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Deal Makers' Interest In Tech M&A Continues To Rise 

By Benjamin Horney 

Law360, New York (October 13, 2017, 4:02 PM EDT) -- The market for tech mergers and acquisitions is 
expected to pick up as private equity and corporate acquirers alike look to stay ahead of the 
competition, meaning more intense bidding wars and increasingly complex due diligence processes are 
on the horizon for deal makers and their legal advisers. 
 
More than half of the 142 participants in Morrison & Foerster LLP's most recent M&A Leaders' Survey, 
put out this month in conjunction with 451 Research, believe there will be an increase in technology 
M&A deals over the next year. The confidence of deal makers as it relates to tech comes despite the fact 
that there has been a decline in the total number of global tech and telecommunications deals over the 
first three quarters of this year, according to data from 451 Research. 
 
"It is encouraging to see such a bullish forecast, particularly following Q3 closing with a higher aggregate 
value of deals than the previous quarter," said Robert Townsend, co-chair of Morrison & Foerster's 
global M&A practice group. 
 
According to Townsend, the belief from deal makers that tech M&A will only continue to become more 
popular can be attributed to multiple factors, including general confidence in the economic climate — 
"notwithstanding political uncertainty" — and the fact that many believe we are on the precipice of 
various technological breakthroughs. 
 
"We are now entering a new cycle of innovation," Townsend said. 
 
Up-and-coming technologies currently contributing to the increased interest deal makers have in tech 
M&A include artificial intelligence and autonomous vehicles, as well as the internet of things, the term 
for household items, automobiles and other products used by people on a daily basis that are connected 
to the internet. In addition, technologies related to the cloud and big data analytics are among the 
specific types of tech buyers are most eager to acquire. 
 
"Tech M&A is driven by tech and nontech companies facing disruption from innovative digital 
technologies," noted Peter Wand, a partner in the Frankfurt office of Baker McKenzie. "These companies 
are turning to M&A in search of solutions." 
 
With numerous companies focused on all of these enticing technologies, it's no surprise that 
competition for the assets that are available on the market is growing. 
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"Competition between potential buyers is fierce," Wand said. 
 
That there's severe competition for assets in the M&A world isn't much of a surprise, but the current 
state of the technology industry has led to a change in the type of buyers competing for a given asset, as 
well as an uptick in the number of buyers vying for any given deal. According to the Morrison & Foerster 
survey, 59 percent of respondents forecast an increase in PE activity in general over the next year, with 
53 percent saying private equity firms will be more competitive with corporate acquirers. 
 
"PE buyers are more active than ever," Townsend said. "They have a great deal of capital at their 
disposal." 
 
Not only are private equity buyers more active, but they are widening the range of companies they'll 
target because they see that the future of the business world at large is directly tied to advancements in 
technology. Of the 142 respondents to Morrison & Foerster's survey, 72 percent said the increase in 
overall deal-making in recent years has been strongly influenced by PE firms going after nontraditional 
companies, including smaller startups that previously would have only attracted venture capital or 
corporate buyers. 
 
"[Tech] is one of the areas of the economy that is showing consistent and impressive growth right now," 
said Matt Richards, a partner in Ropes & Gray LLP'sprivate equity practice. "Sectors that show that kind 
of growth are always going to be attractive to PE firms." 
 
More mature tech businesses may have stronger earnings than their less mature counterparts, Richards 
noted, but less mature businesses can often have "more prospects for growth." 
 
As corporate and PE buyers increasingly compete for tech targets, attorneys should be aware of the 
different advantages held by each in order to properly advise clients when it comes time to put together 
an offer. Corporate acquisitions, for instance, are still often able to simply outbid a private equity 
competitor. 
 
"It remains the case that if you have a very attractive emerging growth company with a tech that is well-
suited for a large strategic acquirer, that strategic acquirer will always be able and willing to outbid a PE 
fund," Townsend noted. 
 
PE firms, on the other hand, are able to "execute very quickly," Townsend noted, and are normally 
willing to take more risk than a corporate buyer. 
 
"By that, I mean [PE firms] are very comfortable using, for example, rep and warranty insurance and 
reducing post-closing indemnification obligations of sellers," he said. 
 
Meanwhile, increased competition for deals and rising price tags aren't the only obstacles standing in 
the way of successful acquisitions for clients. The due diligence process is becoming more involved, 
especially when it comes to dealing with technology companies, and clients will look to hire law firms 
that provide them with confidence that any issues will be highlighted and handled. 
 
"If the target company is a credit card processor, are they following the rules of confidentiality of credit 
card information?" Richards rhetorically asked. 
 



 

 

"We're also looking, more generally, at what data security and data privacy architecture companies have 
in place," he said. "Do they have a chief information security office? Do they have data privacy policies? 
Do they follow those policies?" 
 
Morrison & Foerster bolstered its practice this year by bringing in John P. Carlin, former assistant 
attorney general for the U.S. Department of Justice's National Security Division under President Barack 
Obama. As the chair of Morrison & Foerster's global risk and crisis management team, Carlin helps 
advise clients on sensitive security issues. 
 
"We have increased our expertise in the [cybersecurity] area by bringing in people formerly in 
government," Townsend said. "Then we bring those resources to bear in both analyzing the risk of a 
target company and formulating a detailed diligence inquiry to ascertain areas of weakness in their 
cybersecurity protections in order to understand potential incidents that even the target company might 
not have been aware of." 
 
--Editing by Katherine Rautenberg and Catherine Sum. 
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