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Private equity bids surge as buyout firms exploit
weaker valuations amid tough UK market
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Private equity firms have been swooping in with offers to buy struggling UK
companies over the past two years as they take advantage of weaker
valuations.
A challenging UK market and an uncertain economic outlook, driven by Brexit
fears, have dragged on the share prices of many London-listed businesses,
making them attractive takeover targets.
The availability of cheap debt to finance deals has also contributed to a surge
of private equity bids.
Last year, private equity firms invested £28.6bn in UK acquisitions, according
to data analysis business Unquote, and just three months into 2019 the market
has already seen a slew of deals.
Private equity bids in 2019
The latest deal announcements came on Monday from British satellite operator
Inmarsat PLC (LON:ISAT) and financial services firm IFG Group PLC
(LON:IFG).
Inmarsat has agreed to be taken over by a consortium led by private equity
firms Apax Partners and Warburg Pincus for US$3.4bn, nine months after
rejecting an offer from US rival EchoStar.
READ: Inmarsat shares rocket higher after agreeing US$3.4bn takeover by
private equity-led consortium
The consortium has exploited the fact that Inmarsat shares had deteriorated
over the past five years following a period of poor performance and amid
concerns that it faces increasing competition from rivals like Elon Musk's
SpaceX and the Richard Branson-backed OneWeb.
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Similarly, IFG shares had lost value over the past year before the company
announced it would be bought by UK private equity firm Epiris for £206mln.
Another private equity bid this year came in the form of a rescue deal for café chain Patisserie Holdings, the parent
company of café chain Patisserie Valerie.
READ: IFG agrees to be taken out by UK private equity firm Epiris in £206mln deal
Last month, Patisserie Holdings was saved from closure by a management buyout backed by Irish-based private equity
firm Causeway Capital Partners. The company, which collapsed into administration in January, was sold for £13mln, a
fraction of the £450mln the group was once worth.
Other private equity bids this year have included Apollo Global Management's collapsed deal to buy plastic packaging
firm RPC Group PLC (LON:RPC) and the cut-price takeover of airline Flybe by Connect Airways, a consortium made up
of US private equity firm Cyrus Capital Partners, Virgin Atlantic and Stobart Group.
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Takeover approaches in 2018
Last year was also a busy year for the industry, with some of the takeover deals including: the acquisition of
biopharmaceutical technology group Abzena by Astro Bidco Ltd, a fund set up by a US private equity house Welsh,
Carson, Anderson & Stowe; the takeover of electronic components maker Laird by US buyout group Advent
International; and Bain Capital's purchase of insurer eSure.
Unsuccessful bids included: Apollo's attempt to buy British train and bus operator FirstGroup PLC (LON:FGP); offers by
private equity firms KKR and L Catterton to take over Asian restaurant chain Wagamama; and CVC's approach to
acquire Kantar, the market research arm of WPP PLC (LON:WPP).
KKR said to be circling Asda
More recently, there has been speculation that private equity firms could soon start circling Walmart Inc's (NYSE:WMT)
Asda after the UK Competition and Markets Authority raised "extensive competition concerns" with the supermarket
chain's proposed £7.3bn merger with rival J Sainsbury PLC (LON:SBRY).
READ: Sainsbury's and Asda suggest selling up to 150 supermarkets to get CMA approval
According to media reports, KKR is understood to be among the private equity firms said to be exploring a bid for Asda.
Sainsbury's and Asda have agreed to sell up to 150 supermarkets and several convenience stores while promising to
cut prices to convince the CMA to approve the deal.
The CMA has until April 30 to publish its final report on the deal.
Further offers on the horizon?
With some struggling sectors presenting opportunities for private equity firms, there could be more bids on the horizon.
Retail, restaurant, construction and outsourcing are among some of the sectors that have suffered recently.
However, investing in UK stocks is risky given that the government is no closer to agreeing a deal for Britain's departure
from the European Union, increasing the likelihood of a disorderly Brexit.
The Bank of England has warned that a no-deal Brexit could cause more damage to the UK economy than the 2008
global financial crisis while a government report has said this scenario could spell big trouble for companies with EU
ties.
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No investment advice
Proactive Investors is a publisher and is not registered with or authorised by the Financial Conduct Authority (FCA). You understand and agree that no content
published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment strategy is suitable or advisable for any
specific person. You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential,
advisability, value or suitability of any particular security, portfolio of securities, transaction, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including company related products,
and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that contributors
may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases where the
position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and agree that
at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price and other
data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such calculations are
guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be selective,
may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
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