


Introduction

A private equity deal is often attractive—but there are clear situations where a trade sale
(selling to a corporate buyer) is the smarter choice. What follows is a practical, decision-
focused discussion.
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Your management team is not ready to scale independently

Private equity relies heavily on a strong second-tier management team and
leaders who can run the business post-transaction. If the founder is central to
operations and there is no clear succession, then a corporate buyer will be most
likely to be better positioned to absorb and integrate the business.

Market conditions favour strategic buyers

In some markets corporates are cash-rich, strategic consolidation is active and
specific capabilities are in demand the this can lead to faster processes and
higher valuations from trade buyers.

You want deal simplicity and certainty

Trade deals are usually more straightforward and less structured e.g.. fewer earn-
outs / rollover complexities whereas private equity deals often include equity
rollover, ratchets and incentive schemes. Where simplicity matters, trade may be
preferable.

Your business is highly complementary to one obvious buyer

If there's a clear “natural owner” then a larger acquirer in your space or a sector
consolidator is more often able to move quickly, pay aggressively or value your
business more than a financial investor.

Specifically, if you are exiting a SaaS business, Trade buyers win when the product
fits neatly into an existing platform, there is strong cross-sell potential or IP or
feature set is strategically valuable.

And id you are an IT Services company especially an MSP or MSSP then trade
buyers often win when geographic expansion is key, service capability is
complementary and integration synergies are obvious.

Where Private Equity is still the best choice, when you want a second exit (retain
equity), the business can be a platform for growth/acquisitions and you to scale
significantly post-transaction.
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Summary

Ask yourself

R/

% Do | want cash now or future upside?

% Do | want to leave or keep building?

% Is my business more valuable inside a larger group or as a platform?
and if the answers lean toward:

% exit, certainty, strategic fit, then it's a trade sale but, if

% growth, partnership, and a second exit then it's private equity.

A trade sale is better than private equity when:

% you prioritise certainty, simplicity, and a full exit

% your business has clear strategic value to a buyer

% synergies drive higher upfront valuation

But, in selling to private equity i.e. your company is high growth, scalable (and in need of
growth capital) and the owners wants the second exit, comes risk

% though, deal complexity
% deferment to preference share and loan note holders

% the upside of the second exit fades away if the future performance doesn't meet
expectations.
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