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SMALLER FIRMS LEAD LATEST DRIVE FOR MERGERS & ACQUISITIONS, MANAGEMENT BUY-OUTS AND BUY-INS
 

 

Will this year see a revival in management buy-outs and buy-ins and merger and acquisition activity?  Are more companies likely to follow the trend and divest themselves of parts that no longer fit, or can be invested more profitably elsewhere?
 

One of the attractions for boards planning to sell parts of the business to their own people in a management buy-in or buy-out is the discretion factor.  Details can be kept within the company rather than being exposed to the world at large, especially to competitors.  Another advantage is that a deal can be struck more quickly because the buy-out or buy-in team knows the business they are buying.
 

Venture capital funds have been flush with cash and keen to make deals, but experts say getting the funds is harder.  More than ever the most important requirement is a strong management team.
 

In the year to 30 June, Corporate Finance Panel members of UK200 Group completed 80 deals with a total transaction value of £l38.5 million.   The second half of 2003 was a little sluggish, according to the Panel's Chairman, Tom Gallop, "but there has been an increased level of activity since the new year and many firms are reporting increased enquiries that should lead to more deals being completed in the next few months.  These enquiries are typically potential management buy-outs as PLCs or overseas parent companies divest of non-core or under-performing businesses and retirement sales of privately owned companies".
 

Recent deals completed include an MBO of a steel company with £36m turnover; an MBO of an educational software division; the sale of an internet service provider and of a recruitment company; advising on an OFEX listing and raising business angel finance for a publishing firm.
 

There is also more optimism for flotations on the stock markets.  Last year more than l60 companies joined the Alternative Investment Market (AIM).
 

Whether you are planning a public listing, merger, acquisition, management buy-out or buy-in, be prepared for bankers or venture capitalists to want to spend a lot of time checking figures and looking at issues like pensions and insurance, and especially the strength of the management team - and the team's assets.   They will want serious commitment.
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