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Welcome to our first ever ‘Shaw Report’ on the Technology, Media and 
Telecoms (TMT) sector which provides the industry’s SME business 
leaders with a powerful benchmarking tool to aid their decision making. 

In this report we have segmented 2,175 TMT businesses with earnings of 
over £1m by size and subsector to track their performance, profitability, 
debt levels and M&A activity.

Larger blue-chip corporates have regular access to this type of analysis 
from investment banking advisers. However, it is our mission to provide 
SME business leaders with free access to the same market intelligence 
in a clear, concise and easy-to-use way.

This report will help you benchmark your performance relative to the 
sector. It will also provide you with valuable insight regarding your relative 
creditworthiness and attractiveness from a M&A point of view. 

We hope you find this a useful tool. If there are any emerging themes that 
resonate with you, please feel free to get in touch.

Daisy Mackay
Manager, M&A, Shaw & Co

FOREWORD
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Data Sources
• Companies House. 

• Zephyr.

• Mark-to-Market.

Businesses Analysed
• 2,175 UK SMEs with earnings (Ebitda) over £1m.

Data Point 
• 30 September 2021.

AT A GLANCE
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Covid-19 Impact An 'attractive' sector?

Funding Ability High Acquisition Demand

The TMT sector has been one of 
the most resilient to the Covid 
pandemic largely due to increasing 
demand for online services, 
products and entertainment.

Appeal to potential investors, 
lenders, or indeed buyers, tends to 
be driven far more by product 
potential, sales growth / scalability 
and profit margins.

The sector is generally attractive 
to both high street and alternative 
lenders. Borrowing between 3x 
and 4x earnings is commonplace 
even at the lower end of the SME 
scale.

Very buoyant M&A market with 
double the volume of transactions 
compared to the prior year. Strong 
international buyer demand for 
quality UK businesses regardless 
of size or location.
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Shaw & Co is a trading name of Shaw & Co Group Limited (registered number 12388530) and Shaw & 
Co Advisory Limited (registered number 12389996) being limited liability companies registered in 
England and Wales whose registered offices are 22-24 Queen Square, Bristol, BS1 4ND. Shaw & Co 
Advisory Limited is regulated by the Institute of Chartered Accountants in England and Wales for a 
range of investment business activities and is listed by the Financial Conduct Authority on the Financial 
Services Register under reference number: ICAEW C008205085 or FCA 013232. The contents of this 
document does not constitute advice and any advice given by any individual member, employee, or 
consultant is the responsibility of Shaw & Co and not the individual. The terms on which any advice is 
given are set out in our general terms of business and any engagement letters between us.
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Commentary
This chart shows average sales across 
the sector based on company size measured 
by earnings (last reported Ebitda).

The final ‘£30m+’ column is home to the major 
ISPs, telcos and software businesses. Here, 
we can see that nearly 70% of the sector’s 
total turnover is generated by just under 10% 
of the sector’s total number of companies.

The first column demonstrates the vast array of 
start-ups in the sector, making up over 38% of 
the total number of companies but with just 
over 1% of the total turnover. These are often 
companies that are developing technologies 
and software with the hopes of rapid growth 
either organically or through acquisition. 

In our next report, the evolution of data will be 
presented to measure ‘Turnover Growth Rate’, 
an additional indicator to compare each 
business against and to observe how the 
smaller businesses are growing compared to 
the larger ones.
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Commentary
Here, turnover has been segmented by sub-sector. 

The Information Technology & Software sub-sector 
comprises a vast number of companies that are quickly 
snapped up often before their turnover grows 
significantly.

The sizeable ‘Telecom Services and Equipment’ sub-
sector is unsurprising, while ‘Books, Magazines and 
Newspapers’ remains strong as it has adapted to new 
markets by developing its digital offerings. Over the 
next decade it will be interesting to see what impact 
social media channels such as Facebook have on 
traditional newspaper outlets – regardless of their 
digital offering – as consumers broaden their range of 
news sources.

Publishing and Printing not only faces the changes in 
consumer behaviour but also the rapidly soaring costs 
of raw materials. Nevertheless, it is worth noting that 
niche publishers, such as the educational giant 
Pearson, continue to perform strongly.

TV/Movies/Music continue to play a significant role in 
consumers’ lives, reaching an apex during Covid 
lockdown, while in Radio the relatively small number of 
independent commercial stations reflects the UK 
dominance of the BBC.

When benchmarking your performance with this data, it 
is important to remember that the figures contain major 
players which distort / elevate the average T/O. So, for 
example, if you are reading this as a relatively small IT/ 
software provider with a T/O of less than £2m, don't be 
disheartened. In fact, the data also demonstrates that 
you have plenty of large potential acquirors for when 
you're ready to exit!
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Commentary
This graph gives a range for sales relative to direct costs 
within sub-sectors. 

The Radio sector is predominantly made up of major 
commercial players and with little diversity outside of the 
BBC.

Significant gross margins for the Books, Magazine and 
Newspapers subsector is of little surprise thanks to their 
digitisation programmes. For example, the Times 
Educational Supplement (TES) has a gross profit margin 
of 97% having long-established an online portal which is 
now home to "the world's largest online community of 
teachers“ with more than 13 million registered users.

Information, Technology & Software would expect to 
have the highest margins but, whereas Software would 
be nearing 100%, IT services require much greater 
human resource.

When comparing your performance with this data, where 
does your gross margin sit? If your gross margin is 
notably higher than your sub-sector average of 38-56% 
(excluding Radio), then your business is likely at the 
premium end and would be of great interest to funders or 
investors, or even to an acquiror for your business. The 
latter will also see your higher margins as accretive or 
capable of boosting their own.

If your gross margins are below sub-sector average, 
could your growth plan target raising prices for your 
product, do you continue discounting to grow volumes, or 
should you invest in product differentiation to justify 
premium pricing?
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Commentary
Here we show how the average gross margin 
varies with the scale of the business as 
measured by earnings (Ebitda).

From these figures we can see how companies 
are seeing their margins rise as they their 
business grows. It is interesting that the £1m-
£2m segment has a healthy margin 
considering the size of the companies. This 
should be explained by the fact that 65% of 
them are IT and software firms and software 
firms in particular report very high margins 
compared to other sectors. Similarly, the 
£20m-£30m bracket is skewed by companies 
such as Sky Studios and Nokia which report 
lower gross margins as they include a high 
volume of costs in cost of sales v IT and 
software firms. 

When comparing your performance with this 
data, if your gross margin is below the sector 
average, you will need to evaluate your 
business model, pricing and cost structure.

If your gross margin performance is 
significantly above the sector average, you 
may want to consider lowering your price to 
sell more volume although the chart suggests 
economies of scale are difficult to come by at 
gross margin level.

To grow, differentiation of product quality and 
innovation are usually good starting points.
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Commentary
Here we show the profitability margin across the 
sub-sectors.

When comparing your performance with this 
data, if your profitability (Ebitda) margin is higher 
than sub-sector average, you may be carrying a 
leaner cost structure. You may want to consider 
reinvesting your profits to scale your business or 
consider an exit.

And how do your growth plans fare in the current 
market? You might be targeting winning your 
competitors' business organically; one contract 
or customer at a time. Or you might 
consider acquiring a competitor that has been 
less resilient through lockdowns. Generally, 
more profitable businesses have more earnings 
to reinvest in growing their business and a larger 
borrowing capacity to fund acquisitions. 

If your performance is tracking lower than the 
sector, you may consider boosting efficiency 
through technological innovation and digital 
transformation.
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Commentary
This graph shows average Ebitda margin by 
size of company.

When comparing your growth plan with this 
data, the key consideration is to ask whether 
your future projection is realistic? For example, 
for most brackets, a forecast Ebitda margin 
greater than 20% would be more robustly 
scrutinised by any potential equity investors, 
lenders and acquirors.

As continued investment in technological 
innovation is commonplace within this sector, 
we feel the obvious route to secure 
increased profitability is likely best achieved by 
scaling through acquisitions.

We see a lot of consolidation and strategic 
acquisitions together with so-called 'buy & 
build' activity driven purely by scale, especially 
towards the smaller end of the SME spectrum.

We also see plentiful debt funding to support 
technology projects and a lot of larger firms' 
acquisition activity being driven by buying 
SMEs with technology that could be scaled 
across their business.
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KEY POINTS

• Technology, Media & Telecoms has been widely seen as one of the most resilient 
sectors during the Covid pandemic due to increasing demand for online solutions, 
services and entertainment.

• TV, Movies and Music has bounced back well after Covid caused long delays and 
disrupted production schedules. It could return to its pre-pandemic upward 
trajectory thanks to increased streaming demand and continued investment in 
building studio spaces.

• Potential challenges to the sector include global supply chain issues and demand 
outstripping supply of skilled workers.

• In comparison to other sectors reviewed, TMT remains a high performer in terms 
of absolute profitability. This provides the perfect platform to reinvest retained 
profits (or borrow if considered preferable), scale through acquisition, and be the 
'best-in-class', delivering product excellence across all relevant sub-sectors.
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Commentary
Here we show how much short and long-term debt is 
being carried by businesses of various sizes.

Firstly, note that the £30m+ column has been 
removed as these figures dwarfed those in the rest 
of the chart. In that column, the ratio of long-term to 
short-term debt would be 66%-34%. This 
demonstrates that larger companies still have the 
capacity for larger, longer-term loans which lenders 
are willing to fund.

For companies below this level then the long-term / 
short-term ratios are heavily weighted to the short-
term. This is not ideal for businesses wanting to fund 
growth as this is best achieved through long-term 
debt. 

The banks currently have little appetite to lend 
beyond three years, so it would be prudent to 
explore the alternative funding market for growth 
funding solutions where we see a plethora of 
examples of alternative lenders keen to fund this 
sector with longer term capital.
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Commentary
Here we show how much debt is being carried 
by the sub-sectors.

64% of the sector debt is carried by the 
Telecoms subsector (16% of total companies) 
thanks to their significant infrastructure costs 
and high volumes of customer support staff.

Radio, meanwhile, accounts for very little debt 
as the infrastructure is in place and has 
already been updated for digital. In the whole 
sector only two, very niche, companies have 
any debt at all.

Some of the sub-sectors can be very attractive 
to private equity as they are able to offer 
substantial returns on investments via equity 
rather than debt. However, given the funding 
appetite from the alternative lending market, 
business owners should carefully consider all 
options, as an affordable debt package will not 
seek to dilute ownership. Now, more than 
ever, private equity houses need to bring 
substantially more to the table than just a 
cheque book.
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Commentary
Here we show the borrowing capacity by sub-
sector.

The IT and Software subsector has a punchy 
average that reflects the numerous investment 
opportunities while the significant 5x ratio for 
TV, Movies and Music likely reflects the 
significant investment required to make films, 
series etc.

When reviewing your borrowing capacity, 
regardless of sub-sector, you should be able 
to achieve 3.2 to 3.9 times earnings.

In our experience, we see many SMEs with 
solid growth plans and modest borrowing get 
rejected by banks. There are many reasons, 
other than your creditworthiness, why a bank 
may have said no. This should not necessarily 
mean that seeking private equity is the only 
option. Numerous alternative funding options 
exist that don't require you to change banking 
arrangements. So don't let a 'No' impede your 
growth.
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Commentary
This graph shows borrowing capacity by 
company size.

The significant capacity in the £1m-£2m 
segment demonstrates that lenders are willing 
to invest in smaller companies developing 
leading-edge technology.

If you are an SME with a growth strategy and a 
modest debt level of 1 to 1.5 times your 
earnings, there is scope to increase your 
borrowing and accelerate growth. However, to 
achieve this, you may have to explore the 
alternative funding market which is too often 
overlooked. 
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• As businesses scale, particularly in the £30m+ Ebitda range, long-term debt 
funding becomes more readily available in both traditional debt and bond markets.

• 57% of companies analysed fall within the IT and Software subsector which 
appears particularly attractive for private equity investors although, when looking at 
actual balance sheet debt, the Telecoms subsector dwarfs all others by virtue of 
several very large players carrying substantial institutional debt.

• Despite the continuing strong interest by private equity houses, which will 
inevitably result in equity dilution, the sector remains very attractive to both high 
street and alternative lenders. Borrowing between 3x and 4x earnings is 
commonplace even at the lower end of the SME scale.

KEY POINTS
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Region ACQUIROR TARGET 
NAME

BUSINESS DEAL 
TYPE

DEAL 
VALUE  
£

TARGET 
Ebitda 
£

Scotland Bonnier Books Black and White 
Publishing Ltd

Book publishing 
services

Acquisition 
100% N/A N/A

North Sony Firesprite Ltd Videogame 
developer

Acquisition 
100% N/A N/A

Midlands Bauer Consumer 
Media Ltd Imagine Radio Radio station Acquisition 

100% N/A N/A

Southeast Nextech AR Arway Ltd
Augmented reality 
wayfinding platform 
operator

Acquisition 
100% £727k N/A

Southwest Gfinity Plc Megit Ltd

Alarm and CCTV 
monitoring software 
developer, Alarm 
monitoring platform 
operator

Acquisition 
100% £6.8m N/A

Wales Access UK Ltd Trailsuite Ltd

Online hospitality 
checklist 
application SaaS 
provider

Acquisition 
100% N/A N/A

Commentary
There have been 137 deals in the Technology, 
Media and Telecoms sector in the quarter. Two 
thirds of the published deals were in the 
Information Technology and Software sub-
sector. Of note is that just over half of the 
acquisitions were by UK buyers (55%) with US 
buyers being the most active internationally 
with 21%.

25 of the deals have a published or estimated 
deal value that is publicly available with an 
average deal value of £512m. This is skewed 
by a handful of very high-profile deals such as 
the acquisition of mobile parental controls 
company Avast PLC by Smith Micro Software 
and the acquisition of fashion resale 
marketplace Depop by Etsy. 

Those noted in the table are a broad 
representation of deals conducted regionally.
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Deals across the UK
Most of the Technology, Media & Telecoms sector 
M&A deals in the quarter were in England (91%) with 
a clear concentration in the South East. Seven deals 
occurred in Scotland and four in Wales.

Out of the wide array of deals in the South East, one 
of the most notable is the acquisition of Arway, a 
spatial computing company, by Nextech. This 
establishes Nextech as a major player in the race to 
the Metaverse which is sighted to be the future of 
internet and computing. The increased focus in this 
space means even very small companies who have 
developed relevant technology may be of interest to 
large global players.

The Midlands had the only deal in the Radio sector 
with Imagine Radio being acquired by Bauer Media. 
Bauer own the largest commercial radio network 
within the UK also owning Absolute, Kiss and 
Kerrang! And this deal further consolidates the UK 
radio industry. 
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UK M&A DEAL VOLUMES
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IS NOW A GOOD TIME TO BUY OR SELL A BUSINESS?
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HIGH LEVEL OF DEAL ACTIVITY
Analysis of wider M&A data shows that UK deal volumes 
across all sectors were more than double those of last 
year in the month of May (Source: Mark-to-Market). 

This data supports our experience at Shaw & Co that 
M&A activity is buoyant with strong buyer appetite across 
most sectors. Although COVID-19 has hit some 
businesses hard, others have seen a strong boost in 
activity. In either case, the pandemic does not appear in 
general to have dented M&A activity and if anything, there 
appears to be a pent-up demand.

Whether or not it is a good time to sell a specific business 
will depend on a whole range of factors but there is 
currently strong buyer appetite. 
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DAISY MACKAY
Manager

COLIN BURNS
Director

Daisy is a mergers and acquisitions 
specialist in our M&A team and is a fully 
qualified Chartered Accountant.

Daisy’s corporate finance advisory and 
transactional support includes business 
valuations, exit planning, buying or selling a 
business, mergers, MBIs and MBOs. 

Daisy’s clients typically come from a range 
of sectors including leisure, tourism and 
sport and TMT. 

Colin is funding specialist in our Debt 
Advisory team and is a fully qualified 
Chartered Banker and Green Finance 
Certificate holder. 

He provides funding advice to UK SME 
clients across a range of sectors including 
manufacturing & engineering, automotive 
and logistics, TMT and leisure, tourism and 
sport.

His typical mandates include all types of 
growth funding, acquisition, MBI or MBO 
financing with facilities ranging from £1m to 
£100m.

Click for bio & contact details
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Click for bio & contact details

https://www.shawcorporatefinance.com/team-members/colin-burns
https://www.shawcorporatefinance.com/team-members/daisy-mackay
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VOUCHERCLOUD
Technology, Media & Telecoms

£ 46.5M
Selling a business

GROUPON INC
Buyer

KEEP IT SIMPLE LIMITED
Technology, Media & Telecoms

£ 26M
Selling a business

THE PANOPLY HOLDINGS PLC
Buyer

Read success story

When the original owners of Invitation Digital 
bought their business back from Vodafone, they 
had an opportunity to sell it on. They came back to 
us to make the trade sale happen.

"SHAW & CO WERE BESIDE US ALL THE WAY 
THROUGH THE BUY-OUT AND INTO THE SALE."
Greg Le Toq
Co-Founder, Cloud Savings Company (Vouchercloud)
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Keep IT Simple (KITS) is a provider of high value IT 
support and transformation services to public and 
private sector clients. Find out how we helped with 
their trade sale.

"LIKE MY FRIEND WHO RECOMMENDED SHAW & CO TO 
ME, I WOULD NOW ENTHUSIASTICALLY RECOMMEND 
SHAW & CO TO ANYONE LOOKING TO GO THROUGH THE 
SAME PROCESS WE JUST COMPLETED."
Grant Harris
Founder & Chief Executive Officer, Keep IT Simple

Read success story

https://www.shawcorporatefinance.com/success-story/trade-sale-of-cloud-savings-company-to-groupon
https://www.shawcorporatefinance.com/success-story/ps26m-trade-sale-of-it-business-to-aim-listed-plc


Shaw
 & C

oNATIONAL REACH

26

FIVE UK LOCATIONS
We help the business leaders of UK privately-owned SMEs to 
achieve their greatest ambitions. Whether it’s buying or selling a 
business, funding growth, or understanding the funding 
landscape, we make it happen.

We have easily accessible locations to support clients from 
across the UK. You can find us here: 

• BIRMINGHAM 20 Colmore Circus, Birmingham B4 6AT   0121 314 9410

• BRISTOL 22-24 Queen Square, Bristol BS1 4ND 0117 325 8510

• GLASGOW 9 George Square, Glasgow G2 1QQ 0141 280 0410

• LONDON 33 St James’ Square, London SW1Y 4JS 0207 183 5010

• MANCHESTER 3 Hardman Square, Manchester M3 3EB 0161 505 2010
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© 2021 Shaw & Co All Rights Reserved

Shaw & Co is a trading name of Shaw & Co Group Limited (registered number 12388530) and Shaw & Co Advisory Limited (registered number 12389996) being limited liability 
companies registered in England and Wales whose registered offices are 22-24 Queen Square, Bristol, BS1 4ND. Shaw & Co Advisory Limited is regulated by the Institute of 
Chartered Accountants in England and Wales for a range of investment business activities and is listed by the Financial Conduct Authority on the Financial Services Register 
under reference number: ICAEW C008205085 or FCA 013232. The contents of this document does not constitute advice and any advice given by any individual member, 
employee, or consultant is the responsibility of Shaw & Co and not the individual. The terms on which any advice is given are set out in our general terms of business and any 
engagement letters between us.

CONTACT

Make it happen
shawcorporatefinance.com
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@ShawCorpFin

Shaw & Co
Call us 0330 127 0100
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