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Survey overview and
Private Equity sample




Survey demographics and overview

Background: Acquisition transaction in last three years

* In November 2024, Deloitte surveyed 141 UK private equity 7% ® More than
dealmakers. 0

* Nearly half (45%) of those surveyed were in leadership roles at PE miltole
funds or firms.

* The rest of the survey included investment professionals, deal oto10
teams, portfolio company operations, and value creation teams.

* Over half (60%) of the organisations represented had made six or Hte
more acquisitions in the past three years. .

Title at company
39% Role occupancy at house

33%

Size of your firm's current biggest fund Fund / Firm Leadership _45%
17%
° 31% 30% 27% Investment/Deal team _ 29%

10%
0,
- 1% . . . 10% 2% Portfolio company operations - 13%
I -
CXO level Senior Owner/ Middle Other (please £250 million £500 million £1 billion to £5 billion to £10 billion Value creation team - 10%
management, founder  management  specify) to less than to less than less than £5 less than or more oth | " .
not CXO level £500 million £1 billion billion £10 billion er (please specify) I 3%

Sample size (N=141)



Most PE firms expect the number of deals to increase in the near future

Do you expect the average number of acquisitions that your PE fund closes to increase or decrease over the next three years?

60%

53%

50%

40% 37%

30%

20%

9%

10%

1%
0%
Increase significantly Increase somewhat Stay the same Decrease somewhat

N =141



Value case: key levers




Recently, revenue growth has played an important and critical role in
value creation cases

Of the acquisitions completed in the last three years, what were the most important components of the value creation case?

Revenue growth (organic) _ 52%
Financial restructuring and leverage _ 52%
Cost improvement: supply chain & operations _ 50%
Cost improvements: commercial functions _ 45%
Revenue growth (inorganic further M&A) _ 43%

Tax planning & optimisation | s
Cost improvements: back-office functions _ 33%

Acquisitions did not generally create value I 1%

N =141



In the near future, revenue growth will continue to play a critical role in
value creation cases

Of the acquisitions expected to close in the next three years, what are the most important components of the value creation case?

Cost improvements: commercial functions 50%

Cost improvement: supply chain & operations 50%

Revenue growth (organic) 48%

Financial restructuring and leverage 43%

Revenue growth (inorganic further M&A) 42%

Cost improvements: back-office functions 39%

Tax planning & optimisation 38%

| dont expect future M&A will create value 1%

N =141



PE houses indicate that they will increasingly focus on creating value through
organic revenue growth

To what extent do you agree with the following statement:
More focus on organic revenue growth will be required to deliver returns to LPs (Limited Partners) on current and future assets?

60%
° 55%

50%

40%

30%

21%

18%

20%

10%
4%

1%

0%
Strongly agree Agree Neutral Disagree Strongly disagree

N =141



Difficulty in data driven tracking of organic revenue growth compared to cost
reduction is a primary reason for the lack of focus on organic revenue growth

What are the key reasons your organisation does not focus more on organic growth as a growth driver?

Even when organic growth might be possible we understand that cost
efficiencies are measurable and easier to deliver and track and thus our 52%
focus for value creation

Our acquisition strategy focuses on assets that are operationally

0,
inefficient cost efficiencies become our key growth driver 48%

We do believe it is possible to grow above market but the cost and
effort required might not deliver the return within our investment 30%
window

We believe that in most industries there are limited opportunities to

0,
grow above market 15%

Our operational team lacks the capability to drive organic growth as

. . . . 12%
per our history with cost-driven value creation

N = 33; Includes responded who have marked ‘Strongly disagree’, ‘Disagree’ or ‘Neutral’ in Q14



Implementing
revenue growtn




PE houses and their portfolio companies are successful in delivering planned
revenue growth: 92 per cent of the acquisitions over the last three years were
delivered at least to plan

In the acquisitions completed in the last three years, how did you perform overall against your revenue growth targets?

45%

40% 38% 39%

35%
30%
25%
20%

15%
15%

10%
6%

5%

2%

0%
Significantly exceeded Somewhat exceeded Delivered as per plan  Somewhat under- Significantly under-
delivered delivered

N =141
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Driving revenue growth requires a set of practices: Innovation, pricing and
commercial excellence are cited as top areas to look for and optimise

In an M&A deal, what drivers do you consider as key to achieving revenue growth?

Product and service innovation [ NNNEGNGNGNGNGNEEEE e 7%
Account management & CRM best practices [, 17%
Distribution expansion: access new customers [ 16
Pricing optimisationand bundling [ 159

Geographic expansion 12%
Digital marketing 12%
Cross - selling 6%
Further acquisitions 4%

B R&D driven

B Linked to commercial excellence
[ Revenue growth management

N =141
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Technology is the top contributor to revenue growth

Which of these elements have made a significant contribution to acquisition-related revenue growth over the past three years?

Superior technology enabling strategy execution

Well defined and consistent strategy

L 45%
A%

Excellent capability of the commercial team
Fit-for-growth company operating structure
Early identification and prioritisation of revenue synergies
Sufficient investment supporting the execution of the plan

Engaged senior executive team with growth-driven incentives

Well defined commercial strategies (product | market| customer |
pricing)
Timely customer engagement supported by effective
communications

Disciplined and consistent plan execution
Engaged commercial team backed by proper incentives

Fit-for-purpose commercial processes

N =141

] 39%
3%
L] 36%
T 3%%
T 34%
] 33%
L 33%
] 1%
T 30%
L] 22%
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On the other hand, data is the number one barrier to driving revenue growth

What internal challenges have prevented your organisation realising its growth potential after an acquisition?

Internal data availability & reliability
Lack of agility & focus on the execution

Competing focus vs. cost synergies

29%

28%

27%

Technology platforms are inadequate for achieving anticipated revenue...

Lack of timing to market: long lead-time to execute revenue growth initiatives

Lack of proper communication to customers of the benefits of the value...

Insufficient investment in execution of revenue growth

Inconsistent commercial processes lead to poor customer service post-...

Disconnection between functions was not supportive of revenue growth...

Not appropriate incentives for the commercial teams
Lack of clear and/or changing strategy
Lack of leadership engagement and commitment

N = 141 Disconnected go to market planning and execution

24%
22%
20%
20%
19%
19%
18%
16%
13%
13%

15



The key role of
technology




Technology is a key enabler to map and drive growth, with usage already relevant
and widespread

How often do you use Generative Al to map potential

How often do you use simulation tools to map potential .
revenue growth in the context of M&A deals?

revenue growth in the context of M&A deals?

50%
60% 41%
50% 40% =
40% 30% = 24%
30% 23% 21% 0% ==
20% = = =
= = 10% =e 4%
0, mI—=n === e
10% == =S =S 1% 1% =S = ’
0% — == = _— 0% —_— | = | =
Always Frequently Occasionally Rarely Not at all Frequently Occasionally Rarely Not at all
How significant are digital transformation technologies in
enabling revenue growth in M&A deals?
40%
35%
30%
25%
20%
15%
10%
5% 1%
0% —
Extremely Very Moderately Slightly Not at all

N =141
significant significant significant significant significant



Service automation, process automation and CRM are fundamental value enablers
for most PE houses

To what extent does your portfolio companies consider these technologies as a value creation tools?

Service automation 33% 48% 14% 4%|

Manufacturing & Operations automations 18% 5%I
ERP (Enterprise Resource Planning) 26% 2°/I

CRM (Customer Relationship Management) 41% 38% 15% 6%

N =141 mAlways M Frequently m Occasionally mRarely mNotatall
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Gen Al is creating opportunity to add value from both revenue and cost
efficiency perspectives

In which areas of the business do you see Al & Generative Al In which areas of the business do you see Al & Gen Al adding
adding the most value from an organic growth perspective? the most value from a cost efficiency perspective?
Marketing = 55y Marketing effectiveness [ 5oy,

Commercial teams (Marketing and Sales) [ 430
A%

Working capital management (accounts
- 3%
Customer service [ 49% payable] receivables)

Logistics & transportation [ 3904
Revenue growth management [ 48%
Procurement [T 33%

Product innovation

Sales [ AT% Back-office (Finance| HR| Technology) T 32%
Pricing [ 33% Gross to net (discounts| rebates| etc) — | 28%
| dont see Generative Al adding value 7w Manufacturing T 25%
0

from an organic growth perspective . .
& & Persp | dont see Generative Al adding value from a W v
0

Other (please specify) | o cost efficiency perspective
I 0

N =141
19



The capacity of the IT department is still considered the main barrier to execution

What are the biggest barriers for your portfolio companies to use technology as a value creation tool?

Technology team capabilty & capacity [ ] e

Organisational and personal incentives 35%

Change management 35%

Technology implementation is not aligned to strategic

|mperat|ves
Leadershp engagement [ 33

28%

Functional teams capability & capacity

Other (please specify) I 1%

N =141



Contact

If you would like to get in touch to find out more, please contact:

Lynsey Stockbridge
PE Marketing Lead
Istockbridge@deloitte.co.uk
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