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Market Context
We are currently experiencing an unprecedented 
market environment with the onset of COVID-19-
related social distancing, and lockdowns across the 
world resulting in a complete slowdown of economic 
activity. COVID-19 has introduced a level of 
unpredictability not previously seen by investors, and it 
continues to drive sustained levels of market volatility. 
Certain sub-sectors of tech (online travel, ridesharing, 
etc.) have been hit especially hard. While segments of 
the enterprise software market are core enablers of 
remote working and accordingly are seeing an uplift in 
utilization, the sector is not immune to broad sell-offs. 

Pagemill Partners-tracked software vertical indices 
have experienced drops of up to c.30% from their 
peak. Even less volatile large-cap vendors have 
experienced a sizeable drop in share price with our 
Large-Cap Index trading at c.17% below its peak. It is 
unclear if we have hit a bottom yet and the overall 
long-term economic impact of COVID-19 on public 
markets is yet to be determined. The impact of COVID-
19 is also being felt on large-cap tech M&A with deals 
larger than USD 1 billion (bn) being pulled in the past 
two weeks (e.g. Thoma Bravo’s proposed acquisition 
of Imprivata) given concerns around raising debt 
financing and the valuation impact from the current 
market environment.

Our Perspective
Across our network, businesses are adjusting swiftly and planning for 
worst case scenarios. Investment priorities are being re-evaluated with 
a focus on flexible resource allocation, for example towards customer 
success, as pipelines are inevitably impacted. Software companies 
appear to be better positioned to transition to remote work and benefit 
from recurring revenue and cash upfront models which provide 
downside protection, at least over the short term. 

Sectors such as communication and collaboration, infrastructure 
technology, and digital commerce are natural beneficiaries of remote 
working and social distancing. Our sector multiples analysis indicates 
the smaller impact suffered by these stocks. Other business models 
such as analytics and some cyber security businesses with utility-based 
pricing models are also seeing near term uplifts. While no business will 
escape some near term disruption, we are also seeing ambitious 
management teams of more mature businesses looking forward to the 
opportunities for market share gains and potential consolidation.

Despite the continued market volatility and slowdown in large-cap M&A, 
we expect mid-market M&A for deals under $300 million (mn) especially 
for certain sub-sectors of software to pick back up in Q3 and remain 
strong through the end of 2020 and heading in 2021. Lastly, we see 
continued engagement from private equity firms with existing portfolios 
which are less exposed to the downturn, and/or with largely 
uncommitted funds, while strategic investors have taken a more 
conservative stance.
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Pagemill Partners Tracked Software Verticals
EV/CY21 Revenue Multiples1 (As of March 31, 2020 vs. February 15, 2020)

Vs. YTD (14.0%) 20.0% (7.3%) (13.4%) (12.9%) (2.6%) (13.0%) (20.1%) (22.7%) (5.5%) (10.6%)

Vs. February 
15, 2020

(28.5%) (2.4%) (21.5%) (16.9%) (21.4%) (15.2%) (23.3%) (26.4%) (30.1%) (12.6%) (20.0%)

Vs. 52-week 
High

(28.4%) (4.8%) (22.1%) (24.2%) (21.9%) (16.1%) (23.8%) (26.2%) (30.5%) (13.5%) (20.3%)

Total Debt / 
Market Cap

14.2% 11.2% 11.5% 11.9% 9.8% 10.1% 11.0% 17.5% 15.1% 11.9% 24.1% 

Net Debt / 
Market Cap

(11.6%) 7.7% (5.0%) (6.5%) 5.7% (1.9%) 4.3% 22.2% 3.5% (2.9%) 13.2% 

Source: Capital IQ as of March 31, 2020
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EV = Enterprise Value; CY = Calendar Year; Market Cap = Market Capitalization, Net Debt = Total Debt less Cash
1 Revenue multiples of each vertical calculated as the mean of constituent multiples
2 Index value of each vertical based on dividend adjusted value of constituents, weighted by market capitalization
3 Leverage ratios weighted by constituent market capitalizations

Index Value Performance and Leverage Ratios2,3 (As of March 31, 2020)

Mean1 multiple of 
vertical as of 
Feb 15, 2020

Mean1 multiple of 
vertical as of 
Mar 20, 2020

% change in 
mean multiple 
between dates
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Source: Capital IQ as of March 31, 2020

Pagemill Partners Large-Cap Index

EV = Enterprise Value; NTM = Next 12 Months
Pagemill Partners Large Cap Index includes: MSFT, CSCO, ADBE, ORCL, INTU, SAP, ADSK, WDAY, IBM, VMW, CRM, NOW, DSY, ADP and ROP
1 Index value based on dividend adjusted value of constituents weighted by market capitalization
2 Percentage change in Large Cap Index Value as of March 31, 2020

EV/NTM Revenue

Performance of Market Indices for the Last 10 Years
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Source: Capital IQ as of March 31, 2020

Pagemill Partners SaaS Index

EV = Enterprise Value; NTM = Next 12 Months
Pagemill Partners SaaS Index includes: TWOU, BNFT, BOX, CSLT, CSOD, FIVN, HUBS, LPSN, LOGM, NEWR, PFPT, QLYS, RP, RNG, CRM, NOW, SPLK, SPSC, 
VEEV, WIX, WDAY, ZEN, SCWX, APPF, TEAM, TWLO, INST, SHOP, NTNX, BL, COUP, OKTA, ALRM, AYX, APPN, BLKB, ECOM, CLDR, EBIX, EVBG, FEYE, 
HSTM, JCOM, KXS, MIME, NH, PAYC, PCTY, QTWO, TRHC, TLND, TTD, UPLD, WK, YEXT, ZIXI, ADBE, DBX, ZUO, DOCU, SMAR, ZS, SVMK and PD.

Performance of Market Indices for the Last 10 Years
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Pagemill Partners Tracked Software Universe

Source: S&P Global Market Intelligence as of March 31, 2020, and includes the most actively traded software companies 
for respective covered sectors, excluding most microcap companies.

All trademarks, trade names, or logos referenced herein are the property of their respective owners.

ERP and SCM

Communication and 
Collaboration

Engineering Infrastructure HCM
Financial 
Services

Financial and 
Accounting

BI and 
Analytics 

BI = Business Intelligence, CRM = Customer Relationship Management; ERP = Enterprise Resource Planning; 
SCM = Supply Chain Management; HCM = Human Capital Management

Cyber 
Security

CRM and 
Marketing 

Vertical 
Software 



7

Global Software Market Alert | April 2020

About Duff & Phelps

Copyright © 2020 Duff & Phelps LLC. All rights reserved.

Duff & Phelps is the global advisor that protects, restores and maximizes value for clients in the areas of valuation, corporate finance, disputes and investigations, cyber security, claims 
administration and regulatory issues. We work with clients across diverse sectors on matters of good governance and transparency. With Kroll, the leading global provider of risk solutions, 
and Prime Clerk, the leader in complex business services and claims administration, our firm has nearly 4,000 professionals in 25 countries around the world. For more information, visit 
www.duffandphelps.com 

M&A advisory, capital raising and secondary market advisory services in the United States are provided by Duff & Phelps Securities, LLC. Member FINRA/SIPC. Pagemill Partners is a 
Division of Duff & Phelps Securities, LLC. M&A advisory, capital raising and secondary market advisory services in the United Kingdom are provided by Duff & Phelps Securities Ltd. 
(DPSL), which is authorized and regulated by the Financial Conduct Authority. Valuation Advisory Services in India are provided by Duff & Phelps India Private Limited under a category 1 
merchant banker license issued by the Securities and Exchange Board of India.

The material in this report is for information purposes only and is not intended to be relied upon as financial, accounting, tax, legal or other professional advice. This report does not 
constitute, and should not be construed as soliciting or offering any investment or other transaction, identifying securities for you to purchase or offer to purchase, or recommending the 
acquisition or disposition of any investment. Duff & Phelps does not guarantee  the accuracy or reliability of any data provided from third party resources. Although we endeavor to provide 
accurate information from third party sources, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future.
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