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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 200 professionals
located in 26 offices throughout the world CFI members specialise in cross-border
acquisitions, disposals, capital raising, and related services and is ranked number 13
in Europe and 26 globally by Thomson Reuters for transactions valued up to €200
million (Q1 2019).
www.thecfigroup.com
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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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➢ Strong credit availability, increased competition between
lenders and low interest rates mean it is an ideal time for
those considering medium and long term funding to test the
debt markets.

➢ Currency risks remain as uncertainty may result in large
exchange rate swings. Those with supply chains and who
trade actively abroad may want to consider a hedging
strategy.

➢ In the UK, any interest rate rises are expected to be modest
and gradual.

Executive Summary
In Summary

The macroeconomic environment remains positive with global growth predicted at 3.3% for 2019 and 3.6% in
2020 according to the IMF.

Brexit remains a primary risk in the UK and whilst the deadline has been extended, removing the immediate
concern of a “no deal”, the lack of progress within the UK parliament continues to frustrate and prolong
uncertainty.

Brexit has not impacted the availability of credit, as companies are still able to access finance. The reduction
in lending is primarily due to a fall in demand from the corporate sector, as corporates have focused on
strengthening balance sheets and formulating Brexit plans.

So far in 2019, the UK has outperformed growth expectations, and the Bank of England has revised its
economic growth forecasts upwards to 1.5% and 1.6% in 2019 and 2020 respectively.

In many markets organic growth rates are slowing, this will force ambitious companies to pursue
acquisitions and other strategic initiatives in order to boost growth. Having the right capital structure and
liquidity will play an important part in delivering such initiatives.

Central bankers in the US, Japan and Europe are signalling that interest rates are likely to remain unchanged
until at least the end of 2019.

M&A markets remain active with deal activity increasing across a number of countries and sectors. It is
expected that consolidation will continue to be a dominant theme in a number of sectors throughout 2019.

Disclosed mid-market private valuation multiples remain strong, attracting an average multiple of 10.4x
EBITDA. These multiples are likely to be sustained due to increasing activity from strategic acquirers coupled
with further pressure on financial investors to deploy funds.

Leverage multiples have remained at similar levels to 2018, with a number of mid-market private equity deals
being syndicated at 6x EBITDA and above. This is likely to remain the case as private debt funds look to
deploy investable capital and private equity maintain the use of leverage in order to boost portfolio returns.

Whilst the UK is the most prevalent European market for alternative funders, there remains a general lack of
awareness of the various funding solutions available.
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Economic Overview
• Global growth is projected to reach 3.3% in 2019 and 3.6% in 2020, this follows on

from a softer than expected end to 2018.
• The slight softening of growth in H2 2018 was a result of the continued trade war

between the USA and China and a number of other political headwinds.
• The recent escalation of tariff barriers by both the USA and China signals that a de-

escalation is unlikely in the near term.
• The Euro area is expected to grow at 1.6% and 1.7% in 2019 and 2020, however,

growth in the key economies of France and Germany is expected to slow over the
period.

• UK economic statistics remain encouraging with unemployment at record lows and
better than expected growth over 2018 and so far in 2019.

• Brexit remains a concern for many companies and whilst the recent “flextension"
has bought some breathing space, it has done little to solve the underlying issue.

• Brexit has forced many companies to put growth and investment plans on hold.

UK Lending Outlook
• Even with the uncertain economic outlook, banks and other financial institutions are

still willing to lend, due to pressures from the capital markets and ambitious market
share objectives.

• However, in some cases funders have begun to apply slightly tighter lending criteria.
The recent struggles of the retail and construction sectors have lead to funders
applying caution, this is likely to continue over the short term, given the potential
impact of Brexit on both sectors.

• The use of invoice financing and asset backed lending has increased with a marked
rise of 13% in SME’s with turnover of over £10m in the last year, using facilities. Invoice
financing is a useful funding source for businesses looking to ease pressure on
working capital and cashflow, it also attracts a lower use of risk weighted assets for
banks.

• Wider corporate credit demand continued to slow as firms have sought to reduce
leverage and strengthen their balance sheets ahead of Brexit.

• The outlook for credit is positive at present with an increase in interest rates unlikely in
the short term, given the uncertainty surrounding Brexit and limited inflationary
pressures.
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• 10 year gilt yields have been declining since Q4 2018, from an LTM high of 1.7% in October
2018 to 1.4% in May 2019, signalling reduced funding costs for those with material
borrowings.

• Larger debt facilities have been priced in a broadly similar manner for some time, this is set
to change in the coming years as the publication of LIBOR will end by 31 December 2021.

• The planned successor to LIBOR is the Sterling Overnight Index Average (SONIA) which is
administered by the Bank of England.

• SONIA is based on actual historic transactions and reflects the average of the interest rates
that banks pay to borrow sterling overnight from other financial institutions.

• Uncertainty remains surrounding how a transition will take place in practice and how the
necessary spread adjustment to convert LIBOR to SONIA would be calculated.

Alternative Lending
• Alternative lenders have continued to enter the market, with providers offering a number

of different solutions from peer to peer lending, invoice and asset finance, private debt and
unitranche facilities.

• The alternative funding market is expanding rapidly within Europe, with the UK remaining
the largest market in deal volumes and values. The most active sector for lenders is
business and professional services, which accounted for 28% of all UK deals in 2018.

• Greater competition between lenders has resulted in increasing flexibility of debt
structures, covenants and pricing. This has led to more nimble funders challenging the
banks in the SME market and larger direct lenders challenging the syndicated loan
market.

• Private debt funds continue to be heavily used by private equity sponsored companies,
driven by their need for innovative and bespoke funding solutions. Whilst use of facilities by
the wider corporate community remains relatively low.

• This is particularly the case within the SME market where only 38% currently access external
funding. With the increasing competition in the lending market, many alternative funders
are actively moving into the SME market.

Trends
• Within the UK, the majority of deals for alternative lenders continues to focus on

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

• That said, the number of sponsor-less companies using alternative funders is
rising, but does remain low. This is in part due to a lack of local presence by such
funders and lower awareness of these options by CEO’s and CFO’s.

• Increasing competition is forcing lenders to differentiate through products,
structures and covenants.

• Increasing liquidity has resulted in a number of funders looking to specialise in the
lower mid-market and SME markets, improving the number of funding options
available.

• Even with the uncertainty caused by Brexit, debt servicing costs will remain low
due to high levels of competition and low interest rates forcing lenders to be price
competitive.

• Due to the range of options available and 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 2018 remained high with
volumes increasing by 8% on 2017 in the UK.
Consolidation in a number of sectors and the high
levels of investable funds available to institutional
funders, has ensured that the market continues to
show resilience in the face of political headwinds such
as Brexit. It is likely that foreign corporates are
awaiting the outcome of Brexit with interest and may
look to take advantage of any favourable currency
swings to acquire high quality assets.

Valuation Multiples
Valuation multiples remain strong with average multiples of
10.4x EBITDA for disclosed private equity and mid-market
transactions for H2 2018. Whilst valuations are lower in the
SME market, the increase in multiples paid at the top end of
the market will trickle downwards. Higher multiples are being
driven by several factors, including the low cost of capital,
strong balance sheets and availability of funding for corporates
and high levels of investable capital for private equity and
private debt funds.

Outlook for M&A Activity
• Activity is expected to remain high, particularly as the cost of

capital for both strategic and financial acquirers is expected to
remain low.

• High levels of fundraising coupled with already high levels of 'dry
powder’ means that financial acquirers have ammunition to
deploy, which will sustain multiples.

• Leverage multiples are likely to remain high as traditional and
alternative lenders compete over deal flow.

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

• Whilst there is much to be positive about in the M&A and credit
markets, political headwinds do remain across the global economy
and some express concerns about the sustainability of current
borrower friendly conditions.

Leverage Multiples
Leverage multiples for transactions have remained
high in both the USA and Europe. A number of
transactions in both markets had a leverage multiple
of 6x EBITDA. This is in part due to the availability of
capital and increasing competition between financial
investors for high quality assets. “Cov-Lite” loans still
feature in the institutional market, causing some to
question sustainability.
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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  Nick Gallagher 
Partner, Debt Advisory Analyst 
+44 (0) 7725 446 741 +44 (0) 845 643 5500
jason.evans@gambitcf.com nick.gallagher@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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