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Flush with money to invest, private equity
firms are increasingly seeking out targets

on the public markets. David Prosser asks
whether private ownership is a logical plot
development for many listed companies

he shrinking UK stock market
I is not news. By the end of 2025,

there were 1,753 publicly listed
companies in the UK, according to the
Financial Conduct Authority, down
from 2,002 five years previously.
Hundreds of former public companies
are now privately owned, and the slow
trickle of initial public offerings has
been insufficient to replenish numbers.

For many years, public company
transactions were largely the preserve
of trade or strategic buyers — private
companies acquiring their peers to
build scale, expand into new markets,
or pursue other strategic goals. More
recently, however, private equity
investors have increasingly entered the
fray in significant numbers.

In April, the faculty launched a best-
practice guideline on public to private
(PTP) transactions — a timely update
of guidance first published in 2021 that
provides a detailed overview of the
regulatory environment surrounding
acquisitions of publicly listed
companies in the UK.

“These trends do tend to follow
cycles, but there are good reasons to
think we will continue to see strong
levels of PTP activity,” says Jon Raggett,
corporate finance director at PwC, who
co-wrote the guidance alongside PwC
partner and colleague Joseph Katz,
Travers Smith partner Ben Lowen, and
Spencer Summerfield, a consultant at
the law firm.

In fact, private equity (PE) investors
have been keeping the M&A data afloat.
Bidders announced 56 firm offers
for UK-listed companies last year,
according to White & Case’s M&A
Explorer — marginally up on the 55
recorded in 2024 — of which 30 were
PE-backed (up from 23 in 2024).

Big ticket

The headline PTP was KKR’s £4.8bn
acquisition of precision instruments
manufacturer Spectris, following a
bidding war with the US PE firm’s rival,
Advent International (see ‘The battle
for Spectris’ box). Other big-ticket
deals included the Permira-led £2.3bn
PTP deal for professional services firm
JTC, and Goldman Sachs’s private
funds division overseeing the delisting
of investment firm Petershill Partners.

Trade deals haven’t disappeared
altogether, of course. Aviva paid £3.7bn
for rival insurance group Direct Line
last year, for example, while Nasdag-
listed DoorDash bought the takeaway
food technology company Deliveroo
for £2.9bn. But PE firms have certainly
become much more enthusiastic about
PTP deals of late, following a prolonged
period of caution.

That dry spell really began in 2010,
when the acrimonious takeover of
Cadbury by US food manufacturer
Kraft Foods prompted a major
overhaul of the Takeover Panel’s
rules. Uncharacteristically, PE




investors appeared intimidated by
the controversy around the Cadbury
battle, as well as perceptions that
the Takeover Panel’s reforms posed
significant complexities for deal-
makers targeting UK public-listed
companies.

Today, by contrast, investors are
more likely to conclude that any
additional complexities are justified,
says Stephen Nash, a partner and
head of the UK plc advisory team at
Eversheds Sutherland. “They see these
complexities as worth it if they can
acquire an asset not available on the
private market, or at a lower price than
the equivalent private company.”

Several factors explain PE’s
increasing enthusiasm for PTPs. One
key driver is that many PE firms are
now under pressure to deploy cash,
so they must cast the net wider for
opportunities. PE dry powder stood
at $2.5trn last year, according to S&P
Global Market Intelligence and Pregin
— not far off its all-time high.

Moreover, valuations of listed
UK companies, particularly outside
the blue-chip FTSE 100 index,
are compellingly low compared
with private businesses and their
international peers. For foreign
investors, this advantage is amplified
by the weakness of sterling against
most international currencies.

FTSE 250 businesses, for example,
are typically stuck on forward earnings
multiples of between 10x and 12x,
compared with 20x for comparable US
companies. The valuation gaps between
small-cap stocks in the UK — including
AIM-listed companies — and many
international markets are even wider.

PTP deals also have certain
advantages compared to buying
privately owned businesses. Public
companies are highly visible to
deal origination teams, with capital
markets rules that require them to
publish detailed accounts of their
financial performance, making initial
assessments, on the whole, more
straightforward.

On top of this, their share price
establishes a clear baseline for any
acquirer considering making an offer.
Institutional shareholders may be more
pragmatic about accepting a suitable
bid than owner-managers or founders,
for whom more emotive considerations
can come into play.

Indeed, offer premiums appear
to have fallen. Analysis from BDO
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‘In a public
takeover it is
harder to
have the
same degree
of certainty
when a deal
is announced’

Jon Raggett
Corporate finance
director, PwC

suggests the average PTP transaction
last year completed at a premium of
less than 40% to the average share
price over the month prior to news of
the deal. In previous years, that figure
has often been well above 50%.

Regulatory hurdles

Nevertheless, there are reasons why PE
investors have sometimes been reluctant
to contemplate PTP transactions. The
fact that most deals for publicly listed
companies in the UK must be conducted
in accordance with the Takeover Code

— supervised and regulated by the
Takeover Panel — gives rise to nuances
that can make investors uncomfortable.
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“They want you to consult them and
they’ll engage with you personally
rather than via an online post box —
regardless of deal size, they’re very

“A key consideration in a public
takeover is that it is harder to have the
same degree of certainty when a deal
is announced as in a private process,

I

and in many cases there is a risk that a The Takeover quick to respond.”
higher competing bidder could emerge,” Panel are_very
explains PwC’s Raggett. responsive. All’s fair

Takeover Code requirements rule They want Recent changes are part of this
out the exclusivity agreements that you to consult positive story, adds Travers Smith’s
buyers of private companies routinely them and Summerfield, a former head of corporate
negotiate. In the absence of such , at the firm and now a senior consultant.
agreements — or terms such as break they ." engage “Twenty or 30 years ago, the Code
fees and penalties — a rival secondary with you often operated according to unwritten
bid could emerge at any time. personally’ rules, but the Takeover Panel has made

a conscious effort to help people avoid
mistakes, levelling the playing field by
codifying those unwritten rules.”

The key for PE firms is to accept they

The Takeover Code also commits Lousie Pritchard
bidders to a timetable for doing the deal, Partner, Addleshaw
with key stages of that process triggered Goddard
by tests that are often strictly applied. In

particular, the clock begins ticking when
a deal is made public or has been “outed”
as being under “active consideration”.
The bar for this can catch bidders out —
even a very informal conversation with
the target company or its representatives

may have to approach PTP transactions
with more flexibility, Summerfield
suggests. “PE investors very often have
set internal processes for approaching
deals: they may need to have ticked
certain boxes before they even take

can start the countdown. ‘There are a transaction to the investment
Similarly, any public leak of some firms committee for approval,” he says. “But

information about a potential deal that still won't some of these requirements may not be

can prompt the Panel to require an t h PTP possible under the Takeover Code and

announcement triggering the “put ouc S PE firms need to accept this”

up or shut up” period. The bidder because of On diligence, for example, while

then has just 28 days to announce its the fear of the bidders will have full access to the

firm intention to make an offer, or unknown’ target’s public disclosures, securing

further information and data for
the investment committee may be

withdraw from making an offer for at

Stephen Nash
least six months. P

Partner, Eversheds
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“Inexperienced bidders can get
wrong-footed,” warns PwC’s Katz. “You
could theoretically end up in a situation
where the Panel requires you to make
an announcement before you’ve even
made an approach to a target, as the
bar for active consideration can be set
quite low.”

Even conversations with third parties
can land bidders in hot water. The
Takeover Panel’s so-called ‘rule of six’
limits bidders to talking to no more
than six external parties — the target’s
shareholders or customers, say —
before it is consulted. For a PE bidder,
often looking to raise debt finance to
do the deal, this can be particularly
challenging.

It’s not all bad news. The Code does
at least provide a clear rulebook for
conducting public transactions and
the Panel is widely considered to be
supportive of PTPs, happy to provide
guidance and advice to deal-makers
anxious to clarify their obligations, and
happy to work with it constructively.

“They’re very responsive,” says
Louise Pritchard, a corporate finance
partner at Addleshaw Goddard.

Sutherland problematic. All such disclosures must

Deals on wheels

Deliveroo was once a darling of the UK stock market - a
rare example of a British tech start-up ready to compete
on the world stage. But while the market valued the
takeaway delivery business at £7.6bn when it listed in
March 2021, US rival DoorDash paid just £2.9bn to
acquire the company in a deal announced last May.

The PTP transaction is widely regarded as a prime
example of international acquirers taking advantage of
low valuations on the UK stock market to snap up
businesses for a good price. Certainly, Deliveroo had
experienced some difficulties, struggling to manage its
capacity following the Covid-19 pandemic, dealing with
regulatory concerns over workforce issues, and facing
criticism for its corporate governance practices. But the
business had broken into profit for the first time just
months before DoorDash swooped.

Deliveroo founder Will Shu launched the company in
2013, after resorting to late-night supermarket trips for
food while working as an investment banker at Morgan
Stanley. Shu left the company upon completion of the
DoorDash deal.
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be released to any other bidders that
explore a sale, potentially exposing
sensitive information to the detriment
of the target and its subsequent owner.

“Diligence processes are often
condensed and focused on material
matters, because the bidder doesn’t
want anyone else who’s thrown their hat
into the ring getting access to the crown
jewels of the target,” says Giles Distin, a
corporate finance partner at Addleshaw
Goddard. “That can be difficult for PE
investors, because they tend to dig the
deepest during diligence.”

Similarly, it won’t be possible for
bidders to secure the warranties
and indemnities that a PE house’s
investment committee will often
look for. By providing one bidder
for the company with contractual
protections against deal risk, the seller
would be breaching its Takeover Code
responsibility to behave even-handedly.

IE B

Key staff
There’s also the question of how to
keep key executives at the target happy
during a PTP process. PE investments
are often structured to ensure the
management team remains in place,
perhaps with an enlarged ownership
stake in the business. The Takeover
Code recognises this reality, enabling
bidders for public companies to offer
specific terms to executives, even
though they would normally have to
be treated in the same way as other
shareholders, but with some caveats.
“If you talk to the management
team in any detail about a post-deal
management incentive plan, including
rollover, in advance of the offer
completing, that must be publicly
disclosed and required to be put to
a separate shareholder vote,” explains
Helen Roxburgh, a corporate finance
partner at KPMG. “As a result, many PE

The battle for
Spectris

The twists and turns in the
race to buy Spectris highlight
many of the uncertainties

at play in PTP deals. In

June last year, the board of
the scientific instruments
manufacturer recommended
a £37.63-per share bid

from PE group Advent
International, valuing the
company at almost 85%
more than its pre-offer share
price. However, within weeks,
US PE firm KKR trumped that
offer with a deal representing
a 96% premium.

Advent subsequently
raised its own offer to wrest
back control of the deal,
only for KKR to submit a final
bid of £41.75 per share in
August. That offer - valuing
the FTSE 250 company’s
equity and debt at around
£4.8bn - was sufficient to win
the day.

The final price agreed -
more than double Spectris’s
share price just two months
previously - serves as clear
evidence of how cheap some
investors see certain UK
assets at current valuations.
Prior to the deal, Spectris
was widely admired as a
leading global precision
manufacturer in its market.

It had posted strong results
over several years, and
embarked on an acquisitions
strategy. However, that
positive news flow failed to
move its share price.

KKR announced the
completion of the acquisition
in December, with the two
companies structuring
the deal via a scheme of
arrangement rather than a
takeover offer, as has become
increasingly common. While
schemes of arrangement give
the target more control over
the deal process, they also
enable the bidder to secure
100% ownership more often,
and typically more rapidly,
assuming shareholders are in
favour of the deal.
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houses will disclose that they intend
to put arrangements in place, but leave
the detailed conversation on terms
until after completion, which is very
different to the normal scenario where
they’d look to lock in management.”

Another area for PE investors to take
into consideration, Roxburgh adds, is the
obligation for bidders to provide details
of their future intentions — at least for
their first 12 months of ownership. If
they intend to streamline production by
closing certain facilities, say, or to secure
efficiency savings through redundancies,
they must disclose such plans during
the offer process. “There are potentially
serious ramifications if a bidder is
subsequently judged to have deviated or
not to have been open and honest about
their intentions,” Roxburgh warns.

Given these issues, PE bidders
contemplating a PTP deal will want to
appoint experienced legal and financial
advisers, particularly where their own
experience of such transactions is
more limited. Not least, the Takeover
Code requires bidders to provide a
third-party confirmation that they have
financing in place to make good on
their offer.

“There can end up being quite a large
cast of advisers, particularly on more
complex deals where you’ve got several
sources of financing,” says Addleshaw
Goddard’s Distin. “Equally, it makes
sense to limit the size of the core group
if you can, because the more people
involved, the more there’s a risk of leaks.”

All that said, the right advisers
can provide all the reassurance and
expertise that PE firms need in order
to participate in an area of the market
where they once steered clear.

“There are some firms that still
won’t touch PTPs because of the fear
of the unknown, but more sponsors,
including the big US funds, are now
willing to do public market M&A,”
says Evershed Sutherlands’ Nash.
“Ultimately, they’re interested in
good-quality assets, and the UK public
markets are regarded as a good place to
find those assets at relative value.”

PwC’s Katz says that investors
willing to undertake PTPs “naturally
give themselves access to a wider
set of opportunities. If you are
comfortable with navigating the
complexities of a public offer, you of
course have an advantage over parties
that would be potentially interested in
the business but are deterred by the
challenges around PTPs.”
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‘Investors
willing to
undertake
PTPs naturally
give
themselves

accessto a
wider set of
opportunities’

Joseph Katz
Partner, PwC

"There are
potentially
serious
ramifications
if a bidder is
judged not to
have been
honest about
their
intentions’

Helen Roxburgh
Partner, KPMG

‘Diligence
processes are
often
condensed,
so others
don't get
access to the
crown jewels’

Giles Distin
Partner, Addleshaw
Goddard
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Sweet, sweet publicity

The bitter fight for control of chocolate
manufacturer Cadbury in 2010 was also a battle
of narratives. Public relations advisers to Cadbury
sought to paint the initially hostile bid by US
conglomerate Kraft Foods as an attack on a
national asset with centuries of heritage. Kraft's
PR team, by contrast, talked up the opportunity to
preserve an underperforming brand through
investment and modernisation.

Hostile PTPs are rare, since most rely on
cooperation and support from a target company's
management. Even so, PR advice is often
considered vital in a PTP, given the number of
stakeholders involved in such transactions -
shareholders, employers, customers, finance
providers and more. Ensuring public and private
messaging is appropriate for all involved can be
very challenging.

“An experienced PR adviser will also help you
navigate the Takeover Code,” points out KPMG's
Helen Roxburgh. “If you say something publicly
during a deal process, the Panel will typically take
that as binding, even if it's something as minor as
an offhand comment to a journalist; a PR adviser
who understands the nuances of the Code can
help you avoid those traps.”

Eversheds Sutherland’s Stephen Nash points
out that it's becoming “much more common” to
see proxy solicitation agents involved in public
market deals. “Their role is to make sure
shareholders are voting, rather than to persuade
anyone of the merits of the transaction,” he adds.
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