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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 advice in the Human
Capital sector 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, divestitures, capital raising,
and related services.
www.thecfigroup.com
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“Following declining activity post-Brexit, M&A
transactions in the Human Capital sector
rebounded in Q4 2016 and have remained stable in
Q1 2017. Political uncertainty has largely left key
economies with historically low unemployment and
strong market confidence now remaining. Record
low interest rates and cash availability amongst
corporates and private equity investors are
providing catalysts to undertake M&A activity and
both are increasingly competing with one another.
M&A activity is buoyant across the market from
disruptive platforms securing investment through
crowdfunding to publicly listed companies
expanding geographic and sector reach. Current
market conditions are benign to support corporate
transactions and in the cyclical nature of the sector
we expect the next peak to be no more than 18
months away. As organic opportunities become
insufficient to satisfy growth aspirations those who
do not take advantage of this opportunistic
window may see market share suffer as a
consequence. Those seeking to realise value in their
business and who are contemplating an exit will
see value determined by factors including the split
of permanent and contracted placements and the
market dynamics of the industries it serves.”

Executive Summary

In Summary

There remains a shortage of sellers in the Human Capital market, driving higher valuations
for sought after assets

Increasing transaction multiples are resulting from more intense competition for assets
between growth focussed strategic buyers and cash rich financial buyers

Share prices of companies in the Human Capital Index tracked by Gambit reached a historic
high in Q1 2017, generating liquidity, market confidence and M&A appetite

Public interest companies’ improving trading multiples are increasing the value they can pay
for acquisitions whilst remaining immediately earnings enhancing for their shareholders

Global Human Capital transaction volumes in Q1 2017 remained stable following the rebound
from the decline witnessed due to political uncertainty

Unemployment in key economies remains historically low. With the availability of cheap
debt and finance we expect to see this lead to a strengthening of M&A activity throughout
2017

Public sector focused sub-sectors may see subdued activity in adoption of new IR35
legislation

Candidate availability is an increasing issue for both permanent and temporary vacancies
with a particular shortage in IT, healthcare, engineering and construction sectors

Geraint Rowe
Partner, Human Capital
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Human Capital M&A Activity Analysis
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Outlook for M&A Activity
▪ The availability of cheap debt and finance will benefit

those looking to bolster organic growth through
targeted acquisitions

▪ Financial purchasers account for a third of transactions
in the sector and growing interest in the Human Capital
sector with sufficient funds to deploy is lifting valuations

▪ Public interest companies are benefiting from improving
market ratings, enabling them to actively pursue
acquisitions to further enhance their own valuations

Overview
After a turbulent 2016 caused by political events in major global economies Human Capital M&A
activity stabilised in the first quarter of 2017. M&A activity has quickly rebounded as economic
fundamentals and employment remain strong. Financial buyers still have large amounts of
capital to deploy and are continuing to do so in the Human Capital sector accounting for a third
of transactions. Financial and strategic buyers are increasingly competing with one another for
quality assets. With debt finance still cheap and publicly listed corporates benefiting from
improving market ratings, transaction multiples are increasing. M&A activity is still largely
confined to domestic markets with few transactions crossing borders. Increases in cross-border
activity has lagged that of the general Human Capital market as key political events were
staggered throughout 2016. The Markit/REC Report on Jobs stated that job vacancies and
demand for staff in the UK is holding close to an 18-month high. Candidate availability is a
growing issue across the UK in both the public and private sector. All sub-sectors are struggling
to fulfil demand for temporary placements with IT, healthcare and engineering facing particular
difficulties in filling permanent roles. Sub-sectors reliant on public sector contractors such as IT
and healthcare are likely to face further headwinds in the short-term with the introduction of
IR35 with strong demand for candidates continuing in the long run.

Gattaca Acquires Resourcing Solutions
In February Gattaca announced its 70% acquisition of Resourcing Solutions
(RS) for a cash consideration of £6.9m, plus £4m of net debt. The remaining
30% is subject to options exercisable from one year post-completion for
5.0x trailing EBITA and a maximum total consideration of £15m. RS serves
the rail, power and built environment sectors and will broaden Gattaca’s
sector reach predominantly focused on engineering and technology. RS is
expected to generate £7.5m NFI (88% contract, 12% permanent placements)
and underlying EBITA of £2m in the 12 months to 31 January 2017. The
acquisition is said to be immediately earnings enhancing for Gattaca. Listed
companies will seek to acquire companies at a discount to their own
trading multiples to instantly increase their market capitalisation. Cost
synergies, thought to be £500k, will go towards reducing the 5.0x EBITA
paid against Gattaca’s own 5.5x and improve overall market rating.

Implications of IR35
On 6 April 2017 reforms to IR35 legislation come in to force. Under the reforms
public sector contractors will see tax and national insurance contributions
deducted at source and will forego the ability to offset certain claims and
expenses. The responsibility for determining whether a contractor falls within
IR35 will also shift from the contractor to the employer. Although the engager,
often a recruitment agency, will not make the decision on IR35 risk still lies
with the recruitment agency to assume responsibility in ensuring that IR35 is
operated correctly. Transactions involving recruiters placing large numbers of
public contractors will likely see an increased focused on compliance with IR35
as part of any due diligence process. It has also been suggested contractors
could lose up to 30% of their take-home pay. Sectors such as IT and healthcare
that are already struggling with demand for temporary staff and agencies
could see candidate pools shrink as contractors avoid the public sector.
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Human Capital Regional M&A Activity

North America
M&A activity in North America continued to
rebound following the decline during the
Presidential Election. Employment figures
remained robust in the quarter with positive
job reports and falling unemployment. Sub-
sectors such as manufacturing and
construction saw strong job growth and
M&A activity with global investment firm
Blackstone’s acquisition of the region’s
leading construction staffing agency
Tradesmen International and industrial
recruiter BelFlex’s bolt-on and strengthening
in the automotive sector through FLERT.

Europe
European activity has stabilised following the
political events and uncertainty in 2016. Both
financial and strategic purchasers are actively
looking for quality assets. Corporates such as
Gattaca, Staffline and Pertemps and private
equity funds including Inflexion, Exponent
and FL Partners all deploying funds in the
sector. While the ultimate result of Brexit is
still unknown, employment fundamentals in
key European countries such as the UK,
Germany, Netherlands and France remain
strong and will provide a catalyst for M&A
activity.

Middle East & Asia
With activity still largely restricted to those
within the region with little inbound cross-
border transactions the region’s activity is
likely to fluctuate. HRO & RPO firms within
the region, again continue to attract activity,
evidenced by the acquisition of India’s
PeopleStrong by private equity firm Multiples
Alternate Asset Management. The
acquisition provides PeopleStrong with
funding to undertake future acquisitions in
the region to become India’s largest firm.

UK Inbound Activity
The UK remains a leading global Human Capital market and a
target for many foreign corporates. French private equity backed
temporary staffing platform PIXID has grown its domestic market
share to 25% and is targeting international expansion through its
recent acquisition of the UK’s owner of the award-winning Amris
platform. Engineering and project management group DPS has
also adopted a similar strategy having established itself in the US
and Mainland Europe and now expanding its geographic footprint
with the acquisition of Alban Technical Recruitment.

UK Outbound Activity
Outbound transaction activity from UK-based companies still
remains fairly subdued as recent sterling devaluation has provided
headwinds. AIM listed Staffline acquired industrial recruitment
firm Oak Recruitment to extend its network across the Republic of
Ireland. Further afield, leading executive search firm in the sports,
media and entertainment industries SRi announced its merger
with US-based The Cheyenne Group to further expand SRi’s global
reach and strengthen its platform to access new markets and
sectors.

Outlook for M&A Activity
▪ Activity in North America will continue to rebound to

similar activity levels to those in Europe through
domestic and cross-border transactions

▪ With the passing of key political events in major
economies, multinational corporates will feel more
comfortable in undertaking cross-border transactions
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Healthcare
The US continues to drive the majority of transactions in the sub-sector. Obamacare is
estimated to have contributed 500,000 jobs within the sector in the US. The proposed
American Health Care Act could jeopardise such growth and future M&A activity. In the
UK, activity is likely to be subdued in the short-term as temporary agencies adjust to new
legislation in the wake of recent pay caps and concern over the future of EU workers.

8%
10%

General Staffing
The general staffing sub-sector often follows that of the wider
Human Capital market but saw a decline in Q1 2017 as wider
activity remained largely stable. The decline was due to a fall in
activity in the Middle East & Asia with general staffing
transactions in the UK and US consistent with Q4 2016 with large
corporates including Staffline and Pertemps active. Low
unemployment and returned market confidence will create ideal
acquisitions for general recruiters to consolidate and gain scale.

29%
17%

Executive Search
Confidence and growth fundamentals remain robust in the sub-sector and will continue to
attract investment as boardrooms continue to hire. The merger between UK-based sports
recruiter SRi and US-headquartered Cheyenne Group focussed on media was a significant
transaction in their respective sectors and executive search sub-sector as a whole.

7%
27%

Online
The sub-sector is dominated by financial and strategic
investment into companies disrupting traditional recruitment
processes and offering services online. There is growing appeal
in the ‘gig’ economy and independent contractors seeking
flexible employment which is attracting investment. UK-based
Juggle Jobs recently received crowdfunded investment to scale
its online platform and NASDAQ listed 51Job acquired a minority
stake in US-based Shiftgig.

20%53%

Human Capital Sub-sector Trends

= % of transactions Q1 2017= % growth Q4 2016 to Q1 2017

29%

HRO & RPO
Activity in the sub-sector remains robust and is largely attributable to countries other than
the UK and US. The shortage of senior to mid-level human resources partners particularly
in the Middle East & Asia is driving consolidation.

15%
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Human Capital Public Comparables

Company Name                                                                                                                 

EV/EBITDA

Q2 2016 Q3 2016 Q4 2016 Q1 2017

Adecco S.A. (SWX) 7.6x 8.7x 10.1x 9.8x

Brunel International NV (ENXTAM) 12.3x 12.6x 12.3x 21.1x

CPL Resources PLC (ISE) 9.1x 8.8x 7.8x 8.7x

Empresaria Group PLC (AIM) 5.0x 7.1x 6.7x 7.7x

Gattaca PLC (AIM) 5.5x 6.4x 5.1x 5.8x

Harvey Nash Group PLC (LSE) 3.6x 5.1x 5.0x 5.8x

Hays PLC (LSE) 8.4x 6.3x 7.3x 7.2x

Impellam Group PLC (AIM) 7.5x 7.8x 7.5x 9.1x

InterQuest Group PLC (AIM) 4.3x 5.5x 5.5x 4.8x

ManpowerGroup Inc (NYSE) 5.9x 6.7x 8.3x 8.6x

Page Group PLC (LSE) 7.9x 9.3x 10.9x 11.4x

Prime People PLC (AIM) 4.2x 4.6x 4.9x 4.8x

Randstad Holding NV (ENXTAM) 7.5x 9.1x 10.5x 11.2x

Robert Half International Inc (NYSE) 7.3x 7.3x 9.6x 9.8x

Robert Walters PLC (LSE) 6.3x 9.3x 9.0x 9.9x

Staffline Group PLC (AIM) 6.6x 6.7x 5.6x 7.2x

SThree PLC (LSE) 6.9x 7.2x 8.6x 9.0x

Gambit Human Capital Index 7.5x 8.2x 9.4x 9.7x

Share Prices
The Human Capital Index tracked by Gambit reached a record high in Q1 2017,
mirroring a strong quarter for the global equities market. The FTSE All Share
rose 4.0% amid further evidence of a recovery in the global economy. The
triggering of Article 50 by Theresa May in March caused little disruption to
markets as any immediate uncertainty has largely passed. Gambit’s Human
Capital Index still largely outperformed its benchmarked indices. Historic low
unemployment in key economies, an upwards revision of UK GDP growth for
2017 by the Bank of England, strong results announcements and a stable M&A
market all combined to drive a 6.1% increase for Human Capital companies
tracked by Gambit.

Valuation Multiples
Public company EV/EBITDA multiples in the Gambit Human Capital Index
continued to recover and have returned to the same level seen twelve
months earlier. Staffline & Gattaca both announced strong results and
acquisitions in the quarter which were well received by investors and
bolstered valuations. Empresaria also announced results that slightly beat
market expectations following the acquisitions of Rishworth Aviation and
ConSol Partners in 2016. Public valuation trends in the human capital sector
remain cyclical and, whilst Brexit depressed values for UK-based
companies, we expect the next peak in the cycle to be no more than 18
months away.

Outlook for M&A Activity
▪ As valuations and market ratings rise public interest

companies will be able to pay higher multiples due to
arbitrage opportunities against their own multiples

▪ The cyclical nature of the Human Capital sector means
we expect the next peak to be no more than 18 months
away which may start to see private company
valuations plateauing.



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 advice in the
Human Capital sector having built up detailed industry 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 • Refinancing

•Financial Restructuring • Research and Deal Creation

Contacts
Geraint Rowe Simon Marsden
Partner, Human Capital Director, Human Capital
+44 (0) 789 992 8029 +44 (0) 779 644 1330
geraint.rowe@gambitcf.com simon.marsden@gambitcf.com

Sam Forman
Executive, Human Capital
samuel.forman@gambitcf.com

Tel: +44 (0) 845 643 5500
Website: www.gambitcf.com

CFI Group
We are the sole UK representative of 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
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