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social, search, content, commerce, and sales technology, data management and
analytics. Those acquired businesses we then classified into eleven CRM-related
categories to ascertain the scale of those sub-sectors, and the value being placed
upon them by strategic acquirers and financial investors.

We found that median M&A valuations for CRM-related businesses have been
rising since 2016 and even continued to increase through a turbulent 2020.
Financial investors continue to spar with an expanding group of consumer-
facing acquirers, looking to utilise sophisticated, data-backed marketing
solutions to attract new customers and enhance their experience.

Our analysis also shows that those marketing technology-related companies
that offer more sophisticated services, are more likely to achieve sought-after
higher valuations. Key among these is the efficient utilisation, analysis and
interpretation of data and social marketing. The next few pages provide a bit
more granularity on the specific CRM-related components that have been of
most interest to acquiring investors over the last few years.

“Datais a precious thing and will last |onger than the

systems themselves.”

Tim Berners-Lee
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The terminology used to describe modern CRM functions is extremely loose but
what is clear is that companies possessing more advanced data analytics and

o social marketing capabilities are highly valued by forward thinking strategic
, o businesses and financial investors.

Average number of M&A events Share of all martech-related M&A
each year, since 2012, involving acquired by Financial Investors in
companies with CRM-related 2020, up from 9% in 2012
capabilities

On the following pages we examine some of the drivers contributing to the rising
M&A valuations offered for companies delivering leading CRM capabilities:

Ongoing Scarcity - continuing scarcity of CRM companies coming up for
sale, particularly of quality assets with well-defined, differentiated services and
accomplished talent that can help drive sales and create value.

I 3 /O 1 5 o 5x Valuing Data - growing recognition that more advanced data analytics is

essential to the next horizon in CRM in the pursuit of sales growth and improved

of the CRM-related deals since Median EBITDA purchase price
2012 included some form of multiple paid for CRM-related
data management, analytics or companies with advanced data
interpretation analytics capabilities since 2012

customer experience. In parallel, so too is the requirement for adequate privacy
and data security.

Growing Field of Interested Investors - strategic tech, financial investors and
particularly consumer-facing strategic investors are increasingly seeking to invest

into martech and data-related companies. Private equity investors have also
awakened to the potential for significant financial return.

The beginnings of modern CRM platforms were in the late 1980s and early 1990s.
The entry of Enterprise Resource Planning (ERP) companies, and their inclusion
of CRM applications to their offerings, made for a highly competitive market over Web /
the next two decades and the rapid development of more sophisticated CRM Video
products. Salesforce, for example, added its Service Cloud offering in 2009, which

PANAMOURE'S (SELECT) MODERN CUSTOMER RELATIONSHIP LANDSCAPE
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M&A VALUATIONS ACROSS THE
BROAD CRM-RELATED SECTORS

INCREASED TO ALMOST 14X EBITDA
IN 2020

2012 2013 2014 2015 2016 2017 2018 2019

Source: Capital IQ —@— Strategic Investors —8-Financial Investors

2 MEDIAN M&A MULTIPLES PAID FOR CRM-RELATED COMPANIES BY
STRATEGIC AND FINANCIAL INVESTORS - 2012 TO 2020
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Driver 1: Ongoing Scarcity
GLOBAL M&A TRANSACTION
VOLUME INVOLVING CRM-RELATED
BUSINESSES FELL 19% IN 2020 BUT

JUST 11% IN THE UK

Global
number of
ME&A deals

2,076 2,051
e £0S 1,728
204

419 408
1,401
357 181

334 369
237

322
279

2012 2013 2014 2015 2016 2017 2018 2019
Il North America [l Asia-Pacific [l Europe [ UK.

Source: Capital IQ

3 VOLUME OF CUSTOMER RELATIONSHIP M&A ACTIVITY BY REGION - 2012 TO 2020
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Driver 2: Valuing Data

T H E EXT E N S IVE M I x o F The CRM and related services M&A market is considerable but reduced from the
peak of activity recorded between 2014 and 2016.
SUPPORTING SERVICES OFFERED
- Figure 4 depicts the broad mix of services offered by martech and CRM-related
BY C RM FI RMS IS LE D BY DATA companies acquired during 2020. In addition to less well-defined martech-related
activities, data and analytics, content, search and performance measurement are
R E LAT E D F U N CT I o N S the most frequently described functional services described by CRM-related target

companies.

Legacy adtech and CRM businesses have experienced the greatest squeeze on M&A
activity since 2012. They have declined as a proportion of the whole martech-related
M&A arena, down to just 21% in 2020, from a peak of 33% in 2012.

5% of all target companies offered advanced data analytics services. This is just
Content 12% of all companies describing some form of data management. Most target
Adtech companies continue to offer relatively undeveloped services like data capture,

." storage or processing.
‘ Brid
Y

Search / Companies with social marketing services are even more scarce with just 15%
Data

/. . tics Performance of acquired business describing some form of basic service and just 2% offering
i something more advanced.
‘éurity
CDP, DMP
+other Commerce Companies with highly valued services remain in short supply and that scarcity is
Martech

contributing to the overall rise in M&A valuations.

Data
Services

Source: Capital 1Q

SERVICE OFFERINGS OF ACQUIRED CRM-RELATED COMPANIES IN 2020
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DATA ANALYTICS AND SOCIAL
MARKETING COMPANIES ARE
ATTRACTING THE HIGHEST

CRM-RELATED M&A VALUATIONS

Advanced
Social
16x Marketing

3
Median M&A Data . L]

EBITDA Analytics
15x Multiples

14x

Search /
Performance

13x
Social
Data "
Security Marketing
12x CDP, DMP ‘
Other
advanced
@ Martech
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Content Data
TIx Services

Legacy
CRM

10x

Source: Capital I Relative Sophistication

5 CRM-RELATED BUSINESS FUNCTIONS MEDIAN M&A VALUATIONS - 2012 TO 2020
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TECH-FOCUSED AND TRADE
BUYERS HAVE BEEN THE MOST
ACTIVE ACQUIRERS OF CRM-
RELATED COMPANIES SINCE 2018

2019 & 2020

Strategy Consultancies Commerce-Related
Media-Related ‘

Marcoms Investors 3%
Y Strategic Technology Investors
IT Consultancies .. &
3 | %

Financial Investors

Other Strategic
Source: Capital IQ Investors

6 CHANGING SHARE OF GLOBAL CRM-RELATED M&A INVESTOR TYPES - 2012 to 2020

14 »p»»

> > h



INSIGHTS ARTICLE DIGITAL TRANSFORMATION

>

(Data Management Platform)

ABBREVIATIONS AND DEFINITIONS

>

Customer Data Platform
b CRM ( )

(Customer Relationship Management)

Technology used to efficiently manage interactions with existing and potential

customers. A CRM system helps organisations build customer relationships and

streamline processes so they can increase sales, improve customer service, and

increase profitability. For the purposes of this paper, CRM is used as a catch-all >

term to describe early CRM applications and later, more advanced versions. (Digital Experience Platform)

ERP
(Enterprise Resource Planning)

Platforms used by companies to manage and integrate operational parts

of the business. They permit companies to implement resource planning by

integrating essential, but otherwise distinct processes, needed to run companies

efficiently, with a single system. An ERP software system can integrate planning, >

procurement, sales, CRM, finance, human resources, reporting and governance (Digital Asset Management)
functions.
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existing client data, which can often be considerable but sadly under utilised.
What is certain, however, is that any company with ambitions of growth in
increasingly digital and competitive arenas, populated by more demanding
existing and potential customers, will struggle to meet those growth ambitions
without an appropriate CRM function.

If your business in need of a CRM platform, an upgrade or advanced data
analytics capability to launch you on to the next wave of your growth strategy,
please do get in touch so that we can go over some of the insights we have
shared with many of our clients who have successfully transformed their ways of
working utilising just such technologies.
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BARRY DUNCAN SIMON FARRELL

Head of Consulting Partner, Business & Technology Change
barry.duncan@panamoure.com simon.farrell@panamoure.com

Barry is a CTO/CIO accustomed to With over 15 years' experience in
working with private equity funds to Programme Management, Simon
deliver ROI through a reduction in the delivers major business transformation,
TCO of IT, Cloud migrations, bespoke IT infrastructure and application
software development and delivering development projects to high levels of
efficiencies which help SMEs grow into customer satisfaction.

larger organisations.
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