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Gambit Corporate Finance

Established in 1992, Gambit Corporate Finance (“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 mid-market
investment banks and corporate finance advisory firms. With over 200 professionals
located in 26 offices throughout the world, CFI members specialise in cross-border
acquisitions, disposals, capital raising, and related services. CFI was ranked number
16 in Europe and 21 globally by Thomson Reuters for transactions valued up to €200
million in 2019.
www.thecfigroup.com
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Jason Evans is the partner that leads Gambit’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 28-year career, Jason has held various senior
roles, including Divisional Head of Leveraged Finance for HSBC.

He is 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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3Executive Summary
In Summary

Global GDP growth in 2020 is set to be modest, as investment and trade recovers from a period of
geo-political tension and uncertainty.

Directors’ confidence reached its highest level since the EU referendum following the Conservatives’
victory in the December 2019 General Election, offering stakeholders a degree of political certainty
for the year ahead.

Despite improving sentiment in the UK, economists are predicting a relatively benign 2020, with UK
GDP growth forecasts only marginally above those of the Eurozone.

Central banks have continued to adopt ‘easy’ monetary policies which have supported growth,
although there is caution surrounding the lack of stimulus options available to fight any potential
recession.

The low interest rate environment continues to attract corporates to debt markets, with the
sustained rise of alternative funders presenting prospective borrowers with a myriad of options to
navigate.

The amount and diversity of capital available to businesses in 2020 is at unprecedented levels, with
private debt funds raising records amounts in 2019.

Ever increasing competition between lenders has led to concerns around lending standards, with
‘cov-lite’ loans continuing to feature in larger private equity and upper mid-market transactions.

Mid-market valuation multiples held up well over the course of 2019 as private equity funds
continued to deploy dry powder into UK assets.

The UK continues to be Europe’s largest M&A market and activity in 2020 is expected to be healthy,
bouncing back from a fall in deal volumes in 2019.

Closer scrutiny of Entrepreneur's Relief and its cost to the Exchequer has led to business owners
expediting their exit plans in 2020.

Source: The Economic Forecast Agency
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➢ The performance of GBP against major currencies will continue
to be heavily dependent on an orderly exit from the European
Union once the transition period ends on 31 December 2020.

➢ The UK corporate market continues to attract the attention of
acquirers, with high levels of liquidity likely to sustain valuations
in 2020.

➢ With the low interest rate environment set to persist in the short
term, it’s opportune for those with a funding requirement to
test the debt markets.

➢ Given the vast amount of options and structures available to
corporates, it is beneficial to appoint a specialist debt advisor
who can navigate the funding landscape and secure the most
appropriate solution.
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4The UK Economy & Credit Markets 

Economic Overview
• Economists are predicting modest growth in the UK economy in 2020, with improved

sentiment following the December election.
• The IMF has projected global GDP growth of 3.3% in 2020, with the UK set to expand at a

more subdued rate of 1.4%, marginally higher than forecasts for the Eurozone.
• Economic growth forecasts for the UK have been somewhat hindered by Boris Johnson’s

resolve in setting a hard deadline of December 2020 for concluding trade talks with the EU.
• Despite concerns around productivity, the UK’s employment data showed durability over

the course of 2019, with unemployment at its lowest level since 1975.
• Bank of England (“BoE”) Governor Mark Carney has warned that central banks are running

low on stimulus options to fight any potential recession.
• FCA Chief Executive Andrew Bailey is set to take over from Mr. Carney as BoE Governor in

March, with his regulatory expertise potentially indicating that ‘Brexit’ could lead to
divergence between UK & EU financial regulation.

• Early 2020 has seen the BoE put interest rates on hold for the time being, citing signs that
the UK economy had picked up since December’s general election.

UK Lending Outlook
• The annual growth rate of lending to large companies and SMEs was 4.9% and 1.0%

respectively in 2019, despite an uncertain political backdrop.
• Confidence in the financial services sector has grown on the back of the general election,

following 15 consecutive quarters of flat or falling sentiment.
• In December, all of the UK’s major high street banks passed BoE stress tests, showing

enough durability to withstand a major economic crisis.
• With the rise of challenger banks and alternative finance providers, several of the UK’s

largest banks have boosted investment in technology or partnered with FinTech companies.
• A number of mainstream lenders have committed to significant lending targets in 2020 for

the benefit of UK SMEs, as they navigate the UK’s departure from the EU.

• Due to the low awareness levels of the impending transition from Libor outside of large
corporations, the BoE is setting up a task force to improve awareness among SMEs.

• Lender appetite remains high, despite increasing concerns about the length of the current
credit cycle and the terms on which debt is currently being deployed.

*Forecast

Sources: IMF, Gambit Analysis, Bank of England, CBI, S&P LCD
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Alternative Lending
• Private debt funds continue to provide bespoke debt finance, generally accommodating

greater levels of flexibility at higher yields than banks.

• A record amount of capital was raised by private debt funds in 2019 as fund managers
continued to launch new vehicles, despite the unease around a slowdown in global
economic growth.

• As competition between alternative finance providers has intensified, many have adjusted
their approach to focus on niche strategies and solutions in order to accommodate
underserved market segments.

• Sponsor-less private debt transactions have risen significantly over the last two years,
although it remains a low proportion of overall deal volume in the alternative funding
market (20%).

• Lender appetite remains high, although there are increasing concerns about the length of
the current credit cycle and the terms on which some debt is being deployed.

• Following a surge of loan issuance in the alternative lending market in 2017, much of this
debt will be approaching maturity over the next few years, with many issuers looking to
refinance or extend in 2020.

• The greater speed and flexibility of alternative lenders is an ideal match for growing,
dynamic businesses, leading to increasing utilisation among SMEs.

• The importance of the alternative lending market and its counter-cyclical nature has been
increasingly recognised as a means to smooth the credit cycle and make economic
downturns less severe.

• Alternative lenders continue to offer bespoke facilities with little or no equity dilution,
thereby allowing businesses to fund investment and growth, make acquisitions, refinance
and consolidate the shareholder base.

Sources: British Business Bank, Financial Times, Gambit Analysis, Institutional Money, LCD, an 
offering of S&P Global Market Intelligence

Trends
• Alternative credit providers continue to compete directly with traditional banks in

Europe.

• The UK is the largest market for private debt funds, accounting for 38% of European
deals over the last 22 quarters.

• There remains a lack of awareness from the UK corporate and SME segments as to
the types of alternative funding available to them.

• With interest rates at record lows, debt servicing costs will be unlikely to cause
difficulties for businesses, however, the quality and structure of these loans will
continue to be closely monitored.

• The number of sponsor-less companies turning to alternative lenders to finance
growth strategies has grown.
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M&A
While the UK remains Europe’s largest M&A market,
dealmaking activity in 2019 dropped by 4% year-on-year to
$226.6bn. Loan volumes continue to be tied closely to
M&A activity, and the ability of corporates to raise debt
at a low cost of capital ensured that activity was robust
throughout H2 2019. M&A continues to be the key driver
of Direct Lending transactions, with 64% of UK &
European issuance being used to fund buy-outs. On the
back of easing concerns relating to a US-China trade deal
and greater stability in the UK political landscape, a
degree of certainty is likely to support M&A market
activity in 2020.

Valuation Multiples
Despite an uncertain political and economic backdrop in 2019,
UK valuations have been largely unaffected. On average,
larger private companies are being sold to trade buyers for
around 9.6x historical EBITDA, while private equity buyers are
paying 11.8x. The steady profile of UK valuations has been
driven by robust volumes in the mid-market, indicating that
the low cost and high supply of capital, compounded by the
devaluation of Sterling, has made mid-market UK businesses
more attractive to overseas buyers. The UK corporate market
remains attractive in the eyes of acquirors and with greater
clarity on Brexit and increased government spending, mid-
market valuations are likely to be sustained in the near term.

Outlook for M&A Activity
• While economists are predicting modest growth for 2020, a benign economy

tends to be conducive to M&A activity, as companies look to supplement a lack
of organic growth through consolidation.

• UK dealmakers are predicting a healthy level of M&A to take place in 2020, with
overseas investors encouraged by the recent UK general election result.

• Following a post crisis high in global M&A activity from private equity groups in
2019, the signals are positive for 2020, with further growth expected as they
continue to deploy their significant levels of capital.

• With a lack of short-term clarity on the continuing availability of Entrepreneur's
Relief in its current form, many business owners are looking to accelerate their
exit plans in 2020, which is likely to support M&A deal volumes.

• While geopolitical uncertainty and economic stagnation has weighed on the
volume of ‘mega-deals’, the mid-market is likely to remain active as strategic and
financial acquirers seek to deploy their record levels of dry powder.

Leverage Multiples
The average debt/EBITDA ratio for 2019 M&A-related
deals was 5.9x for disclosed upper mid-market
transactions, up slightly from 5.8x in 2018. As
competition between financial investors increases and
the low interest rate environment persists, the lending
terms that were historically reserved for larger credits
are filtering through to the mid-market. With an
increase in the use of debt advisory services, businesses
have been able to fully test the debt markets,
benefitting from flexible facility structures and
increased leverage.
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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 200 professionals
located in 26 offices throughout the world, we are able to
provide an international outlook and service for clients.

Website: www.thecfigroup.com

Contacts
Jason Evans  Michael Dunn
Partner, Debt Advisory Analyst 
+44 (0) 7725 446 741 +44 (0) 845 643 5500
jason.evans@gambitcf.com michael.dunn@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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