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Renewed focus on growth

Key findings

Increased confidence and credit availability drive a new focus on
growth. The biggest barrier to technology M&A activity is insufficient
investment opportunities.

77% expect deal volume to improve 

68% see the global economy improving, pushing economic
confidence to a two-year high 

83% expect global growth 

68% are focused on growth 

67% have a greater focus on investing in emerging markets 

33% expect to pursue an acquisition 

45% expect the valuation gap between buyers and seller 
to widen 



“We are seeing a renewed focus 
on growth, but with a cautious 
optimism around M&A that 
comes, no doubt, after several 
years of economic uncertainty.”

A note from Joe Steger, Global Technology Industry
Transaction Advisory Services Leader
Technology executives’ confidence has increased to its highest level in two years, driven
in no small part by confidence around economic growth and a belief in the wider availability
of credit. However, despite this general optimism, M&A expectations have not increased
correspondingly. Technology executives expect global deal volumes to improve modestly,
but the percentage that plan to do deals has remained relatively flat compared with six
months ago. A number of factors may be contributing to this dichotomy, including questions
about potential targets’ future valuation and insufficient acquisition opportunities.

In general, technology companies have been focused for several years on doing more
with less — basically, becoming more streamlined and efficient. Now, with increasing
pressure on corporate earnings, they need to grow the top line.

Taking all of this into account and the disruptive impact of technology megatrends
around mobile, social, cloud, big data and accelerated technology adaptation, we can
expect to see moderate growth in deal volumes for the next few quarters, with technology
executives’ growing confidence overcoming some of the valuation disconnects we are
seeing and the growing belief by some large corporate buyers that they need to make
fewer, but larger, deals to have a more meaningful impact on revenue and earnings growth.

A note from Pip McCrostie, Global Vice Chair,
Transaction Advisory Services
Confidence in the global economy is at a two-year high. Companies have weathered 
a prolonged period of uncertainty, during which they strengthened their balance 
sheets and optimized their capital structures. Having warehoused cash for a number 
of years and with a ready access to credit, leading corporates are in a strong financial
position to do deals — they now have more confidence to pull the trigger.

This does not mean we will see a return to boom-time dealmaking. That was
unsustainable — but so is the M&A recession we have experienced since 2009. For 
many companies, operational efficiencies and a focus on cost cutting can no longer
meet growth mandates. As a result, the signs are that M&A will once again be a
preferred route to achieve growth.

1



2

Economic outlook 
Confidence in the global economy is at its highest point in two years. 

Sixty-eight percent of technology executives believe the global economy is improving, with another 20% indicating the economy is stable.
Just six months ago, only a little more than half of respondents believed the economy was improving. Technology executives were slightly
less confident in their local economy, with 52% saying the local economy was strongly or modestly improving.

While confidence in some economic indicators has declined in the last six months — including corporate earnings, 
employment growth, equity valuations/stock market outlook and short-term market stability — confidence 
across indicators is still broadly high, especially compared with 12 months ago.

The confidence across indicators roughly mirrors that of 
overall results and is spurring expectations 
for higher growth.

• Global economic confidence reaches two-year high
Sixty-eight percent of technology executives believe the global economy is improving, compared with
54% six months ago. This confidence resonates from stable economic fundamentals, particularly in
mature markets: growing GDP, credit availability and increased job creation. Executives who see the
economy declining fell from 13% in April to 12% in October — the lowest in more than two years.

• Confidence across global indicators is broadly high
While technology executives’ confidence in some leading economic indicators has declined, they are still
largely positive. Executives’ confidence in economic growth and credit availability was higher in October
2013 than in April 2013 and significantly better than in October 2012 — confidence in economic growth
almost tripled from 23% to 65% and credit availability doubled from 25% to 50%.

The percentage of technology executives confident in equity valuations/stock market outlook decreased
by 13 points from April 2013, possibly suggesting that equity valuations are softening, which could help
bridge valuation gaps.

• Growth expectations rising
Eighty-three percent of technology executives expect global growth. The majority of respondents expect
growth to be between 1% and 3%. There is a significant increase in the percentage of technology
executives who think growth will be between 3% and 5%.

Note: all dollar references are in US$ unless otherwise indicated. 



Q: What is your perspective on the state of the global economy today?

54%
68% 

25% 

33%
20% 

48% 

13%
12% 

27% 

 Oct-12    Apr-13Oct-13

Improving

Stable

Declining

Q: 
By how much do you think/expect the global economy to grow 
in the next 12 months?
  

More than
5%

1%–3%

 
1% 
1% 

32% 
15% 

50% 
65% 

11% 

4% 
8% 

13% 

 

    Apr-13  Oct-13

3%–5%

Zero
growth

Negative
growth
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68%

Confidence on the rise

of technology executives
think the global economy 
is improving

65%
of technology executives
rate economic growth as a
key indicator when gauging
their level of confidence at
the global level

83%
of technology executives
expect global growth

Q: Please indicate your level of confidence in the following at the   
       global level

Economic growth

Credit availability

Employment growth

Corporate earnings

Equity valuations/
stock market outlook

Short-term market stability

 Oct-12    Oct-13

65% 
23% 

50% 
25% 

47% 
31% 

42% 
24% 

29% 
18% 

24% 
12% 
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Economic outlook, cont’d.

Political risks, while challenging    
outweigh near-term economic

• Job creation underscores growth
Technology respondents’ commitment to job creation is at the highest level in two years and
highlights that companies need to hire as they prepare for the coming wave of growth. At 57%, 
job creation expectations for technology companies are up from 41% six months ago. The sectors
where the most job growth is expected are oil and gas, automotive and technology, which are also
among the sectors most likely to pursue acquisitions.

• Regulatory environment seen as pro-growth
The vast majority of technology companies perceive the regulatory environment to be pro-growth at
both the global and local market levels, which is largely unchanged from six months ago. As expected,
sectors where regulatory environment is most critical to growth have the most positive view, including:
mining and metals, power and utilities, and oil and gas.

• Political instability outweighs near-term 
economic concerns
While global political instability is believed to pose the greatest near-term risk, it is unlikely to derail 
the fundamental push for growth. Similar to the Eurozone or US crises, the recent unrest in Syria 
and Egypt poses challenges; however, these challenges should not be detrimental to the recovery of 
the global economy over the long term.



   to quantify and manage,
  concerns

57%
of technology executives expect
to create jobs and/or hire
talent in the next 12 months

32%
of technology executives 
see increased global political
instability as the greatest
risk to their businesses in
the next 6 to 12 months

82%
of technology executives
think the current regulatory
environment is supportive of
business growth initiatives 
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Q: With regards to employment, which of the following does your 
organization expect to do in the next 12 months? 
  

Apr-13

Oct-12

Oct-13

6% 53% 41%

8% 51% 41%

11% 32% 57%

 Reduce workforce numbers
 Keep current workforce size
 Create jobs/hire talent    

Q: What do you believe to be the greatest risk to your business  
       over the next 6-12 months?

Increased global political instability

Continuation of the Eurozone crisis

Failure to manage the withdrawal
of US quantitative easing

Continued slow growth in China

Global Technology  

32% 

28% 
29% 

22% 
25% 

38% 

12% 
14% 

Q: Do you think the current regulatory environment is supportive of  
       business growth initiatives at the global and local market level?

No

Yes

 Apr-13    Oct-13

82% 
77% 

18% 
23% 
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Access to capital – credit availability drives momentum
Companies are taking advantage of increased credit availability while carefully
managing debt-to-capital ratios.

Technology executives have growing confidence in the availability of credit, which is spurring growth. They are also seeing some increases
in debt-to-capital ratios.

However, executives said they are carefully managing debt-to-capital ratios. This disciplined use of leverage ensures that companies 
are able to access the credit markets as they undertake larger transactions to deliver growth.

• Widely available credit has enabled acceleration
of growth
The vast majority of technology executives now consider access to credit as stable or improving.
Furthermore, the sentiment on improving credit is almost double what it was 12 months ago. This
confidence, coupled with positive views on the global economy and sound economic fundamentals,
suggests continued potential for strong technology private equity dealmaking.

• Cash continues to be the primary source to finance
technology deals
The percentage of technology companies planning to use cash to finance deals has increased compared
with 12 months ago. This reflects confidence in overall economic growth and the willingness to put some
of the large available cash balances held by many technology companies to work on deals.

• Companies carefully manage debt-to-capital ratios
During the last year, technology debt-to-capital ratios have increased somewhat, while access to credit
continued to improve. This disciplined use of leverage ensures that companies are able to access the
credit markets as they undertake larger transactions to deliver growth.



Apr-13

Oct-12

Oct-13

15% 42% 43%

30% 45% 25%

17% 33% 50%

Q: Please indicate your level of confidence in credit      
       availability at the global level

Declining               Stable                    Improving 

Q: What is your company’s current debt-to-capital ratio?

30% 

Less than 25%

25%—49.9%

50%—74.9%

75%—100%

57% 
64% 

52% 

28%  
29%

12% 
5%  

14% 

4% 
3%
2%

 Oct-12  Apr-13 Oct-13

2x

Cash to finance deals is increasing

as many technology
executives in October 2013
than in October 2012 have
confidence that credit
availability is improving 
at the global level

54%
of technology executives
plan to use cash to finance
deals in the next 12 months

52%
of technology executives
have a debt-to-capital ratio
of less than 25%

Q: What is the likely primary source of your company’s  
       deal financing in the next 12 months?

Apr-13

Oct-12

Oct-13

18% 27% 55%

21% 31% 48%

18% 28% 54%

Equity               Debt           Cash 
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Growth strategies – investment intent tops Capital Agenda
Growth is clearly a global imperative for technology companies as 68% of executives
say they plan to accelerate growth strategies over the next 12 months. 

After several years of uncertainty, companies have strengthened their balance sheets and largely optimized their capital structures.
Companies are increasingly ready to capitalize on the improving global economy and credit markets to implement their growth agendas.

For technology companies, however, this increased focus on growth has not translated into increased inorganic growth expectations. 
Only 33% of technology executives plan to pursue acquisitions in the next 12 months, flat from six months ago and falling below 
the 35% overall globally.

• Focus on growth is at a two-year high
Growth is the primary focus for an increasing majority of companies: 68% of technology executives
now say that their focus is on growth, compared with 54% in April 2013. Continued operational
efficiency and cost control measures have largely eliminated concerns about stability and survival. 

• Excess cash funds growth and pays down debt
When companies have excess cash to deploy, 35% of technology companies are using it to optimize their
capital structures by paying down debt. Forty-seven percent (down from 59% in April 2013) of
companies plan to invest in growth during the next 12 months, with the focus on lower-risk, organic
platforms. As companies find organic platforms no longer sufficient to achieve growth objectives, they
may be compelled to acquire, as evidenced by the changing ratio of organic versus inorganic
preferences (about 2:1 in October 2013, compared with 3:1 in April 2013).

• Technology organic growth strategies 
center on exploiting technology to develop 
new markets/products
To address their need for growth, technology executives said they plan to take more risk by exploiting
technology to develop new markets/products. This may be in response to the disruptive technology
megatrends of mobile, social, cloud, big data and accelerated technology adaptation. 

    



       

Q: Which statement best describes your organization’s focus  
       over the next 12 months?

Apr-13

Oct-13

Oct-12

Growth
Cost reduction and operational efficiency
Maintain stability
Survival

3% 

4% 

1% 

33% 

11% 

6% 

21% 

31% 

25% 

43% 

54% 

68% 

Q: What is the primary focus of your company’s organic  
       growth over the next 12 months?

5%26% %
21% 

13% 
21% 

  Oct-13   Apr-13

Exploiting technology
to develop new markets/

products

Investing in new
geographies/markets

Changing mix of existing
products and services

Increase R&D/
product introductions

More rigorous focus
on core products/
existing markets

New sales channels 

9%  
21% 

16% 
10%

Oct-13 Apr-13

11%  

11%
36% 

Higher riskLower risk

68%

Technology companies focus on growth

of technology executives say
their primary focus is growth
over the next 12 months

32%
of technology executives with
excess cash to deploy plan to
focus on organic growth over
the next 12 months

36%
of technology executives
plan take more risk by
exploiting technology to
develop new markets/
products, more than triple
the number in April 2013

Q: If your company has excess cash to deploy, which of the following    
       will be your company’s focus over the next 12 months?

32%

9%  

Invest in growth

Organic growth
(e.g., investing in

products, capex, talent
retention, R&D)

Inorganic growth
(e.g., acquisitions,
alliances and JVs)

Pay down
debt

Paying
dividends

Buy back
stock

43%  
37% 

10% 
16% 

15% 

Apr-13  Oct-13 Oct-12

Return to stakeholders

21%  
35% 

28% 

16% 
16% 

9% 
4%  

9% 

 Oct-13     Apr-13   Oct-12
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Growth strategies, cont’d.

The Capital
Agenda

Ra
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Investing

Preserving Optim

iz
in

g

14% 

10% 

27% Apr-13

Oct-12

Oct-13

6% 

9% Apr-13

Oct-12

Oct-13 2% 

 

 

 

Q: Which statement best describes your organization’s focus over the next 12 months?

5  

 

 

 

 

 

10

Investing tops companies’

Raising: A company’s ability to raise capital is integral to
achieving its growth imperatives and financial well-being.
With credit increasingly available and more attractive,
companies now indicate a desire to take on more leverage,
which may signal that larger dealmaking will be done.

Preserving: A company’s ability to access liquidity, 
control costs and engage with key stakeholders is
essential to preserving capital amid shifting market forces.
Since many companies were previously forced to focus 
on preservation in order to survive, they are now able to
concentrate on other areas of their Capital Agendas.



 

 

 

 

 

 

 

 

 

 

            

57% 

57% 

37% 

23% 

31% 

27% 

Apr-13

Oct-12

Oct-13

Apr-13

Oct-12

Oct-13
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Two-year
highs in
economic
confidence
and
boardroom
discipline
are
enabling
companies
to pursue
their
desired
growth
agendas 

Capital Agendas

Investing: Executives’ strong sentiment indicates an
investment climate is imminent. As required levels of
growth and returns increase, companies will look to M&A.
Improving economic fundamentals will also enable more
deal-powered growth.

Optimizing: Companies continue to employ a disciplined
approach toward capital optimization, with an enhanced
focus on governance and fiscal rigor. And with capital
structures largely optimized, today companies are
primarily focused on refinancing to retire maturing debt
and positioning themselves for more leverage.
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Mergers & acquisitions – more deals expected  
With core economic fundamentals in place, the vast majority of technology
executives expect deal volume to improve — only 5% expect a decline.

In the technology sector, deals valued at less than $500 million continue to be expected, although potential limitations from organic 
growth are expected to drive companies toward larger deals, as evidenced by a slight uptick in the willingness to do billion-dollar-plus 
deals compared with a year ago. 

The top sectors expected to do deals greater than $500 million are financial services, mining, life sciences, oil and gas, and power 
and utilities.

For technology companies not doing M&A deals, the biggest barrier is insufficient acquisition opportunities.

• Global deal volumes expected to improve
Seventy-seven percent of technology executives expect deal volumes to improve due to the
alignment of core fundamentals: positive economic sentiment, enhanced credit availability, 
the imperative for growth and the expectation to create jobs. Only 5% of technology executives
expect a decline.

• M&A expectations driven by increased 
number of acquisitions and offset by the 
quality of acquisition opportunities
With core fundamentals in place to support technology M&A, 33% of technology executives expect 
to pursue an acquisition, compared with 20% a year ago. This 65% improvement in the number of
companies expecting to pursue acquisitions resonates from the notable increase in the last 12 months 
in the number and quality of opportunities and the likelihood that deals will close. However, expectations
are flat from April 2013, as evidenced by a decrease in the quality of acquisition opportunities and flat
expectations around closing deals.



        

Q: What is your expectation for global M&A/deal volumes in the  
       next 12 months? 

Return to historic highs

Strongly improve

Modestly improve

Mostly decline

Strongly decline

Remain the same

Oct-13 Apr-13

2%
9% 

10%
10% 

65%
58% 

18%
20% 

4%
3% 

1%
0% 

77%

Deal volumes expected to increase 

of technology executives
expect deal volume to
improve

33%
of technology executives
expect to pursue
acquisitions this year

Q: What is your expectation to pursue an acquisition and your level  

38%
28%

38% 

47%
25%

43% 

50%
35%

62% 

Oct-12Apr-13 Oct-13

Likelihood
of closing

acquisitions

Quality of
acquisition

opportunities

Number of
acquisition

opportunities

Expectation to pursue
an acquisition

Level of confidence

34%

32%

Apr-11 Oct-11 Apr-12 Oct-12 Apr-13 Oct-13

40%

30%

20%

60%

50%

10%

50%

20%

34% 33%
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• Valuation gaps expected to widen
As transaction volumes accelerate, buyers’ and sellers’ pricing expectations naturally diverge, possibly
suggesting that equity valuations may soften in the future, which may help bridge valuation gaps.
Recent strong stock market performance has helped increase this gap. Forty-five percent of technology
executives expect valuation gaps to widen over the next 12 months versus 18% six months ago, or 
2.5 times higher. This widening gap results from buyers and sellers adjusting their expectations at
different rates.

• Trend toward middle-market deals
Technology executives continue to expect to do deals valued at less than $500 million, although
diminishing growth and returns from organic growth are expected to drive companies toward larger deals. 
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Mergers & acquisitions, cont’d.

Valuation gaps are expected  

• Though acquisition capital will be allocated
globally — the primary share is designated for
mature markets
While mature markets continue as a key focus in the next 12 months, frontier emerging (non-BRIC)
markets are gaining more attention. The returning desire to invest in mature markets is attributable
to a rebound in their economies, as well as the perceived safety and quality of the opportunities.
Acquisition capital will flow to markets that provide the highest level of relative return, not just those
that are better known and understood.



Q: Do you expect the valuation gap between buyers and sellers in the  
       next 12 months to:

 Oct-12    Apr-13 Oct-13

Contract

Stay the same

Widen

 
 

20%
38%

11% 

62%
41%

44% 

18%
21%

45% 

 
 

45%
of technology executives
expect valuation gaps to
widen versus 18% six 
months ago

Q: What is the expected deal size?  

Apr-13

Oct-12

Oct-13 54%32% 2%12%

58%30% 4%8%

31%59% 3%7%

US$0–US$50m 

US$501m–US$1b
US$51m–US$500m

Over US$1b

14%
of executives expect to 
do deals greater than 
$500 million
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   to increase

73%
of technology executives
expect to allocate 25% or
more of their acquisition
capital to mature markets 
in the next 12 months

Q: How do you expect to allocate acquisition capital to mature markets in the              
 next 12 months? 

% of capital allocated 

75%–100%

50%–74.9%

25%–49.9%

Less than 25%

Marked commitment

9% 

21% 

43% 

27% 

       

Mature markets



Q: Which are the top countries (outside your local market) in which your company is most likely to invest?

Top investment destinations — current view

3. Canada

4. Brazil

5. South Africa
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Top technology investment   
emerging and developed      

Mergers & acquisitions, cont’d.



                  

     

 

 

  

1. India

2. China

The inter-
dependency
between
developed
and emerging
economies
continues to
increase
The emerging markets, both BRIC
and non-BRIC, are of growing
interest to dealmakers and allow
for portfolio diversification.

A number of factors are
influencing capital flow decisions,
including geographic proximity,
risk aversion, existing market ties,
market opportunity, receptiveness
of local governments and the
regulatory environment.

Emerging markets are also
expected to invest more in mature
economies as well as other
emerging markets prospectively,
as they secure the necessary
capital and seize the opportunity
to drive growth through larger
acquisitions.

  destinations span 
        markets
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Top technology investment
destinations — historical view:

Oct-12 Apr-13

1. US China

2. UK India

3. India Canada

4. China UAE

5. Brazil US



Mergers & acquisitions, cont’d.

• Interest in emerging markets grows
Sixty-seven percent of technology executives indicate they have a greater focus on investing in the 
BRIC (38%) and non-BRIC (29%) emerging markets today compared with one year ago as they search
for new strategic opportunities. However, the mature markets continue to be an important investment
destination.

• Insufficient opportunity is biggest barrier 
to M&A activity
Technology executives said the key reason for not pursuing M&A activity is insufficient acquisition
opportunities — 34% are concerned with this, up from 18% in April 2013. Regulatory environment 
and valuation gap followed, with 25% and 14%, respectively.

18

Increased technology       
by mature markets

• Sales volume declines and customer losses are
leading causes of deals not meeting expectations
The most significant issue contributing to deals that have not met expectations are lower-than-
expected sales and customer loss. The overestimation of strategic value and purchase price has
declined as buyers apply more deal rigor and discipline to investments; this may be holding down
deal volumes.
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    dealmaking will be driven 
  

67%
of technology executives
have a greater focus on
emerging markets

Q: How has your sentiment toward investing in      
       emerging markets changed versus a year ago? 

24% 

9% 

67% Greater focus —
emerging markets

Less focus —
emerging markets

Stayed the same

Oct-13

18% 

22% 

17% 

4% 

13% 

15% 

Q: What is the primary reason for not pursuing acquisitions in the next 12 months?

Insufficient acquisition
opportunities

Regulatory environment

Valuation gap

Low confidence in
business environment

14% 

25% 

11% 

34% 

Funding availability

Low board/shareholder
confidence

7% 

6% 

Deal execution and
integration capabilities

Oct-13 Apr-13

3% 11% 

Q: For acquisitions completed recently, what was the most significant issue that
contributed to deals not meeting expectations?

Sales volume declines/
loss of customers

Strategic value
overestimated/purchase

price multiple too high

Unforeseen liabilities
(tax, HR, pension, etc.)

Poor operating
cost assumptions

11% 
35% 

15% 

5% 
18% 

34% 

20% 

13% 

16% 
11% 

25% 
11% 

Poor execution
of integration

Product/sales price and
margin deterioration

11% 

28% 
13% 

7% 

15% 
12% 

Oct-13 Apr-13 Oct-12

34%
of technology executives are
concerned with insufficient
investment opportunities

34%
of technology executives
cite sales volume declines/
loss of customers as the
primary reason for deals 
not meeting expectations
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Mergers & acquisitions, cont’d.

Divestments are fundamental

• Divestments enable corporate objectives
Technology executives recognize divestments for their strategic value and as an effective tool for
addressing a variety of corporate objectives. Companies will continue to shed nonstrategic and
underperforming assets as they optimize their capital structures and focus on their core business.
Activist shareholders within technology companies may serve as a catalyst for divestitures.

About this survey
The Global Capital Confidence Barometer gauges corporate
confidence in the economic outlook, and identifies
boardroom trends and practices in the way companies
manage their Capital Agendas — EY’s framework for
strategically managing capital.

It is a regular survey of senior executives from large
companies around the world, conducted by the Economist
Intelligence Unit (EIU). Our panel comprises select global
EY clients and contacts and regular EIU contributors.

• In September we surveyed a panel of over 1,600 
executives in 72 countries; half were CEOs, CFOs and 
other C-level executives.

• Business unit sales continue to be the predominant
structure for divestments
More than half of our technology respondents — 52% — who plan a divestment expect to sell a 
business unit. Fewer (18%) expect to exit through a spin-off/IPO compared with six months ago 
(33%). The increase in technology executives (18% vs. 4%) who plan a sale of an entire business 
may be driven by activist shareholders and result in increased M&A volumes.
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  to driving strategic value

• Respondents represented more than 20 sectors 
including financial services, consumer products, 
technology, life sciences, automotive, oil and gas, 
power and utilities, mining and metals, diversified 
industrial products and construction.

• Companies’ annual global revenues ranged from less 
than US$500m to greater than US$5b: <US$500m 
(19%); US$500m–US$999.9m (24%); US$1b–US$4.9b
(30%); and >US$5b (27%).

• More than 900 companies would have qualified for the 
Fortune 1000 based on revenue.

• Company ownership was publicly listed (65%), privately 
owned (20%), family owned (7%), government/state
owned (5%), and PE/portfolio owned (3%).

• 181 executives from the technology sector participated 
in the overall CCB.

53%
of technology executives
plan divestments to focus 
on core assets 

Q: What are the main drivers of your company’s planned  
       divestment activity? 

Focus on core assets

Enhance shareholder
value

Shed underperforming
business unit

Raise cash to compensate
for underperformance
of aggregate business

Fund inorganic/
M&A growth plans

67%
50%

53% 

42%
31%

35% 

24% 

18% 
21% 

31%

12% 

 Oct-12    Apr-13   Oct-13

17%

17%

19%

19%

52%
of technology executives
indicate the sale of a business
unit is the expected form of
divestments

Q: What form do you expect your divestments to take? 

Sale of business unit

Contribution of business
unit to joint venture

Sale of entire business

Spin-off/IPO of business unit
33% 

18% 

52% 

Oct-13 Apr-13

18% 

4% 

12% 
17% 

46% 
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