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PRIVATE COMPANY PRICE 2 INDEX

ANOTHER STRONG QUARTER FOR M&A WITH BOTH TRADE
AND PRIVATE EQUITY DEAL VOLUMES EDGING UP

670 deals completed in Q2 2023, compared with 642 in the previous
quarter, an increase of 4.4%. Trade deals rose by 4.3% to 559 deals,
compared with 536 transactions in Q1. There were slightly more
private equity deals as well, with 111 completions, compared with
106 deals in Q1.

Valuations saw marginal increases too, upheld by ongoing

appetite from both trade and PE acquirers. The PCPI increased to
10.0x, narrowly up from 9.8x seen in the three previous quarters.
Meanwhile, the PEPI nudged up to 11.2x, a slight increase from Q1's
11.1x. The FTSE all-share declined to 11.6x (12.3x in Q1).

Roger Buckley, M&A Partner
at BDO LLP commented:
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Despite the economic and
geopolitical challenges impacting
the market, the M&A market

has remained robust. The lower
and mid-market continues to
transact at volume, whilst there
were noticeably fewer deals at
the upper end of the M&A market
during the quarter.

Key market drivers including ESG,
technology, product expansion
and transformation continue to be
core motivations for M&A activity
across a broad range of sectors.

We continue to see a good level of
activity supported by private equity
as well as cash-rich corporates.

The rising numbers of deals in the
quarter is good news for most
business owners, with valuations
remaining strong for those
transactions completing. , ,
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MAKING THE MOST OF THE PCPI / PEPI
The PCPI incorporates Enterprise Value to EBITDA multiples as the method of valuation.

The PCPI/PEPI tracks the relationship between the Enterprise Value (EV) to Earnings Before Interest Tax
Depreciation and Amortisation (EBITDA) multiple (EV/EBITDA) paid by trade and private equity buyers
when purchasing UK private companies.

The private company EV/EBITDA is calculated from publicly available financial information on deals that
complete in the quarter. At present, the Private Company Price Index (PCPI) indicates that, on average,
private companies are being sold to trade buyers for 10.0x historic EBITDA up from 9.8x seen in the three
previous quarters. The PEPI indicates that, on average, private companies are being sold to private equity
buyers for 11.2x up from 11.1x in Q1.

As private companies are generally owner-managed, reported, or disclosed profits tend to be suppressed
by various expenses that may be non-recurring under a new owner.

This will have been factored into the price the purchaser paid but may not be reflected in the profits
declared to the public.

The effect of this is that the EV/EBITDA paid as calculated from the publicly available information may be
overstated. The PCPI/PEPI is calculated as the median of EV/EBITDA for deals where sufficient information
has been disclosed. The PCPI Enterprise Value trailing four-year average declines to £14.2m (Q1 - £14.4m)
for trade deals.

The included deals for the PEPI maintains an Enterprise Value of £41m for private equity deals (Q1 £41m)
(median).

The PCPI/PEP! is an average measure and a guide, not an absolute measure of value, as there are many
other factors that can have an impact on value.

@ Read more in the PCPI sector spotlight blog:
WHY GOVERNANCE, RISK AND COMPLIANCE PLATFORMS ARE HOT PROPERTY

If you would like to know more about how to value or understand M&A market dynamics
for your company, please contact your usual BDO contact or the author.
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This publication has been carefully prepared, but it has been written in general terms and
should be seen as containing broad statements only. This publication should not be used

or relied upon to cover specific situations and you should not act, or refrain from acting,
upon the information contained in this publication without obtaining specific professional
advice. Please contact BDO LLP to discuss these matters in the context of your particular
circumstances. BDO LLP, its partners, employees and agents do not accept or assume any
responsibility or duty of care in respect of any use of or reliance on this publication, and will
deny any liability for any loss arising from any action taken or not taken or decision made by
anyone in reliance on this publication or any part of it. Any use of this publication or reliance
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