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2022 Outlook Summary

• In this 2022 outlook summary, we examine the prominent trends facing

the SITS sector over the next year, analysing their recent impact on the

industry and how they will likely remain strong drivers for M&A activity.

• Despite ongoing global economic challenges, optimism surrounds the UK

SITS sector for 2022. We foresee the industry continuing on its high growth

trajectory as digitisation of the economy further accelerates and SITS

companies continue to offer innovative solutions to address global

challenges.

• The emergence of Covid-19 facilitated global, profound shifts in the SITS

landscape. Corporate IT budgets are anticipated to rise by a further 21%

in 2022 (Spiceworks Ziff Davis), driven by the migration away from

incumbent legacy technology stacks and the increased importance of

prudent cyber security, with businesses seeking more agile and robust IT

infrastructure to support future growth aspirations.

• The surge in M&A activity witnessed during the UK’s economic rebound

from the pandemic is anticipated to continue into 2022, with companies

actively exploring M&A, fundraising, disposals and other corporate

transactions. Market sentiment is buoyed by significant access to low-cost

capital, coupled with burgeoning private equity, venture capital and

corporate balance sheets.

• Inflationary pressures will be exacerbated. With the Bank of England

raising interest rates for the first time in more than three years in

December 2021, from 0.1% to 0.25%, many are viewing this as the first in a

series of medium term interest rate hikes to combat inflation. The BoE

anticipates inflation to peak at c.5% CPI in April 2022, presenting a

window of opportunity for SITS companies to execute debt funded

transactions before the cost of capital increases.

2021: M&A Recap
2021 SITS M&A activity was buoyed by the UK economy’s sharp recovery from the coronavirus pandemic,

reduced Brexit uncertainty and renewed appetite from investors seeking to deploy record levels of dry powder

accumulated by a postponement of transactions in 2020.

2021 was a record breaking year for deals in the SITS sector, delivering unprecedented M&A activity and

witnessing an appreciation in valuations across multiple subsectors.

Investors quickly identified the SITS sector as a key area of focus to strengthen their portfolios, underpinned by

strong trading performance, recurring revenues, asset light business models and rising share prices of listed SITS

companies despite the pandemic. In parallel, well prepared acquirers realised the benefits of undertaking buy-

and-build strategies to expedite growth, enhance market share and remain competitive by augmenting their

suite of technologies.

2022 Key Trends

The UK SITS sector  recorded 

686 M&A transactions in 2021

- a 43% increase from 2020 

Digital Transformation 

and Adoption of 
Emerging Technologies

Nearshoring and Offshoring 

Capital Availability 

Environmental & Social 

Governance

Gambit’s SITS valuation index 

experienced an appreciation 

in average EV/EBITA multiples 

of 12% to 22.1x during 2021



Key Factors Affecting M&A in 2022

Digital Transformation and Adoption 
of Emerging Technologies

Impact on M&A in 2022:
• Companies carving out specific sectoral niches and

addressing market challenges via new technologies will
attract heightened valuations in 2022. Acquirers will seek
smaller, agile firms that possess specialist transformation
skills to bolster their digital consultancy offerings.

• In the search for talent amongst a growing skills gap,
buyers will look to explore targets outside of their
traditional acquisition criteria with the aim of securing
additional expertise from companies with high levels of
proprietary knowledge.

• Heightened competition between trade and private
equity seeking to secure next-gen tech assets will
support elevated valuations and deal volumes.
Acquirers will should be well prepared to identify and
execute transactions within shorter timescales in order to
maintain competitiveness.

Overview:
• The pandemic has accelerated the need for

organisations to undertake digital transformation
strategies, particularly by means of adopting emerging,
scalable technologies. End users will increasingly employ
IT consultancies to ensure optimal integration of future
technologies as they come to market.

• Organisations cannot be left behind in the rapidly
evolving digital age. Emerging technology providers
have an opportunity to increase market share and
augment growth plans by leveraging the increased
desire from end users to implement these new
technologies.

• Rapidly evolving technologies such as artificial
intelligence, augmented reality, blockchain and the
emergence of the metaverse have been widely
familiarised and adopted by end users, underpinning
private equity confidence to invest in these subsectors –
with evidence that these technologies are not a
short-term trend.

Nearshoring and Offshoring 

75% of businesses adopted 
productivity enhancing new 
technology since the 
pandemic
Source: LSE

53% of firms are expected 
to increase tech spending 
in 2022

Source: Spiceworks Ziff Davis

Impact on M&A in 2022:
• Cross-border M&A will be prevalent in regions such as

Eastern Europe, with considerable competition for
companies in low-cost labour markets demonstrating
proprietary expertise and strong local reputations

• Scarcity of resource will naturally drive higher
transaction values and acquirers should be prepared
to offer healthy multiples for attractive international
SITS assets in order to obtain specialist talent.

• Acquirers will seek to validate cultural compatibility
and the projected synergies associated with entering
new geographies as part of their investment appraisal
and due diligence processes. SITS companies
demonstrating inclusivity and diversity will be highly
sought after by international acquirers.

• SITS companies benefiting from streamlined business
operations and high levels of automation to alleviate
skills gap challenges will also garner interest from
acquirers seeking to reduce their dependence on
physical labour.

Overview:
• Nearshoring and offshoring gained considerable

popularity in 2021 and are set to gather further
momentum in 2022, as SITS companies seek to mitigate
the challenges associated with the ongoing shortage of
skilled labour in the sector.

• Obtaining high-calibre talent in international regions
with lower labour costs will help alleviate the tightening
of margins beginning to be witnessed in the industry,
driven by heightened competition amongst SITS
providers and new market entrants in recent years.

• SITS companies are also predicted to favour near/off-
shoring in the pursuit of expansion, increasing their
customer footprint within higher margin economies and
leveraging local expertise to better meet the needs of
their customers.

• By strategically offshoring to regions in different time
zones, SITS companies can achieve 24/7 coverage
without incurring overtime expenses – presenting greater
revenue generating opportunities and protecting
margins.

94% of tech employers 
believe there is an IT skill 
shortage in the UK

Source: Uptech

Cross-boarder M&A 
accounted for 36% of global 
M&A in 2021

Source: Refinitiv
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Key Factors Affecting M&A in 2022

Capital Availability

Impact on M&A in 2022:
• We expect to see an influx of debt funded SITS M&A

activity in 2022, with acquirers sourcing external
finance solutions to fund growth strategies within the
current low interest rate environment.

• Inflationary pressures will create an increased sense of
urgency to execute transactions before further any
interest rate rises are implemented in the medium
term.

• Increased competition between private equity funds
for attractive SITS assets will continue to drive record
deal volumes, whilst companies with higher levels of
recurring revenues and strong margins will benefit
from premium valuations.

• In addition to technological capabilities and portfolio
compatibility, private equity funds will further evaluate
the experience, reputation and culture of executive
management teams when deciding which
investments to pursue.

Overview:
• Capital providers are aligning their portfolios with

economically resilient verticals. The SITS sector has not
only demonstrated resilience to the pandemic, but
notable subsectors such as enterprise software have
witnessed accelerated growth in market share and
profitability driven by widespread digital adoption.

• SITS companies evidence the favourable
characteristics sought after by both private equity
funds and lenders – primarily, the generation of
recurring revenues, robust margins and impressive
growth forecasts underpinned by strong industry
tailwinds.

• Record levels of dry powder amongst private equity
and venture capital funds, coupled with a low interest
rate environment will provide substantial opportunity
for SITS companies to accelerate their growth plans by
strategically leveraging low cost capital and
implementing aggressive buy-and-build strategies to
support existing portfolio companies.

£26bn was deployed within 
the UK tech sector in 2021
– a 130% increase from 
2020

Source: CityAM

42% of corporate 
executives expect ESG to 
be more important in 2022

Source: Forbes 

£475bn was deployed to ESG 
funds in 2021

Source: Reuters

Environmental & Social Governance

Impact on M&A in 2022:
• There is a rational connection between ESG and a

company’s overall maturity. A company that has
sustainability measures and solid governance policies is
likely to have optimised its operations to reduce costs. It
will also likely have stronger customer relations to bolster
its reputation. Therefore, identifying a target’s ESG
credibility becomes a valuable tool and risk
management strategy for acquirers whilst preserving
value for shareholders.

• ESG will continue to be an increasing concern in
transaction due diligence. Notably, risks relating to
corrupt business practices, privacy and data security,
and employee diversity policies are already being
evaluated in the context of M&A due diligence.

• Investors are increasing their focus on sustainability,
launching specialist ‘green’ funds and investing in ESG-
credible SITS companies to leverage their sustainability
capabilities and embed this within their portfolios.

Overview:
• ESG matters are anticipated to move towards the

forefront of corporate agendas in 2022, presenting a key
consideration amongst stakeholders with regards to
both business operations and corporate finance
activities.

• The rise of ESG is being driven by social and investor
pressures, tightening legislation and regulation placing
an emphasis on employee satisfaction and compliance.
Although still in the earlier stages of adoption, ESG will
present value enhancement opportunities for SITS
companies evidencing sustainable practices.

• SITS companies are realising the scalability and
profitability benefits of devising ESG strategies.
Employees working within a healthy ESG environment
are typically more focused on teamwork and
productivity, whilst there are also cost benefits to be
realised from having a stable workforce and greater
employee retention - particularly within in a sector with
a growing skills gap such as SITS.

Interest rates, remain low by 
historical standards, rising 
marginally from 0.1% to 
0.25% in Dec 2021

Source: BoE
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Gambit Corporate Finance

Key points in focus:
• The current M&A environment presents an opportune time to explore corporate finance transactions.

• The long term prospects of the sector are particularly encouraging, with new technology trends continuing to evolve and
be adopted by a broadening range of end users – providing substantial confidence to all key stakeholders. As a result,
the SITS sector is witnessing record levels of M&A activity and investor attention.

• Competition for high quality SITS assets will require acquirers to identify and execute bolt-on opportunities within shorter
timeframes, utilising the abundance of low cost capital to support growth strategies in parallel.

• Business owners will benefit from a range of exit options across trade and financial routes, crystalising shareholder value
by capitalising on record valuations and investor appetite.

• The scrutiny of investment appraisals and due diligence exercises is anticipated to evolve, with acquirers seeking to
validate factors beyond typical financial and legal queries – including ESG credentials, cultural fit, Covid-19 resilience
and the extent of any exceptional trading performance resulting from the pandemic. SITS companies evidencing strong
credentials and sustainability of growth will garner increased sector attention and valuations.

Benefits 

of 

Gambit

Key 

Services 

Include

• A team of highly experienced specialists

• Focussed on value creation and 
maximisation

• Commercial focus and attainment of 
shareholder objectives

• Significant cross-border capability as 
exclusive UK shareholder of Corporate 
Finance International 

• Deal risk minimisation

• 24/7 availability

• Mergers & acquisitions

• Disposals 

• Management buy-outs

• Fundraising

• Development capital

• Debt advisory

• Private Equity advisory

• Refinancing 

• Value Maximisation Reviews

• Succession planning

• Strategic advice

How Gambit can help:
• Our expertise in the SITS sector and dedicated research function enables us to verify acquirer appetite and identify

off-market acquisition targets, whilst our close relationship with private equity and venture capital funds also affords our
clients greater exposure to financial investors.

• Detailed knowledge of sector trends and understanding of key value drivers is vital in order to correctly present
opportunities to appropriate acquirers, targets and/or funders. Gambit’s proprietary knowledge and SITS valuation index
enables the firm to suitably assess valuation metrics.

• Our team maintains daily dialogue with its international colleagues within Corporate Finance International, sharing
cross-border SITS opportunities, sector trends and transaction insights, underpinning constructive negotiations of
transactions towards the fair and optimal value.

• Dealmaking has changed since the pandemic. Increasingly competitive processes, remote negotiations and
progressively stringent due diligence processes mean speed and flexibility are of paramount importance. Appointing a
trusted M&A adviser can expediate transactions and ensure optimal value is captured, whilst allowing business owners to
focus on the day to day management of the company and maintain its strong trading performance.

• Gambit acts as an extension to senior management teams. We are available 24/7 to discuss commercial issues or
provide a sounding board and sense check for the Board and Shareholders. We support our clients throughout the full

lifecycle of the transaction – from information gathering, to drafting and reviewing key transaction documents, through to
negotiations and completion procedures, ensuring momentum and competitive tension is maintained at all times.
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Geraint Rowe

Partner, SITS

Office: +44 (0) 845 643 5500

Mobile: +44 (0) 789 992 8029

Email: geraint.rowe@gambitcf.com

Sam Forman 

Director, SITS

Office: +44 (0) 845 643 5500

Mobile: +44 (0) 759 040 8682

Email: samuel.forman@gambitcf.com

Nick Gallagher 

Executive, SITS 

Office: +44 (0) 845 643 5500

Email: nick.gallagher@gambitcf.com

Lloyd Evans

Analyst, SITS 

Office: +44 (0) 845 643 5500

Email: lloyd.evans@gambitcf.com

If you would like to arrange a call to discuss the current market trends and/or the opportunities available to create, 

augment or realise shareholder value, please contact a member of the Software & IT Services sector team.

Gambit Corporate Finance
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Gambit Corporate Finance

Gambit Corporate Finance 
acted as lead advisor to 

the shareholders of

on its sale to

Gambit Corporate Finance 
acted as lead advisor to 

the shareholders of

on its sale to

Gambit Corporate Finance 
acted as lead advisor to 

on its refinancing from

Gambit Corporate Finance 
acted as lead advisor to 

the shareholders of

on its sale to

Gambit Corporate Finance 
acted as lead advisor to 

the shareholders of

on its sale to

Gambit Corporate Finance 
acted as lead advisor to

on its fundraising from 
private investors 

Gambit Corporate Finance 
acted as lead advisor to 

the management of

on its management 
buy-out

Gambit Corporate Finance 
acted as lead advisor to 

the shareholders of

on its sale to

Corporate Finance 
International acted as 

lead advisor to

on its sale to 

Corporate Finance 
International acted as 

lead advisor to

on its sale to

Corporate Finance 
International acted as 

lead advisor to

on its €120 debt 
financing from

Corporate Finance 
International acted as 

lead advisor to

on its sale to

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 was
ranked number 22 in Europe by Thomson Reuters for
transactions valued up to €200 million (Q321).

www.thecfigroup.com

Gambit Corporate Finance

Established in 1992, Gambit is the UK’s longest established
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 and 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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