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About the Platform for
Entrepreneurial Buyouts
The Entrepreneurial Buyout Monitor is an initiative from the Platform for
Entrepreneurial Buyouts (PEBO). PEBO was launched by Vlerick Business
School in collaboration with BDO Belgium to raise awareness and develop
state-of-the-art knowledge of the processes involved in successful
entrepreneurial buyouts and buy-ins. It runs events and educational
programmes for people looking to undertake a buyout or buy-in.

BDO - Prime Foundation Partner
Platform for Entrepreneurial Buyouts
BDO Belgium specializes in four areas: Audit & Assurance, Accounting &
Reporting, Tax & Legal, and Special Advisory Services (Corporate Finance,
Management Advisory & Interim Management). BDO equals high level
expert advice. Availability, proximity, integrity, a pragmatic approach and
our international network are our main strengths. In Belgium BDO has more
than 500 Partners and staff spread over the whole country. We work from
9 offices located in Antwerp, Brussels (Airport), Brussels (Centre), Ghent,
Hasselt, La Hulpe, Liège, Namur-Charleroi and Roeselare. BDO is part of a
strong international network with about 55,000 Partners and staff active
in more than 140 countries.
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Foreword
An expert perspective
Welcome to the first edition of the
Entrepreneurial Buyout Monitor –
a snapshot of the trends and challenges
involved in management buyouts
and buy-ins of SMEs in Belgium from
a practitioner’s perspective.
We captured the opinion of 175 buyout
experts in Belgium – including bankers,
private equity players, lawyers, brokers
and M&A advisers.
There has been a general lack of
understanding and transparency of the
smaller segment of the buyout market.
Here, we give insights and trends on
the general investment climate for
SME buyouts1, including:
• Deal flow
• Deal-making
• Financing

Overall, the results indicate the investment
climate has generally improved and this
is expected to continue in 2014. The key
insights from the survey are:
• Deal flow is increasing – but with greater
levels of competition and a lack of
professionally run SMEs with the potential
to be transferred, sourcing high-quality
deals remains challenging
• Lending conditions continue to be
challenging – putting pressure on
investment returns and urging investors to
look for alternative deal structures
• Investors have to be more proactive –
focusing on targets with the potential
to add value through cutting costs or
pursuing growth opportunities
• Potential vendors need to be realistic –
and either adjust their price expectations
or wait for improved operating results and
an uplift in multiples when the economic
climate improves
We hope you find these insights valuable.

Miguel Meuleman
Professor in
Entrepreneurship,
Vlerick Business School
1

Hans Vanoorbeek
Executive in Residence,
Vlerick Business School

Unless indicated otherwise, we use the term
‘buyout’ to refer to both management buyouts
and buy-ins (MBO/MBIs).
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METHODOLOGY
The insights are based on survey responses from 175 M&A experts, collected during
November and December 2013. The respondents are all active in management buy-outs
and buy-ins (MBO/MBIs) of small and medium sized companies (SMEs) in the Belgian
market .
We chose experts from firms who focused on deals with a minimum transaction value
of one million EUR. Before we sent out the survey, several academics and practitioners
verified and tested the survey instrument.
We received 222 responses from a sample of over 900 experts after four weeks.
To make the responses more valid, we left out any that were completed in less than
five minutes – giving us 175 responses in total.1

TREND INDICATORS
Trends are measured using “net percentages” – defined as the difference between
the percentage of answers indicating development in a specific direction and those
indicating progress in the opposite direction.
Trend indicators are defined as:
i = [% of respondents reporting a significant improvement or increase]

*

1,0

+ [% of respondents reporting a slight improvement or increase ]

*

0,5

– [% of respondents reporting a slight deterioration or decrease]

*

0,5

– [% of respondents reporting a significant deterioration or decrease ]

*

1,0

The possible values of this indicator vary between -100% (significant deterioration or
decrease indicated by all respondents) and +100% (significant improvement or increase
indicated by all respondents). We account for the intensity of the evolution by applying
a weighting factor to the answers (0,5 and 1).

1
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The actual number of respondents may be lower for certain questions,
because some questions were left open, or respondents had no opinion.
The minimum number of respondents for any question was 127.

About the respondents
The insights of this report reflect the view of 175 experts who represent a complete
view of active professionals in the SME buyout market in Belgium.
They:
• Cover a wide variety of professional roles, deal segments and industry sectors
• Have an average of 12 years’ professional M&A experience – and worked on an
average of 4.6 buyout deals over the last year
• Are active in the three main regions of Belgium – 154 in Flanders, 106 in Brussels,
and 65 in Wallonia

Respondents included bankers,
private equity players, lawyers,
brokers and M&A advisers

Results represent all
industry sectors
39%

20
16

67

Private equity

34%

Consumer Goods

Advisory

33%

Industrial Products

Lawyers

25

30%

Bank
Unknown

47

Most respondents are active
on medium sized deals

Retail

27%

Business Services

≤ 5 million EUR
5 to 20 million EUR

50

≥ 20 million EUR
Unknown

77

Transport and Logistics

20%

Pharmaceutical Industry

19%

Chemistry

17%

34

Technology

27%
24%

14

Construction

Healthcare

14%

Energy and Utilities

14%

Entertainment & Media

13%
7%
11%

Real Estate
Telecommunications
Other

Percentage of respondents involved
in a buyout in a given sector in 2013
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Bio-Racer, MBO-MBI by Peter Croonen, Danny Segers and Raymond Vanstraelen
“Bioracer is a high growth company in a complex, competitive and international environment.
Raymond Vanstraelen, Bioracer’s founder, surrounded himself with talented managers ready
to take over the company. Peter Croonen - S&M, and Danny Segers - COO, acquired growth
financing and made the necessary arrangements with Raymond, thereby assuring the
company’s succession.” (BDO)
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Is the future of
investment looking
optimistic?

General MBO/MBI
investment climate
Growing confidence
and clear signs of
improvement

In 2014, the buyout investment climate
is expected to improve further for
both sellers and buyers.
Significant
improvement

Overall, our results show the SME buyout market
is improving and will continue to grow in 2014.

Selling

70% of respondents thought the investment climate
would improve – giving us a trend indicator of 32%.
This confidence can be seen in the number of deals
that happened in 2013. There were an increasing
number of companies for sale – and the practitioners
we surveyed believe figures will accelerate in 2014.

Significant
deterioration

However, the qualitative evidence suggests that there
is still a lack of high quality deal flow. A large number
of SMEs lack the professional structures to make them
transferrable. Overall this means buyers have to rely
increasingly on proprietary deal flow.

21%

29%

Climate to sell
2013

2014

MBO/MBI investment climate - Trend indicators per deal
segment1

In 2014, the number of buyers and
companies for sale is expected
to increase.

Drivers of the improved flow of activity include:
• Improved economic outlook
• Owner managers approaching retirement being
increasingly willing to look for succession
• A growing number of managers are becoming aware
of the opportunities in buying a company.
• An increase in the supply of capital. Some private
equity firms and family offices are starting to invest
in deals that until recently would not have satisfied
traditional requirements for high returns.
• A substantial number of so-called ‘zombies’ looking
for turnaround investment

32%

Climate to buy

65% of the experts we surveyed expect the market
to improve in 2014 – giving a trend indicator of 29%.

Buying

31%

Significant
increase

38%

47%

42%
22%

Number of buyers
Significant
decrease

Companies for sale
2013

2014

Number of buyers and companies for sale Trend indicators per deal segment1

1

Represents the trend indicator expressed as
a net percentage. For more details, please
read the Methodology on page 4.
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Square +, MBI by Andreas Verheye
“Andreas showed exceptional entrepreneurial drive throughout the negotiations.
His enthusiasm was balanced with a realistic and practical approach to pricing –
and some caution around the company’s professional structure.” (BDO)

With more
competition, will
investors find the
returns they are
looking for?
8

DEAL-MAKING
More competition
Buyers experienced more competition
in the sales process – for medium sized
and larger deals in particular

The majority of buyout experts say the level of
competition in the buyout sales process has increased
over the past year – and it’s particularly noticeable in
the larger deal segment.

Significant
increase

One major reason for this is increased competition
from family offices and newly launched private equity
companies. There are more buyers looking for the
same investment opportunities.

< 5m EUR

Values represent weighted net percentages indicating the
percentage of respondents indicating an increase reduced
by the percentage of respondents indicating a decrease.

All segments

2013

Significant
increase

24% 23% 25%
9%

5% 18%

-2%
Significant -27%
decrease < 5m EUR

5-20m EUR

>20m EUR

All segments

2013

2014

EBITDA multiples - Trend indicators per deal segment1 2

The average EBITDA multiple paid was
estimated to be 5.0
6 EBITDA

multiple

5,7

5
4

4,4

4,9

Q3
5,0 Mean
Q1

3
< 5m EUR

2

>20m EUR

Buyout experts expect similar or slightly
higher EBITDA multiples

The average EBITDA multiple paid was an estimated
5.0, with slight differences according to the deal size
segment of the market.

Responses were categorised according to
the respondents’ main deal segment activity.

5-20m EUR

Level of competition - Trend indicators per deal segment1 2

After the pre-crisis peak – and the drop during the
crisis – average price levels seem to be returning to
normal. They have increased slightly – except in the
smaller deal segment.

1

30%

Significant
decrease

Rising prices

Most buyout experts expect similar or slightly higher
prices to close a deal in the future.

41%

13%

Investors need to be more proactive – they realise
there may be too much capital chasing too few deals.
And a lack of high-quality opportunities makes it more
difficult for investors to complete deals.

Tougher lending conditions continue to put pressure
on the prices investors can pay to buy firms.
But sellers have been slow to lower their price
expectations to reflect current conditions – some of
them might be waiting for better times to sell.

31%

5-20m EUR

>20m EUR

All segments

2013
Estimated EBITDA multiples - Mean, Q1 (25th percentile)
and Q3 (75th percentile) values per deal segment1
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A more thorough investment process
Half the people we surveyed feel that it now takes
longer to close a deal.

There is a general perception that
it takes more time to close deals.
Significant
increase

Buyers are more cautious – and since the
economic crisis have further scrutinised their return
targets.

In general, a large number of buyout experts note that
the sales process is becoming more professional.

38%

36%

Processing time has increased – according to
bankers in particular, regulatory and tax compliance
checks are more detailed.
Thorough commercial due diligence – a weak
economic outlook and turbulent marketplace has led
private equity investors to dedicate greater resources
to identify possible risks

50%
17%
Advisory

Banks

Law
firms

Private
equity

Significant
decrease

34%
All

2013

Time to close a deal - Trend indicators per respondent type1

Experts believe that the sales process
is becoming more professional.
Significant
increase

8%
Advisory

Significant
decrease

9%

18%

Banks

Law
firms

11%

12%

Private
equity

All

2013

Level of professionalism in the sales process - Trend indicators
per respondent type1

1
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Values represent weighted net percentages indicating the
percentage of respondents indicating an increase reduced
by the percentage of respondents indicating a decrease.

Are intermediaries taking
a more professional approach?

Groenbedrijf Van Vlierden, MBO by Rob Lenaers, Patrick Laevers and Marc Timmermans
“With the financial and professional support of two entrepreneurs, Groenbedrijf Van Vlierden secured
a successful MBO. We helped them to carry out a due diligence investigation and draft the SPA.
This resulted in more balanced conditions and realistic pricing expectations. Our pragmatic approach
and assistance helped the entrepreneurs to close the deal.” (BDO)
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FINANCING
Growing levels of equity injections are set
to stabilise during 2014
Our respondents estimated that MBO/MBIs needed
an average of 35.45% equity or semi-equity, with
very little variance for differing deal sizes – this has
increased greatly compared with pre-crisis levels.
And the equity and semi-equity contribution has
grown significantly over the past year, but is set to
stabilise during 2014. However, deals that are less
than five million EUR are still expected to see a small
increase in own contribution.

When you also consider increased competition for
deals and low macro economic growth expectations,
returns can seem less attractive for investors – unless
they can drive down prices for acquiring a company.
The equity and semi-equity needed to
finance an MBO/MBI has increased over
the past 12 months, but is expected to
remain stable in 2014

Average percentage of equity and
semi-equity needed to finance an
MBO/MBI is 35.4%

50%

The major driver for this has been that banks have
taken a more prudent approach to lending since
the credit crisis. Banks are increasingly looking to
de-leverage deals. They are more cautious about
lending – and many entrepreneurs may need to
reassess the deals they target if they want banks
to become involved.

% own
contribution

Significant
increase

40%
34,7%

30%

35,2%

36,7%

45%

Q3
35,4% Mean
Q1

31%
16%

20%
< 5m EUR

5-20m EUR

>20m EUR

< 5m EUR

All segments

Significant
decrease

2013
Percentage of equity and semi-equity needed to finance
an MBO/MBI – Mean, Q1 (25th percentile) and Q3
(75th percentile) values per deal segment

5-20m EUR

21%

32%
3%

>20m EUR

2013

7%

All segments

2014

Percentage of equity and semi-equity needed to finance
an MBO/MBI - Trend indicators per deal segment1

1

12

3%

Values represent weighted net percentages indicating the
percentage of respondents indicating an increase reduced
by the percentage of respondents indicating a decrease.

More private equity to invest
The total number of investors focused on SMEs is
still limited. But in recent years we have seen a steady
increase in private equity funds, family offices and
high net worth individuals targeting this segment of
the market. There has been a surge in deal-by-deal
investment vehicles, further increasing the supply
of capital.

This increase is reflected by the buyout experts’
opinion: the availability of external equity for
financing MBO/MBIs has increased strongly, and
is expected to grow further.

Also, private equity investors have unspent
commitments – known as ‘dry powder’ – which they
will be looking to invest.

So will investors be able to put their money to work
without compromising their proposed investment
strategy? Some may have to ask limited partners
to have more time, or not use the money at all.
But the expected increase in deal flow may offer
a way out.

External equity to finance
MBO/MBIs is becoming more and
more available

External equity to finance
MBO/MBIs is expected to increase
in all deal segments

Significant
increase

Significant
increase
32%

20%

PE Experts

Significant
decrease

28%

33%

Bankers,
lawyers,
advisors

31%

17%

All respondents

2013

Availability of external equity to finance MBO/MBI Trend indicators per respondent type1

1

31%

27%

2014

< 5m EUR

Significant
decrease

25%

30%

5-20m EUR

36%

29%

>20m EUR

31%

27%

All segments

2013

2014

Availability of external equity to finance MBO/MBI Trend indicators per deal segment1

See page 12
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Banks exercising more caution with lending
Debt funding remains challenging with reasonable
and stabilising debt multiples.
The average senior debt/EBITDA multiple is 3.1 – and
we can expect it to remain stable over the next year.
This follows a European trend where debt multiples
have returned to normal levels after the pre-crisis
lift-up.
But banks are still being cautious and selective about
businesses they are willing to lend to.
In general, the experts we surveyed agreed that the
cost of lending was stable in 2013, and they expect
a slight increase in the coming year. Respondents
predict that the maturity of loans to finance an MBO/
MBI will stay relatively stable.
However, a fairly large group of respondents said
personal guarantees, pledges and mortgages needed
to get a loan or line of credit to finance an MBO/
MBI have tightened significantly over 2013. And
commercial finance as a condition for banks to back a
transaction is becoming more widespread.

The average senior debt/EBITDA ratio
is 3.1, with small variations between
deal segments
Senior debt/
EBITDA
5 multiple
4

3,4

3

3,2

3,0

3,1

2

Q3
Mean
Q1

1
0

< 5m EUR

5-20m EUR

>20m EUR

All segments

2013
Average senior debt/EBITDA ratios for MBO/MBI transactions
– Mean and Q1 (25th percentile) and Q3 (75th percentile)
values per deal segment

Total senior debt/EBITDA ratios are
expected to remain relatively stable over
the next 12 months
Significant
increase

Clearly the effects of Basel III are taking hold – banks
have become more prudent in their lending activities.
This means investors may need alternative sources of
debt and rely on government guarantee schemes to
fund deals to realise satisfactory equity returns.

7%

2%

10%

6%

6%
-4%

-7%
-20%
< 5m EUR

Significant
decrease

5-20m EUR

>20m EUR

2013

All segments

2014

Total senior debt/EBITDA ratios - Trend indicators per deal
segment1

1

14

Values represent weighted net percentages indicating the
percentage of respondents indicating an increase reduced
by the percentage of respondents indicating a decrease.

Bankers say the cost of debt will
remain stable – but other respondents
expect a moderate increase

Overall, the cost of lending remained
stable over the past year. A slight
increase is expected in 2014
Significant
increase

Significant
increase
7% 20%
< 5m EUR

3%

21%

5-20m EUR

11% 12%
>20m EUR

Significant
decrease

6% 17%

0%

All segments

2013

2014

Cost of debt to finance an MBO/MBI – Trend indicators
per deal segment1

Respondents say the maturity of loans
to finance an MBO/MBI will remain
relatively stable

20%

8%

-9%
Significant
decrease

Other respondents

Bankers

2013

2014

Cost of debt to finance an MBO/MBI – Trend indicators
per respondent type1

Personal guarantees, pledges and
mortgages needed to get a loan or line
of credit tightened significantly in 2013
Relaxed
significantly

Significant
increase
3%

4%

11%

< 5m EUR

Significant
decrease

-3%

-9%

-14%
5-20m EUR

6%

1%

>20m EUR

2013

-30%

Maturity of debt to finance an MBO/MBI - Trend indicators
per deal segment1

1

See page 14

2

+100% means all respondents indicated the guarantees
needed relaxed significantly. -100% means all respondents
said the guarantees needed tightened significantly

-30%

-44%

All segments

2014

-22%

Tightened
significantly

< 5m EUR

5-20m EUR

>20m EUR

All segments

2013

Guarantees, pledges and mortgages needed to get a loan
or line of credit – trend indicators per deal segment1 2
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Alternative funding mechanisms – bridging
the financing gap
Lending conditions have tightened and the general
economic outlook is weak – so investors are turning
to alternative deal structures.

Vendor loans have become increasingly
popular
Significant
increase

Vendor loans
These are typically unsecured loans that are
subordinate in priority to the company’s senior
debt. They help to close transactions – sellers are
increasingly willing to stay involved in a deal through
vendor loans. In the last year, they have become
commonplace in early negotiations for investors.

Earn-outs
Overall, buyout experts noted an increased use in
earn-outs over the past year. They are an effective
mechanism for balancing a seller’s price expectations
and a buyer’s valuation – and they can help to
eliminate risks from a deal in today’s uncertain
economic environment. Their use has increased,
particularly in smaller deals that allow for more
flexible deal structures.

55%

44%

40%
25%

< 5m EUR

5-20m EUR

>20m EUR

All segments

Significant
decrease

2013

Use of vendor loans – Trend indicators per deal segment1

earn-outs have become increasingly
WIDESPREAD
Increased
significantly

44%
25%
< 5m EUR

5-20m EUR

15%
>20m EUR

26%
All segments

Decreased
significantly

2013

Use of earn-outs – Trend indicators per deal segment1

1

16

Values represent weighted net percentages indicating the
percentage of respondents indicating an increase reduced
by the percentage of respondents indicating a decrease.

Mr Bricolage, MBO by Quentin le Bussy
“When Quentin chose to acquire “Mr.Bricolage” he turned to us. Our M&A team played
a key role throughout the entire process from structuring the transaction and performing
the financial due diligence, through to assisting with the legal aspects of the transaction
and the fundraising to finance the deal.” (BDO)
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Opportunities and challenges
SMEs need more
professional
structures

Changing funding
landscape poses
challenges

As the baby boom generation plans to retire in the
next decade, and try to reap the benefits of their
entrepreneurial efforts, a growing number of SMEs
will be looking for a new owner.

The promise of a new wave of SMEs that will be
looking for new owners means the number of
independent M&A advisory companies and new
private equity firms focusing on this market has
grown.

However, many buyout experts are concerned
with how professionally structured many of these
companies are – and how long they can continue
without their original owner managers.
If these owner managers don’t put the right
structures in place and develop the right business
models to sustain future growth, many of these
companies won’t find suitable buyers – and will risk
liquidation.
There have been a number of government initiatives
to raise awareness of this issue – but more efforts
are needed to prepare these companies to be
successfully transferred, and to create a new
generation of professional owner managers.
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Also, a low return investment environment has
attracted new non-institutional investors – such as
family offices and high net worth individuals – looking
for alternative investment opportunities. In contrast
to most institutional investors, they often develop
specific investment vehicles on a deal-by-deal basis.
This new competitive environment will pose some
challenges. To get satisfying returns, investors will
have to be more proactive in sourcing attractive
deals. And less experienced investors and advisory
companies may lack the experience and discipline
to scrutinise deals and put appropriate governance
structures in place to support long-term, sustainable
value creation.

Alternative funding
sources needed
There are encouraging signs that confidence and
activity in the SME buyout market are picking up.
But deals generally take longer to complete.
Debt markets are more restrictive and there are
relatively low growth prospects for the overall
economy. So investors need to be cautious, and look
for alternative deal structures that are flexible and
allow decent returns for both sellers and buyers.
To deal with these challenges, investors may need
alternative funding sources such as mezzanine funding
and vendor financing. If used well, these new funding
sources will allow for a vibrant buyout market.
Finally, intermediaries should set realistic expectations
about the new return environment.

Final thoughts
Overall, we believe the SME buyout
market has strong potential. But the
different intermediaries need to set
realistic expectations. The insights
in our first Entrepreneurial Buyout
Monitor should help to create a mutual
understanding to tackle the risks
and challenges of an ever-changing
environment.

Veerle Catry
Partner, BDO Belgium

Changing tax environment
Tax regulations play an important part in buyout
structuring – and unstable and unfavourable tax
regulations can impact how deals are structured.
From October 1, 2014, the withholding tax rate applied
to liquidation bonuses will rise from 10% to 25%. This
could lead to fewer potential targets in the smaller
market segment – potential sellers might opt for
liquidation before this new tax rate comes into force.
The tax rate increase might also pose problems for a
buyer trying to persuade a seller to accept an asset
deal instead of a share deal.
In the meantime, two major obstacles remain
when closing a buyout deal – the absence of tax
consolidation and the uncertain tax treatment
authorities give to deal structures.
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Did you know of
The Entrepreneurial
Buyout Academy?
The Entrepreneurial Buyout Academy organized by the
Platform for Entrepreneurial Buyouts targets individuals with
significant management experience who have the ambition
to perform their own management buy-out or management
buy-in.
The program consists of 7 sessions which chronologically
handle the steps needed to successfully undertake a buy-out
or buy-in. As such, the Academy offers buyout candidates an
excellent opportunity to prepare their buyout case.
For more information, please visit:

www.vlerick.com/en/events/events/
entrepreneurial-buyout-academy
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