Corbett Keeling

This is the Q1 10 instalment of CorbettY S S f rewesks Oriithe
state of Engineering mergers and acquisitions in Britain. The
review mainly uses data and charts from Experian Corpfin, a
source that has been compiling data on acquisitions and sales
of companies since the 1990s, whilst analysis is provided by
Simon Keeling, joint chairman of Corbett Keeling Ltd. Corbett
Keeling is a corporate finance boutique that was set up in
1993, specialising in advising management buy-outs and exits
from businesses. The company has particular expertise in the

engineering sector.
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during each of the quarters over the past six years.

The graphs are divided between deals where
the consideration paid for target companies is
greater than £40m and those where it is
lower than £40m. The data is only for
transactions where the value is publicly
disclosed and either the acquiring or the
selling business is British based.

One might have expected Q1 2010 to witness
an upturn in both the number and value of
engineering deals completed as Britain
emerges from the recession and economic
confidence ever so slightly returns. The

worth more than £40m occurred, in the form
of ' a9/ €am acquisition of Entec
Holdings, an environmental engineering
consultancy business. Consequently Q1 10
saw just 10% of the aggregate value and 25%
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The charts above show engineering sector deal activity divided into transactions with value above and below £40m. In each case deals are only
included when they are completed in the period where the amount paid has been publicly disclosed and the buyer, seller or business raising funds

has operations in GB. SourceExperianCorpfin

of the volume of larger scale deals compared to Q4 09.
Smaller deals (<£40m) showed more resilience, with both Q1 10 and Q4 09 witnessing 11 deals and values of just under £130m in
each quarter. Whilst there was no drop in activity, this was not the sharp increase that market participants would have hoped for.

It is clear that the optimism in Q4 09 for large scale engineering M&A deals did not continue into Q1 10, but smaller scale activity
did come through into the new year. With the results of the general election and the euro debt crisis playing out, Q2 10 deal volume
and value will demonstrate whether confidence and demand levels are increasing, or if stagnation, or worse, is looming.
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Expert Engineering sector opinions in Q1 2010 painted a
nuanced and conflicting picture of the & S O (AN &

On the one hand, there were signs of a strong recovery at the
beginning of this year, and both the size and growth rate of
manufacturing exports and output are at a height not seen in the
past 16 years. Rob Dobson, an economist at Markit, reported
that manufacturers had seen a flying start to 2010, & & AtheK
weak pound boosting export 3 NP & Th& sector grew by 2%
during the first three months of the year, and as such is well
placed to make a big impact on . NJ UGDRpgrarnance in Q2.

However this view is tempered by / 2 N&lzéf®@xecutive, Kirby
Adams, who believes that & (i Kdications of growth are so weak
that it could take us 20 years to get out of this recession
properly, unless we find some way to promote real economic
SELI yaA2yé

To add to complications, raw material prices rose during the
quarter at the fastest rate since August 2008, and this will do
little to aid any engineering recovery. This combination of a wait-
and-see outlook and rising material prices helps explain why Q1
10 deal volume and value did not make progress on the back of
the optimism of Q4 09, and, as a result of PIGS
(Portugal/Italy/Greece/Spain) debt problems, Q2 may also
struggle in a similar fashion.

Simon Keeling ¢ April 2010




