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THE BUY & BUILD STRATEGY
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A word of caution

The sum of the whole is greater than the sum of its parts.

The large business
you build is more

valuable than the

combined prices of

all the smaller
businesses you buy.

A small business is A large business has
a lot of additional
value so the profit

multiples are higher.

only worth a low
multiple of profits.

Six indicators that a sector is good for a buy and build:

It's a fragmented
market

you need to have
lots of choice.
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There is M&A activity
at the top of the market
you need someone

to sell to.

Sellers are financially
unsophisticated
they don't understand
buy and build.

It's a scalable
business model
you can grow
without the

business breaking.

There’s a clear path
to greater efficiencies
to boost profit.

You know your
exit multiple

you need a big gap
between it and the
purchase multiple.

Your platform investment

The first business you buy is your platform: it must be profitable and predictable, with the ability to scale with a growing group.

Strategies needed in a buy and build: Seven keys to buy and build strategy success

Have a clear outcome in mind -

Acquisition strategy —| Dlllgenge ;trategy : Pl bigger deals get you to your
should you buy assets or . must fit in with financing, and oal faster Know the exit multiple and what
shares in your sector? EN not cost lots of money and time. s ' PB acquirers want - it's easier to sell

Be clear on your acquisition something people want.

criteria - don’t buy anything
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J you can't sell. n Moye decisivgly - and lead the
Financing strategy ] Integration strategy business buying process.
one that works again and to pull everything together. Have sufficient head office
again. ISl team - the business needs

to be professional. u Hire a competent finance director -

Those strategies inform the business plan, which helps when this person is absolutely essential.

raising finance.
You become a deal machine and can scale up quickly.
Turning down deals that won't work is important.

Work on a three-to-five-year
timescale - don't stay in
too long.

The three key areas when integrating businesses

in a buy and build strategy:
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The operations

e Your head office function should
control everything to do with money,
for a consistent, professional approach.

® Your finance director/department
should provide you with accurate,
regular financial information.

@ You should receive your monthly
management accounts within a week
of month end.
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The finances

® Move everything onto one
professional finance system.

® Have a professional payroll
system that integrates into it.
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The people

® Combining different cultures is difficult.
® Expect some attrition.

e Staff contracts should be unified.

® Uniforms are important.

® Do some teambuilding.

Remember: the buy and build strategy is the fastest way of creating and realising value.
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