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Introduction:

• Gambit’s Software and IT services (SITS) market review for Q121 sets out how

businesses have commenced 2021, considers the growth drivers resulting from the

pandemic and the consequences for trading performance, M&A activity and

capital investment within the sector.

• Market participants entered 2021 with optimism, following a resurgence of sector

M&A and capital investment activity in H220. This trend has continued into Q121,

with UK M&A volumes exceeding pre-pandemic levels to reach their highest

recorded volume since Q119.

• Further encouragement has been taken from a rallying of share prices and public

valuations in recent months. Gambit’s SITS valuation index shows an appreciation

in average EV/EBITDA multiples of 3.2 from Q220 to 19.7x. This has been driven by

demonstrable resilience to Covid-19, with many businesses outperforming pre-

pandemic results and utilising investor confidence to revisit growth strategies and

M&A.

• Confidence and activity is high in all SITS markets, from fintech start-ups to

investment by well-established private equity players in maturing markets such as

managed services.
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Report summary:

• Mirroring the requirements of end-users to reset and adjust to the pandemic

environment, SITS companies have altered inorganic growth plans by devising

M&A strategies focused on accelerated capability enhancement, ease of

scalability and exposure to fast-growing industry verticals.

• Encouraged by the sector’s resilience to the pandemic, strategic acquirers

have undertaken aggressive buy-and-build strategies and are considering how

best to align portfolios to meet the demands of the post-covid landscape. M&A

volumes have continued to gather momentum and increased by a further 4%

from Q420.

• Our SITS valuation index reflects ever increasing investor confidence and

evidences the heightened valuations of market participants within all subsectors.

The VAR & Consultancy sector in particular has demonstrated significant

evolution, with EV/EBITDA multiples rising by 50% during the last 12 months.

• Succession strategies are beginning to crystalise, with shareholders benefiting

from an array of options. In addition to buoyant trade and financial exit routes,

the funding market is well positioned to facilitate management buy-out

transactions to benefit both owners and well-prepared management teams.
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Conclusion:

• This latest wave of consolidation reflects the recognition that quality assets within all subsectors of the

software & IT services industry are highly sought after, requiring investors to execute timely M&A strategies

in order to maintain competitive advantage.

• We expect software & IT services companies to continue to prosper and demonstrate healthy trading

performance in 2021, driven by the acceleration of digitisation across all industries. The disproportionate

attention from investors looking to deploy record levels of capital will spur an active M&A environment and

provide an opportunity for those looking to exit at historically strong valuations.

• The next quarter presents a significant window of opportunity for business owners to utilise the current

Capital Gains Tax regime, which was expected to be negatively modified during the Chancellor’s Spring

Budget. It is likely that the Chancellor will revisit the reforms in the Autumn, when additional tax rises may

feature.
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• UK SITS M&A activity in Q121 witnessed its highest level since Q119. As SITS stocks outpaced other sectors of

the economy during the rebound, both M&A activity and investor confidence have been amplified.

• This latest wave of consolidation reflects the recognition that quality assets within pandemic-resilient sectors

such as software & IT are highly sought after, requiring investors to execute timely M&A strategies in order to

maintain competitive advantage.

• The M&A market has become further polarised as Covid-19 resilient sectors attract greater valuation

multiples and access to capital. Valuations of listed and public-interest SITS companies have rebounded

from Q220 to near pre-pandemic levels, underpinned by recurring revenues, strong margins and asset light

business models.

• Geographic borders between service providers are diminishing as cross-sector M&A activity gathers

momentum, driven by a preference amongst end-users for all-encompassing tech-enabled solutions.

Acquirers have sought to diversify their existing portfolios and expand the scope of their acquisition criteria,

rather than purely scaling existing capabilities.

• The now agreed the UK/EU trade deal provides further clarity and confidence to international acquirers,

who are anticipated to revisit cross-border M&A strategies in 2021. Cross-border M&A in the UK reached a

record high during 2020, representing 48% of all technology transactions in the year.

• Deal volumes are anticipated to remain buoyant as strategic acquirers devise and execute successive

buy-and-build approaches, whilst private equity and venture capital funds deploy record levels of

investment in parallel.

• Companies with well-capitalised balance sheets will continue to seize ad-hoc diversification opportunities

by acquiring into subsectors with demonstrable covid resilience, thereby enhancing their medium to long

term prospects through proactive, pre-emptive financial and strategic preparation.

• Whilst the anticipated changes to Capital Gains Tax did not come into effect in the Spring Budget, it is likely

that the Chancellor will revisit the reforms in the Autumn (November 2021) when likely significant CGT rises

may be more politically palatable. This provides business owners looking for an exit with a window of

opportunity to undertake a sale process and ensure optimal value realisation.

Source: Refinitiv, Gambit analysis
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Sectors in Focus

Application Software
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Application Software – Valuation Index

• As demonstrated by Gambit’s SITS valuation

index, EV/EBITDA multiples of listed application

software providers remain the highest of all

subsectors in the SITS landscape, supported by

an abundance of IP and the relative immaturity

of the sector.

• Trading performance of software providers within

fin-tech, reg-tech and edu-tech sectors has

been amplified by the transition towards remote

working and e-learning resulting from the

pandemic. Document verification provider GB

Group Plc for example has seen its share price

increase by c.35% over the last 12 months,

encouraged by the acquisition of investigation

software provider HooYu in December to

complement its anti-fraud portfolio.

• Application software transactions accounted for

44% of UK SITS M&A activity in Q121. As the sector

continues to thrive, strategic acquirers will seek to

bolt-on disruptive technologies, in parallel with an

increasing flow of development and growth

capital - particularly from venture funds.

• Software as a Service business models have

become a private equity and venture capital

favourite of recent, underpinned by ease of

scalability and visibility of recurring revenues.

• Disruptive start-ups have leveraged the

propensity of end-users to adopt earlier stage

technologies in the pursuit of speed and agility,

fast-tracking their development and presence in

the market. This has led to strategic acquirers

widening their scope to include smaller scale
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transactions in order to retain market share.

Learning Technologies Group Plc (LTG) acquired

loss-making Reflektive in January, recognising its

integration and scalability potential which helped

boost LTG’s profile of recurring revenue to above

80%. LTG expects the acquisition to become

earnings accretive in H221.

44%
Percentage of 

transaction 

volumes Q121

Selected transactions

Date Target Acquirer/
Investor

Consideration &
EV/EBITDA

20 Jan Reflektive Learning 
Technologies 
Group Plc

£10.4m -

4 Feb Docuble DocsCorp - -

8 Feb Optibrium Kester 
Capital

- -

25 Feb School
Cloud 

TES Global - -

18 Mar Pollinate Twitter, 
Trivago

£36m -

25 Mar What 3 
Words

ITV Plc £2m -

30 Mar Wi5 West Hill 
Capital

£8m -

Source: Refinitiv, Gambit analysis
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Sectors in Focus

System Software
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System Software – Valuation Index

• As industry verticals undergo digital

transformations, acquirers have focused on

emerging and specialist software platforms set to

be at the forefront of industry practice in the

post-pandemic environment.

• Valuations of listed system software providers

have continued their upward trend sine 2020,

with EV/EBITDA trading multiples now succeeding

pre-pandemic levels according to Gambit’s SITS

valuation index. Notably, the share price of

leading enterprise software provider Cerillion Plc

has more than doubled in the last 12 months,

increasing by 10% in Q121 alone.

• Financial acquirers have invested significant

capital in software providers that are well placed

to operate in and adjust to the

pandemic environment - focusing on high

quality, disruptive business models that enable

users to streamline processes, overcome

operational challenges and improve

communication. SilverTree Equity sited “the drive

for continuous innovation, cost efficiency, and

increased remote working driven by the Covid-19

pandemic” as a contributing factor in its

acquisition of Orbus Software in January.

• Strategic acquirers are extending the parameters

of their acquisition search in order to obtain new

software capabilities and access new verticals,

rather than scaling existing competencies. This is

being driven by a preference amongst users for
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Selected transactions

Date Target Acquirer/
Investor

Consideration &
EV/EBITDA

12 Jan Orbus 
Software

SilverTree 
Equity

- -

4 Feb Big Change Great Hill 
Partners

- -

5 Feb Drake 
Software

Cinven - -

17 Feb System C CVC Capital - -

28 Feb Bluevenn 
Group

Upland 
Software

- -

23 Mar HAS 
Technol-
ogy

Access 
Group

- -

a complete suite of software solutions that can

integrate seamlessly with existing hardware.

16%
Percentage of 

transaction 

volumes Q121

Source: Refinitiv, Gambit analysis
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Sectors in Focus

Managed IT & Cloud

• Performance, confidence and consolidation

activity among managed IT providers remains

substantial in spite of the pandemic, accounting

for around one quarter of UK SITS M&A activity.

• Resilient business models underpinned by multi-

year contracts, visibility of income and an

increased willingness among organisations to

decentralise non-core functions has enabled

managed services providers to thrive, as

valuations for publicly listed managed service

providers also remain on an increasing trajectory

since Q120.

• With working from home becoming the normality

in 2020, the importance of robust IT infrastructure

was emphasised and the downfalls of legacy

equipment were highlighted by an increased

exposure to cyber security threats. Acquirers are

determined to improve both prevention and

management of security threats and have

sought to acquire vendors with specialist cyber

security credentials to achieve this.

• The working from home environment has also

accelerated the migration of cloud solutions,

particularly among SMEs. Acquirers are seeking

to capitalise on this transformation by acquiring

smaller scale, managed services specialists that

can better meet the needs of these

organisations and offer a more tailored level of

customer support.

• Accelerated buy-and-build strategies have been

demonstrated by well capitalised acquirers
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Managed IT & Cloud – Valuation Index

such as Air IT (backed by August Equity) which

completed its third ‘double-acquisition’ in the past

6 months with the addition of Concise Technologies

and Infotech in March.

Selected transactions

Date Target Acquirer/
Investor

Consideration &
EV/EBITDA

11 Jan Business 
Systems

August 
Equity

- -

4 Feb Activ 
Technology

Babble IT

1 Mar KITS Panoply £26m 9.6x

2 Mar Amito Harwood 
Capital

- -

4 Mar Concise 
Technolo-
gies

Air IT - -

4 Mar Infotech Air IT - -

9 Mar Codestone FPE Capital - -

26 Mar 81G Babble IT - -
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24%
Percentage of 

transaction 

volumes Q121

Source: Refinitiv, Gambit analysis
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Sectors in Focus

VAR & Consultancy
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VAR & Consultancy – Valuation Index

• Trading performance of VAR’s and IT

consultancies have been fueled by organisations

seeking expert advice and support on how to

adapt best to challenges presented by the

pandemic.

• Gambit’s VAR & consultancy valuation index

highlights the substantial appreciation in trading

multiples of listed providers since December

2018. EV/EBITDA multiples have increased by

more than 50% during this period and have

surpassed pre-pandemic levels despite suffering

a retraction in Q120.

• Strategic acquirers are strengthening their suite

of products and channel partnerships via serial

acquisitions, aiming to capitalise on the

willingness and need of organisations to

undertake significant digital transformations

across all enterprise functions. Notably,

Accenture Plc completed a double acquisition

during the quarter, adding SAP platinum partner

Edenhouse Solutions and digital transformation

consultancy specialist Infinity Works to its portfolio.

• Private equity continues to deploy significant

levels of capital to the sector, such as LDC’s

follow-on funding to Onecom after its £100m

funding package in 2019. This latest funding

supported the acquisition of Olive

Communications in February and 9 Group in

March, following the purchase of Nice Network in

November 2020 and Glamorgan Telecom in

August 2020 (in which Gambit acted as lead

adviser to Glamorgan Telecom).

Selected transactions

Date Target Acquirer/
Investor

Consideration &
EV/EBITDA

26 Jan Redspire Incremental 
Group

- -

11 Feb Olive 
Communica
tions

Onecom - -

15 Feb Edenshouse 
Solutions

Accenture 
Plc

- -

16 Feb Infinity 
Works 
Consulting

Accenture 
Plc

- -

2 Mar InCloud Saphire 
Solutions

- -

2 Mar Cloudshift 
Group

Globant - -

4 Mar 9Group Onecom - -
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Source: Refinitiv, Gambit analysis
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Concluding remarks

• Dealmaking has transformed during the pandemic, but M&A participants have remained

persistent and flexible, adapting to remote due diligence and negotiations and completing

transactions despite this unique situation.

• Dealmakers have quickly identified resilient and well performing industries, such as software & IT

services, recognising the need to acquire or dispose of assets in order to optimise business

models for the post-pandemic landscape.

• This latest wave of consolidation reflects the recognition that quality assets within all subsectors of

the software & IT industry are highly sought after, requiring investors to execute timely M&A

strategies in order to maintain competitive advantage.

• We expect software & IT companies to continue to prosper and demonstrate healthy trading

performance in 2021, driven by the acceleration of digitisation across all industries.

• The disproportionate attention from investors looking to deploy record levels of capital will spur

an active M&A environment and provide an opportunity for those looking to exit at historically

strong valuations.

• The next quarter presents a significant window of opportunity for business owners to utilise the

current Capital Gains Tax regime, which was expected to be negatively modified during the

Chancellor’s Spring Budget. It is likely that the Chancellor will revisit the reforms in the Autumn,

when additional tax rises may feature.

• If you would like to arrange a call to discuss the opportunities facing your business or to

understand the most appropriate solutions to support your shareholders’ needs and ambitions,

please contact a member of the team.

Sam Forman

Associate Director

T: +44 (0) 845 643 5500

M: +44 (0) 759 040 8682

E: samuel.forman@gambitcf.com

Nick Gallagher

Executive

T: +44 (0) 845 643 5500

E: nick.gallagher@gambitcf.com
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Gambit Corporate Finance LLP

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 is ranked number 24 in

Europe and 32 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 Software & IT Services sector having built up

detailed industry knowledge and an enviable track

record in deal origination and execution.

www.gambitcf.com
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