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About Ciesco

Ciesco is a sector specialist M&A firm with a focus on the digital, media,
marketing and related technology sectors. With offices in London (HQ),
Germany and France, we operate globally, advising numerous clients that
range from independent, owner-managed companies to well-known
multinational network agencies and holding companies, as well as private
equity firms looking for growth or exit opportunities for their portfolio
companies. We are unique in that we offer a combination of senior level
industry practitioners and sector specialist investment bankers. We have an
extensive network of contacts and strong relationships that reach into
organisations worldwide at C-suite sponsor levels. We are well regarded in
the market for our specialist advice derived from our deep understanding of
the sector, industry insights of the competitor and buyer landscape, and
execution expertise.
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As a specialist M&A advisory firm, Ciesco focuses on

wthe digital, media, marketing and related technology

sectors and our analysts track relevant deals on a

~global basis in this space.

This report focuses on 20719's global M&A activity in the digital,
media, marketing and related technology sectars. This includes all
the sub-sectors at the complex intersections of where these
worlds meet. For the purposes of this report, our analysts have
only tracked deals that are relevant to the media, marketing,
digital and related technology sectors. The review focuses on M&A
transactions in these sectors, excluding seed capital investrments
and IPOs.

In addition to our deal activity analysis by volume, disclosed values,
geographical regions and sectors, the report provides insights and
trend analysis of private equity-backed activity, along with an
overview of the buyer landscape and our outlook for the sector in
2020 and beyond.

We are pleased to be working again in collaboration with
PitchBook, the data services provider, as a co-publisher of the
findings of this review.

This report was launched at an exclusive event held in London in
January 2020 in association with Bird & Bird, a leading law firm
known for its strength in the Technology, Media and
Communications sector. The 2019 Global M&A Review & 2020
Outlook follows on from Ciesco’s 20718 report published in January
2019

About Pitchbook

PitchBook is a financial data and software company with offices in London,
New York, San Francisco and Seattle. Serving clients in 19 languages, they
provide thousands of global business professionals with comprehensive
data on the private and public markets - including companies, investors,
funds, investments, exits and people, providing users with the tools they
need to discover better opportunities, work more efficiently and make
more informed decisions.

About Bird & Bird

Bird & Bird is an international law firm, with a focus on helping clients
being changed by technology and the digital world. Through their 1300
lawyers, across 30 offices globally, they take a single-minded approach to
advising clients, helping them succeed by thinking innovatively. The firm is
well-known for its intellectual property work.
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Foreword

| am pleased to present Ciesco’'s Annual Global M&A Review, the
2019 edition. Our Review details the M&A deal activity
throughout 2019 that has shaped the digital, media, marketing
and related technology sectors.

Despite major political uncertainty being witnessed on a global
scale and the ever-changing environment that brings with it
many business opportunities and challenges, corporates continue
to see M&A as a strategic tool to drive growth, acquire talent
and capabilities.

2019 remains an exciting and dynamic year for M&A, as
evidenced by the 1345 M&A transactions tracked by the Ciesco
market intelligence team. Despite a slight drop year-on-year in
overall deal volume, the announced deals with disclosed values
on an adjusted basis (to exclude the mega-deals) totalled
$112.4bn, representing a healthy increase of 314% over the
previous year's $85.6bn level.

Digital continues to drive business transformation across all
markets and sectors, and we saw Digital Media become the
most acquired sector in 2019, with 232 deals overall, a
significant growth of 85% year-on-year. Martech, Agency
Services and Digital Agency sectors remained popular with
corporate buyers, along with Data & Analytics & Strategy, where
deal flow increased year-on-year.

The buyer landscape continues to change and expand, with
consultancies, tech firms and private equity buyers wvying for
attractive assets in the space, alongside the established holding
networks and smaller mid-market groups. With the US and the
UK remaining at the top of most active countries (66% of all deal
volume originating from these two markets), the geographic
landscape remains stable. Cross-border deals also remain
consistent with previous years, representing 38% of the total.

Whether you are a potential investor, a strategic buyer or a
stakeholder planning the future for your business, we hope you
find the information in this review report insightful and
informative. All reported data on deal activity is overlaid with our
perspectives and insights, reflecting our substantial knowledge
and understanding of the overall industry. Ciesco Outlook, in
particular, reflects our deep roots and experience of being
practitioners in the sector and having managed and strategically
led companies throughout the wvarious disciplines and
geographies.

This year you will note a new, improved format of our report. We
are also pleased to include two guest editorials, one from an
investment banking perspective on lessons learnt from the UK
stock market performance in 2019, and the other highlighting
the importance of purpose and sustainability in the relationship
between consumers, brands and society.

| would be delighted to hear from you to discuss any of the
findings and aspects within our review that are of specific
interest to you and your business.

\/

Chris Sahota - CEO, Ciesco
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The strongest performing stock in the UK Media sector in 2019
was Future plc, with the share price more than tripling in the
year. Across the UK main market, it was the second strongest
performer and the top performer amongst the top 350.

Are there some positive lessons to be learned from this,
or is it just an unjustified valuation with little substance
behind it?

In this case, we think Future plc has earned the valuation it has
been given by investors and that there are some significant
factors worth reflecting on.

First of all, Future plc is a content publisher {mostly Consumer)
that derives its revenues across a range of interest sectors and
through a variety of products (everything from online advertising,
e-commerce and data through to complementary physical events
and magazines). The content is also leveraged through multiple
geographic markets. With content, there is scope to generate a
high incremental gross margin, which means strong profit growth
from a modest investment.

Investors like IP, operational leverage and businesses exposed to
secular growth trends such as online.

Over the last year, Future plc has seen the benefits of business
mix change with results reflecting strategic acquisitions that have
pivoted the business mix decisively to online growth that boosts
long-term prospects and the valuation multiple such assets are
given.

This was not achieved overnight. Not so long-ago Future plc was
barely profitable, consuming cash and untrusted by almost all
stakeholders. An aggressive reorganisation and commercial focus
on key content and products by a proven online media team has
turned the business around and flipped investor sentiment.

Management are open, direct, don't make promises they can't
meet (and beat) and the valuation has benefitted accordingly. They
approach staff management the same way, and conseguently, the
process of building a strong evolving management team has been
made easier.

The high valuation multiple provides a clear advantage when
making accretive acquisitions. The bottom line is that trusted
management have established a scalable growth model that is
delivering a great financial return and are constantly seeking to
improve their businesses products and market position.

a UK stock market

Any business looking to grow its value would be wise to
recognise many of these attributes and ask itself:

A Do we have a good business model which can
consistently generate good returns and reasonable
growth? Are we strategically heading in the right
direction?

A Is the quality of our business getting better or
worse? Do we have clear plans to keep improving
our business mix?

| am now going to turn to a long-term success story that has had
3 very tough time recently, but has acted to get itself back on its
feet. Mistakes are made and problems do arise, that's the real
world of business even for the best businesses.

Few readers of this article will need an introduction to M&C
Saatchi. Earlier this year, the Company went through what was
expected to be a standard periodic CFO change process. It is not
uncommon to see incoming CFOs take different views to
predecessors and they are often a positive sign for companies as
they bring renewed rigour and test ingrained assumptions.

In the M&C Saatchi case, some relatively modest accounting
errors were uncovered. Unfortunately, investors reacted harshly,
most likely out of uncertainty, and significantly de-rated the
valuation of this previously well-regarded business. The Company
decided to have an independent accounting review carried out to
be deep and rigorous. Arguably, little else has come to light, and
any adjustments to initial impact estimates are also arguably of
the “kitchen sinking” variety.

From an objective standpoint it must be recognised that the right
things are being done, new auditors have been appointed, the
review process has been completed, the non-executive directors
sitting on the audit committee have resigned and replacements
are being actively sought and internal processes and systems are
being overhauled to get them up to standard and to position the
company for the future.

It has been a volatile period, but already the benefits of acting
positively to re-build confidence and ensure a stronger footing
have been seen as the valuation has increased 30% from the low
point.

It is often darkest before the dawn, but keeping focus
on strategy and good management practices can turn
around situations that to some seem lost.

Johnathan Barrett, is a media sector research analyst with Panmure
Gordon and is a former fund manager with 25 years of equity capital
markets experience. He has covered all areas of the Media sector and
related technology areas. Panmure Gordon offers finance and advisory
services for private and public companies and those seeking to list on
public markets.
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The Tipping Point For Purpose is Now

For years, Purpose and Corporate Social Responsibility (CSR)
initiatives have largely been viewed by boards and C-suite
executives as nice-to-have but nonessential elements of business.
Window dressing. Maybe a social-good effort would get attention
after a business crisis or a national disaster. Perhaps a consumer
activist shared an impactful viral video they stumbled upon in
their social streams. But as soon as the news cycle moved on, it
was back to reviewing quarterly earnings.

Those days are over.

A new voice has entered the conversation; and this one
is the world’s largest shareholder - Larry Fink, Chief
Executive Officer of BlackRock.

Fink's recent letter to CEOs of publicly traded companies
demands that businesses publicly commit to a social purpose, and
adopt a shareholder-driven approach to management, strategy
and governance as an essential element to long-term viability.

As a board member of a publicly-traded company, as the owner
of a small business, as a career marketing professional, as a
citizen, as a millennial and as a father, | couldn’t agree more.

Never have all the hats | wear been so aligned and so
incentivized towards the same thing. And the opportunities
presented by purpose have never been so big. As we know,
change is never easy.

Some will capitalize on the opportunity to put purpose at the
centre of their business, probably the same companies who
succeeded at putting digital at the centre of their businesses.

Some will struggle with this disruption, much like business
struggled with digital disruption.

But the challenge brings opportunities for marketers
willing to assert themselves in C-suites and
boardrooms.

The convergence of demand from consumers and shareholders
for a purpose-driven approach to business and brand value brings
a moment for marketers to step up and be the expert visionaries
able to help businesses capitalize on the movement.

The opportunity around Purpose is now as big and
powerful as being the digital guru was 10 years aqgo.

Madison Avenue, this is the moment to use our collective might
to help our clients achieve the market's new mandate. We are the
experts who bill ourselves as the consumer whisperers. We insist
we understand their voice. Time to use it. We have the expertise
to serve as the active, engaged agents needed to guide
companies down the path of shared value. It's on us to drive
profit through purpose.

And much like digital, it's not enough to talk the talk to
our clients, we ourselves must become purpose-driven
as an industry.

We need to invest in training, diversity and human development.
Employees are not short-term disposable assets. Treat talent like
the humans they are, not like interchangeable parts. That's not
how you treat stakeholders.

Let’s also treat our audience well.

Enough brand campaigns that feed the forces of anxiety and
compulsive consumption.

Stop objectifying women in ads, and in the office.

Stop working for brands whose existence does more harm than
good.

We have been complicit in helping brands cause many societal
problems, and we cant be any longer. There is a model for
businesses thriving in moments of disruption — digital.

We need to make purpose the new digital, so that we
can redirect billions in brand spending towards social
good and a fundamental change in the relationship
between consumers, brands and societies.

And like digital, we must take purpose beyond the marketing
department and into the core of the operation. To do that, we
need to understand how to measure its impact on the entire
organisation’s ecosystem.

Drew Train is President & Co-Founder of New York-based OBERLAND -
Creating Brands With Higher Purpose.

After racking up more than a dozen national and global awards for cause
marketing and driving social change through traditional, digital, social and
mobile campaigns, Drew Train set up shop as Co-Founder/President of
OBERLAND, along with his business partner, Bill Oberlander, Co-
Founder/Executive Creative Director. By leading an integrated team at
OBERLAND, Drew leverages the potential of advertising to create
positive, lasting change. Before launching OBERLAND, Drew started the
social good practice at J. Walter Thompson New York, called JWT Ethos.
Prior to opening JWT Ethos and OBERLAND, Drew learned his craft
through extensive work on global, corporate brands like HSBC, Verizon,
UPS, Pumna, Lufthansa and Tiffany & Co. in the US and Shanghai.
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Executive summary

Deal statistics

With a total of 1,345 transactions, the overall deal volume in 2019
fell slightly when compared to previous year, 3 3.4% decline from
the record high of 2018 when 1,392 deals were recorded. Similarly,
the total value of deals with disclosed values reached $140.4bn, a
much lower value than the record high of $304bn seen in 2018. If
the total value is adjusted to exclude any mega-deals (deals with
values over $10bn), then the total value of deals with disclosed
values in 2019 stood at $112.4bn, surpassing the previously record
high of $85.6bn reached in 2018, or a 314% increase over the
2018 levels.

Notable deals

This year saw the completion of a number of notable deals in the
sector, in particular CBS merging with Viacom in a $12bn
transaction, whilst KKR acquired Axel Springer in a deal valuing
the company at $7.6bn.

We also witnessed the $15.7bn acquisition by Salesforce, the No 1
CRM leader, of Tableau Software, the No 1 data analytics
platform, whilst Publicis acquired Epsilon, the data-driven
marketing solutions provider, in a $4.4bn deal. Furthermore,
private equity powerhouse Bain Capital acquired Kantar, the UK-
based global data, research, consulting and analytics firm in a deal
valuing the company at $4bn.

Buyer landscape
Holding networks

The global marketing holding networks were again subject to a
year of turbulent share prices and poor financial performance,
both of which had an impact on their M&A appetite. The six
largest holding companies showed a further decline in deal
volume, completing only 26 deals in 2019, down 50% from 2018's
total of 52, and a 62% reduction on the 69 deals recorded in 2017.
The decline in deal volume from the six largest holding companies,
compounded by an increase in deal activity driven by players from
the consultancy, tech and private equity world, meant the
percentage of total deals completed by holding networks is now
only 2%, down from 4% in 2018 and 11% in 2014. Only Dentsu,
Havas, and Publicis counted as most active holding network
buyers by deal volume, with Havas managing to increase its deal
count to 6 deals, two more than in previous year. Both Dentsu
and Publicis experienced relative declines in their deal volume
year-on-year, with 13 and 5 transactions respectively {compared
to 19 and 7 deals in the previous year). IPG was the only network
of the Big Six to see no M&A activity at all in 2019, whilst WPP
and Omnicom recorded only one transaction each.

Consultancies

Consultancies continued to have a strong presence in the market,
broadening their range of capabilities, as well as building on their
now established digital and marketing services offerings.
Accenture in particular was again at the forefront of this activity,
making 16 acquisitions in 2019, up slightly from their 15 deal count
recorded in 2018.

Technology

Technology firms continued their M&A activity in the sector, with
a particular push towards data & analytics and content &

production spaces. In particular, Salesforce acquisition of Tableau
Software is expected to supercharge their customer’'s digital
transformations by enabling them to get rapid insights and make
impactful, data-driven decisions.

Mid-market

Mid-market groups remained active acquirers in the sector, with
Stagwell Group representative of this category. The US firm,
which entered the market in 2017 as a major emerging buyer,
continued to add to its acquisition spree, recording eight deals in
2078,

Emerging buyers

2019 again saw a number of new entrants into the marketplace,
ranging from established tech buyers to new bespoke funds. Most
notably S&4 Capital, the acquisition vehicle established by Sir Martin
Sorrell in 2018, has consolidated its position in 2019 by completing
eight acquisitions, four times more than its 2018 deal count.

Private equity

The accumulation of large pools of capital from previous years
meant that 2019 continued to be among extraordinary years for
private equity firms in the sector. Deal transactions involving a
private equity buyer accounted for 42% of all deals, compared to
22% the year before. These deals were either acquisitions by the
PE funds themselves, or via their existing portfolio companies
looking to grow through M&A.

KKR emerged as the most active PE buyer, with 10 deals
completed in 2019 either directly or via portfolio companies.

Geographic overview

The US and UK remained the two largest markets in terms of
deal volume, with targets from these countries accounting for
50% and 16% respectively, of overall deal volume. Both UK and
North America experienced growth in deal activity in 2019, whilst
previously strong performing regions, like LatAm, APAC and
Africa, all saw significant declines. In Western Europe, Spain and
Netherlands witnessed the highest increase in deal volume year-
on-year (with 180% and 95% increases respectively). The
proportion of cross-border deals also increased year-on-year, now
representing 38% (compared to 29% in 2018).

Sectors

Digital Media and Traditional Media emerged as 2019's most
popular sectors, with 232 and 209 deals respectively. Combined
these two sectors represented a third of all deal activity
throughout. They were also the only sectors witnessing deal
activity increases, a massive 85% increase for Digital Media in
particular. Data & Analytics (104 deals) and Strategy (82 deals)
also experienced considerable increases in their deal activity.

The MarTech sector, with its 156 deal count, came in third place,
recording a 22% decline from 2078 levels. This was closely
followed by Agency Services (153 deals) and Digital Agency (148
deals), both sectors experiencing deal volume declines year-on-
year as well.

The combined total of 898 deals across these Top 5 sectors
represented 66.8% of all deal activity in 2019.
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Ciesco outlook

Businesses can expect more complex, global marketing challenges within the further emergence
of China as a super power and super economy, with their consumer confidence on the rise,
despite a slight slowdown in economic growth compared to recent highs. India and other Asian
markets will also accelerate. The United States under its current leadership will continue to adopt
a more US-centric approach, rather than as a global influencer, both palitically and economically.
The US will continue to power ahead with its economy with continued job increases and resulting
further reductions in unemployment. Brexit will undoubtedly cause UK and European disruption,
and will also effect other international markets” position and perspectives, with an outcome still
difficult to predict.

misrepresented. Influencers will have still stronger voices, and governments, corporations and
individuals will continue to be on their guard against influential damaging fake news from third-

Pervasive social media will continue to make headlines. Companies and their brands will
! strengthen their guard to best ensure that their messaging is not manipulated and
party sources and disrupters.

The holding networks will awake from their recent M&A slumber and be back on the acquisition
trail, trying to capture tech and content related specialist companies to both fill gaps in their
service offering and to ensure that they can defend against outside advances to their client sets
and income, and also to be more roundly competitive in new business situations. Networks will
also continue to review their operations region by region and will divest where companies and
markets are not demonstrating competitive service capabilities, growth and profit.

In-housing will remain high in discussion at board level with brands wrestling with the concept
and opportunity to deliver potentially more effectively and efficiently with specific in-house
services, against the necessary and inevitable high set up and recruitment costs. Media planning
and buying will lead the way, with end content production inevitably considered to be brought in-
house. This cycle of in-agency or in-house, or a combination, will swing back and forth across
the next few years. Agencies need to be able to roll with it and constructively help and partner
their brand clients in any potential transformation.

Artificial intelligence (Al) will continue to accelerate and be utilised to improve the customer
experience, driving business operations efficiency. However, designing and creating original and
proprietary Al-based systems will remain an expensive budget consideration for most
businesses. Consequently, Al applications will continue to be executed through providers of as-a-
service platform, allowing simple feed into a company or brand’'s data, and a pay-per-use
mechanism relating to data segmentation, algorithms or resource computing. These are services
currently successfully provided by the likes of Amazon, Google, and Microsoft.

© ciesco ﬂ
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5G and the 5™ generation of mobile internet connectivity will start to create an influence in
2020. Phenomenal super-fast download and upload speeds, as well as more stable connections
via the mobile networks, will see SG mobile data become extended and even more content rich,
with affordable data plans in place, and will support serious consideration within multi-channel
communication media planning for brands and companies.

We will still be operating in a low interest rate environment which is good for new investment
plans, gives low threshold for returns on capital, positive backdrop for expansion initiatives, and it
is positive for stock markets, the bellwethers for investment. Private equity will continue to focus
on the MarTech and AdTech sectors as it seeks acquisition opportunities with considerable
accumulated war chests.

Blockchain will extend beyond the domain of the major corporates like FedEx, IBM, Walmart and
Mastercard in 2020. Their investment has demonstrated positive results and the technology is
being recognised and will reach down to and be adopted by smaller players, consequently beginning
to play @ prominent role day-to-day in encrypted, digital ledger transactions.

The Ageing Population situation had somewhat slipped from the radar but the ‘Over 65s’ globally
essentially expect to double in number between 2020 and 2050. In the context of a far smaller
overall growth in the global population, it will begin to resurface again in 2020 with governments,
institutions and welfare groups. The percentage increases are much more marked in the developing
Asian, African and South American countries, albeit there is still 3 50% increase in UK and Europe.
China specifically has a huge challenge, due to the one-child policy, as the number of workers vs
retirees shifts from 10 in 2000 to 2 in 2050. Working habits, leisure habits and economic
performance will all be effected by this trend in all territories, creating complexity and challenges in
global marketing initiatives and new product innovation.

Expect to see further growth of digital advertising expenditure, [JJijvith a
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