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Clouding the future

The prospect of reduced
expenditure combined
with greater flexibility is
driving cloud adoption
into the next phase of
growth. The Covid-19
pandemic has created
fertile ground for cloud
providers, with market
showing resilience in the
face of harsh economic
conditions.

Demand-pull on
valuations

Demand for assets with a
strong recurring revenue
base and growth dynamics
has risen considerably in
the last twelve months.
Subsequently, valuations
in the sector have climbed,
currently sitting at an
average of 12.5x. Half

of the deals have been

in the telecoms space,
with resellers buying
smaller managed services
businesses.

SELECTED M&A TRANSACTIONS

Accelerating
digitisation

The next chapter of
digitisation is underway,
very much centred around
cloud adoption and taking
it to scale in the public
sector. The pandemic
harshly exposed Cloud
transformation laggards
and those companies are
now playing catch-up,
presenting a substantial
short-term growth
opportunity for tech
companies.

KEY MID-MARKET INVESTORS
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Beech Tree

PRIVATE EQUITY

No. of sector investments

LTM*: 3

Average deal value: £26.5m

Investment Perspective

® Beech Tree is a mid-market
private equity house that
invests in fast-growing
businesses with a typical deal
value between £10m-£35m.

® They have made 6
investments in IT Services
with 7 subsequent bolt-on
acquisitions.
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No. of sector investments
LTM*: 3

Average deal value: n/d
Investment Perspective

¢ LDC have been highly active
in the IT Services market,
currently holding 6 IT

services firms in it’s portfolio.

* They have made a number
of bolt-on acquisitions,
for example a portfolio
company, Babble Cloud has
acquired 3 businesses
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No. of sector investments
LTM*: 3
Average deal value: £9.1m

Investment Perspective

e BGF are a highly active
growth fund in the lower
mid-market.

* They have recently exited a
number of investments in the
IT Services space, including
HeleCloud, Semafone and
Olive Communications.
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Beech Tree-backed IT services
company, BCN Group has
acquired the UK-based
provider of Microsoft-
based solutions for
healthcare organisations,
Cloud 2.

Graphite Capital through its

portfolio company Babble
Cloud, acquired Ultra

O babble Communications Limited
(Ultracomms), UK-based

provider of inbound, outbound

and blended services. Pursuant
to the deal, Babble aimed to double its

EBITDA run rate to £20m by November 2021.

Inflexion Private Equity
completed a minority
investment in Systal
Technology Solutions,
the UK-based managed
network services.

Palatine Private Equity
LLP’s portfolio company
Acora Limited has
acquired Westgate
IT Ltd, a UK-based
company engaged in
providing IT solutions and
services.

The sale of Centiq Group,
UK-based provider of IT
services and software,
signalled an exit for LDC
with the listed Swiss
company SoftwareONE
buying the group.
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Business Growth Fund has
invested in the UK-based hybrid
cloud and IT managed
services provider,
Celerity for £15m.

LDC-backed Onecom Limited
has acquired the UK-based
provider of managed
cloud communications
services, Olive
Communications,
from BGF for an
undisclosed amount.

Wavenet, UK-based supplier of
business telecomms solutions,
has been acquired by
Macquarie Group. The
sale ends a five-year
holding period for
Beech Tree, which
backed Wavenet’s GBP
35m management buyout.

Ancoris, the UK-based Google
cloud specialist, has secured a
significant investment from
PE firm Beech Tree
Private Equity, for an
undisclosed amount.

Adept Technology Group
has acquired Datrix Limited,
the UK-based supplier
of cloud-based
networking,
communications,

and cyber security
solutions, for a total
consideration of £16m

Source: (1) Mergermarket; (2) Press releases/investor presentations; (3) Beauhurst (4) Megabuyte CEO Summit
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* - inclusive of bolt-on acquisitions




