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Q2 2018 Industry 
Performance & Trends

Whitehorn Merchant Capital Inc.’s Software and Services (SaaS) Industry Report includes performance trends and transactional activity 
observed in this space. This industry is comprised of companies active in Application Software, Data Processing and Outsourced Services, 
Internet Software and Services, IT Consulting and Services, and Systems Software. All financial data has been sourced from Capital IQ.
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Note: 2018 financial performance charts and data are based upon 2018 YTD reported results plus analysts’ consensus estimates for companies Whitehorn tracks.

Forecasted 2018 gross margin of 43.1% remain consistent compared to the previous quarter’s forecast of 44.0%. The Application Software 
sector is forecasted to experience an increase in gross margins, which is the primary driver behind the overall increase from 2017 to 2018.  All 
other sectors are forecasted to experience relatively flat gross margins compared to 2017.

EBITDA margins in 2018 are expected to continue the flat trend observed since 2014.

The industry is expected to continue demonstrating a healthy revenue growth trend in 2018, forecasted at 13.9%, although the rate of growth has 
been declining by 2-3% per year since 2016.

Average Industry Revenue Growth
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Sector Performance 
Updates & Outlooks
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• Gross margins in each sector are expected to be relatively flat compared to previous years, with the exception of the Application Software 
sector. This sector is estimated to have higher gross margins compared to the previous few years, increasing from 37% in 2017 to 41% in 2018.

• The Internet Software and Services sector is expected to continue outperforming other sectors in terms of revenue growth, with an 
expected 2018 growth rate of 32%. This is consistent with the continued demand for online software and services across all industries. 

Key Takeaways
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How Your Business Can Stay On Top of Key 
2018 Software Trends

To understand how some of the biggest tech firms are keeping up 
with the ever-changing tech environment and overcoming obstacles 
that come with these changes, cross-platform and web application 
development company Coding Sans collected data from over 
300 people from 10 different companies and the results will help 
you gauge how your company compares and keep up with your 
competitors.

When asked what their biggest challenge was in software 
development, the top two answers by respondents were capacity 
(backlog, speed-to-market, etc.) (26%) and hiring talent (24%).
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Source: Coding Sans: The State of Software Development 2018 Report

Interestingly, or perhaps not, due to the different nature of the two 
roles, when respondents were split into developers and managers, 
there was a large disparity between their responses. Managers said 
their biggest challenge was hiring talent (34%), and it was developers 
whose biggest challenge remained capacity (25%).
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Q2 2018 Key Highlights

Quarter in Review

When asked about programming language, Perl was the least used 
(0.33%), and JavaScript was most used (61%), however 16% of those 
using JavaScript said they were considering using a new language in 
the next 12 months.

What are your company’s primary progamming languages?
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Source: CodingSans The State of Software Development 2018 Report

• Trade tensions between the U.S. and China continue to escalate, 
with the U.S. announcing new limits on Chinese investment 
in high-tech industries. The U.S. also banned one of China’s 
largest technology companies, ZTE, from buying its smartphone 
and telecommunication equipment components from U.S. firms, 
citing the firm’s violation of U.S. sanctions by illegally shipping 
telecommunications equipment to Iran and North Korea.

• Salesforce.com Inc. (NYSE:CRM), the largest maker of online 
customer management software, announced it will invest up to USD 
$100 million in Canadian technology through a venture fund to 
support tech start-ups.

• With the Canadian Senate passing Bill C-45 to legalize 
recreational marijuana in Canada, the province of British Columbia 
announced a partnership with Shopify Inc. (NYSE:SHOP) to build 
an ecommerce portal for online retailing.
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Quarter in Review

Such a wide variety of tools are available for web development, 
and when asked what they used for specific tasks, respondents’ 
answers were just as varied. For project management, the clear 
majority used Jira (45%), followed by GitHub (12%) and Trello (9%). 
For team communication, a whopping 64% used Slack, followed by 
email (55%), Jira (35%), and Skype (26%). The most used Software 
Configuration Management (SCM) tools were Default Interfaces 
(32%) and GitKraken (28%). 

For those looking for a change of scenery or are just beginning in the 
tech sector, the most important factors tech companies look for when 
hiring new talent are willingness to learn (way more than having a 
degree), that the applicant is the right cultural fit, work experience, 
and technical skill evaluation.

When it came to measuring performance, respondents were divided 
into top-performing and average-performing teams. The results 
varied only slightly between the two groups. 47% of top-performing 
teams said they measure performance by working software while 
43% of average performing teams said the same. 54% of average-
performing teams used completed tasks as their metrics while 
42% of top-performing teams said the same. Interestingly, 28% of 
top-performing teams did not use any metrics and 26% of average-
performing teams said the same.

And finally, when asked what the biggest cause of delivery 
performance for their teams was, 17% of managers said estimation, 
and 17% of developers said unrealistic expectations.

Hopefully this gives you a better understanding of some of 2018’s 
top tech trends, as well as some of the biggest challenges you may 
face and how to overcome them with your own best practices.

More 2018 Trends to Watch For (According 
to Some of the Sector’s Top Executives)

• Agile development – Lean startup, User-centered Design, Agile 
software.

• Application modernization/replatforming – Moving toward 
platform-as-a-service (PaaS), meaning simple deployment and 
scaling mechanisms help lower costs and allow faster and safer 
changes to applications.

• Augmented reality – Big names like Facebook and ARCore jumped 
on board this technology (which superimposes a computer-
generated image on a user’s view of the real world) in 2017 and the 
trend is expected to spread this year.

• Data – the focus for Cloud capabilities will be on data in 2018, 
including “data movement and the tools and services to support it, 
like analytics and machine learning systems” (Jason Warner, SVP, 
Technology at GitHub).

• Healthcare – hospitals and healthcare centers are going completely 
digital, and will be moving toward faster delivery through multi-
cloud technology (Rob Rose, Lead Architect, Cerner Corporation).

• Transportation – According to Boeing’s Director of the Office of the 
CIO and Chief of staff, Niki Allen, the company’s 787 Dreamliner 
will generate roughly a terabyte of data in a single flight. Boeing 
will leverage the evolutionary impact of technology, combined with 
their current strengths to remain current and ensure longevity.

• Workplace – Leaders are turning to software to fuel growth and 
provide a competitive advantage. Productivity tools will help 
employees achieve their goals, both professional and personal 
(Rahul Vohra, Founder % CEO, Superhuman).

$100 Million Tech Investment Fund 
Launched in Calgary
A new fund named the Opportunity Calgary Investment Fund 
has launched in Calgary, managed by the Calgary Economic 
Development agency. The fund will be open to both large and small, 
private and public companies looking to utilize or incorporate 
technology into their business. Applicants may be local or outside 
the Calgary area but looking to expand operations into Calgary. 
The eight-member board which will review and make decisions on 
applicants includes Calgary mayor, Naheed Nenshi.
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Source: Coding Sans: The State of Software Development 2018 Report

What metrics do you use to measure developer performance?

Working 
software

47.41%
43.40%

Completed 
Tasks

42.22%

54.09%

Code 
readability

29.63%

18.24%

We don’t use
any metrics

28.15% 26.42%

Speed of
developer

21.48%
17.61%

Third-party
scoring

1.89%
4.44%

Other

2.52%
5.93%

Test 
coverage

20.75%
19.26%

Number 
of bugs

21.48% 22.01%

Lines of code
written

1.89%21.48%

GitPrime 
metrics

1.89%
2.96%

Source: Coding Sans: The State of Software Development 2018 Report Top-performing Teams Average-performing Teams

Via Pivotal



6          Whitehorn Merchant Capital

North American SaaS  
Companies

Whitehorn closely follows the M&A activity in the North American Software and Services space. Sectors in this space include companies active in 
Internet Software and Services, Application Software, IT Consulting and Services, Data Processing and Outsourced Services, and Systems Software.
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• By quarter, North American deal volume decreased from 73 transactions in Q1 2018 to 50 transactions in Q2 2018. The 50 transactions in Q2 
2018 is consistent with the 2017 average transactions per quarter of 51.

• There were 20 transactions within the Application Software sector and 18 transactions within the Internet Software & Service sector.
• The total disclosed transaction value in Q2 2018 was $28.2 billion, with the Internet Software & Service sector contributing $18.3 billion or 

64.8% of the total. Total disclosed transaction value in Q1 2018 was $62 billion.
• The average EV/EBITDA multiple of all transactions tracked in Q2 2018 was 10.3x, compared to 13.7x in Q1 2018.
• 54% of transactions tracked in Q2 2018 were under $100 million in revenue, a similar percentage compared to Q1 2018. This demonstrates that 

transactions are actively happening within the industry regardless of company size.

M&A Activity

Q2 vs. Q1 2018
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Recent North American 
SaaS Transactions

The table below summarizes a selection of recently closed and announced transactions in the Software and Services sector involving  companies 
in North America that are active in mergers and acquisitions. Transactions this quarter include geographic and strategic expansions, as well as 
new product and service line offerings.

Date Acquirer Acquirer Location Target Target Location

June, 2018
The Descartes Systems Group Inc. 
(TSX:DSG)

Waterloo, ON Certain assets of Velocity Mail, LLC Centennial, CO

USD $25 million acquisition of the assets of mail and parcel shipment scanning and tracking solutions provider for the air cargo industry by 
Waterloo, ON based technology solutions provider.

June, 2018 Shopify Inc. (NYSE:SHOP) Ottawa, ON Solutions Alveo Inc. (Return Magic) Montreal, QC

Acquisition of application designer focused on simplifying the return process in the retail industry.

June, 2018 Calian Group Ltd. (TSX:CGY) Ottawa, ON
Secure Technologies International 

Inc. Ottawa, ON

Acquisition of security consulting, managed security and training support services provider to strengthen its position as an expanding cyber 
security solutions provider.

June, 2018
Adobe Systems Inc. 
(NASDAQGS:ADBE)

San Jose, CA
Magento, Inc.

Campbell, CA

USD $1.68 billion acquisition of digital ads design, e-commerce website building and online customer experience provider (3rd largest deal for 
Adobe to date) from PE firm Permira Holdings LLP.

May, 2018 IBI Group Inc. (TSX:IBG) Toronto, ON GreenOwl Mobile Inc. Markham, ON

Acquisition of global design and technology company for transportation authorities, cities, municipalities and private media corporations to 
increase competitive advantage of products offered.

May, 2018 CGI Group Inc. (TSX:GIB.A) Montreal, QC Facilite Informatique Canada Inc. Montreal, QC

Acquisition of IT consulting services firm with strong presence in Montreal and  Quebec City to expand business and technology consulting 
expertise.

April, 2018 Searchlight Capital Partners United Kingdom Mitel Networks Corp. (TSX:MNW) Ottawa, ON

$2 billion cash acquisition of cloud and on-site business communications and collaboration software provider to increase market flexibility and 
to accelerate growth strategy.

April, 2018 Quorum Software Calgary, AB Entero Corp. Calgary, AB

Acquisition of energy software solutions provider for upstream and midstream sectors energy companies to add geo-specific and upstream 
expertise and products.

April, 2018 Enghouse Systems Ltd. (TSX:ENGH) Markham, ON Mobilethink A/S Aarhus, Denmark

Acquisition of mobile operators solutions for device management, customer engagement and smartphone support by Markham, ON based 
enterprise oriented applications software provider.



Whitehorn Merchant Capital is an independent, Western Canadian financial advisory firm 
that provides business owners and management teams with capital raising, acquisition, and 
sale of business transaction solutions.

Contact Whitehorn today for expert advice on accessing capital, 
planning for business growth, and addressing business succession. 
We look forward to helping you reach the achievement of your goals.

Whitehorn Merchant Capital Inc.
Suite 270, 333 - 24 Avenue SW 
Calgary, Alberta  T2S 3E6 
403-718-9860 | www.whitehorncapital.com

The Whitehorn Advantage

Whitehorn’s senior professionals will lead your transaction 
from initiation to closing. We will support you and your 
transaction so you can ensure your business performs 
through closing, which is critical to obtaining an industry 
leading valuation.

Transaction Management

Whitehorn creates comprehensive, industry leading 
marketing materials which help buyers and investors 
understand your business, your competitive advantages, 
growth potential, and unique value proposition.

Marketing and Presentation

Whitehorn knows the buyers and investors in your industry. 
We know which strategic and financial parties are active in 
the market today, the transactions they’ve done, what they 
want, and what they’re willing to do.

Industry Focused Network

Maximizing your value maximizes our value. By presenting 
your business in the best way possible, to the most motivated 
buyers and investors, we will add significant value to your 
transaction.

Maximizing Value

Our Services

Whatever milestone transaction you are considering, Whitehorn’s leaders can guide you through the 
process. We have the network in your industry and the experience to implement a tailored, effective 
strategy for you and your business.

Financing AcquisitionsSale of Business Management Buyout


