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The shock inflicted on the global economy as a result of the COVID-19  
pandemic has been seismic. Jason Sinclair asked members of the Corporate 

Finance Faculty in advisory and investment how things are taking shape
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INNOVATION & SUSTAINABLE RECOVERY

REGIONS: 
SOUTH WEST
Clodagh Tunney, M&A partner at RSM, 
based in Bristol and Southampton

In some ways, the South West is no 
different to anywhere else. Digital 
strategies, which often already existed, 
have been accelerated and spending 
has been on IT infrastructure. We’ve 
had deals complete where the entire 
process happened during lockdown. 
Where transactions have completed, 
the buyers are often private equity-
backed – they are continuing to invest 
strategically in sectors that continue 
to perform and that they understand.

Furlough, the Coronavirus Business 
Interruption Loan Scheme (CBILS) 
and HMRC support mean we haven’t 
yet seen low-cost acquisitions of
businesses that are struggling. Instead, 
the deals are for businesses that 
performed well before and during the 
COVID-19 lockdown, where the buyers 
have clear strategies to take good assets. 

Later on, the market will be good for 
my restructuring advisory colleagues 
and accelerated M&A, but it takes a 
particular type of buyer to acquire 
those businesses in processes with 
limited information and assurances, 
and extremely fast timetables. That’s 
already happening at the higher end, 
and it will come to the mid-tier.

The banks have grown their debt 
books exponentially, but from now 
it could be tougher for credit and 
particularly for new clients. Each 
month that goes on, debt will become 
more of a feature in transactions, but 
credit will be tough. In this type of 
environment, there’s a rush to quality, 
and funders chase the same assets.

DEALMAKING
Jonathan Boyers, UK head of corporate finance, KPMG;
Member of the Corporate Finance Faculty’s board

Our origination processes work as they previously did, but 
remotely now. We’re pitching, getting appointed on mandates, 
learning how to use Microsoft Teams and Zoom and completing 
several deals a month. In some ways we’re more effective, 
because working from home works well for dispersed teams – 
combining local know-how and sector expertise.

There’s a backlog of deals where entrepreneurs wanted to 
sell their businesses – a lot wanted to sell 18 months ago. They 
waited for Brexit, then the UK’s general election, then Brexit again 
and now this. A lot of people are receptive to selling as soon as 
the market will pay a decent price. The possibility of increasing 
CGT rates is making many people think about accelerating sale 
processes. Obviously, where businesses have been adversely 
affected by COVID-19 it may be a longer time frame. They will 
need to show recovery for at the very least a few months to 
prove they’re viable in post-lockdown trading.

There’s still a weight of private equity money looking to find 
a home. That means if businesses not badly affected by COVID 
can demonstrate that they’re back to where they were, valuations 
will be there for good businesses in well attended auctions.

But I’m pessimistic about the next two or three months. The 
mood could darken as job losses hit. Some people are thinking 
it will be ‘business as usual’ post-lockdown, but the market 
could get tougher. Most of the things we’ve got on hold, or 
we’re taking on, will probably run in January and February 2021 
rather than the autumn.

Private equity has spent three or four months nursing its 
portfolio. It’s now after deals, but I’m not sure it’s quite ready 
to write cheques. Normally it makes its best investments at the 
bottom of a cycle, but this could be different to a normal recession.

ICAEW.COM/CFF
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EARLY STAGE INVESTING
Nick Wyatt, associate director in corporate finance, RSM

Investment in software businesses around the world, in particular, is 
holding up – Q2 2020 deal volumes are broadly where they were 
compared to Q2 2019. 

More people are working from home, there are a lot of cyber-security 
issues, so this is an appealing sector. Healthtech is more important than 
ever. Telehealth and online pharmacies can expect to benefit from 
changing consumer behaviour driven by COVID-19. Software that 
facilitates online marketing and over-the-top broadcasting could also 
be attractive investments. Fintech investment remains strong, after a 
great 2019, with e-commerce and payment processing also growing.

Private equity and VC funds have so much capital that they need to 
deploy – software businesses in particular can benefit from that as they 
have the recurring-revenue models that appeal to investors.

A lot of investment in this sector in the UK originates from overseas. 
Specialist tech investors, from the US in particular, are already used to 
completing deals remotely. They can still do due diligence on the key 
assets – the software and the IP – without touching, seeing and feeling. 
It’s almost unique to this sector and means transactions can continue 
in the current environment.

“BOTH TRADE AND PRIVATE 
EQUITY ARE LOOKING TO 
BUY BRANDS THAT NEED 
RESHAPING. TURNAROUND 
INVESTORS ARE ALWAYS 
KEEN TO BUY SUCH BRANDS”

RETAIL AND TECHRETAIL AND TECH
Laura McNaughton, consumer M&A partner, BDOaura McNaughton, con

There are two sides to retail: traditional (a portfolio of stores) andtwo sides to reta
emerging online brands. Those have two different stories coming outine bra
of lockdown. For the first, UK high-street capacity and footfall is lower.kdown. F
But online and multichannel is doing very well because people are stillm
buying products. One side sees challenges, the other opportunities.

The UK consumer has changed and some business models are no
longer fit for purpose. Both trade and private equity are looking to buy 
brands that need reshaping. Turnaround investors are always keen to
buy such brands. Non-distressed brands that are doing well are attractive
to consumer houses. This year has obviously been quiet for private
equity, but when there is a subsector with growth prospects over the
next few years, there will be a lot of interest, including internationally.

In 2019, we saw a general decline in footfall. Our pre-lockdown 
January trading update was all about how businesses had to innovate
and adapt to a consumer who was becoming more digital. COVID-19
has accelerated that massively – but it’s still only an acceleration rather
than the type of change you see in other sectors, where bolt-from-the-
blue disasters can entirely change behaviours and models.

DEBT
Chris Lowe, capital and debt 
advisory partner, EY; Member of the 
Corporate Finance Faculty’s board

We’ve seen debt institutions dealing with 
their own crises. They’ve been drinking 
from a fire hydrant. Every time the UK 
government responded with support – the 
job retention scheme, CBILS or Coronavirus 
Large Business Interruption Loan Scheme 
(CLBILS) – the water pressure got ramped 
up. Banks and funds had an immense 
volume of activity. They’ve done a good 
job dealing with such volume.

There hasn’t been much refinancing 
deal flow – businesses have only been 
refinancing if they absolutely had to. 
We were inundated with ‘reverse’ enquiries 
from funds, saying they had capital to 
deploy and could provide solution capital.

Now we may be in the eye of the storm. 
A lot of businesses have fixed their liquidity,
either through government support, from 
bank liquidity or deferred liabilities. When 
the job retention scheme tapers off and 
redundancy payments must be made, 
overdrafts are harder to come by, rent is 
due and creditors are screaming – that’s 
when we’re expecting another spike around
liquidity needs and covenant amendments.

The next phase is essentially a slow 
recovery. This shock has given funds and 
banks the ability to rebase their market 
terms, whether that’s pricing or covenants. 
There’s been a repricing upwards in the 
mid-market. Covenants are going to tighten 
in lenders’ favour. Competition has been 
on economic terms – margins and fees – 
but now it could go full circle and dynamics 
are more important than ever.
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PRIVATE EQUITY DEAL FLOW
David Wardrop, partner, Rutland Partners

Deal flow has seen a series of transactions born out of necessity – 
stressed and distressed assets. There are also situations where 
COVID-19 has prompted a corporate to rethink where it wants 
to allocate capital, and change its definition of core and non-core. 
Also, private individuals are thinking about de-risking and bringing 
in partners, to have someone alongside them, rather than battling 
through this alone.

Some businesses have traded though the period relatively 
well. Some, which have been closed during lockdown through 
no fault of their own, may have come back strongly. But, how much 
is catching up from lost months’ trading? And is July and August 
performance reflective of future performance? Acquirers have to 
look at that case by case.

You have to look through the volatility for a sustainable level 
and where you can take that current level to for a deal to work. 
Do your exit assumptions make sense compared to the value 
today? Finding a fair market price for something at the moment 
can be challenging.

For businesses that have shown an underlying resilience through 
the pandemic, it feels like they might attract a premium, because 
they can demonstrate that crisis resilience.

Some areas of the economy are starting to come back. Private 
equity is keen to deploy funds, so there’s a degree of positivity 
to get things done. Inevitably these things are fully tested in a 
transaction, and that’s where we’ll see what the real appetite is.

TMT
Maxine Saunders, senior corporate
finance partner, Deloitte

While COVID-19 is a challenge, looking back 
over the past couple of decades we’ve faced 
many before. We still have smart buyers with 
money and we still have businesses across the 
globe that are doing well in the circumstances 
across each of T, M and T. Those that are 
digitally strong have continued to do well in 
a more virtual world.

For me, what’s different is that never in the 
past have deal-doers had to really consider 
public health in their deal planning. So, there’s 
both depth and breadth to the challenges. 

But I’m positive about what the next period 
will look like for TMT. There’s a lot going on – 
three quite different subsectors with different 
drivers, markets and revenue models. One 
client’s challenge is another’s opportunity. 
Some are engaged in defensive M&A in the 
form of carve-outs and disposals, to secure 
cash to shore up other parts of their group, 
while others with strong balance sheets are 
ready to take advantage of new opportunities.

Carving businesses out and preparing them 
for disposal isn’t a five-minute job. However, 
corporates are better placed, post-financial 
crisis, for knowing how to succeed in M&A. 
Deloitte’s CFO surveys suggest that, off the 
back of the last recession, big corporates went 
through a phase of improving their balance 
sheets to cope with the next shock. They also 
think long term and for the most part remain 
in the market just as they did before COVID-19.

Private equity will be very quick to come 
back to the table. And TMT has assets likely to 
be of interest. The rollout of 5G will see a 
recalibrating of assets, as will the return of live 
events and technical advancement. The sector 
never stops evolving – and that’s good for M&A.

INNOVATION & SUSTAINABLE RECOVERY
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REGIONS: NORTH & MIDLANDS
Jon Pickering, partner and head of new business, NorthEdge Capital

We’ve completed deals during lockdown, like our portfolio company 
Testronic’s acquisition of Whyttest, a games quality assurance business in 
Romania. Doing an acquisition in Eastern Europe has in some ways been 
easier. We’ve been able to do it remotely rather than flying round Europe 
performing diligence. We made it work and got the deal completed.

Capital is there and deals will happen. The rumour mill suggests CGT 
will change, which could be a stimulus for entrepreneur vendors. Our 
approach to investing at the moment is to look at certainty of revenues 
going forward. I suspect that’s similar to our competitors. This could push 
up multiples for those businesses, because of scarcity of supply.

People with local networks in the North and the Midlands will benefit. 
Being on the ground helps – you get privileged information on deal flow. 
Businesses are going to look to local partners, because of the ability to 
build better relationships and greater understanding versus US or even 
London-based private equity houses.

Our tech- and cloud-focused investments have been inundated with 
enquiries from private equity and corporates. People still want to transact. 
Sectors like travel and leisure need more support. Many travel businesses in 
our regions face uncertainty, and gym chains have suffered a macro shock. 
Tailored support will be needed for the most affected sectors. That might 
have to come through taxes on industries that benefited from lockdown.

MID-MARKET 
PRIVATE EQUITY
Miles Otway, partner, Connection 
Capital’s SME investment team

The benefit of being a generalist investor 
is that we’ve got everything from a 
laboratory equipment business to a 
temporary insurance business, and are 
inherently spread. There may be no-go 
sectors for a while, such as leisure. 
We wouldn’t invest in a cinema business 
today, but clearly tech-enabled 
businesses could thrive.

There’s now a different focus for private 
equity coming out of this crisis. For 
existing investments in some sectors, we 
just have to keep their heads above water.

The theory would say that there can 
be a medium-term positive in that this 
crisis will accelerate changes to 
businesses that needed to happen – but 
sadly, in some cases, it could be putting 
good money after bad. You have a 
responsibility to your investors for an 
investment case to be credible.

CBILS and CLBILS were the right 
approach by the UK government. They 
work as a gap-filler to allow businesses 
to get to a point where they have visibility 
of what they could be trading as. Then 
they can get offers that satisfy investment 
cases and are fair to management teams. 
That doesn’t mean all of them will get 
support at the back end of that, but it 
was still the right approach.

If the worst that happens to our 
portfolio companies is that they bounce 
back to where they were and CBILS fills 
that gap, then they become long holds. 
We can sit on investments longer than 
some, and invest in some of the transitions 
– and there could be a wave of small 
add-ons of good companies that don’t 
themselves have the financial resilience or 
access to the schemes to ride this out, but 
are product sets that we want to bolt on. 
It’s not that people have closed up shop, 
it’s just that the hurdle of making your 
business case has become higher.

NEW WORKING PRACTICES
Chand Chudasama, strategy and corporate finance partner, Price Bailey

Remote working has been really effective and will change our relationship 
with space. It provides flexibility – we’re getting more productive and agile.

I don’t think our working practices across most service lines have changed 
dramatically. It’s a bit harder not being able to sit with people in person, but 
remote working has largely cemented a lot of good habits for us.

Businesses looking to raise funding are going to have to show that they 
have the right commercial data to underpin their assumptions. Over the 
past few years, growth-oriented transactions in particular had a lot of hope 
baked into assumptions by management. Now I think the private equity and 
VCT community is expecting much more commercial and data-driven evidence
that growth assumptions are real. We’re seeing far more scrutiny here.

We’re also seeing a large increase in business owners wanting to exit 
through employee ownership trusts (EOTs). We expect acquisition work to 
increase as the higher-quality turnaround and insolvency-type opportunities 
come to market around the tax pinch points early next year. Right now, 
EOTs and equity funding are the growth areas.
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PHARMA AND 
HEALTHCARE
Chris Woolley, transaction services 
partner, Deloitte, who focuses on the 
healthcare and life sciences sectors

The biggest sector challenge is trying to be 
part of the COVID-19 solution. With the 
number of vaccines in development at the 
moment, battling to be the first to market 
and making sure they have the clinical trial 
design, supply chain and manufacturing 
capabilities to scale up is very much a 
priority for a number of industry players.

The need to continue to treat chronic 
conditions has meant that most players 
have traded in line with expectation 
over the lockdown period. Other 
players, more exposed to elective or 
discretionary treatments, have suffered 
during the core lockdown period, but 
are now seeing an upsurge.

More broadly, some of the ecosystems 
around pharma have been affected, both 
positively and negatively. Outsourcing 
around clinical trials needs access to 
hospitals and that has been negatively 
affected. Some medtech businesses selling 
into hospitals and those with weaker 
balance sheets may have needed to look 
at funding solutions through rights issues, 
private equity investment or refinancing. 

In April, before equity markets 
recovered, there was no shortage of 
people looking to deploy capital in 
healthtech and pharma. The market was 
already highly competitive for pharma and 
health investors before the pandemic, 
and that’s only going to increase.

CBILS, UNWINDING, TURNAROUNDS
James Cullen, director of growth and acquisition finance, Investec

HMRC has been pragmatic about delaying taxes, which has been 
really good, quick and effective. That’s delayed the effects of this crisis 
in Britain, but those who’ve used tax deferrals are still aware that it 
remains debt and it needs to be structured around.

One of the things we’re doing now is talking about refinancing. 
Blending asset-based and cash flow lending is really relevant for 
companies’ working capital. History tells us that more companies go 
bust on the way out of a recession than on the way in. Why? Because 
a demand-led recovery puts stress on working capital, and you need 
flexibility within your funding structure to grow out of the crisis.

CBILS and the other UK government schemes have first and foremost 
been a tool to help out our existing portfolio. But the tax deferral has 
been the most effective tool to date. Those that qualify for government 
lending schemes can effectively use that to help convert that tax deferral 
to longer-term lending structures.

Larger corporate groups will become more focused on their core 
business, so we could see non-core disposals that interest other 
corporates and private equity. A lot of private company owners have 
been spooked by the whole experience. Opportunities to refinance to 
take care of the company’s working capital and growth plans, but also 
allow shareholders to take meaningful cash off the table, may now be 
attractive to them. Looming changes in CGT will also have an impact.

Mid- to late autumn is set to be difficult. The job retention scheme is 
about to expire, unemployment will rise, and we think the government 
will provide more stimulus – the Bank of England may sanction more 
quantitative easing, and there may be more fiscal measures in the 
autumn Budget. But the chancellor has to guard against a loss of fiscal 
credibility and higher borrowing costs.

What we don’t think will happen is a widespread squeeze in public 
spending, but there may be limited tax increases. Given everything that’s 
been done to protect companies, it might not seem unreasonable to ask 
for a greater corporation tax contribution in return.

INNOVATION & SUSTAINABLE RECOVERY




