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Private Equity Backs Record Volume of Tech Deals 
Dealogic data shows private-equity firms backed more than $400 billion in U.S. tech deals last year, up 
from about $196 billion in 2020 

 

Big 2021 tech deals involving private-equity  irms included the roughly $12 billion acquisition, excluding 
debt, of Nasdaq-listed cybersecurity provider McAfee by a consortium including investors Advent 
International and Permira Advisers. 
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Private-equity firms had a blockbuster year for deal making, largely driven by technology investments. 

As of mid-December, private-equity firms had announced backing U.S. technology deals totaling$401.71 
billion, including new purchases, asset sales and add-on deals, according to data provider Dealogic. That 
accounted for 41% of a record $990.25 billion in overall private-equity deals through mid-December, 
Dealogic said. 

The tech-deal value for 2021, which more than doubled from the 2020 level of $196.34 billion, was the 
highest since Dealogic began tracking the data in 1995. In 2020, tech transactions also represented 41% 
of overall private-equity deals, which totaled $474.06 billion. 

Investors say they expect more tech deals in 2022. Private-equity fund managers have long found 
software-as-a-service businesses particularly attractive, as these companies offer reliable recurring-
revenue models and yield strong and consistent returns. The Covid-19 pandemic drove greater digital 
adoption across all aspects of life, making technology-enabled businesses all the more alluring to 
investors and whipping up competition for tech companies. 
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Pent-up investor demand and sellers eager to strike deals ahead of anticipated tax changes helped drive 
activity, said David Humphrey, co-head of Bain Capital’s North American private-equity business. The 
tech sector’s strong performance throughout the pandemic also buoyed deal volume, according to Mr. 
Humphrey, who worked on the pending $17 billion acquisition of healthcare-technology 
company Athenahealth Inc. by Bain Capital and private-equity firm Hellman & Friedman LLC. 

 

Bain Capital and Hellman & Friedman LLC struck a deal to buy Athenahealth for $17 billion. 
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Other large tech deals in 2021 included the roughly $12 billion pending acquisition, excluding debt, of 
Nasdaq-listed cybersecurity provider McAfee Corp. by a consortium including investors Advent 
International and Permira Advisers as well as Clearlake Capital’s agreement to buy Quest Software Inc. 
from Francisco Partners for about $5.4 billion, including debt. 

However, private-equity firms often must pay up to win these deals. 

Richard Hardegree, a vice chairman at Barclays PLC who leads technology mergers and acquisitions at 
the investment bank, said he routinely sees companies sell for roughly 20 times or even 30 times their 
annual earnings before interest, taxes, depreciation and amortization, while years ago a purchase price 
of 15 times Ebitda was the norm. 

“This has been a tale for the last decade-plus of increasing Ebitda multiples, particularly in the software 
space, where most of the activity has occurred,” he said. “We’ll see how it ends. I think there are a lot of 
people—including myself—who were skeptical at 15 [times], and now we’re at 30 [times] Ebitda.” 

As firms spend more to win deals, many have returned to raise new funds relatively quickly, a testament 
to the volume of cash in the market. 

Private-equity firms specializing in technology investments, such as Vista Equity Partners, Thoma Bravo, 
Silver Lake and Francisco Partners, have started or are in the midst of fundraising for what would be 
their largest vehicles yet, in some cases returning less than a year after securing their previous funds. 

Though many investors remain bullish about prospects for tech investing in 2022, some are raising 
concerns that elevated valuations could make it tougher to generate strong returns on certain 
technology investments. 
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“We expect to continue investing in 2022 but taking a bit more nuanced approach with sectors we like 
and staying away from sectors that we think could get hit hard in the down cycle,” said Mirza Baig, a 
managing partner at growth-equity firm Aldrich Capital Partners. Mr. Baig said valuations looked frothy 
in sectors such as European financial technology, wealth technology and real-estate technology. 

“On the healthcare side, given the context of a global pandemic, we have seen a splurge by investors in 
parts of biotech, revenue cycle management, payer facing risk adjustment, and 

[the] perioperative space,” Mr. Baig said, adding his firm had passed on a number of deals in these 
areas. 

Andrew Olinick, a partner at private-equity firm 3i Group PLC, said that he also has seen the market 
taking a harder look at potential deals. 

“I think what happened for a while was if you were an average business you expected an exceptional 
price. Now what you’re finding is they’re not getting the exceptional prices,” Mr. Olinick said, noting that 
he has seen more failed deals in recent months. 

“As [interest] rates go up there will be a bit more discernment,” he added. “I think businesses that are 
strongly performing will still command very full valuations.” 
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