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Introduction
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Despite the significant political and economic headwinds of recent years, the Human

Capital Sector has remained resilient, harnessing an inherent ability to embrace

change and maximise its unique position during periods of heightened global and

domestic uncertainty. Covid-19 now presents corporates with unprecedented

challenges which require careful, considered navigation. To this end, this edition of

Gambit’s Human Capital market review takes a different form, examining key themes

that corporates should consider in these rapidly changing times.

It will be some time before the effect that Covid-19 has on the economy can be fully

gauged. However, the vital government assistance available offers critical resources

in a period of significant distress. In a market downturn, taking measures to

proactively preserve value can yield both near and long-term efficiencies and

whether you are looking to undertake a transaction or not, effective strategic

management, planning and execution has never been more important.

Corporates that have implemented sound, proactive strategies will be well-poised to

lead and prosper upon the market rebound. Future prosperity will be defined by the

preparations made in the current market downturn and as we continue through this

challenging period, those that best adapt, change and implement will reap long-

term benefits. Historically, the Human Capital market has led from the front on the

other side of an economic downturn and in an environment as uncertain as this, we

would advise corporates within the sector not to lose sight of their medium-term

goals.

Geraint Rowe
Partner, Human Capital

Simon Marsden
Director, Human Capital

Q120 Summary

• Corporates are faced with an array of government support measures which

require careful navigation in order to ensure that the benefits can be both

accessed and maxmised.

• Government backed funding schemes offer a chance to both bridge short term

liquidity gaps and allow access to contingency funds, which can be deployed on

unprecedented terms at a low cost of capital due to government subsidies on the

interest and, additionally, potential capital repayment holidays.

• The job retention scheme (now extended to 30 June 2020) is proving to be a

highly utilised relief measure, softening the blow to the jobs market.

• The postponement of IR35 prior to the UK’s lockdown provided those with a low

level of preparedness with much needed time with which they must now act prior

to the new April 2021 deadline.

• As management priorities have shifted significantly, corporates in the sector

should focus on liquidity and balance sheet strength over short-term profitability,

with the management of working capital of paramount importance in the short to

medium term, shoring up capital structures, preserving value and providing an

ability to be opportunistic to acquire targets or invest in high caliber consultants.

• Effective strategic planning is of critical importance and concise and well thought

out COVID-19 plans should highlight the key strategic, financial and commercial

actions being taken by management.

• Despite significant near-term uncertainty, corporates should consider the potential

of the economic rebound, giving due regard to the historic performance of the

Human Capital sector at the turn of the market.

• Despite a promising start to Q120, M&A activity dropped significantly in the

second half of the quarter, leading to a 13.7% reduction in deal volumes.

• Although businesses are reducing their permanent hiring activity in the short term,

a significant degree of pent up demand will buoy the sector upon the eventual

rebound, with those that have prepared effectively set to capitalise.

“Future

prosperity will

be defined by

the preparations

made in the

current market

downturn.”



Coronavirus Job Retention 

Scheme

(“JRS”)

Coronavirus Business Interruption 

Loan Scheme 

(“CBILS”)

Human Capital – Market Review – Q120

Covid-19 has had a significant impact on both domestic and international jobs markets. As firms cancel or postpone

their hiring decisions and permanent placements and temporary billings fall at the quickest rate since the 2008 financial

crisis, the near-term outlook for recruiters is uncertain. It is widely recognised that businesses in cashflow intensive

sectors such as Human Capital need to be able to access government support quickly and efficiently. The UK

government has sought to help the sector’s businesses in distress, offering them recourse via a number of schemes and

significant policy departures to reduce the operational burden. We have outlined three that are of particular interest to

the Human Capital Sector below, together with key considerations to aid understanding and successful implementation.

Taxation and Regulatory 

Relief

Eligibility Criteria

• Group turnover of less than £45m.

• Evidence of Covid-19 disruption.

• Represent a viable business case

in the longer term, with viability

based on 2019 debt capacity.

Key Considerations

• While one in three recruiters were

initially uncertain of how to access

CBILS, lobbying from APSCo and

REC, has made the scheme more

accessible, with some initial

security requirements relaxed.

• The Coronavirus Large Business

Interruption Loan Scheme has now

been launched, offering 80%

government-backed facilities of

up to £25m for those with group

turnover between £45m and

£250m and up to £50m for those

with group turnover of over £250m.

• We advise a ‘right-first-time’

approach to applications, with

those that have implemented

effective mitigation strategies and

robust forecasts best set to access

the vital funds.

Relevant Relief Measures

• Self-assessment income tax

payment deferred to January 2021.

• HMRC ‘Time to Pay’ service

broadened.

• IR35 postponement to April 2021.

Key Considerations

• The flexibility of HMRC through the

various taxation relief schemes

presents an opportune moment for

corporates to access additional

liquidity with relatively low outlay.

• Corporates have been given a

valuable respite by HMRC through

these relief schemes, allowing

additional resource to be allocated

to enhancing mitigation strategies.

• The postponement of the widely

debated IR35 changes will ease

the concerns of those within the

sector that have an overreliance

on contractors.

• Given the varying degree of IR35

preparedness, corporates should

use this additional time to prepare

for implementation.

Overdrafts Term Loans

Invoice Finance Asset Finance

Facilities Available Under CBILS

Of businesses expect to

furlough between 75%

to 100% of their

workforce

British Chamber of
Commerce (15/04/20)

23%

Extent of Support

• Up to 80% of salary costs covered.

• Payments capped at £2,500 pcm.

• Employers can choose to ‘top-up’

the 80% subsidy, but this is not

mandatory.

Key Considerations

• HMRC has promised to release

wages for furloughed workers by

the end of April, in time to pay

workers before the end of the

month.

• Furloughed workers must

complete an uninterrupted spell

of three weeks prior to being

recalled to work.

• Analysis suggests that up to a third

of the global workforce is

vulnerable to reduced income,

furloughs, or layoffs as a result of

the crisis.

• The extent to which corporates

have relied on JRS may result in

candidates placing greater

emphasis on job security in future

growth markets.

£40bn Estimated cost of JRS to

the UK taxpayer

BBC News (08/04/20)

31%

Of contractors plan to

quit contracting upon

the inception of IR35

ContractorCalculator
(08/04/20)

Three-month VAT

payment deferrals with

repayment by March

2021

Government Assistance Measures
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What is Best Practice?

• Prioritise cash management: fast and efficient conversion

of debtors into cash (e.g. through factoring).

• Engage with suppliers: negotiate longer payment terms or

payment holidays until trading activity rebounds.

• Review your funding: consider CBILS funding to provide a

capital buffer or contingency funds for acquisition /

investment to capitalise on the eventual market rebound.

• Re-focus reporting KPIs: put greater emphasis on liquidity

measures with rolling short-term forecasts.

• Identify shortfalls: in the absence of a cash buffer,

effective working capital bridges should be put in place.

• Manage the upturn: effective assumptions around working

capital requirements for a market rebound will help

corporates to trade as normal upon a rise in activity levels.

Working Capital Management

How to Improve your Strategic Plans?

• Increase reporting frequency: in these rapidly changing

times, up-to-date, forward-looking information is key.

• Leverage the past: identify elements of the current crisis

that have been faced before and act accordingly.

• Focus networks: establish a deep understanding of client

requirements, be proactive and adjust to accommodate.

• Create a purpose: strong corporate identities yield greater

efficiencies, providing direction in uncertain times.

• Take actionable advice: tapping into a network of experts

can provide objective advice around navigating the

lending landscape and accessing aid schemes.

Effective Strategic Planning

Are you Prepared for IR35?

• Use time wisely: those that have not yet implemented

mitigation strategies now have valuable time to do so.

• Streamline processes: work through the changes and

minimise the eventual impact on trading.

• Reduce the risk: of tax avoidance and non-compliance

with employment law to fully prosper from the rebound.

• Demonstrate preparedness: effective implementation will

remain a key prerequisite for funders and investors.

• Delayed effect: businesses that have already taken

significant steps to prepare for IR35 will attract appetite

and enhanced valuations.

Legal & Regulatory Alignment

Even in times of economic hardship, corporates should continue to prioritise value preservation. While management

teams’ focus, attention and instinct often turns to survival, difficult economic periods often act as a conduit to improve

business prospects for the long-term. Corporates with ambition and a well thought through strategic plan have an ability

to use periods of mass disruption to learn and grow. Investors with a long-term orientation invest through cycles and are

actively looking to partner with management teams to build resilient businesses that can withstand the most severe

economic shocks. Below we have outlined three key areas that corporates in the sector should consider as a best

practice approach to preserving business value.

Shore-up 

capital 

structure

Make 

opportune 

acquisitions

Access 

contingency 

funds

24%

Leading companies have 

consolidated their products and 

services into 24% fewer lines of 

business

Source: Gartner, April 2020

“Hays can cut costs by up to £20m a month by 

stopping hiring, trimming pay bills and reducing ad 

spending”

Source: Financial Times, April 2020

“Our advice is that those recruiters affected by the

regulations should use the extension wisely, continue

diligently with their assessment and implementation

plans and not risk arriving at another “cliff edge” in 12

months’ time.“

Geraint Rowe, Partner at Gambit on IR35 Delay

52%

Of firms have lost or will lose at least 

half of their contractors due to IR35

Source: Contractor Calculator, March 

2020

C-suite executives named 'open-minded 

management culture' (33%) and 'embracing change' 

(32%) as important elements needed in the current 

environment

Source: Yahoo Finance, April 2020

Value Preservation



0.0x

5.0x

10.0x

15.0x

20.0x

25.0x

2
0
0

0

2
0
0

0

2
0
0

1

2
0
0

1

2
0
0

2

2
0
0

2

2
0
0

3

2
0
0

3

2
0
0

4

2
0
0

4

2
0
0

5

2
0
0

5

2
0
0

6

2
0
0

6

2
0
0

7

2
0
0

7

2
0
0

8

2
0
0

8

2
0
0

9

2
0
0

9

2
0
1

0

2
0
1

0

2
0
1

1

2
0
1

1

2
0
1

2

2
0
1

2

2
0
1

3

2
0
1

3

2
0
1

4

2
0
1

4

2
0
1

5

2
0
1

5

2
0
1

6

2
0
1

6

2
0
1

7

2
0
1

7

2
0
1

8

2
0
1

8

2
0
1

9

2
0
1

9

2
0
2

0

Human Capital – Market Review – Q120

Considerations for the Future

• While estimations differ, the current downturn is

generally expected to be short and sharp.

• Although companies are reducing their permanent

hiring activity in the short term, a significant degree of

pent up demand is likely to buoy the sector upon a

rebound, producing momentum for growth replicating

the historic rates observed above.

• With £100bn committed to infrastructure projects over

the next five years, an extra £33.9n on the NHS by

2023/24 and the UK’s 2050 Carbon Neutral

Commitment, demand for labour is likely to be at

unprecedented levels.

• While many firms have slowed down hiring, they have

not stopped altogether, with a notable level of live

roles for life sciences, IT, healthcare and logistics, HR

and digital marketing professionals likely to sustain the

market in the short-term.

• Given the amount and variety of capital available

prior to the current crisis, acquirers with cash reserves

are now likely to deploy this at the next signal of a

market upturn.

• Corporates that have managed working capital

effectively will be able to move with agility, whether

through organic growth, being active in the M&A

market or opportunistic investment in “big-hitting”

recruitment consultants who become available.

The performance of the Human Capital sector is intrinsically linked to global economic health and, therefore, will feel the

sharpest effect of any downturn. However, the sector also has a proven track record as one of the first to emerge from

the downturn and thrive upon an economic rebound. While a significant degree of uncertainty reduces the sector’s

short-term prospects, it is important that corporates plan for more prosperous times. Below we have set out why, despite

current sentiment, the Human Capital sector should consider and plan for the eventual rebound, using this current period

of uncertainty to plan effectively for the future. While no two crises are ever the same, well-prepared corporates will be

strongly positioned to lead the sector and economy into a new period of prosperity, using these difficult times to insulate

their business model for the long-term.

2008 Financial Crisis UK Votes to Leave the EU Covid-19 Pandemic2002 Stock Market Downturn

Human Capital EV/EBITDA Multiples vs. Recent Economic Shocks 

Historical Observations

• The graph above shows EV/EBITDA valuation multiples

for the S&P Human Resources and Services Index since

2000.

• Sector cyclicality provides a barometer for demand

that is otherwise intrinsically connected to variable

elements such as the economic cycle, confidence

levels and employee turnover.

• Over the past 20 years, the Human Capital sector has

proven its ability to ‘bounce back’ upon a market

upturn.

• Following the 2008 financial crisis, Human Capital

EV/EBITDA multiples were quickly enhanced as a result

of pent up demand for candidates following a period

of cost cuts.

• Over the last five years, despite shocks caused by

significant domestic uncertainty surrounding the UK’s

withdrawal from the EU and fractious US-China

relations, EV/EBITDA multiples continued to grow,

reflecting the durability of the market and the

availability of quality assets.

“Between 2008-2010, UK recruitment industry turnover 

dropped 15% before rebounding to grow by 25% in 

2011”

Source: Recruitment & Employment Confederation

Covid-19: The Rebound



Company Name                                                                                                                 

EV/EBITDA

Q2 2019 Q3 2019 Q4 2019 Q1 2020

Adecco S.A. (SWX) 9.2x 8.8x 9.2x 6.3x

Brunel International NV (ENXTAM) 14.7x 11.2x 9.2x 10.3x

CPL Resources PLC (LSE) 6.8x 5.9x 6.2x 4.4x

Empresaria Group PLC (AIM) 4.2x 4.1x 4.4x 4.3x

Gattaca PLC (AIM) 4.6x 4.5x 4.4x 2.0x

Hays PLC (LSE) 8.5x 7.9x 9.6x 8.0x

Impellam Group PLC (AIM) 9.7x 10.2x 9.6x 8.1x

ManpowerGroup Inc (NYSE) 7.7x 6.9x 7.2x 4.8x

Page Group PLC (LSE) 10.1x 9.0x 10.7x 7.4x

Prime People PLC (AIM) 3.4x 3.3x 4.5x 1.7x

Randstad Holding NV (ENXTAM) 10.0x 9.4x 10.7x 7.5x

Robert Half International Inc 

(NYSE)
10.3x 9.9x 9.7x 6.6x

Robert Walters PLC (LSE) 7.3x 7.5x 7.6x 3.6x

Staffline Group PLC (AIM) 2.3x 6.4x 5.9x 4.1x

SThree PLC (LSE) 6.6x 6.6x 8.1x 4.5x

Gambit Human Capital Index 9.1x 8.6x 9.2x 6.5x

Overview

• In Q120, despite a promising start, deal

volumes for the quarter were down 13.7%,

mirroring the market performance

observed upon the UK’s vote to leave the

European Union.

• Despite the drop off in activity volume,

deal values held a steady course, helped

by an energised M&A market with New

Year optimism and a seemingly more

certain UK political outlook at the start of

the quarter.

• Deal values were initially sustained by the

unprecedented levels of dry power held

by both strategic and financial acquirers

and this was heavily deployed in the first

half of the quarter.

• The IT and Online subsectors, continued to

show promise, indicative of the current

appeal of remote workers. APSCo’s

intelligence provider Vacancysoft

showed that 35% of all live roles during the

month of March were for IT professionals,

enhancing the prospects of the

subsector.

• Public company EV/EBITDA multiples in

the Gambit Human Capital Index fell by

29.3% in Q120, evidencing the effects of a

global sell off in the equity markets and

generally negative investor sentiment

towards the global economy.

• EV/EBITDA valuations showed significant

vulnerability, with Gattaca reporting a

recent fall in NFI of 12% and PageGroup’s

reliance on income from permanent hires

reducing their respective multiples

significantly.

• Prime People also endured a very difficult

Q120, however, its present focus is on

cash management and matching

expenditure to likely levels of business,

and implementing certain measures to

ensure that it is in a position to accelerate

activity when markets improve, which is

an advisable strategy.

• Corporates that employ a best practice

approach to navigating the current

environment will be well-set to target

high-quality assets or attract premium

valuations upon the market rebound.
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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. CFI advised on in excess of 35
staffing sector deals in 2019 and was ranked
number 16 in Europe and 21 globally by Thomson
Reuters for transactions valued up to €200 million.
www.thecfigroup.com

Gambit Corporate Finance

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

Gambit Corporate Finance


