
Covid-19 – short term 
financial implications



What Makes 
Us Different?

Specialist Advice
Our team draws upon extensive lead advisory, due 

diligence, banking and private equity experience, 

ensuring that every aspect of a deal is understood and 

potential issues are addressed early in the process

Director-Led Service
Our clients receive Director level input throughout 

the process; we use Senior Managers and below in the 

background for research and desktop processes. All 

our client-facing Directors have at least 10 years’ 

transaction experience, in addition to experience 

outside of the advisory environment, across multiple 

jurisdictions.

Objectivity
We do not offer any “traditional” accountancy 

services and therefore have no retained clients for 

whom we provide audit services. We therefore are 

able to avoid the inherent conflict of interests that can 

arise within a full service accountancy firm.

Independence
Unlike some of our competitors, we do not have restrictions in 

relation to the geographies we work in or access. We have dealt 

with clients across the globe without having to seek permission 

from another region to do so.

International Network
Part of the Pandea international network of firms, 

with a global reach of member firms in countries such 

as USA, Australia, France, south Africa and the 

Netherlands. Our network provides access to a 

number of markets and additional large international 

players in a variety of sectors.
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Part I – lockdown 
leading to 
shutdown

For Scottish SMEs
the first thought 
was survival – and 
still is in many 
cases

• Many businesses simply did not have a choice when lockdown started – they could not 
operate their businesses and safely bring staff into their premises within government 
guidelines.  There are some exceptions – notably food retail and technology. 

• Government schemes have avoided a wholesale failure of SME businesses
• CBILS and other loans
• Grant regime
• Furlough – this has been prevalent in preventing wholesale layoffs, though we are 

seeing businesses planning for the future and part of that is resizing their employee 
base

• Management teams have proved able to downscale their businesses, or mothball them

• There has been some element of cost leakage/loss incurred as costs can be deferred but 
not avoided
• Basic infrastructure spend unavoidable
• Staff costs

• Banks have been the first point of call for businesses and whilst many companies have had 
assistance the response has been varied
• ‘no new customers’



Part II – the restart

Hopefully, where 
we are now

Likely to be even 
harder than part I, 
both practically 
and financially

Some large businesses are potentially not returning to the office environment this year.  SMEs will in 
many cases not have the luxury of prolonged working from home.

In addition to navigating the practical (socially distant working, intra-UK differences), from a 
financing perspective the key is being able to support the restart with sufficient working capital. 
There are a number of considerations;

• Banks already understaffed and are unlikely to be recruiting to meet short term demand
• Businesses that were borderline credit-worthy previously are unlikely to meet the criteria 

post deal 
• Response times are inevitably proving slow in many cases
• Bank funding may therefore not be the solution. Business owners will have to come to 

terms with the concept of taking on equity to get back to where they were previously
• On the positive side there are plenty of private equity houses with funds to invest – we 

have had a regular dialogue with a number of UK-wide firms looking for opportunities
• However, some funds with large portfolios are definitely restricting investment in some 

companies – both early stage and established businesses are equally affected by this
• One of the issues that has been around pre Covid and continues to dog smaller businesses 

is the level at which investors want to invest, particularly in regions where there are a 
higher level of smaller businesses that do not meet the start-up/EIS criteria, usually 
traditional economy firms, often seeking £250k - £750k investment to sustain themselves. 



Practicalities 

There are 
implications for 
dealmaking and 
financing, and a 
number of
additional 
considerations to 
bear in mind

• Company valuations are going to be even more difficult to arrive at
• Consider turnover, earnings, assets, future cashflows – all likely to have suffered some 

reduction

• Downturn of sorts going into crisis – has been exacerbated 

• Implications of lack of clarity 
• Buyers market?
• Increased focus on the true nature of revenue streams and profitability – likely to be 

even more scepticism and challenge
• ‘Exceptional Covid-19 related costs’ and restart costs are going to be real factors – but 

again will be subject to scrutiny
• Recovery rates – initial rapid increase but where is the new normal? No real consensus

• Initial discussions indicate that potential investors are just not prepared to pay the value 
they would have done 6 months ago.  

• Very possible that structures are going to involve vendor loan notes or deferred 
consideration given the likely divergence in valuation expectations and lack of clarity over 
earnings

• Investment/sale process – how likely are you to move forward without actually meeting
someone? 



The Short Term

Dislocation is 
inevitable but 
there is money to 
be deployed – for 
the right 
opportunity 

• There is more evidence of investors being keen to invest than banks being keen to lend, 
though banks are being as supportive as they can

• Banks encumbered by inherent caution, limited upside high cost of capital and unknown 
probability of default – we have seen significantly less of the banks in the crisis

• Investors are 
• Very flexible in terms of situation – minority/majority, cash out, MBI/MBO, 

development capital
• But very selective for the moment in terms of sector

• Everyone wants a niche sector…... – but also
• IT – software, cyber security
• Food and drink – production, ingredients, B2C (but not food service)
• Essential services, infrastructure/utilities, communications 
• Healthcare – particularly with innovation 
• Sectors with longer term dynamics – engineering, specialist care, security

• B2B services, manufacturing, construction, hospitality & leisure have been exposed to the 
crisis more acutely and we do not see many (non distressed) deals happening in those 
sectors this year

• The key will be to focus on the individual requirement and make sure that each deal 
process is made properly bespoke to the needs of the business




