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Sector Qverview

TMT M&A activity looks to be turning a corner as overall market sentiment improves
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Sectoral insight e

It has been 5 months since the last Federal Reserve rate hike. As the macro
backdrop continues to stabilize and rate cuts are expected as early as March 2024, we

are seeing a significant YoY increase in Total and Average deal value in the sector. Deal count by region

As 2023 winds down, there is meaningful optimism for TMT M&A activity going
inte 2024. Notably, take-privates - such as Blackstone's acquisition of software
comparny Cvent for 54.6bn - have increased in 2023. This trend is expected to
continnbe in 2024 as PE firms seek to deploy dry powder

that accumulated throughout a relatively sluggish dealmaking environment in 2023.

It is becoming harder for companies to close megadeals - such as Intel's

attempted acquisition of Tower Semiconductor Ltd. This s due to increased
: ; H i . mEMEA = APAC = Smericas
regulatory sorutiny coupled with high costs of debt financing due to interast rates.
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Tronsaction Ovanview

OpenText's divestment of its AMC business to Rocket Software

7 Rocket opentext-

software

Acquirer: Rocket Software

Transaction Summary

Rocket Software Inc is a US-based software technology firrm founded in
19490, The company develops enterprise software solutions in areas like
application lifecycle managerment and business analytics and is mostly

owned by Bain Capital Private Equity.

I recent wears Rocket Software has partnered with large enterprisas such as
B¢, Dell EMC, and Hitachi, te solve their most complex [T challenges. Its

hybrid cloud strategy empowers customers to optimise their application
partfelio, enabling them toe bridge the gap to modemn use cases without

disrupting their mission-critical operations.

Target: OpenText (AMC)

OpenText's Application Modemization and Connectiwity [AME) business has
been a leader im application modernization for mamy years, providing
industry-leading tools incheding COBOL and hest connectivity. These tools

enable organizations to leverage their core applications and offer flexibility
far modemization

The AMC business of OpenText was formery part of Micro Fecus and Open
Text acquired Micro Focus for a transaction value of 56 billion last year.

Seller: OpenText

DpenText (MASDAD: OTEX] is Canada's fourth-langest software company that
develops  and sells  enterprise  information  managerment  softwars
headguartered in Waterloo, Canada.

The cornpamy has purseed an acguisition-led strategy throughouwt its 30-year
histary.

Market Cap: %10.9 bn
Net Debi: S8.1 bn
2022 Revenise: $3.5 bn
LTA EVfRevenue: 37w

On Movemnber 28" 2023, Open Text Corporation announced that it has
reached a definitive agresrnent to divest its AMC business fo Rocket
Software, Inc., a Bain Capital portfelio company, for 32,275 billion in cash.

Mhe combination of AMC and Rocket Software’s will create one of the world's
largest IT mainframe modernization and connectivity software companies.
Under the terrms of agreement, the software, associated services, and
approxmately T50 employees of AMC will be integrated into Rocket Software.
The deal is expected to close im 02 2024 ending June 30, 2024,

OpenText (NASDAQ: OTEX) Share Price
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Announcement date: 25" Navember 2023

Transaction value: 5175 bn
AMC's FY23 Revenue multipbe: 4.6x
AMC's FY23 Adjusted EBITDA multipde: B3

Barclays, Deutiche Bank, BEC

Acquinar achinarisy Capital Markets, UBS

Target adviser{z): Goldman Sachs

WaAaRwWICK MeEA GROUP
w L
2e

Dieal Spotlight 1



Ratianale and Outlook

The deal could enhance Rocket Software modernization portfolio

7 Rocket opentext-
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Rationale and Qutlook

AMC Divestment Benefits

/7

“ill

Rocket Software has steadily built a significant infrastructure and legacy
wystem support portfolic spanning aver 20 acquisitions. This contimues to
enhance its modernization portfolio that aligns with oustomer dernands,
whather on-premises or through a hybrid cloud strategy, strengthening
retention rate, cross-sell opportunities and drives sustainabde growth

For OpenText, the benefits are centered around the growth opporunities
in Cloud and Al while accelerating OpenText's plan to redece debt {<3x
Leverage Ratio within 90 days of clasing)

The AMC division of Micro Focus did net fit inte OpenTest technically and
culturally, bt this deal still leaves a lot of its teams behind, including their
own HP software acquisitions, which come with & healthy revenue stream

and customer base.

Risks and Uncertainties

Faster and Higher

Future Cloud Growth

=Higher Cloud as % of revenue

» RAD focused on clowd inmovation

= Higher ARR as % of revenue

L 3

ket Leverage of < 3x

= Lowar interest expense

= Dividends

¥

Potential future share buybacks

OO
A

™

OpenText acquires a lot of companies but rarehy divests those businesses at a later date. In ower 20 wears, this is the first divestiture and only significant

one in the company's history, Going forward, it remains to be seen whether more divestitures will corme. This strategic deal may give OpenText the

appetite for larger deals, followed by lucrative divestrment of the acquired assets,

Gemerative Al creates uncertainty in the future of software. For horizontal software players like OpenText will stand to integrate quickly with Gan Al

ppplications or risk bosing customers. Howewer, these companies are in a flimsier position if overly subscribed to external Al modelling produects since

they don't operate in an industry niche where value creation can be more easily achiewad.
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fransaction Overview
*2* Telefonica foNgHiT
Telefonica’s acquires shares of Telefonica Deutschland g p—

Acquirer: Telefonica

Transaction Summary

Telefénica, 5.A. and its affiliated companies offer telecommunications
services across Ewrope and Latin America. They provide a range of mobile
services including voice, data, internet, and additional serdces.

These include mobile-related offerings such as corpesate, roaming, fized
wireless, as well as trunking and paging services. With approxirnately 384
rhillion customers, it is a leading telecommunications provider in the regions
it serves. |t is headquartered in Madrid, Spain.

Market Cap: €20.7bn
Met Debt €4.5bn
2022 Revenue: €40.8bn
EV/EBITDA B.6x

Target: Telefonica Deutschland

Telefénica Deutschland provides telecommunication services to  both
individual and cofporate custormers in Germany. These semicas include
mokile and stationery volce and data capaklities.

Additionally, the compary offers loT sarvices and advertises their products
under 02, Blau, and Ortel, in addition to Telefonica. it is based in Munich

and is one of the leading telecommunications provider in Germany, serding
moare than 44 million mokdle accesses and 2.3 million broadband accesses.

Market Cap: €£6.95%bn
Net Debt: £4.68n
2022 Revenise: £E.7bn
EV/EBITDA 5.5x

on Movember Tth, 2023, Telefénica entered an agreement to acguire a
18.52% stake in Telefénica Deutschland Holding AG far €1.3 billion in an all-
cash transaction at €2.35 per share, 37.6% to the closing share price en &
Mowember 2023 and a premium of 36.3% o the preceding 3-months
valume-welghted average price

The acquisition of the Telefdnica Deutschland shares as part of this offer as
well ag the transaction costs will be covered entirely from the existing lguid
assets and ligquid cash eguivalents. The deal is expected to reach completion
im January 2024,

¢ 200 Telefonica Deutschland (XTRA:02D) Share Price
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Announcement date: 7= Movember 2023
Offer per share: £2.35
Transaction value: €1 3bn
Implied Premium: 37.6%

Bank of America, JPMorgan
Chasefs Co.

Citigroup, Goldman Sachs

Acquirer adviser|s):

Target adviseris):
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Rotianale and Oulloak L
'!' Telefonica FlCiic

Telefonica could increase loT presence... J—

Rationale and Qutlook Brand Partnerships

This acquisition will increase Telefonica's market chare in the telecormmunications industry and

thizs will enable them to benefit frorm the industry's projected CAGR of 6.2% from 2023 to

2030, The industry size is expected to reach $3103bn in 2030, The CED of the Telefdnica Group

projects free cash flow to be EUR dbn as a result of the soquisition.

Telefénica and Telefénica Deutschland serve different regions; howeyer, the acquirer could

% benefit fram an increased presence in all core regions, Brazil, Germany, Spain and the LE
Additionally, Telefdnica Deutschland has partnerships with companies such as 02 and Crtel MO EILFUNE

Custorners could benefit from the increased conmectivity that such companies provide.

/’fjlji| Telefénica Deutschlamd also offers extensive Intermet of Things [leT) capabilities. The
L goguisition could lead to increased innevation in this sector, which has a CAGR of 26.1% 1o

2030

Fafoeird Deutsoniand’s panmershiss

Risks and Uncertainties

A Telefénica has had issues with regulation issues in the past. For example, in 2009 when the EU Competition Commision suspected that Telefdnica
|_.-::,& wiolated commitrnents it had made to the antitrust body to gain approval for its E-Plus acquisiticn. With the Telefonica Deutschland acquisition leading
f::l te & passible increase in Telefonica’s market share in different regions, they could potentially violate competiion laws in those regions which would

result in hefiy fines that could deteriorate the company's financial health

\"'\u Telefénica Deutschland recently lost a rmajor wholesale client, 181, and are currently undergoing a 3-year recovery plan to mitigate this loss. The 181
. * departure is expected to create a EUR 20dn loss on free cash flow for Telefdnica Deutschland. If they are not able to successfully implerment their

mitigation plan, this potential cash flow loss could have a negative imgact on the Telefénica group due 1o the acquisition.
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fheals to waich

We selected 4 deals with the biggest potential impact on the industry...

MNov 21%, 2023 €14bn

Have entered take private discussions with:

Adevinta
Stage of the deat: ) @@ OO

Comment A corsortium of private equity fims led by Permira and Blackstone are
kooking to take Adevinta private for ¢ €1d4bn bdevinta is a Morwegian advertising
company aperating i online marketplaces, which was spun off by Mormegian media
company Schibsted in 2009, Adevirta is listed on the Oslo stock excharnge [OBADE)

Chances of success:

The current bid is a c. 50% premium on the last three-month trading price. Adevinta's
board did not formally recommend the offer but mentioned it was worth considering
and “within the range of what is fair”. If the deal is completed it would be the langest
THT buyout of the year, but it will face challenges regarding valustion ard firancing.

Mow 24th, 2023 £2.2bn
)7

Indicated as top choice to adwise the lenders of:
open fioer

Stage of thedeak (PP OO

Comment Some 30 banks, including Banco BPM, BMP Paribas, Intess Sanpacla, and
UniCredit, that hawe bent to Open Fiber, an Ifalian wholesabe-only telecommunications
company, have PIT as the top choice ta adsise them on the €22 bn funding gap. Open
Fiber has previcusly drawn down c. €5bn of a €7.2 bn credit lire prosided in 2021 and
now wants 10 acoess the remainder as spending to bring the netwark to rural areas of
thie coundry has been higher than expected.

Chances of success:

Lenders are expected to ask shareholders for burden-sharing for the furds and some

mternational lenders with Bmited exposure are weighing the sale of their holdings. CDP
Equity owrs B0% of the company and Macouarnie Asset Maragement 40%.

Meov 2™, 2023 $6.5bn
== |
Renewed discussions to acquire:

GLOBAL

stage of the deat: @@ OO0

Comment ECQT has renewed talks to acquire Glabal Sestch, a London-based
company which runs 13 data centers in Europe and APAC, for $6.5bn. Ceners, Chinese
steelmaker Jiangsu Shagang Group and Avic Trust, hawve considered aptions since 2015,
The [atest round of bidding in late 2022 imeolving EQT, KKR, and PG failed due to
waluation disagreements—the owners value the company at c. $10bn. Apart from
waluation, legal matters mvolving data regulations could complicate the deal

Chances of success: Liow

Thee rising reliance on technology has made data centers an attractive assets, promising
stabde returns ard growth through the increased reliance on technology.

Mewv 15, 2023 ~475bn

SPACE X
Is reportedly considening the spin-off of:

s

Stage of the deal: (P PO

Comment: Reparts of Starlink’s spin-off from Spacel began picking up in mid-
Mowember with an article written by Bloomberg indicating that SpaceX has been
mowing the satellite unit's assets to a wholly owned subsidiary that would ultimately be
spun off in the IPD. Confidence in the IPO is high on the street howewer the exact
teming is still up for speculation with estimates ranging from as early as 2024 to
2027, CEQ Elon Musk denied the IPQ reports but has previously mentioned patential for
a Starlink [P0, contingent on the company's ahility to acourately forecast cash flows.

Chances of success: High

A gqnificant portion of Spacei's §180bn valuation has been attributed to Starlink.
Starlink's estimated valuation falls betwesn 37500 to $100bn
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Glossary

Take-private: & take-private transaction, also known as a public-to-private ("F2P7), refers to a situation whereby the shares of a publidy-traded companies are taken off
the market by an investor, therefore converting the ownership from public (i.e. listed in the stock market) to privately owned

Dry Powder: Cash that has been cormmitted by investors but has yet to be allocated by investment managers to a specific investrment

COBOL: Development and deployment tooaling for distributed COBOL applications

laT: Refers to the collective network of connected devices and the technology that facilitates communication between devices and the doud
Host Connectivity: Mainframe/Unix emulators, application access, process automation and security salutions

Divest: to sell 8 company's investments, divisions, or assets

ARR{Annual Recurring Revenue): a subsoription econamy metric that shows the money that comes in every year for the life of a subscription

Volume-welghted average price: the average price a security has traded at throughout the day, based on both voleme and price.
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