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Letter from the editors

T he strong M&A market continued in the
Nordics in Q2, both within software and

IT services. Within software the deal volume in a
quarter reached new heights, with 70 deals being
announced. The high M&A pricing levels within
software also continued in Q2, albeit slightly
lower than LTM as per end of Q1-21, with a
median EV/Sales multiple of ~4.5x for the last
twelve months as per end of Q2 compared to ~5x
at end of Q1.

Next twelve months (NTM) software trading
multiples have declined from previous record
high levels at ~18x EV/Sales, to 14x EV/Sales for
the Deloitte Global index and 12x EV/Sales for the
Deloitte Nordic index. However, valuations have
rebounded somewhat from Q1 lows, on the back
of strong quarterly results and uplift in forward
estimates during Q2.

The Nordic IT services market had a record
quarter in terms of deal volume in Q2-21 with 35
MR&A transactions. The total number of M&A
transactions as of end of June-21 is now 54, only
one less than the total M&A transaction volume
within this sector in 2020. The attractive M&A
pricing levels within IT services continued in Q2-
21 with a median EV/EBITDA multiple of 10x for
the last twelve months.
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Looking at the investor base, we see that
international buyers continue to show interest in
Nordic software companies also in Q2,
completing 47% of the transactions. The IT
services market is dominated by Nordic
investors, completing 91% of the transactions.

The Q2-2021 report reflects transactions
involving a Nordic target registered by
Mergermarket, as well as our transaction
experience and insights.
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Software

Another record quarter for transaction volume in the Nordic software
The global SaaS index traded at approx. 14x next twelve- M&A market in the second quarter of 2021

month revenues at the end of Q2, approx. 5x sales above
the 5-year average

Software company valuations globally have rebounded somewhat in
Q2, from Q1 low at around ~12x Sales (NTM) to approx. ~14x Sales

(NTM) per quarter-end Q2-21
The Nordic SaaS index traded at approx. 12x next twelve-

month revenues as at quarter-end Q2, approx. 5x sales
above the 5-year average Nordic transaction multiples continue at high levels, and available
transaction data showcases a median EV/Sales multiple last twelve
months of ~4.4x Sales

The global SaaS Index has outperformed the broader market
over the last 5 years and has returned ~600% over that In the Nordics, strategic buyers continued to be highly acquisitive
period and were involved in 46% of software transactions, while PE-backed
companies and financial investors accounted for 33% and 21%
respectively

Nordic software transactions concluded at a median
EV/Sales multiple of ~4.5x for the last twelve months (per
31/04)




The Nordic SaaS index traded at 12.3x NTM sales at the end of Q2-2021, while the Global SaaS index
traded at 13.7x NTM sales

18x

16X

14x

12x

10X Mean Global 9.0

Dec 2018: Trade war between US &
China leading to overall market
correction, including software

valuations

Mar-2021: Multiples approx. 92% and
154% over the last twelve months for the
Global and Nordic indices respectively,
with strong sector performance post-

Covid correction

Following the Q1 correction in SaaS
multiple valuations, global SaaS stocks
have rebounded up to 14x NTM Sales
valuations in Q2, on the back of strong

2x quarterly results and uplift in forward
estimates
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EV/Sales NTM (Nordic) avg.

Note: LTM multiplies applied in the rare case that NTM
multiplies are not available

Source: S&P Capital IQ



Nordic and global SaaS indices outperforming Nasdag and MSCI Nordic the last five years; global SaaS

company underperforming broader indices last six months

Deloitte SaaS indices vs Nasdag Composite and MSCI Nordic - L6M

Deloitte SaaS indices vs Nasdag Composite and MSCI Nordic— L12M
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Over the last five years, the Global and
Nordic SaaS indices has strongly out-
performed both the MSCI Nordic and

Nasdaq index

0

The SaaS indices have accelerated the

out-performance during the Covid-19

downturn, however, both indices have
underperformed in H1-21, when
compared to the broader market

H

The overall strong performance of the
Saas indices underlines the continued
strong demand for software
companies

Source: S&P Capital IQ



Another record high quarter for M&A within software across the Nordics in Q2-21

M&A Transaction volume

The high deal volume across the Nordic countries continued within software in Q2-2021
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The strong M&A market continued in Q2- The number of software transactions & The strong M&A market continued in Q2- wr

21, with record highs for a second
quarter of the year and a YOY growth of
89% compared to Q2-20

Strategic buyers and PE-backed
companies accounted for 35% each
whilst PE investors completed 29% of the
deals in Q2-21

International PE and PE backed
companies completed a total of 4 deals
while Danish and Finnish buyers 2 deals
each in Q2-21
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involving Swedish companies reached
record highs in Q2-21 with YOY growth of
160% compared to Q2-20

Strategic investors accounted for 58% of
the deals in Q2-21, with PE-backed
companies and financial sponsors
accounting for 23% and 19% respectively

Swedish software companies attracted
significant interest from international
investors, completing 11 of the deals in
Q2-21. Other Nordic investors completed
4 deals

ail
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21 in Denmark, equal to Q1-21, as the
highest M&A volume registered in a
guarter over the period

PE-backed investors accounted for 47%
of the deals, whilst strategic buyers and
financial sponsors completed 29% and
24% respectively

Danish software companies attracted
significant interest from international

investors, completing 11 of the deals Q1-21.

Other Nordic investors completed 3 deals

ail
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Continued high deal volume in Q2-21 in
Finland with the same number of
transactions recording compared to Q2-20

Strategic investors accounted for 57% of
the deals, with financial sponsors and PE-
backed companies accounting for 29%
and 14% respectively

Finnish software companies continue to
attract interest from other Nordic
investors and international investors,
accounting for 4 and 6 deals respectively

Note: 1) Full year 2014 Source: Mergermarket, Deloitte analysis



Significant deal activity across the Nordics from both financial and strategic investors
Selected Nordic software transactions
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Nordic software transactions concluded at a median EV/Sales multiple of 4.4x last twelve months

Transaction multiples

Q2-21
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IT services

The Nordic IT services index traded at 13x next twelve-
month EBITDA at the end of Q2, 3x above the 5-year average

The Global IT services index traded at 11x next twelve-
month EBITDA at the end of Q2, 1x above the 5-year average

A total of 19 transactions have been completed within the
Nordic IT services space in Q2-2021

Nordic IT services transactions concluded at a median
EV/EBITDA multiple of ~10x LTM

The Nordic IT services M&A market continues to perform strongly,
trading at above-average historical multiples and with record high
M&A deal activity

Both the Global and the Nordic IT services indices are trading above
the 5-year average NTM EBITDA after a strong rebound from the
Covid-19 dip in March 2020

M&A activity within the Nordic IT services industry reached record
levels in Q2-21 with a total of 35 transactions. The total number of
M&A transactions at the end of June 2021 is now 54, only one less
than the total transaction volume in 2020

In the Nordics, strategic buyers and PE-backed companies continues
to be highly acquisitive and were involved in 40% of the IT services
transactions each, while financial investors accounted for 20%

12



For Q2-2021, the Nordic IT Services index ended at ~13x next twelve month EBITDA, while the Global IT
Services index ended at ~11x next twelve-month EBITDA

18x
Dec 2018: Trade war between US & March-2021: Multiples are up approx.

16x China leading to overall market fall, 107% and 66% last twelve months for the
including IT Services valuations. Nordic and Global indices respectively,
Strongest decline observed in the following strong sector performance
Global IT service index post-Covid correction in March-2020

14x
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6x

x Nordic IT services stocks with continued
strong valuations in Q2, now trading at
~13x NTM EBITDA, approx. 2x above
global peers

2x
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Note: LTM multiplies applied in the rare case that NTM
multiplies are not available

. Source: S&P Capital IQ
© 2021 Deloitte AS 13

EV/EBITDA NTM (Global) median EV/EBITDA NTM (Nordic) avg.



Strong performance last 6 months, the Nordic IT services index slightly outperforming the Nasdaqg during

the last five years

Deloitte IT services indices vs Nasdag Composite and MSCI Nordic - L6M

Deloitte IT services indices vs Nasdag Composite and MSCI Nordic— L12M
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Over the last five years the Nordic IT
services index has slightly out-
performed the Nasdag, meanwhile
the Global IT services index has
under-performed Nasdag during the
same period

The IT services indices have
outperformed the broader Nasdag
index both L12M and since the Covid-
correction in March-2020, following
strong IT sector performance

IGE

The overall strong performance of
the IT Service indices underlines the
continued strong demand for IT
services companies

Source: S&P Capital IQ
14



Record high deal volume within IT services across the Nordics in Q2-21

M&A Transaction volume

The IT services deal volume across the Nordic countries reached record levels in Q2-21
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M&A deal volume involving Norwegian
targets in Q2-21 slightly higher compared
to Q2-20

Strategic companies accounted for 60%of
the transactions in Q2-21, whilst PE-
backed companies and financial sponsors
completed 20% each

Majority of transactions made by
international and Swedish investors,
completing 2 deals each in Q2
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Q2-21 recorded a record high number of
deals in a quarter in Sweden

PE-backed companies accounted for 67%
of the deals in Q2-21, with strategic
investors and financial sponsors
accounted for 25% and 8% respectively

Swedish buyers completed the most
deals in the quarter with 8 transactions
whilst Norwegian investors completed 4

ail
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highs in Q2 with 11 transactions, only 3
less than the total amount of IT services
transactions recorded in 2020

PE-backed companies and strategic
investors accounted for 36% of the deals
each, with financial sponsors completing
27% of the transactions

Swedish buyers completed the most
deals in the quarter with 7 transactions,
whilst other Nordic and international
investors completed 3 and 1 deal
respectively

ail
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The number of transactions involving
Finnish IT services companies reached
record highs in Q2-21

Strategic investors completed 57% of the
deals whilst PE-backed companies and PE
investors accounted for 30% and 10%
respectively

Finnish investors continue to complete
most of the deals in Finland, similar to
deals completed LTM prior, with 6
transactions Is completed in Q2-21

Note: 1) Full year 2014 Source: Mergermarket, Deloitte analysis
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Acquisitions in the Nordic IT services market in Q2-21 were primarily completed by Nordic investors
Selected Nordic IT services transactions
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Nordic IT services transactions concluded at a median EV/EBITDA multiple of ~10x LTM

Transaction multiples

EV/EBITDA 2021E 13.3x

NOKm
NOKm

Target

Country

Enterprise value

Year

Stake

Revenue (LFY)

EBITDA (LFY)

EBITDA-margin (LFY)

EBIT-margin (LFY)

Acquirer
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Deloitte Corporate Finance acted as exclusive financial adviser to Front Systems in the sale to EG

Case study

Description of the transaction

Transaction overview

)

Background

)

Situation

) (

Outcome

<
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Front Systems AS was founded in 2007 by a group of individuals with substantial experience
within fashion retail and software

The Company is a Nordic SaaS company specialized in business-critical POS software enabling a
true unified commerce experience

The software is a cloud native unified commerce platform and iOS app, integrating with leading
31 party ERP, CRM, eCOM and other unified commerce software in one solution, providing real
time information across all channels

In 2020, Front Systems processed 17% of the transactions in the Norwegian fashion retail
market and is used in 800+ stores across Europe and the Middle-East

* Following a period of significant growth and software development, the owners of Front
Systems decided to explore the opportunity to find a partner to support an accelerated
expansion to international markets

In May-21, the owners signed an agreement to sell the Company to EG AS, a Nordic vertical
software provider owned by US private equity firm Francisco Partners

Deloitte Corporate Finance Norway acted as exclusive financial advisor to the shareholders of
Front Systems

Seller

Fﬁ Front Systems

Deloitte.

acted as exclusive
financial advisor to
Front Systems

Front Systems Front Systems is a Nordic
SaaS company specialized in business-
critical POS software enabling a true
unified commerce experience

EG provides vertical software that
enables customers to further develop
their business. EG Retail's IT solutions

contribute to the digital transformation
within the retail industry and increase
the chain's competitiveness

Source: Mergermarket, Front Systems, press releases EG
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