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Is the Window for Global Cloud M&A Closing or Still Open?
By Michael Quinn & Jan Ebelt / 3.13.19
Since 2010, there have been over 200 deals in the UCaaS space in Europe and United States, including contact
center, hosted voice, CPaaS and other ancillary cloud communication solutions. Will 2019 bring more M&A or will
the headwinds of a slowdown in the global economy, trade disputes, security issues with Chinese manufacturers
and other global political tensions decelerate the consolidation in the cloud and managed services sector? Q
Advisors is of the opinion that despite these headwinds and political uncertainties, 2019 and 2020 will see even
greater M&A activity. The key reasons for this view are as follows:
1. Low penetration in major markets within Europe offer both US and European solutions providers a path
to significant growth at attractive margins. In addition, in markets such as France, Germany and, to a
lesser extent, Benelux, the incumbents do not understand how to sell cloud solutions to the mid-market.
2. Every company seems to have a “For Sale” sign on its door, making the sector attractive for both strategic
and financial buyers.
3. Access to capital remains attractive as interest rates in both the US and Europe remain quite low on a
historical basis.
4. Scale is required to successfully exit at an attractive valuation and the easiest way to obtain scale is
through consolidation.
5. The Cisco-Broadsoft transaction has shaken up the market, making proprietary platforms more
attractive.
6. The growth in CPaaS and contact center demand is also driving consolidation.
However, there are signs of tension in the marketplace such as:
1. Unrealistic valuation of certain sellers who are unable to differentiate between valuations placed on pure
cloud proprietary providers and those that are simply resellers of third-party platforms and minutes.
2. Consolidation plays that are long on acquisitions, but short on strategy, are leading sellers to hesitate in
joining these consolidation plays.
3. Too many sellers in the marketplace are giving buyers the ability to play off sellers and lower purchase
prices.
4. Regulatory headwinds around data protection, taxes and Brexit.

The winners in these consolidating markets will have many of the same characteristics:
1.
2.
3.
4.
5.

Growth in excess of 20 percent.
Customers that take two or more solutions.
ARPUs in the top quartile of service providers.
Some proprietary solutions or OSS/BSS systems.
A top-level management team with a clear organic and M&A growth strategy.
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