the market, valuation multiples will remain high.

• In order to protect returns, private equity houses are looking to
debt funders to leverage investable funds.

• As a result, leverage multiples are likely to remain high as there is
growing competition between trade and financial acquirers for
quality assets.

• Whilst interest rates remain low and favourable supply side
dynamics exist, it is an ideal time for those who are looking to use
credit facilities for value enhancing acquisitions or investment.

• Geopolitical and Brexit uncertainties do remain on the horizon.

Leverage Multiples
Leverage multiples for transactions have remained
high and multiples for larger private equity
transactions of 6x are being commonly accepted by
the market. However, some are raising concerns over
the sustainability of these leverage multiples and the
increasing proportion of ‘cov-lite’ facilities.
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Gambit Corporate Finance LLP
Established in 1992, Gambit is an independent corporate finance advisory firm specialising in
advising private and public companies on mid-market transactions in the UK and overseas. With
offices in London and Cardiff, Gambit is widely recognised as a market leader in M&A having built
up multiple sector knowledge and an enviable track record in deal origination and execution.

Key services include:

•Management Buy-outs/ Buy-ins • Private Equity Portfolio Advisory

•Mergers and Acquisitions • Succession Planning

•Fundraising/ Development Capital • Debt Advisory

•Financial Restructuring • Research and Deal Creation

CFI Group
We are the sole UK shareholder in Corporate Finance
International, a global partnership of leading mid-market
investment banking firms with members in North America,
Western & Eastern Europe and Asia. With over 260 professionals
located in 32 offices throughout the world we are able to provide
an international outlook and service for clients.

Website: www.thecfigroup.com

Contacts
Jason Evans  Tom Linney 
Partner, Debt Advisory Analyst 
+44 (0) 7725 446 741 +44 (0) 845 643 5500
jason.evans@gambitcf.com tom.linney@gambitcf.com

London Office                                             Cardiff Office 
23 Berkeley Square                                           3 Assembly Square
London                                                          Britannia Quay
W1J 6HE                                                        CF10 4PL
Tel: +44 (0) 845 643 5500                        Tel: +44 (0) 2920 475 500 
Website: www.gambitcf.com
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