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Executive summary
Despite US political, and global economic uncertainties 
(most recently Brexit), 2016 is thus far keeping pace with 
2015’s record-breaking year for technology M&A. 
Following a modest start to the year, deal makers came alive 
late in Q2 2016 with a handful of multi-billion dollar 
transactions that doubled deal values from Q1 and brought 
deal value in the first half of 2016 even with the first half of 
2015 at $125b.  Microsoft’s $26.6b bid for LinkedIn played a 
large part, but was supplemented by a notable uptick in $1b+ 
transactions, most of which were announced in the first three 
weeks of June.  While deal values held steady, there was a 
19% dip in volumes, evidence of the continued shift toward 
megadeals in the industry.

The tech IPO market showed signs of life, with six technology 
exits during the quarter while public trading multiples 
remained stable overall. Although VC investment decreased 
12% year-over-year, Q2 2016 represented a 20% rebound 
from Q1, with investment shifting towards Software and IT 
Services. 

Heading into the second half of the year, we continue to 
expect downward pressure on valuations, leading to an 
increase in deal volumes (if not values) from both traditional 
technology, and new non-digital, acquirers.  Inbound 
acquirers, particularly from Asia, will provide a further boost. 
While we remain cautious on the likelihood of a repeat of full 
year 2015 deal activity (recalling that Q4 2015 delivered over 
$130b in deal value alone), we have no doubt that the 
remainder of 2016 will  remain active for technology M&A.

• Bolstered by a number of megadeals, Q2 2016 
technology deal value of $82.9 billion hovered near 
Q2 2015 levels while deal volume declined by 19%

• 15 deals greater than $1 billion in value were 
announced during Q2 2016, totaling $73.4 billion, a 
slight increase from Q2 2015

• The IPO market showed signs of recovery from a 
stalled Q1 2016 with 6 technology IPO’s occurring 
during Q2 of 2016

• Microsoft’s acquisition of LinkedIn for $26.6 billion 
reignited an otherwise slow internet sector during the 
first half of 2016.

• Software, services, security & social remain the core 
drivers of deal activity, with semiconductor notably 
taking a back seat after a year of consolidation in 
2015.  

• Public company revenue and EBITDA multiples 
remained relatively stable, with the exception of the 
software sector which continues to increase while the 
internet sector remains below historical levels
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Key announced transactions
There were 15 announced deals in Q2 2016 in excess of a 
billion dollars, including:

• Microsoft’s $26.6b acquisition of LinkedIn, an online 
networking services provider for professionals.*

• Quintiles Transnational’s merger for $8.9b with global 
healthcare focused information and technology services 
provider, IMS Health.

• Computer Sciences Corp’s acquisition of the enterprise 
services business of Hewlett Packard Enterprise for 
$8.5b.

• Symantec’s $4.7b acquisition of Bluecoat Systems, an 
enterprise security solutions business.

• $4.2b acquisition of Integrated Device Technology, a 
semiconductor manufacturer by a group of Chinese 
investors.

• Acquisition of Lexmark, a printing and imaging products 
manufacturer, for $3.6b by a Chinese investor group led 
by Apex Technology and PAG Capital.

• Salesforce.com’s $3b acquisition of Demandware,  a 
web-based e-commerce platform.

• Thoma Bravo’s $3b acquisition of Qlik Technologies, an 
on-premise and cloud-based business intelligence 
analytics and management reporting software company.

• A Chinese investor group’s $2.8b acquisition of the 
Standard Products business of NXP Semiconductors.

*Acquisition is also included in Q2 2016 Entertainment, Media & 
Communications Deals Insights report.  

Deal size in the quarter
• Small deals (<$100 million) continued to represent a 

significant portion of overall disclosed deals while the 
volume of megadeals (>$5 billion) increased during Q2 of 
2016.

Note: Deals included in this chart are those that have disclosed value

Announced deal volume and value by sector
• The Internet sector returned to the spotlight after a 

prolonged dearth of deals, driven by the largest Internet 
deal in recent history, Microsoft’s acquisition of LinkedIn.

• Software continued as the primary volume contributor, in 
a trend we expect to continue.  IT Services was close 
behind with 111 deals and continued to be a significant 
contributor to overall deal value in the quarter with 2 deals 
greater than $5 billion.
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IT Services continues its bull run 

Q2 2016 witnessed the continued trend of significant 
deal volumes within the IT Services sector including 
(Buyer/Seller):
• Quantiles Transnational / IMS Health for $8.9b
• Computer Sciences Corp / Enterprise Services 

business of HP Enterprise for $8.5 billion
• Digital Realty Trust / Datacenter assets of Equinix

for $0.9 billion
• Blackstone / MphasiS (HP Enterprise) for $0.8b

Private Equity shifts to the buyside

Q2 2016 saw a dramatic shift in focus to new PE 
portfolio acquisitions. Multi-billion dollar deals were 
driven by foreign investors with the purchase of 
Integrated Device Technology, Lexmark, and 
Standard Products (NXP). Except for the sales of Blue 
Coat Systems (Bain Capital) and ILC Holdings (KKR), 
domestic PE firms focused on acquisitions including 
Qlik Technologies (Thoma Bravo), Marketo & Cvent
(Vista Equity) and Epicor Software (KKR).  

Tech IPO market showing signs of life

After a stalled 2015 and non-existent first quarter, the 6 
technology IPO’s posted during Q2 2016 signaled that 
there may yet be life in the tech IPO market. Japanese 
messaging company Line has kicked off Q3 by posting 
the largest US IPO of 2016, raising just over $1b, 
suggesting the “stay private” trend of the past year and 
a half may be giving way to a more historical balance 
between public and private markets. 

Key themes in the quarter
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Divestures extend their influence

For the second quarter in a row, divestitures contributed 
double digit values to technology deal totals thanks to 
several significant transactions, including the sale of the 
Enterprise Services business of HPE, NXP’s Standard 
Products business and a portfolio of European datacenter 
assets by Equinix. These “refocus on the core” initiatives 
aren’t done yet, and there are still several high profile 
divestitures in the pipeline, putting 2016 on track to be 
one of the most divestiture-driven years in recent history.
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Smart deal makers are perceptive enough to see value others have missed, 
flexible enough to adjust for the unexpected, aggressive enough to win favorable 
terms in a competitive environment, and circumspect enough to envision the 
challenges they will face from the moment the contract is signed. But in a 
business environment where information can quickly overwhelm, the smartest 
deal makers look to experienced advisors to help them fashion a deal that
works.

PwC’s Deals group can advise technology companies and technology-focused 
private equity firms on key M&A decisions, from identifying acquisition or 
divestiture candidates and performing detailed buy-side diligence, to developing 
strategies for capturing post-deal profits and exiting a deal through a sale, 
carve-out, or IPO. With more than 9,800 deals professionals in 75 countries, we 
can deploy seasoned teams that combine deep technology industry skills with 
local market knowledge virtually anywhere and everywhere your company 
operates or executes transactions.

Although every deal is unique, most will benefit from the broad experience we 
bring to delivering strategic M&A advice, due diligence, transaction 
structuring, M&A tax, merger integration, valuation, and post-deal services.

In short, we offer integrated solutions, tailored to your particular deal situation 
and designed to help you extract peak value within your risk profile. Whether 
your focus is deploying capital through an acquisition or joint venture, raising 
capital through an IPO or private placement, or harvesting an investment 
through the divesture process, we can help.

For more information about M&A and related services in the technology 
industry, please visit www.pwc.com/optimizedeals or www.pwc.com/technology

About the data

We define M&A activity as mergers and acquisitions where targets are US-based 
technology companies acquired by either US or foreign acquirers or foreign targets 
are acquired by US-based technology companies. We define divestitures as the
sale of a portion of a company (not a whole entity) by a US-based seller.

We have based our findings on data provided by industry-recognized sources. 
Specifically, values and volumes used throughout this report are based on 
officially announced transactions excluding rumored transactions, as provided by 
Thomson Reuters as of June 30, 2016, and supplemented by additional 
independent research. Information related to previous periods reflects data 
available at that point in time and is not updated based on new data collected by 
Thomson Reuters. Unless otherwise noted, all data and charts included in this 
report are sourced from Thomson Reuters.

Because many technology companies overlap multiple sectors, we believe that the 
trends within the sectors discussed herein are applicable to other sectors as well. 
Technology sectors used in this report were developed using NAIC codes, with the 
semiconductor sector being extracted from semiconductor and other electronic 
component manufacturing codes by reference to SIC codes. In certain cases, we 
have reclassified deals regardless of their NAIC or SIC codes to better reflect the 
nature of the related transaction.
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