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A rise in volatility brought about by conflict in Europe and higher inflation is leading to an increasingly bearish macro environment. Investors’ mind-sets have 

shifted away from valuing future growth and towards nearer term profits impacting valuations across the software market (despite many of these companies 

continuing to trade well).

Listed software companies have seen on average a 22%1 reduction in share prices over recent months and the IPO market is effectively closed. Consequently 

some public companies are reassessing acquisition strategies and are now more cautious around longer-term valuations. 

A similar mind-set change has been observed in the early-stage fundraising market with investors becoming increasingly more selective, driving lower 

fundraising volumes in 2022. Investors are adapting and in many cases prioritising their existing portfolio. Many investors are requiring more modest growth 

profiles from prospective investees that see a shorter route to profitability and a lower cash burn rate.

The market movements are presenting opportunities for PE as their medium term, often sector focused, approach to investing, has meant a continued 

investment into high quality private software companies. Public-to-Private transactions are also becoming more attractive to PE, likely due to discounted stock 

prices.

Opportunities exist for investors to generate strong returns from exploring a broader range of transactions. As for software companies, those with market leading 

KPIs are likely to attract a disproportionate amount of investor attention as investors adopt a more cautious approach to deploying capital.

Macroeconomic headwinds impacting public market valuations and early-stage fundraisings are 
creating increasingly attractive opportunities for Private Equity investors

Come and talk to us…

Whether you are a software company looking to explore strategic options for your business, or an investor / strategic buyer looking for advice on evaluating 

and financing an acquisition, Investec can help by providing buyside or sellside advice, raising investment from Private Equity / Venture Capital or via an IPO 

Sebastian Lawrence

Managing Director, Head of TMT Investment 

Banking

E: sebastian.lawrence@investec.co.uk

Victor Joannou

Associate Director, TMT Investment Banking 

E: victor.joannou@investec.co.uk

xNotes: (1) Based on Investec software indexes
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UK & Europe US

>150
Private equity and

M&A professionals

9
European 

offices

>160
Private equity and

M&A professionals

8
US

offices

Other 

geographies:

South Africa IndiaAustralia

x

A global presence provides us with direct access to the software companies and investors
in all key territories

Investec’s international TMT M&A business
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>£2.3bn
Software M&A

14
Software M&A transactions

>£400m
Raised for software companies

>50%
Software M&A cross-border deals

October 2021

On its investment 

from

Consumer Tech

June 2021

Sold to

HCM

September 2021

Sold to

Sponsored by

RegTech

March 2021

Sold to

CPaaS

February 2021

Sold to

Cloud 

Communications

October 2021

Acquisition of

Subscription and 

Billing Platform

June 2021

Placing for the 

acquisition of

Healthcare IT

March 2021

IPO

Management 

process automation

November 2021

Sold to

Estate

Management

April 2022

Sold to

HCM

December 2021

Healthcare IT

Sold to

March 2022

Sold to

RPA

March 2022

Sold to

MarTech

February 2022

E-Commerce

Sold to

September 2022

Sold to

Workspace 

Management

October 2022

Fundraise

RegTech

x

Sector expertise and access to a global buyer and investor landscape

Selected recent European software credentials

Recent selected software credentials

Deal Highlights: 2021 to YTD 
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Market volatility impacting 

valuations regardless of 

positive trading momentum: 

A rise in inflation is leading to 

an increase in interest rates 

and higher discount rates, 

directly reducing the future 

value of growth and thus 

impacting valuations2

Valuation delta: TMT PLCs 

and privately held peer 

valuations continue to expand 

while buying power for global 

Trade and PE remains high 

HealthTech most resilient 

sub-sector: the impact of 

the pandemic on healthcare 

resource highlighted the 

need for quick diagnostic 

and more efficient patient 

management solutions3, 

driving investor interest 

and supporting valuations

From Public-to-Private: 

There have been 28 European 

TMT take-privates since the 

beginning of 2021 with 

momentum continuing to grow

Software share prices1 are falling in the face of inflation

and other macro challenges…

Even the largest TMT companies have seen their share price significantly 

impacted, despite continued revenue growth

x

Macroeconomic headwinds defining public software valuations 
Publicly-listed software valuations have been significantly impacted by the conflict in Europe, 
inflation and recession concerns

Sources: FactSet; Mergermarket; ESCP Business school 

Notes: (1) Investec software indexes, see appendixes for details; (2) https://escp.eu/fr/news/inflation-will-not-sink-high-growth-tech-stocks-2022; (3) Hampleton Partners HealthTech report
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Growing delta between public and private software valuations
European software assets in the listed market are trading at a significant discount to both private 
and US listed peers 

UK and European listed assets are significantly undervalued versus US 

peers

UK vs US valuation differential:

Listed software assets are trading lower than their private peers…1

March 2022

Sold to

Case Study: P2P of UK-listed Blue Prism by US-listed SS&C

5.6x2

NFY EV / Revenue

34.5x3

Avg. NFY EV / Revenue

European P2P acquirers by 

geography from ‘21-H1’22

Europe, 
39.3%

US, 
32.1%

UK, 
21.4%

APAC, 
7.1%

Attracting the attention of 

global buyers: US firms have 

actively targeted European 

P2P transactions over the last 

18 months

Trading at a discount: UK listed TMT businesses trade

at a clear discount to private counterparts across a range

of sub-sectors

Sources: Megabuyte; FactSet; MergerMarket; Financial Times; Notes: (1) NFY PLC multiples taken from Investec selected publicly-listed companies as at 30/June/2022, private transactions

taken from Megabuyte between July 2021 & June 2022; (2) Transaction multiple based off £198.5m FY+1 Blue Prism Revenue (Megabuyte); (3) UiPath average NFY EV / Revenue in the 

3 months prior to the 9 November 2021 Blue Prism acquisition announcement by Vista Equity Partners

3.8x

15.8x

4.3x

17.4x

EV / NFY Revenue EV / NFY EBITDA

Public ratings Private transaction multiples
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UK Europe US

(38.1%)

(35.3%)

(50.2%)

Target: Leading UK-based RPA provider of 

back office automation software 

Rationale: RPA and Intelligent Automation 

consolidation at a fraction of the cost of 

acquiring Blue Prism’s US equivalent, UiPath
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Date Target HQ Target description Acquirer EV (£m) EV/Sales EV/EBITDA

Jun-22 HealthTech solutions to NHS 1,194 7.1x 28.4x

Jun-22
Corporate treasury and financial planning 

software
240 7.3x 20.6x

Jun-22 Chemical management software 300 9.6x n/m

May-22 E-tendering SaaS solutions 247 4.2x 39.3x

May-22 Automated invoice and analytics software 64 1.8x 13.6x

May-22 Information management software 1,093 14.5x n/m

Apr-22 Information management software 35 4.3x n/m

Apr-22 Invoice and accounts payable software 565 4.4x 29.5x

Mar-22 Business planning & analytics software 7,448 17.0x n/m

Private Equity and PE-backed Trade have continued to be highly active in M&A markets

Software M&A market review

Sources: Mergermarket; Capital IQ; Investec intelligence; www.prnewswire.com

Note: (1) 2022 relates to the 6 month period ending June 2022 (2) Based on disclosed values; (3) Exchange rates from Factset period average

Selected M&A transactions

Software M&A deal value1,2,3

Software M&A deal count1

878 905 945

1,266

571

2018 2019 2020 2021 H1'22

Trade vs Private Equity buyers1

7

£15.3bn

£35.4bn

£63.6bn

£50.7bn

£9.8bn

2018 2019 2020 2021 H1'22

• Activity levels in H1’22 have remained strong compared to all previous years bar 2021, 

where pent-up demand appeared to drive a particularly strong year for M&A

• Trade and PE-backed Trade have historically represented >80% of M&A activity, however 

2022 has seen levels reduce to <70%. This appears to be partly driven by lower M&A levels 

among Trade but also due to record levels of deals from PE. Listed peers have struggled 

due to an inability to raise money to finance deals and this has provided an opportunity for 

PE

• M&A deals by value have reduced in 2022 as average deal size has trended downwards 

following fewer deals over £0.5bn

• Debt market and increasingly concern about broader technology spend is seeing further 

cooling, albeit long-term recurring revenue provides a more stable environment to enter any 

recessionary environment and proves resilience

245 289 309
496

181

499 478 489

595

200

134 138 147

175

190

2018 2019 2020 2021 H1'22

PE-backed Trade Trade PE

x
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There is increased focus on unlocking efficiencies and better governance across supply chains, this 
is leading to increased investor attention on relevant software companies

Rising M&A demand for procurement and supply chain software

Trends driving the digitalisation of procurement and 

supply chains…1,2

Sustainable procurement: Rising demand for

platforms, which enable sustainability e.g. carbon

emission accounting or compliance adherence

Automation, data and AI: Utilised to drive

efficiencies in tendering, auctioning, contract

management and error detection

M&A overview

Selected precedent private company fundraising transactions3

LFY

Date Target HQ Target description Acquirer
EV 

(£m)

EV/

Sales

EV/

EBITDA

Jan-23 Cloud based e-procurement solutions n/m n/m n/m

Jan-23 Smart warehouse solutions n/m n/m n/m

Jan-23 Automation and AI supplier solutions n/m n/m n/m

May-22 Invoice and purchase order automation 63.9 1.8x 13.6x

Apr-22 Purchase-to-pay and e-invoicing solution 557.5 4.4x 29.5x

Jun-21 Digital tender and contract management 88.3 11.1x 37.1x

Apr-21 Source-to-pay solutions 75.1 1.7x 7.2x

Feb-21 E-procurement and contract solutions 23.7 4.5x n/m

• 341 acquisitions of procurement and supply chain software companies have taken 

place across Europe over the last four years 

• M&A volumes have significantly risen since the beginning of 2021 with the last two 

years seeing more than double the deal activity of the prior two years

• The sub-sector has seen increased investor and buyer interest as demand grows for 

greater supply chain efficiencies, partly brought about by rising inflation pressures but 

also by an increase in lead times and labour shortages 

Sources: (1) Investec Intelligence; (2) StartUs Insights ; (3) Mergermarket

Cloud and connectivity: Allowing for greater

mobility, flexibility, speed compared to legacy

systems. Can integrate well with other tech e.g. AI

Cybersecurity: With the digitalisation of

procurement, there is increased need for risk

management

Blockchain: Drives efficiency and transparency of

the supply chain. Tools can track and trace goods or

services flow from sourcing to payment

Systems integration: Supply chains can be

managed better by integrating ERP, CRM and

supplier management systems



European M&A activity: Locations of Targets & Acquirers

Through analysing 4,500+ European

transactions (defined by target location)

performed in the past three years, we have

come to learn that M&A activity in the European

market is ranked as follows:

1 United Kingdom

2 Germany

3 France

4 Netherlands

5 Sweden

Over the last 3 years, US buyers have represented >20% of all European software acquirers and 
are expected to increase given US$ strength and valuation arbitrage

Software M&A targets and acquirers by European country
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1,132
649

13

57155

19

92

210

48

109

346

131

19

164

545

364

105

161

640
481

30

40100

11

39

99

19

65

223

74

5

182

443

247

56

135

United Kingdom2

Germany3

France4

Sweden5

1 United States

Targets Acquirers

850

x

AcquirersTargets

Sources: Capital IQ

Note: (1) Last 3 years spans July 2019 to June 2022



Date Target
Exchange 

nationality

Size 

(£m)

Mcap 

(£m)

Prim. / sec. 

(%)

Change in 

share price 

(Δ%)

Jun-22 19 67 100 / 0 (2%)

May-22 42 96 22 / 78 1%

May-22 7 68 100 / 0 (5%)

Apr-22 5 49 100 / 0 (36%)

Apr-22 17 99 100 / 0 (36%)

Apr-22 26 92 91 / 9 (3%)

Apr-22 8 26 100 / 0 (34%)

Feb-22 16 50 100 / 0 (51%)

Jan-22 611 2,037 0 / 100 128%

• Globally, only £1.5bn raised over nine IPOs in the software sector vs.  

£55.8bn across 189 IPOs in H1’21 

• Eight of the IPOs were completed on US or European exchanges with the 

remainder completed on the Dubai Financial Market (‘DFM’). The latter 

representing the only sizable transaction

• The broader TMT sector remains more active than other sectors but is 

not immune to an increasingly mixed monetary policy outlook, persistent 

inflation and low economic growth are all contributing to a below average 

IPO year so far

• Many IPO candidates acknowledge current conditions but also recognise 

that this can change quickly and so more are focusing on becoming 

transaction ready

Source: Dealogic; Analysis looks at IPOs with greater than £5m deal value

In-the-market Software IPOs

Activity volumes significantly reduced over H1’22 and are expected to remain subdued

Software IPO market review 

2022 Software IPOs
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UK IPO activity US IPO activity European IPO activity

£bn £bn£bn
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Date Company HQ Company description Selected investors Stage
Funds 

raised (£m)

Software 

sub-sector

Jun-22 Open-source business process management Series A 8.1 ERP

Jun-22 Security and data analytics software platform Series B 22.7 Security

Jun-22 AI, ML-based virtual collaboration for clinicians Series C 64.9 HealthTech

May-22 AI-based decision intelligence platform Series E 96.4 Analytics

May-22 AI-driven talent and project management Series A 24.9 ERP

May-22 Cloud-based digital solutions to law firms Series B 14.5 ERP

Apr-22
Event planning, design and management 

software 
Series A 4.0 MarTech

Apr-22 Global payroll software Series A 14.3 HCM

Apr-22
Mobile software platform for hand and arm 

assessments
Series A 8.2 HealthTech

‘Mega’ fundraises underpinned H1’22 transaction levels but volumes significantly reduced vs prior 
periods

Software fundraising market review

Selected precedent private company fundraising transactions2,3

• Despite geopolitical and market turmoil, there is a substantial amount of committed funds for venture 

capital firms to deploy, with £50bn1 having been raised by European tech investors so far this year

• Current macro conditions has led many start-ups to re-think growth plans as investor mind-set shifts away 

from growth at all costs towards more modest levels of growth with a quicker path to profitability as well as 

looking to raise longer runways and preparing for more dilution

• Total funding has largely been driven by the mega rounds raised by some European fintech start-ups 

including Onefootball (£200m), Exotec (£300m) and Sonar Source (£300m), with deal volumes having 

reduced against recent quarters, a sign that investors are becoming more selective

European early-stage Investment by deal 

number2,4

European early-stage Investment by deal 

value2,4,5

11

174
192

155
169

158

119

Q1'21 Q2'21 Q3'21 Q4'21 Q1'22 Q2'22

x
Sources: (1) Tech.eu; (2) Crunchbase; (3) Pitchbook; (4) Based on ‘Series’ fundraisings; (5) Exchange rates from Factset, period average

£1.7bn

£4.1bn

£2.5bn

£1.7bn

£4.0bn

£2.6bn

Q1'21 Q2'21 Q3'21 Q4'21 Q1'22 Q2'22
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Characteristics Typical peer group benchmarks

Typical Financial KPIs Min Best in class

Revenue growth (organic) 10% >60%

Revenue visibility – recurring / structurally repeating 70% >90%

ARR as a % of total revenue 90% >120%

Net revenue retention 80% 140%

Average Revenue per account (YoY increase%) <5% >20%

Gross profit margin 70% 90%

EBITDA margin 0% 40%

EBITDA / Operating free cash flow 40% 100%

Lifetime value / customer acquisition cost 2:1 5:1

Customer churn >10% <5%

Typical non-financial KPIs

Ownership of bleeding-edge IP Defensive / Limited Strategic

Total addressable market >$0.5bn >$10.0

Evidence of cross-selling Low product penetration High product penetration

Staff longevity and attrition rates >10% <10%

R&D spend as a percentage of revenue <5% >20%

Client concentration High Low

Valuation range

Enterprise value / revenue 3x 8x

Enterprise value / EBITDA 12x 20x

Investors and buyers look to specific performance metrics to benchmark both public and private 
investment opportunities

SaaS valuation benchmarking

Sources: Company annual reports; Megabuyte; Factset; Investec intelligence
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4.8x 16.2% 5.3x 17.1% 5.9x 16.0% 5.2x 16.2% 6.1x 22.4%

3.3x 15.2% 5.6x 21.4% 5.6x 24.1% 6.0x 19.7% 3.5x 22.0%

14

Infrastructure Security BI & Analytics ERP MarTech

HealthTech RegTech HCM FCM DevOps

FY23f Sales Multiple FY23f / FY22f Sales growth

Investec’s TMT team tracks the following sub-sectors closely; with latest reports focusing on 
HealthTech, RegTech and DevOps

The InvesTech Valuation Index1

Notes: (1) Logos represent only a selection of our full comps analysis
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This document and any attachments (including any e-mail that 

accompanies it) (together, “this document”) is for general information 

only and is the property of Investec Bank plc (“Investec”). Investec is 

authorised by the Prudential Regulation Authority and regulated by the 

Financial Conduct Authority and the Prudential Regulation Authority. 

Investec is registered in England and Wales (Reg. no. 489604) with its 

registered office at 30 Gresham Street, London EC2V 7QP. Whilst all 

reasonable care has been taken to ensure that the information stated 

herein is accurate and opinions fair and reasonable, neither Investec 

nor any of its affiliates or subsidiaries or any of its or their directors, 

officers, employees or agents (“Affiliates”) shall be held responsible in 

any way for the contents of this document. This document is produced 

solely for your information and may not be copied, reproduced, further 

distributed (in whole or in part) to any other person or published (in 

whole or in part) for any purpose without the prior written consent of 

Investec. Making this document available in no circumstances 

whatsoever implies the existence of an offer or commitment or 

contract with Investec or any of its Affiliates for any purpose.

No representation or warranty, express or implied, is or will be made 

and no responsibility or liability is or will be accepted by Investec or its 

Affiliates in relation to the accuracy, reliability, suitability or 

completeness of any information contained in this document and any 

such liability is expressly disclaimed. This document does not purport 

to be all inclusive or to contain all the information that you may need. 

Investec gives no undertaking to provide the recipient with access to 

any additional information or to update this document or any additional 

information, or to correct any inaccuracies in it which may become 

apparent. 

This document does not take into account the specific investment 

objectives, financial circumstances or particular needs of any recipient 

and it should not be regarded as a substitute for the exercise of the 

recipient’s own judgement and due diligence. Investec does not offer 

investment advice or make any investment recommendations. 

Recipients of this document should seek independent financial advice 

regarding the appropriateness or otherwise of investing in any 

investment strategies discussed or recommended in this document 

and should understand that past performance is not a guide to future 

performance, and the value of any investments may fall as well as 

rise. 

Investec expressly reserves the right, without giving reasons 

therefore, at any time and in any respect, to amend or terminate 

discussions with the recipient of this document without prior notice and 

hereby expressly disclaims any liability for any losses, costs or 

expenses incurred by such recipient. 


