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n an increasingly competitive
deal market, private equity
firms are turning to Buy & Build
strategies to realize superior
returns on their invested capital.
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“Buy & Build” refers to an investment strategy whereby a
PE-fund acquires an initial “anchor investment” company,
with stable management, a scalable infrastructure and
effective sales network as a “platform” with which to add
other “bolt-on” acquisitions within the same industry.
By skillfully combining the scale and competencies of the
acquired firms, with a common strategy, it is possible to
accelerate top-line growth and realise cost synergies at
the same time – driving rapid margin expansion. Large,
fragmented industries, with stable cash flows offer ideal
conditions to merge existing players, achieve synergies
and increase market power before others have a chance
to catch-up. This drives EBITDA multiple expansion on top
of margin expansion to deliver explosive value growth.

But it is not enough to acquire and let companies run
independently on a stand-alone basis. As more than half
of private equity deals are secondaries, and investors have
become savvy to quick-flips, organisational DD of Buy
& Build platforms has become more rigorous. Acquired
companies need to be successfully integrated into a wellfunctioning, merged organization in order to credibly argue
a full-priced exit valuation. Andreas Knobloch of Humatica
adds, “Buy & Builds need to integrate platforms and addons intelligently to create a credible, well-structured new
organization that the acquirer can sustainably build on”.
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