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Q3 2013 Technology Review and Outlook

u GROWTH AND 
CONSOLIDATION IN THE 
TECHNOLOGY SECTOR
The global technology sector is evolving 
as several verticals are merging, driving 
consolidation and experiencing rapid growth. 
Specifically, mobile commerce, Big Data 
software, security and Software-as-a-Service 
(SaaS) applications are driving M&A activity 
as both buyers and consumers are becoming 
more reliant on these applications to adapt 
to changing technologies. This activity is 

reflected in the third quarter of 2013 where 
we’ve seen a marked increase in transaction 
value despite a marginal dip in transaction 
volume.

Transaction multiples also reflect buyers’ 
willingness to pay premiums for well 
positioned niche players that can extend 
product offerings and secure market positions. 
At the end of Q3 2013, transaction multiples 
increased to 10.7x over the 10.0x multiple at 
the end of 2012. The increase puts YTD 2013 
slightly ahead of the 12-year average of 10.6x. 
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FIGURE 1: Technology M&A Market Overview 

Source: S&P Capital IQ

uRead more
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As of 2012, there are over 2.5 quintillion bytes of data created throughout the world every 
day, and that number is only growing as the technology sector continues to see expanded 
growth potential. 

u DEMAND FOR BIG DATA 
SOFTWARE
As of 2012, there are over 2.5 quintillion 
bytes of data created throughout the world 
every day, and that number is only growing 
as the technology sector continues to see 
expanded growth potential. According to 
IBM, approximately 90 percent of the world’s 
data has been gathered over the past two 
years. As a result there is a high demand for 
critical software that is used to analyze this 
data. CSC, an IT consultancy with a strong 
foothold in Big Data, has made several 
investments in cybersecurity, cloud and Big 
Data, opportunistically acquiring varying 
sized businesses to extend and penetrate its 
market position, while extending services to 
its customer base. Most recently CSC acquired 
Infochimps, a developer of cloud-based Big 
Data analysis software which is used to slice 
and dice enterprise data. 

u CYBERSECURITY REMAINS 
ACTIVE
As the technology industry continues to 
grow, crime activity within it is amplified as 
well. Thus, the need for cybersecurity is also 
steadily rising for companies, government 
entities and citizens all of whom are at risk 
of having their information hacked. New 
cybersecurity products that provide unique 
services have become more popular among 
IT corporations, allowing for increased deal 
activity in the niche industry. Recently, Cisco 
acquired Sourcefire, a leader in advanced 
intrusion prevention and network attack 
prevention solutions, in order to extend 
customers a comprehensive threat protection 
portfolio as well as a broad set of enforcement 
and remediation options. Similarly, Trusteer, a 
leading provider of software that helps protect 
organizations against fraud and advanced 
security threats, has been acquired by IBM. 
The acquisition will expand IBM’s data security 

capabilities further into the cloud, mobile and 
endpoint security space, providing customers 
with comprehensive network and endpoint 
anti-malware solutions. 

u FROM E-COMMERCE TO 
M-COMMERCE
Migration to mobile apps by consumers has 
buyers seeking basic mobile competency to 
address security and ease of execution. As 
a result companies involved in the creation 
of new software for e-commerce platforms 
are garnering significant interest from the 
buying community. As consumers continue 
to adopt the use of smartphones to execute 
daily transactions, demand for new payment 
technologies is exceeding available solutions 
in the marketplace. PayPal recently acquired 
the e-commerce company Braintree, which 
develops payment gateway software, 
including vault storage and recurring billing 
services. This comes on the heels of Braintree’s 
own acquisition of Venmo, a startup that 
provides software for payments on mobile 

devices. These deals highlight companies’ 
interests in making acquisitions that better 
facilitate and secure mobile payments. For 
2013, M&A volume is on pace to reach 348 
transactions, an increase over 2012’s 235 
transactions, making up more than 15 percent 
of all software M&A transactions. 

u SaaS SECTOR SEEING 
ASTRONOMICAL GROWTH 
WITH CLOUD TECHNOLOGY 
RAPIDLY EXPANDING
SaaS is being used more commonly in many 
organizations today. Companies have been 
shedding their on-site IT departments, as 
over 74 percent of domestic corporations 
now use cloud-based technology. Although 
representing only 5 percent of total software 
revenues in 2011, SaaS is expected to grow to 
24 percent of total software revenues by 2016. 
Additionally, Platform as a Service (PaaS) has 
also seen an increase in sales, and is expected 
to be 41 percent of cloud-based software 
revenues through 2016. 

FIGURE 2: Average EV/EBITDA Multiples
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Also, inexpensive applications for 
smartphones, increased usage of social 
media and accessibility to cloud technology 
have led the shift toward SaaS being more 
consumer-centric and using a B2C business 
model. Software companies have begun to 
offer free software application downloads 
in order to look more attractive to potential 
strategic software firms. When downloads 
increase, a new version of the application is 
released and it will be considered a success if it 
enhances brand equity and secures consumer 
loyalty. As shown below, interest in SaaS-
based companies is evidenced by the leading 
multiple of 4.1x LTM revenue, closely followed 
by Internet and digital media companies. 

FIGURE 3: LTM M&A Volume and Revenue Multiples 

Source: S&P Capital IQ; represents North American activity 
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Precedent Transaction Multiples 
USD millions

Date 
Announced Acquirer(s) Target Target Description

Enterprise 
Value ($M)

EV/ 
Revenue

EV/ 
EBITDA

Oct-13 American CyberSystems, 
Inc.

Analysts 
International 
Corp.

Provides IT staffing and services including custom 
application and system integration solutions

$33.6 0.3x 24.5x 

Oct-13 E2open, Inc. 
(NASDAQGM: EOPN)

icon-scm AG Provides cloud-based supply chain solutions for 
collaborative planning and execution across global 
trading networks

$33.8 3.4x - 

Oct-13 Cisco Systems, Inc. 
(NASDAQGS: CSCO)

Sourcefire, 
Inc.

Provides cybersecurity technologies worldwide 
including advanced intrusion prevention and network 
attack prevention solutions

$2,193.6 8.9x - 

Oct-13 Huron Consulting Group, 
Inc. (NASDAQGS: HURN)

Blue Stone 
International, 
LLC

Provides Oracle services supporting enterprise 
performance management and business intelligence

$30.0 - - 

9/26/13 
(Announced)

Paypal, Inc. Braintree 
Payment 
Solutions, LLC

Provides credit card payment processing solutions $800.0 - - 

Sep-13 TIBCO Software Inc. 
(NASDAQGS: TIBX)

Extended 
Results, Inc.

Provides technology and personalized business 
intelligence solutions as part of cloud computer 
environments

$21.0 2.9x - 

Sep-13 IBM Corporation (NYSE: 
IBM)

Trusteer, Inc. Provides software to protect organizations against 
fraud and advanced security threats for enterprise, 
web, and mobile based solutions

$900.0 25.7x - 

Aug-13 The Go Daddy Group, Inc. Locu, Inc. Offers a marketing automation software-as-a-service 
(SaaS) platform that enables small businesses to create 
profiles and promote their services

$70.0 - - 

Jul-13 Kofax Plc. Kapow 
Software, Inc.

Offers Big Data integration for managing critical data 
from disparate sources

$47.5 3.0x - 

Jul-13 Kaseya International 
Limited

Zyrion, Inc. Provides business service management, cloud, and IT 
service monitoring software solutions for distributed 
and complex datacenter environments

$50.0 7.1x - 

u Q3 2013 TECH TRANSACTIONS
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ABOUT VALENTINA A. MIDURA

Ms. Midura is the head of BDO Capital Advisors’ Technology 
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as a Director in the investment banking division of Andersen 
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at Andersen’s Boston office she was a key architect of the firm’s 
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sectors including software, hardware and IT services. In addition 
to technology, Ms. Midura specializes in analyzing and processing 
value-enhancing liquidity alternatives for companies across a wide 
range of industries including manufacturing, healthcare, distribution, 
consumer products and business services. Ms. Midura began her 
career with Andersen, LLP, providing global business consulting and 
regulatory advisory services to companies within the public and 
private sectors.

Ms. Midura received her B.S. from the Whittemore School of Business 
at the University of New Hampshire. She is qualified as a General 
Securities Representative and is a Certified Public Accountant. Ms. 
Midura is also a member of the American Institute of Certified Public 
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ABOUT BDO CAPITAL ADVISORS, LLC

BDO Capital Advisors (BDO Capital), LLC is a middle market boutique 
investment bank that focuses on three product areas: mergers and 
acquisitions advisory, corporate finance capital raising, and board 
advisory. Serving a wide range of industries, BDO Capital’s seasoned 
investment bankers have collectively generated approximately 13 
billion dollars of shareholder transaction value and have raised several 
hundred million dollars in capital.

BDO Capital Advisors, LLC is a separate legal entity and is an 
affiliated company of BDO USA, LLP, a Delaware limited liability 
partnership and national professional services firm. Through its 
affiliation with BDO’s international network, BDO Capital has access 
to approximately 1,200 corporate finance professionals domiciled in 
more than 60 countries. BDO Capital is a FINRA/SIPC member with 
four offices located across the U.S. For more information, please visit: 
www.bdocap.com.

ABOUT BDO

BDO is the brand name for BDO USA, LLP, a U.S. professional 
services firm providing assurance, tax, financial advisory and 
consulting services to a wide range of publicly traded and privately 
held companies. For more than 100 years, BDO has provided 
quality service through the active involvement of experienced and 
committed professionals. The firm serves clients through 49 offices 
and over 400 independent alliance firm locations nationwide. As an 
independent Member Firm of BDO International Limited, BDO serves 
multinational clients through a global network of 1,264 offices in 144 
countries.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. 
member of BDO International Limited, a UK company limited 
by guarantee, and forms part of the international BDO network 
of independent member firms. BDO is the brand name for the 
BDO network and for each of the BDO Member Firms. For more 
information, please visit www.bdo.com.  
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