
It is now several weeks since the Brexit vote in the UK on June 
23. Overall, the impact of the referendum result has not, so far, 
been material, although economic data and surveys of business 
confidence continue to be hotly debated. Whilst Brexit is on 
everyone’s mind, it is, with some exceptions, an issue businesses 
are keeping an eye on rather than it being a key deal driver.  

What then are the trends in the mid-market so far?

M&A 
• Initially we experienced a number of UK M&A processes being 

delayed pending greater clarity surrounding the terms of Brexit 
and negative market reaction to valuations in certain sectors 
impacting listed parties. Notwithstanding the fact we still don’t 
have that clarity, a period of stability has seen a number of stalled 
transactions recommencing. 

• At present we are not experiencing any discernible shift across 
our offices in volumes of inbound M&A into the UK in terms of 
redirection of focus to other European countries or further afield.

• The availability of debt funding for mid-market transactions is 
largely unaffected.

• Clients appear in the main to be taking the view that until we 
really know what Brexit means it is largely business as usual.

Sterling Devaluation
• The weaker pound has inevitably impacted appetite for certain 

deals with increased cost dynamics beginning to bite for UK 
businesses heavily dependent on foreign supplies of goods and 
services.

• Whilst some institutional property funds have reduced their 
exposure to the UK commercial property market, some private 
investors have moved quickly to take advantage of what they 
perceive to be a buying opportunity based on sterling’s weakness.

• A number of UK sterling funds have paused for breath in terms of 
continued outbound investment strategy. 

• On the reverse side of the coin, the pound has provided a 
welcome boost for UK exports and is beginning to offer up much 
more attractive valuations for overseas investors and acquirers 
and it will be interesting to see whether this translates into 
increased UK inbound M&A activity for our clients.

Industry Sectors
• Sector specifics inevitably add a further dynamic – for example, 

pharmaceuticals, biotechnology, healthcare, media and 
technology look to have weathered the current uncertainty more 
smoothly than others. As was seen with the withdrawals from 
seven UK property funds in early July leading to asset freezes, 
alongside financial services, commercial real estate investment 
and construction appear at the more sensitised end of the 
spectrum. 

• We are seeing domestic regulatory change as opposed to the 
Brexit effect as the key driver of change within sub-sectors of 
other industries such as energy.

Geography
• It is too early to say whether we will see a shift of investment 

and operations by any UK-based companies to the continent 
and similarly whether inbound investors will divert inflow to 
mainland Europe and cease to view the UK as a strategic hub for 
investment into Europe.

• Our Chinese clients have generally been positive about Brexit and, 
if anything, see this as an opportunity to forge closer relations 
with the UK. Since the Brexit vote we have seen an increase in 
enquiries from China for opportunities to acquire quality assets in 
various sectors, including sports, insurance, asset management 
and construction. Clearly dependant on the ultimate conclusion 
of the UK government’s review of the Hinckley Point business 
case, this may have wider ramifications in terms of outbound Asia 
market sentiment to the UK. 

• For our operations across Europe it has very much been business 
as usual following the Brexit vote.

Policy Responses
• In several quarters, including amongst consumers, confidence has 

taken a knock. It is hard to see this as positive for valuations.

• As the government’s policy response becomes clearer so will 
views on the prospects for the future profitability of British 
businesses and the likely climate for business growth. The 
Autumn Statement on the national budget in November will be an 
indicator of government sentiment and response. 
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Capital Markets 
• Dollar denominated reserves have increased dividend yields for a 

number of our UK listed companies.

• We have detected some bidders putting plans on hold pending 
greater certainty and it will be interesting to see if there is a 
discernible upturn of opportunistic bids fuelled by sterling’s 
devaluation. 

Private Equity
• Whilst economic and political uncertainty will act as an 

impediment to many in terms of deal activity, this situation is 
likely to throw up opportunities for more aggressive investors 
across the private equity community.

• Our experience is that activity levels are holding up well at the 
lower end of the market but there have been fewer large deals 
going through following the Brexit vote.

We will continue to provide periodic updates as Brexit unfolds.

Contact
If you wish to discuss any of these issues, please get in touch with 
your main Squire Patton Boggs contact.
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