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“The software infrastructure transformation from
traditional on-premise solutions to cloud has created
opportunities for new innovative players in the enterprise
SaaS industry. The M&A market has been very active
in the last few years, as M&A has become a vital part
of the strategy for larger SaaS companies in order to
stay competitive. The rapidly growing industry has also
attracted a lot of interest from financial investors.”
ALPO LUOSTARINEN
ENTERPRISE SAAS SPECIALIST
OAKLINS

M AR K E T OV E RVIEW
The SaaS sector will be one of the hottest M&A
sectors in 2020. The number of M&A deals in the
space has more than doubled in the last four years,
and reached an all-time high in 2019. In Q3 2019, a
new quarterly record was set with 326 transactions.
The SaaS sector is experiencing a strong wave
of consolidation, and acquisitions in the market
aim to boost growth, obtain new technologies to
complement existing, and acquire suitable talent.
Valuations of SaaS businesses are expected to
remain extremely high in 2020, median M&A EV/
Revenue multiples having reached 4.9x in Q4 2019.
(CONTINUED ON NEXT PAGE)
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Market overview
GIANTS CONTROL THE HORIZONTAL SPACE THROUGH ACQUISITIONS
The SaaS market is almost oligopolistic
in nature — the larger businesses are
very strong in their own areas and they
constantly acquire smaller companies to
boost their product portfolio. Scaling a
small business against the larger SaaS
players is very difficult and consumes
a lot of resources, which is why many
such companies prefer to be acquired.
Juggernauts in the horizontal space,
such as Salesforce, are acquiring an
increasing number of newcomers.
Staying specialized in order to achieve
scalability can be the best option for
smaller companies that want to sustain
competitiveness.

Niche vertical SaaS businesses escape
consolidation wave
Recently, many interesting niche
players have emerged with unique
SaaS products that are solving specific
problems for their customers, making
these companies relevant through
differentiation based on vertical market
expertise. While strategic buyers are
continuing to consolidate the market

with horizontal deals, the M&A trend
follows financial buyers racing towards
typically highly profitable vertical SaaS
businesses.
Companies developing vertical SaaS
solutions are better positioned to
scale compared to horizontal SaaS
companies, and the solutions can often
provide substantially more benefits to
clients than horizontal SaaS. A greater
ability to adapt to industry nuances
with pre-defined metrics, KPIs and
analytics provide businesses with
the capability to assess and address
daily and long-term processes and
performance. Vertical SaaS can provide
significant value for clients especially in
industries with strict legislation, unusual
production cycles and other specific
requirements in the industry.

Large players look to grow through
consolidation
Together, the top five SaaS players
account for 51% of total SaaS market
revenue, while the top 15 account
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for over 77% (a market is generally
considered to be an oligopoly if the top
five firms account for a share of more
than 60%, and a competitive market if
the top five account for less than 50%).
All the top companies are growing at
over 20% a year.
These large players have also been
very active in the M&A market trying to
expand their market share and product
portfolio. The key strategy with strong
consolidation is not only to increase
market share, but also to diversify the
SaaS offering so that larger players
can serve all of their clients’ needs.
Large corporations, such as Salesforce
and Microsoft, are looking to acquire
smaller horizontal players to cover as
many tasks as possible with their SaaS
solution portfolio.

Recently, the giants have also
turned towards acquiring
smaller vertical players to be
able to answer the specific
needs of certain sectors.
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Spotlight:
RELEX
In February 2019, RELEX Solutions
received a US$200 million minority
investment in the company from TCV
— one of the largest growth equity
investors in the technology industry
with portfolio companies including
Airbnb, Netflix and Spotify, to name
a few. RELEX Solutions is a leading
Finland-based SaaS provider of retail
optimization software. Its cutting-edge
technology delivers pragmatic AI across
all retail functions — optimizing demand
forecasting, supply chain management,
workforce, space, promotions and
markdowns — at retail scale.
Prior to its investment, TCV had
followed RELEX for some time and
been in contact with the company
before the investment in the spring of
2019. TCV’s investment approach is to
analyze attractive industry sectors with
a strong tailwind, and to further identify
companies with the potential to become
market leaders in these sectors.

In preparation for approaching RELEX,
TCV carried out thorough market
research and conducted interviews with
several of RELEX’s clients, employees
and competitors. Although RELEX talked
to several potential investors, ultimately
TCV’s deep technological expertise
and thorough analysis of the company
and its market ahead of contacting the
company, combined with a shared future
vision for the company, made TCV the
most attractive partner for RELEX.
The founders of RELEX, Johanna
Småros, Mikko Kärkkäinen and Michael
Falck, are committed to developing the
company in the long run. It has already
gained a strong market position in
Europe and seen great early traction
in the USA, while the strategic focus is
gradually shifting towards North America
and Asia. Their objective is to build
RELEX into a global market leader in
retail optimization within the next five
years.
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Q&A
In February 2019, RELEX received one
of the largest growth equity investments
in Finnish history from the US
investment firm TCV. How does RELEX
aim to continue its exceptional growth
story and become a global market
leader?
The investment from TCV was aimed
at further fueling our growth both by
enabling more aggressive geographical
expansion as well as through further
investment in R&D. We believe that our
future success will be based on the
same key tenets that have enabled our
growth to date: 1) an obsession with
customer success, which translates into
successful implementations and quick
time-to-money for our clients;
2) a dedication to technological
innovation and product excellence,
demonstrated by our leading-edge
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AI and data-processing capabilities;
and 3) a deep understanding of our
customer base both in the company
and productized into our offering.

An increasing number of new small
SaaS providers are entering the market,
while large incumbent players are
actively consolidating the market.
Do you see the overall SaaS market
integrating in the future?
I think consolidation will continue in the
enterprise software space at least in the
foreseeable future. One reason is that
incumbents need new technology to
stay in the game and have the money
to buy it. Another reason is that not
all smaller SaaS companies have the
skills or resources required to build out
the scalability, reliability and security
required by the biggest potential clients
in their industries.

RELEX has recently acquired Zenopt
and Galleria RTS. How did RELEX
benefit from the acquisitions? What
characteristics does RELEX seek from
future acquisitions?
The acquisition of Zenopt was
done to take us closer to our vision
of unified retail optimization. The
AI-driven workforce optimization
solution is a perfect companion to our
demand forecasting and supply chain
optimization. By seamless integration
of these solutions into our Living
Retail Platform, we allow retailers to
make use of our unique demand and
inventory forecasting capabilities to
more accurately plan work shifts in their
retail operations, while at the same time
giving them visibility about how supply
chain decisions, such as changes in
replenishment schedules, will impact
their future workforce needs.

The acquisition of Zenopt as well as the
earlier acquisition of Galleria RTS, best
known for their retail space optimization
capabilities, both reflect our vision
for transforming retail through unified
retail optimization, i.e. cross-functional
optimization of all core retail planning
processes.
Based on these past acquisitions, it
does not seem too far-fetched that a
similar further expansion of our retail
optimization footprint could happen in
the future.

Corporate Social Responsibility is
becoming an industry standard for most
companies. How does RELEX aim to
stand out from the crowd?
One of the tangible results that we help
our clients with is reduced food waste in
grocery stores, distribution centers and
manufacturing through more optimized
demand forecasts and inventories. Our
impact amounts to millions of kilograms
of avoided food waste per year. Being
able to create this kind of positive change
is, of course, highly motivating for both
our own staff as well as our clients. We
are constantly investigating ways of
further optimizing retail both for increased
sustainability as well as profitability.

What are the key elements in attracting
the world's best technology talents in
the 2020s?

JOHANNA SMÅROS
CMO & Co-founder
RELEX Solutions
Helsinki, Finland

You were awarded a Veuve Clicquot
Business Woman Award in 2017. How
do you think more talented women
could be interested in founding and
developing successful technology
companies?
As we are seeing more women working
in technology, I’m optimistic that this
will turn into a more balanced mix of
founders over time. As there are a lot
of ingrained biases in society, not just
related to gender but also ethnicity,
age, etc., change is bound to take time.
Hopefully, however, this can be an
accelerating process, as role models
and examples are likely to make this
avenue look accessible to more and
more people.

It’s not only about attracting talent but
also very much about retaining talent. To
do this, we need to be a great place to
work. This encompasses a friendly yet
ambitious work culture, good work-life
balance, interesting assignments, and
opportunities to develop professionally.
In addition, we are seeing an increasing
emphasis on doing something that
not only pays the bills but offers some
deeper meaning, and the ability to have
a positive impact on food waste is clearly
motivating to many of our employees.
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Recent M&A activity
A selection of private transactions in the Enterprise SaaS sector

Date

Target

Country

Target description

Bidder

Country

Valuation
EV (US$m)

EV/
Rev

EV/
EBITDA

Jan-20

Gastrofix develops cloudbased point-of-sale (POS)
Apple iPad, iPod and iPhone
solutions

113.4

10.1

N/A

Dec-19

P&I offers a one-of-akind, revolutionary HR
system which improves all
processes of modern human
resources management on a
sustained basis

2,000.0

15.1

32.1

Dec-19

VersaPay Corporation,
a financial technology
company, provides cloudbased accounts receivable
automation software
and integrated payment
solutions

90.2

17.1

N/A

Nov-19

Carbonite Inc provides
backup, disaster recovery,
high availability and
workload migration
technology solutions

1,264.6

3.4

35.0

Nov-19

Buildium develops online
property management
software for small
businesses

523.9

11.6

N/A

Oct-19

Astea International
Inc. develops, markets
and supports service
management software
solutions

69.3

2.9

N/A

Sep-19

Ecomdash produces a
cloud-based inventory
management system

8.7

6.0

N/A

Sep-19

StatPro Group develops,
markets and distributes
software, data soutions and
related services to the asset
management industry

217.7

3.4

28.1
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Rec en t M & A a c t i v i t y

Date

Target

Country

Target description

Bidder

Country

Valuation
EV (US$m)

EV/
Rev

EV/
EBITDA

Sep-19

MAM Software Group
provides software,
information and e-commerce
and related services to
businesses engaged in the
automotive aftermarket

139.8

4.1

28.0

Sep-19

Bromium provides endpoint
security SaaS for businesses

45.0

2.3

N/A

Sep-19

LSTC provides
engineering simulation
SaaS for businesses and
governments globally, with a
focus on the automobile and
transportation sector

775.0

N/A

N/A

Aug-19

SignalFX provides realtime cloud performance
monitoring SaaS

1,050.0

21.0

N/A

Aug-19

Pivotal Software provides
a cloud-native application
platform and related
services

2,801.7

4.3

N/A

Aug-19

Carbon Black provides
endpoint and server security
SaaS, including features
for antivirus, risk and
compliance, malware, and
UI/visualizations to enhance
user interfaces

2,053.0

8.9

N/A

Aug-19

ClickSoftware provides field
service management SaaS
focusing on workforce
management, mobile
workforce management, and
service optimization

1,350.0

N/A

N/A

Aug-19

Spotfront provides
automated e-commerce
product marketing SaaS to
online retailers and brands

60.0

10.0

N/A
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Public company valuations
Next 12 months EV/Revenue has grown steadily and remains significantly above a five-year average.
NTM EV/Revenue
20.0x
18.0x
16.0x
14.0x
12.0x
10.0x
8.0x
6.0x
4.0x
2.0x
0.0x
Feb-15

Aug-15

Feb-16

Aug-16

Feb-17

Interquartile range

Aug-17

Feb-18

Median

Aug-18

Feb-19

Aug-19

Feb-20

Average of period median

Source: CapitalIQ

Peer group comprises selected publicly traded enterprise SaaS companies

EBITDA-%

EV/Revenue

EV/EBITDA

P/E

Company

FY2020

FY2020 FY2021 FY2022

FY2020 FY2021 FY2022

FY2020 FY2021 FY2022

Average

15.3%

10.0x

8.2x

6.5x

27.9x

22.9x

19.1x

27.7x

28.6x

36.0x

Median

14.5%

9.1x

7.8x

6.2x

27.1x

23.9x

19.7x

31.1x

29.9x

42.8x

Source: CapitalIQ

“Strong consolidation activities from large SaaS players, as well as tremendous global interest from
financial investors, has led to high recent valuations for SaaS companies. Due to the growth and strict
competition in the market, we expect these trends to continue in the upcoming quarters.”
ALPO LUOSTARINEN
ENTERPRISE SAAS SPECIALIST
OAKLINS
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Recent transactions
A selection of recent Enterprise SaaS transactions

Finland's largest digital
marketing software provider
finds a new majority owner
Oaklins’ team in Finland acted
as the exclusive financial
advisor to the shareholders
of Liana Technologies in the
sale of a majority stake in
the company to Ilkka-Yhtymä
Group.

Visto has been sold to Zeta
Global
One of Oaklins' TMT teams
in New York acted as the
exclusive M&A advisor to
Visto on its sale to Zeta
Global.

LeadDesk plc has sold
Leadventure Ltd. to Juuri
Partners and Leadventure's
management team

GARAIO AG has sold a
minority stake in GARAIO
REM AG to Schweizerische
Mobiliar

Datassential has received
a significant growth
investment from Spectrum
Equity

Oaklins' team in Finland
advised LeadDesk plc in
the process of divesting its
subsidiary Leadventure Ltd.

Oaklins' team in Switzerland
advised and supported
GARAIO AG in the preparation
of the business case and the
subsequent negotiations with
Schweizerische Mobiliar.

Oaklins' team in Los Angeles
advised the seller in
acquiring a significant growth
investment from Spectrum
Equity, a leading growth
equity firm investing in the
information economy.

Ardian has acquired a
minority stake in Eloquant
S.A.

LeadDesk Oyj has completed
an IPO on NASDAQ First
North Finland

eBuilder Travel has been
divested to MobileXpense

Oaklins' team in France
advised the seller in the
acquisition of a minority
stake in Eloquant S.A. as part
of an owner buy-out (OBO)
alongside its existing investors
and management.

Oaklins' team in Finland
acted as financial advisor to
LeadDesk Oyj in the course of
its IPO on NASDAQ First North
Finland.
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Oaklins acted as financial
advisor to the owners of
eBuilder Travel, a Swedish
leader in travel and expense
management, in the
divestment to MobileXpense.
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A bou t O a k l i n s

Deep local roots,
global commitment
Oaklins brings you opportunities from across the world and
we meet you with our expertise wherever you are

OAKLINS OFFERS A
COMPREHENSIVE RANGE
OF SERVICES
ͽͽ

M&A advisory (buy- and sell-side)

ͽͽ

Growth equity and equity capital
markets advisory

ͽͽ

Debt advisory

ͽͽ

Corporate finance services

Enterprise SaaS is one of our focus
areas. Combining comprehensive
sector knowledge with global
execution has led Oaklins to become
one of the most experienced M&A
advisors in the enterprise SaaS
sector, with a large network of
relevant market players worldwide.
This results in the best possible
merger, acquisition and divestment
opportunities for enterprise SaaS
companies.

ALPO LUOSTARINEN
Associate Director
Finland
T: +358 50 9113507

Alpo leads Oaklins’ enterprise SaaS team. He is also an associate
director of our Oaklins’ team in Finland. As part of his sector focus,
he continuously follows developments and maintains regular contact
with the key players. Consequently, he has a deep understanding of
the market dynamics and value drivers within the enterprise SaaS
industry. Alpo has advised several clients in the sector, most recently
Admicom Oyj, a provider of SaaS ERP systems for SMEs, in its IPO on
Nasdaq First North Growth Market, and continues to act as a Certified
Advisor to the company with regards to the trading of its shares.

If mergers, acquisitions, or divestitures
of businesses or business units
are part of your strategy, we would
welcome the opportunity to exchange
ideas with you.

Oaklins is the world’s most experienced mid-market M&A
advisor, with over 850 professionals globally and dedicated
industry teams in more than 45 countries. We have closed
1,700
transactions in the past five years.
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Oaklins disclaimer
This report is provided for information purposes only. Oaklins and its member firms make no guarantee, representation or
warranty of any kind regarding the timeliness, accuracy or completeness of its content. This report is not intended to convey
investment advice or solicit investments of any kind whatsoever. No investment decisions should be taken based on the contents
and views expressed herein. Oaklins and its member firms shall not be responsible for any loss sustained by any person who
relies on this publication.
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Oaklins is the collective trade name of independent member firms affiliated with Oaklins International Inc.
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