Corbett Keeling

This is the Q4 09 instalment of our series of reviews on the
state of the buying and selling companies in the British
Engineering sector. The review mainly uses data and graphs
from Experian Corpfin, a source that has been compiling M&A
data since the 1990s, whilst analysis is provided by Simon
Keeling, joint chairman of Corbett Keeling Ltd. Corbett Keeling
is a corporate finance boutique that was setup in 1993 and
specialises in advising on management buy-outs, and it has
particular expertise in the engineering sector.
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vity is illustrated by the f

of deals closed during each of the quarters over the past five years.

The graphs are divided between deals
where the consideration paid for
acquired companies is greater than
£40m and those where it is lower than
£40m. The data is only for transactions
where either the acquiring or the
selling business is based in Britain.

2008 saw the aggregate value of deals
worth over £40m halve from their
2007 levels, but the sub £40m market
remained strong, even growing 12%
from the previous year. Yet as is to be
expected during the worst recession in
70 years, what ever resilience that was
displayed in 2008 vanished during the
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The charts above show engineering sector deal activity divided into transactions with value above and below £40m, in each
case only including those deals completed in the period where the amount paid has been publicly disclosed and the buyer,
seller or business raising funds has operations in GB. Source: Experia@orpfin

first two Quarters of 2009, and at the end of Q4 09 the year-on-year figures for deal value showed that the
over £40m market had dropped by 75% whilst the sub £40m market had fallen by 60%. Yet 2009 did provide
some encouragement for the industry; a barren Q2 and Q3 gave way to a more fertile Q4 09 that witnessed
five deals close that were worth more than £40m (the final deal being C h e mr £132g acguisition of Hi-
Shear Technology Corp), and both the aggregate value and volume of deals worth less than £40m also saw a
marked increase on Q3 09. 2009 may have been an annushorribilisin terms of value and deal volume, but
Q4' imcreases and the emergence from recession may bode well for 2010.
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Further on from this, the industry as a whole has seen
an increase in activity. According to the Department
for Business Innovation and Skills, the UK remains the
sixth largest manufacturer in the world as measured
by output, and whilst a dwindling pool of future
engineering talent and a lack of interest by the
Government do not breed enormous optimism, figures
in January are looking more positive. Indeed as
companies begin to re-stock after having run down
their stock-piled inventory (66% are currently
operating below capacity), CBI has recorded British
manufacturing as seeing the strongest output figures
since January 2007 (31% of firms saw growth in Q4).
Similarly optimism about the potential value of British
manufacturing exports in the coming quarter are at
their strongest since 1995. The global recovery has
obviously aided this, and in turn Britain has been able
to take advantage due to the continuing weakness of
GBP which has allowed export orders to grow at their
fastest for 15 years. After the abysmal conditions that
the Engineering sector operated within during 2009, it
seems that the foundations are in place for Q1 2010 to
show some interesting results.



