deaimakers co.uk

SECTOR ANALYSIS REPORT

IT SUPPORT &
MANAGED SERVICES

-,
-
‘."‘ -
.‘ N »
o )

"N
,\“.

Jonathan Jay’s

DEAL uiiii'i




Sector Analysis Report: I'T Support & Managed Services

Overview of the Sector

The UK’s IT support and managed services sector is a vital component of the modern
economy. As businesses across every industry become increasingly reliant on technology to
operate, the demand for robust, responsive, and cost-effective IT support has never been
higher. From cloud migrations and cybersecurity to helpdesk support and hardware
maintenance, the services offered in this sector are often mission-critical to clients.

The managed services model, where businesses outsource part or all of their IT function to a
specialist provider, continues to grow in popularity. Key drivers include the need for
operational efficiency, cost control, 24/7 system monitoring, and proactive issue resolution.
In many cases, companies no longer want the overhead of an in-house IT team and prefer to
contract with an external provider.

This sector has proven resilient and attractive to acquirers due to its predictable recurring
revenue, sticky client relationships, and potential for scale via cross-selling and upselling.
Many IT support companies build long-term value by offering tiered support packages,
structured service-level agreements (SLAs), and ongoing consultancy to help clients stay
compliant and competitive.

Size of the Sector

According to a 2024 report from IBISWorld, the UK IT support and managed services
market is worth approximately £15.6 billion, and is expected to continue expanding at around
5-6% CAGR (compound annual growth rate) over the next five years. This growth is largely
driven by:

e Increased adoption of cloud services and hybrid IT environments

o Rising cybersecurity threats requiring ongoing support and protection
o Digital transformation initiatives among SMEs and mid-market firms
e A skills shortage in IT roles, prompting more businesses to outsource

The shift toward remote working post-COVID has also made managed IT support more
essential, as businesses now need to support distributed teams and varied devices.

Breakdown of the Sector

This sector is made up of a wide range of business types, from small regional players with
under 10 employees to mid-size national providers with £10m+ turnover. While a few large
providers serve the enterprise space, the majority of IT support companies focus on SMEs
and operate with lean teams of technical engineers, support desk staff, and account managers.



Key service categories include:

e Remote Helpdesk Support: Providing first-line assistance for end-user issues
e Onsite Support & Field Engineering: For hardware maintenance and physical

infrastructure

e Managed Services: Including monitoring, patching, backup, and software
management

e Cloud Migration & Hosting: Helping clients transition to platforms like Microsoft
Azure or AWS

e Cybersecurity Services: Including firewalls, antivirus, and penetration testing
e VoIP and Telecoms: Increasingly bundled with IT support contracts

Many companies offer all of the above under one umbrella, while others specialise in a niche
such as cybersecurity or cloud hosting.

Ownership Structure

The ownership structure across the IT support industry is varied but dominated by small and
medium-sized private businesses. Based on recent research from CompTIA and Companies
House data:

e Around 65% of IT support businesses are independently owned by founder-operators.

o A further 25% are run by small partnerships or family businesses.

e The remaining 10% are larger regional or national players, often backed by private
equity or investment funds.

Many owners are engineers who built their business from scratch and have technical rather
than commercial backgrounds. As such, these businesses can often benefit from stronger
sales, operations, and strategic direction—making them ideal for value-add acquirers.

Major Players and Competition

The UK’s IT support market is highly fragmented. No single provider has a dominant market
share, which presents acquisition opportunities for consolidation.

Larger players include:

e ANS Group: A Manchester-based managed service provider specialising in cloud
and security.

e Bytes Technology Group: Offers IT services, licensing, and infrastructure solutions.

e Claranet: One of the largest independent MSPs in Europe, serving over 6,500
customers.

e Content+Cloud: Known for managed Microsoft services and cloud consultancy.



However, most dealmakers will be looking at smaller firms turning over between £500,000
and £5 million, many of which have built strong local client bases but haven’t scaled beyond
a single region.

Key Factors to Evaluate During Acquisition
When evaluating a business in the IT support space, look closely at:

e Recurring Revenue: What percentage of income is recurring (vs. one-off project
work)?

e Client Concentration: Are revenues spread across multiple clients, or overly reliant
on a few?

o Contract Lengths: Multi-year contracts offer greater predictability and valuation
uplift.

e Gross Margins: A well-run IT support company should be delivering 50-70% gross
margins.

o Staff Dependencies: Are relationships and delivery too reliant on the founder or a
key technician?

e Vendor Relationships: Are there partnerships in place with vendors like Microsoft,
Cisco, or Sophos?

e Tech Stack: How modern and efficient are their systems, documentation, and
ticketing platforms?

Due diligence should also include a close look at SLA compliance, customer retention rates,
and the age of the equipment used or maintained.

Opportunities for Acquisition
There are several acquisition opportunities in this space:

e Roll-Up Strategy: Because of sector fragmentation, this industry is ripe for a buy-
and-build approach. Acquirers can consolidate multiple smaller MSPs under one
group, achieving economies of scale and increasing valuation multiples.

e Cross-Selling: Many IT firms serve specific verticals (e.g. healthcare, finance,
education), and acquiring a business in a complementary niche enables cross-selling
of services.

o Exit-Ready Owners: Many founder-owners are nearing retirement age and looking
to exit, but are open to structured deals with deferred consideration.

o Distressed Deals: Some firms have failed to keep pace with cloud adoption or
cybersecurity trends and are underperforming but have strong client books.

Strategic acquirers who bring operational expertise and sales capability can often double
EBITDA within 12-24 months by professionalising the business.



Challenges and Risks
Despite the strong fundamentals, there are some risks to be aware of:

o Talent Shortage: Hiring skilled engineers remains a challenge, especially in
cybersecurity.

o High Churn Risk: Businesses offering one-off project work may lack stickiness and
predictable income.

e Customer Price Sensitivity: Clients may switch providers to save money if service
levels aren’t exceptional.

e Technology Risk: Firms that haven’t kept up with automation, cloud integration, or
security tools may fall behind.

e Overreliance on Founders: A common issue in small firms—key clients may leave
if the founder exits abruptly.

Acquirers must ensure the business is systemised and not overly dependent on any one person
or client.

Investment Suitability

From an investment perspective, IT support and managed services tick many of the right
boxes:

o High Recurring Revenue: Monthly retainer contracts provide consistent cash flow.

e Scalable Model: Systems and processes can be replicated across multiple regions or
client types.

e Low CapEx Requirements: Unlike manufacturing or logistics, these businesses
aren’t asset-heavy.

e Attractive to Private Equity: Because of recurring revenue and strong EBITDA
potential, MSPs often attract PE interest, making future exits viable.

o Covid-Resilience: Many firms grew during the pandemic by supporting remote work
infrastructure.

For buyers looking for stable cash flow, long-term customer relationships, and strong exit
multiples, this is a highly investable sector.

Recommendations

o Ideal for First-Time Buyers: IT support is a solid entry point for acquisition due to
low capital risk and ease of understanding (particularly if the buyer has any prior
experience in tech).

e Well Suited to Buy-and-Build: Sector fragmentation and low competition make this
ideal for a roll-up strategy.

o Prioritise Recurring Revenue: Focus on businesses with predictable income from
monthly service contracts.



o De-Risk the Deal: Ensure continuity of key staff, especially the technical delivery
team, during any handover period.

Summary

The UK IT support and managed services sector is stable, growing, and offers multiple
acquisition routes—from single-operator firms to multi-million pound consolidators. With
high levels of recurring revenue, sticky client contracts, and scalable infrastructure, it
represents one of the most attractive sectors for business buyers—particularly those seeking
steady income, digital delivery models, and long-term value creation.

Whether you’re a first-time buyer or an experienced dealmaker looking to build a portfolio,
this sector offers numerous pathways to success.

Sources

e UKIIT services market: $89.3 billion (2023), projected 7.9% CAGR to $152.2 billion
(2030)

https://www.gov.uk/government/publications/research-on-managed-service-
providers/research-on-uk-managed-service-providers

https://www.grandviewresearch.com/horizon/outlook/it-services-market/uk

https://www.imarcgroup.com/uk-it-services-market

e UK managed services: $17.5 billion (2023) to $42.1 billion (2030) at 13.4% CAGR

https://www.grandviewresearch.com/horizon/outlook/managed-services-market/uk

o Global managed services: $297 billion in 2024, near $878 billion by 2032

https://www.fortunebusinessinsights.com/managed-services-market-102430

e MSP sector employment: ~11,500 providers; £52.6 billion revenue; 294,000
employees

https://www.gov.uk/government/publications/research-on-managed-service-
providers/research-on-uk-managed-service-providers

e MDR adoption: 50% enterprise adoption by 2025

https://en.wikipedia.org/wiki/Managed detection_and_response
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