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Number and Value of M&A is on the Rise

M&A Update

After a recession-induced pause, the tech
industry is back and M&A deals, including
number and value, are rising overall in the
US. However, the numbers are mixed
quarter-by-quarter around the world and a
cautionary M&A environment is sfill in place.
The M&A environment is sfill very fragile and
you see it in a slight Q2 2010 slowdown in
global M&A activity.

Tech M&A is
however.

fueling growth globally,

A year ago, it was difficult to sell your
company during such a distressed
economy. According to a report by
PricewaterhouseCoopers' Technology
Transaction Services, oOMost companies
shelved their  M&A  activities and
concentrated on restructuring operations
and conserving cash."

Today, we are seeing the beginning stages
of an M&A o0feeding fre

Global M&A

Announced global M&A (all industries)
totaled US$976 billion so far in H1 2010 (YTD),
on par with H1 2009 (US$977 bilion). Q2
activity totaled US$454 billion, down 10%
from Q2 2009 and down 13% from the
previous quarter. US targets accounted for
35% of global activity in the year to date,
ahead of Europe (US$227 billion, 23%) and
Asia Pacific (US$186 billion, 19%).

U.S. M&A

Announced M&A targeting the US reached
US$339 billion in the year to date, down 5%
from H1 2009 (US$358 billion). Q2 activity
totaled US$171 billion, up 2% from Q1 but
down 15% from Q2 2009 (US$202 billion).
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Europe M&A

According to CorpFin, Europe saw a 17.5%
decrease in European M&A and Equity
Capital Market transactions announced
during Q2 2010 with only 2,375 deals
compared to 2,879 transactions in Q1 2010.

EUR148.7 billion worth of transactions were
announced in Europe in Q2 2010, down by
16.1per cent on Q1 2010.

The UK saw a 15.5 per cent decrease in the
number of UK mergers and acquisitions and
equity capital market fransactions
announced during Q2 2010 compared to
Q1 2010, data from Experian shows.

GBP46.2 billion worth of transactions were
announced in the UK in Q2 2010, down by
8.7 per cent on Q1 2010.

According fo Thompson Reuters Q2 2010
M&A Review, European tfargeted M&A
announced in Q2 2010 totaled US$122

biflion, up 16% from the previous quarter

(US$105 bilion) and up 7% from Q2 2009
(US$114 Dbilion). Year to date activity
reached US$227 bilion, down 23% from H1
2009 (US$295 billion). This could mark the
worst start of the last 10 years in Europe.

Asia Pac. M&A Down

Announced M&A targeting the Asia Pacific
region reached US$89 billion so far in Q2 ,
down 9% from the previous quarter (US$97
billion) and down 32% from Q2 2009 (US$130
billion). Year to date activity totaled US$186
billion, down 1.1% from H1 2009 (US$188
billion).
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Buyside Financial Sponsor M&A on the Up

Global private equity backed M&A totaled
US$40 billion in Q2 2010, up 33% from the
previous quarter and up 125% from Q2 2009
(US$18 billion). Year to date activity reached
US$70bn, up 102% from H1 2009 (US$35
billion).

Cross Border M&A (EMEA/U.S.)

Acquisitions abroad grew for the b5th
consecutive quarter to reach US$197.5
billion in Q2, up 10% from the previous
quarter. Year to date activity totaled US$376
billion, up 69% from H1 2009 (US$223 billion).
Cross border M&A accounts for 39% of deals
announced in 2010.

Withdrawn M&A Hits $143 billion

Wit h Prudenti al 6s
billion bid for AIA, global withdrawn M&A
activity for year-to-date reached US$143
billion up 29% from the same period last
year.

Tech M&A

According to The 451 Group, spending on
tech M&A in the second quarter surged fo
the highest quarterly rate since the credit
crisis erupted, driven by a return of some of
the largest technology buyers. Overall, deal
makers announced 773 fransactions, with a
total value of $62bn. The Q2 total, which
represented a doubling of spending from
the first three months of the year, topped the
previous record i n t
environment by slightly more than 10%.

IPO Activity (U.S.)

IPO activity through the first six months of
2010 approached pre-recession levels of
five and six years ago, with total new filings
in the U.S. rising to 128 so far in 2010 from 15
during the same period of 2009, and priced
IPOs rising to 62 from 14 in 2009. Within the
technology sector, priced offerings rose
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correspondingly to 20 in TH 2010 compared
to six in TH 2009,

What ds driving current
Acquisitions "really matter to us," Google
Chief Financial Officer Patrick Pichette said
in an earnings call in April.

The rise in activity reflects a return to normal
after a bruising recession all but killed the
appetite of tech companies to make deals.
Low interest rates have helped drive up
tech shares, fueling the M&A frenzy.

Both companies and private equity firms are
currently sitting on piles of cash. In fact
companies are sitting on the highest
percentage of cash
Because companies have cut costs and
reduced inventories even as profits have
recovered, cash balances have climbed to

wi t hdr ajt.84 trilliorf, acicarding WoS §Bcb frobn the

Federal Reserve.

The top 10 technology companies currently
have approximately $250 billion in cash.
Cisco has nearly $40 billion in cash reserves;
Microsoft, $37 billion; and Apple, $23 billion.
They understand that if they don't put the
money to use on deals, shareholders will
start lobbying for dividends.

U.S. based Private equity firms are sitting on
an estimated $500 billion in cash. Those PE
firms with dry powder are bidding
aggressively, in the United States, Europe
and Asia. One of the biggest and costliest
deals so far this year (as of May 4, 2010) was
thed anceguisitionnod o shaké & the Interactive
Data Corporation, a financial market data
company, by two private equity firms, Silver
Lake and Warburg Pincus, according to
Capital IQ, which tracks the industry. A third,
unidentified private equity partner dropped
out because the price was too high.

The two buyout shops paid $3.4 billion, or
$33.86 in cash for each share of LD.C. i a
premium of nearly 33 percent to the going
price in the stock market. Technology
companies offen command high valuations.
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What Buyers Want

Companies that cut back over the past few
years now are feeling they need fo catch
up and acquire fechnology. Buyers are
paying more for small, innovative
companies in high-growth areas with long-
term potential, according to a report by
Ernst & Young.

Fueling M&A action is an uptick in initial
public stock offerings and VC investments in
tech firms. This year is shaping up as the best
for fech IPOs since 2007, when there were
59. Already, a dozen venture-backed tech
IPOs have been filed A and venture
capitalists such as Geoff Yang, a partner af
Redpoint Ventfures, expect more than 50.
When VC& open up their checkbook after a
bad economy, that is when small
companies emerge and become big, like
an Apple or Google.

There seems to be an upcoming feeding
frenzy in effect. Af t
for a Il ong time, youor

One booming sector to note is in cloud
computing. IBM predicts the cloud
computing market will mushroom to $126
billion by 2012 from $47 billion in 2008.

Recent Notable Tech M&A Deals

On May 12, 2010 - SAP paid $5.8 billion to
acquire database maker Sybase in one of
the biggest tech deals of the year. A recent
flury of M&A  wheeling-and-dealing
included IBM, which acquired Cast Iron
Systems to bolster its standing Internet-
based computing. And then in June, IBM
acquired private software vender
Coremetrics to add web analytics
capabilities. Apple acquired Siri, maker of a
voice-recognition application, and Intrinsity,
a chip designer. Hewlett-Packard snapped
up Palm for $1.2 bilion. Salesforce.com
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acquired Jigsaw, maker of a Web-based
business address book, for $142 million. And
Google acquired Picnik, On2 Technologies
and Aardvark in the past few months to
"build on (Google's) existing focus areas and
to bring new talent and new technology."

youbve been starving
really anxious to eat.
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Q2 2010 o Software M&A (Announced)

Date Buyer Target
6/29/10  Unify Corp. Strategic Office Solutions
6/28/10  AT&T Xanboo Inc.
6/23/10  Algorithmics Inc. Towers Watson & Co. VIPitech
6/23/10  Hewlett Packard Melodeo Inc.
6/23/10  Sage Group Plc Teta, S.A.
6/22/10  Dessault Systems S.A. Geensoft SAS
6/21/10  Tibco Software Proginet Corp.
6/17/10  NTT Data Corp. Apex Systems (FirstApex)
6/16/10  Descartes Systems Group Routing Intl
6/16/10  Consona Compiere
6/15/10  IBM Coremetrics
6/15/10  NTT Data Corp. Intelligroup
6/10/10  TPG Capital Vertafore
6/10/10  Dessault Systemes Exalead
6/9/10 Check Point Software Technologies Liquid Machines Inc.
6/9/10 Autonomy CA (Information Govt. Assets)
6/3/10 Google Invite Media
5/26/10  Oracle Market2Lead
5/26/10  Taradata Xkoto
5/20/10  Symantec Verisign (Identity and Authentication Business)
5/20/10  Google Simplify Media
5/18/10  Accenture CadenceQuest
5/18/10  Google Global IP Solutions
5/12/10  SAP Sybase
5/12/10  Oracle Secerno
5/4/10 Silver Lake, Warburg Pincus Interactive Data
5/4/10 Flexera Software ManagedSoft
5/3/10 Apax Partners Sophos Plc
5/3/10 IBM Cast Iron Systems
4/28/10  Hewlett Packard Palm
4127110  Google Lab Pixies
4/21/10  Salesforce.com Jigsaw Data
4/20/10  Google Agilnux
4/16/10  Oracle Phase Forward
4/12/10  Google PlinkArt
4/2/10 Google Episodic

Selected M&A Transactions for the period April 1, 2010 to June 30, 2010
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Transaction Value
$37.7 million

$51.8 million
$6.8 million
$19.7 million

$199 million
$1.4 billion
$161.6 million

$1.28 hillion

$5.8 billion

$3.4 billion

$830 million

$1.2 billion

$142 million

$685 million
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Q2 2010 0 IT Services M&A (Announced)

Date Buyer Target Transaction Valug
6/17/10  Cognizant Galileo Performance
6/16/10 Cap Gemini Strategic Systems Solutions (remaining 51%)
6/15/10 CIBER Segmenta A/S
5/28/10 SAVVIS Fusepoint Managed Services $124.5 million
5/12/10  Glodyne Technoserve DecisionOne Corporation $104 million
5/10/10  Apax Partners TIVIT S.A. (54%) $ 953.5 million
5/10/10  Cognizant PIPC Group
5/7/10  CGI Group Stanley $1.07 billion
4/22/10  MindTree Limited 7strata IT Services
4/20/10  Oak Hill Capital Partners ViaWest
4/15/10 Boyne Capital & Grindstone Fulcrum IT Services
4/12/10  Cerberus Capital Management DynCorp Int'l $1.473 billion
4/7/10 Dimension Data Magenta Computacion S.A. (51%)
4/6/10 hiSoft Technology International Echo Lane
4/6/10 Sierra Atlantic Baytree Associates
4/5/10 Compushare InfoPartners

Selected M&A Transactions for the period April 1, 2010 to June 30, 2010
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The information contained herein is of a general nature and is not infended fo address the circumstances of any
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no
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future. No one should act on such information without appropriate professional advice after a thorough examination of
the particular situation. This is not an offer to sell or purchase securities, nor recommend an individual security or
company.

Generation Equity Advisors, LLC Page 8



mailto:aaron@generationequityadvisors.com
mailto:chad@generationequityadvisors.com

