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E arlier this week, private equity firm Vista Equity Partners announced that it was buying
Apptio for $1.94 billion and SAP announced that it was purchasing Qualtrics for $8
billion. These acquisitions are just the latest in a recent series of blockbuster deals involving
software firms. Much of the M&A activity has been driven by legacy tech firms and cloud
companies.

The Deals
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https://www.reuters.com/article/us-apptio-m-a-vista-equity-partners/apptio-to-go-private-in-1-94-billion-with-vista-equity-partners-idUSKCN1NH05W
https://www.axios.com/sap-to-buy-qualtrics-for-8-billion-1541977708-2936da4b-aeae-4ad2-9888-3dc384e08823.html

* IBM announced in October that it would pay $34 billion to buy open source software
company Red Hat, which makes the deal the third largest tech acquisition ever.

* In October, cloud company Twilio bought email tech firm SendGrid for $2 billion.
* Cisco acquired cybersecurity company Duo Security in August for $2.4 billion.

* In March, Salesforce purchased cloud firm MuleSoft for $6.5 billion and in July it bought data
platform Datorama for a reported $800 million.

* After Broadcom’s mega bid of $117 billion for Qualcomm got blocked by the Trump
administration, the chip maker went on to buy B2B software firm for CA Technologies for
$18.9 billion in July.

* Microsoft bought software development repository GitHub in June for $7.5 billion in stock.

What It Means

The glut of big tech deals and consolidation is, in some ways, reflective of what’s going onin
the broader economy. According to Dealogic, global M&A deals are on pace to reach $4.8
trillion this year, which would set a record.

The dynamics that led to these software deals are multifaceted. They include integration into
new areas of business, making sure their competitors couldn’'t buy valuable assets,
restructuring business models and creating a good story they could promote in the market,
according to Darren Herman, operating partner at Bain Capital.

Large acquisitions of software companies shows how popular a commodity datais.Ina
December 2017 survey of 650 IT decision-makers worldwide by MuleSoft (one of the
companies recently acquired for billions of dollars), nearly six in 10 respondents said their
companies are investing in big data and analytics. More recently, in an April 2018 survey of
123 US marketers from SmarterHQ, Cheetah Digital, Liveclicker and MailCharts, 82.8% of
respondents said they are investing in data and analytics.
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https://www.wsj.com/articles/m-a-market-headed-for-a-record-powered-by-tech-disruption-at-t-ruling-1530462295
https://www.mulesoft.com/lp/reports/connectivity-benchmark
https://smarterhq.com/state-of-marketing
https://www.recode.net/2018/10/28/18035422/ibm-red-hat-purchase-acquisiton-34-billion
https://www.reuters.com/article/us-sendgrid-m-a-twilio/cloud-software-firm-twilio-to-buy-sendgrid-in-2-billion-deal-idUSKCN1MP2IA
https://techcrunch.com/2018/08/02/cisco-is-buying-duo-security-for-2-35b-in-cash/
http://fortune.com/2018/03/20/salesforce-mulesoft-acquisition-deal/
https://www.fool.com/investing/2018/07/27/salesforce-strengthens-its-ai-capabilities-with-an.aspx
https://www.bbc.com/news/business-43380893
https://www.wsj.com/articles/broadcom-nears-deal-to-buy-ca-technologies-for-about-18-billion-1531339706
https://www.wired.com/story/microsoft-github-code-moderation/

Marketing Technologies in Which US B2C Marketers
Are Investing, April 2018
% of respondents

Data/analytics

82.8%

Email deliverability
68.5%

Content marketing

66.7%

Personalization/behavioral marketing
57.2%

cross-channel campaign management

48.7%

contextual marketing
33.3%

Artificial intelligence

29.7%

Source: SmarterHQ, Cheetah Digital, Liveclicker and MailCharts, "Marketers
Are on a Mission: The State of B2C Marketing," June 5, 2018
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Several of the firms that recently shelled out to purchase tech assets have been very active on
the M&A front over the past few years. It is possible that the combination of acquisitions
could become more valuable than when they operated separately. But that will come down to
how everything is integrated.

“How will they integrate?” Herman asked. “This always is better on paper than reality.”
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https://digiday.com/marketing/cloud-different-buyers/

