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Analysts describing the state of the U.S. market today often 
use phrases like “uncertain.” In fact, there is little mystery 
surrounding the broad trends currently unfolding. The COVID-19 
pandemic has sent shockwaves through almost every sector. 
When stay-at-home orders effectively pull the plug on much of 
the economy, we will inevitably see the kind of downturn we’ve 
seen in the first half of 2020. 
Just as inevitably though, the market as a whole will recover as 
businesses come back online. What does remain a mystery—
the biggest mystery of the moment—is what that recovery will 
look like. We may not have firm answers yet, but we can already 
see clues. 
Datasite recently assembled an expert panel of private equity 
leaders, investment bankers, restructuring advisors and others 
for the webinar U.S. Market Resilience Outlook – M&A in the 
United States. Based on their insights, as well as the sentiments 
of hundreds of industry professionals attending, we learned 
some surprising things. 

Following are the top overlooked trends unfolding on the front 
lines of the recovery. These factors can tell us much about the 
trajectory of the U.S. market, even if they haven’t been grabbing 
the headlines.



Private equity is 
gearing up to  
start moving again. 
Analysts have talked about the record dry powder in PE arsenals 
for the past two years. As large numbers of previously healthy 
businesses find themselves facing liquidity issues, it was only a 
matter of time before we’d begin seeing PE firms respond. That time 
looks to be finally approaching.

During the initial phase of the pandemic, PE firms focused on 
shoring up their portfolio companies. Now, those actions have been 
taken, and they are shifting focus to investment opportunities. 
Datasite’s own analytics bear this out. 

In March, the number of PE users registering for 
access to a virtual data room dropped by nearly 70 
percent compared to January of this year. As of late 
May, PE users were already returning, down just 20 
percent from early 2020 highs. 

PE activity is clearly on the upswing. When that activity translates 
to actual deals—and what those deals will look like—remains to be 
seen. Our experts expect the healthiest companies to put potential 
deals on hold until later this year. In the near term, expect most PE 
deals to consist of rescue financing for otherwise solid businesses 
that have taken a hit. 

When do you think the economy will 
go from recession to growth?
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Unclear valuations 
are not the biggest 
factor holding back 
M&A activity. 
Some deals are indeed being hindered by an inability to agree on 
valuation—especially in sectors like restaurants, where it’s hard to 
predict a company’s future cost structure and revenue model. In many 
cases though, buyers and investors are evaluating otherwise healthy 
businesses that have been impacted but not impaired by COVID-19, 
that are expected to bounce back. The big question investors want 
answered is not valuation, but to what degree and how quickly will 
those businesses rebound?

What is the first sign you are looking 
for to predict economic change?

Unemployment claims start to drop

GDP advance forecasts are positive

Consumer spending starts to climb

COVID vaccine or cure is announced
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32%



Healthcare and 
telemedicine look to 
be significant areas 
of future activity. 
From a PE perspective, healthcare IT has emerged as a significant 
segment. While regulatory hurdles and reimbursement questions have 
slowed development of new business models in this space historically, 
the pandemic will likely accelerate things. Look for new business 
models to arise around technology and applications adjacent to 
telemedicine, such as wearables and patient monitoring. 

COVID-19 is also forcing a broader reevaluation of the overall U.S. 
medical infrastructure and supply chain.

Investors are anticipating new models will emerge 
around things like manufacturing of therapeutics and 
agents, and the ability to flex capacity for triaging  
and treating patients.



Dealmakers are  
getting creative. 
Unprecedented times call for unusual approaches, and dealmakers are 
putting everything on the table. Our investment banking experts are 
seeing a significant uptick in interest in special purpose acquisition 
company (SPAC) products and private investment in public equity 
(PIPE) financing as alternatives to control investments. 

For those unfamiliar with the terms, SPACs are companies formed 
expressly to raise capital in an IPO, with the goal of subsequently 
acquiring some asset or busines with the proceeds. In PIPE financing, 
companies offer publicly traded stock to private investors at a discount 
in order to quickly raise capital. PE firms in particular are exploring 
structured PIPEs (such as with convertible preferred stock) as an 
attractive mechanism for rescue financing of fundamentally good 
businesses that have been shocked by the shutdown. 

Bankers have also seen growing interest in SPACs from leveraged 
parent companies looking to carve out successful subsidiaries to pay 
down debt. In this way, they can achieve a partial exit, raising cash to 
meet immediate liquidity needs while maintaining sizeable ownership 
that they can build back up over time. 

Among PE, bankers are seeing more firms explore earn-outs to reach 
deals in scenarios with valuation gaps. While not ideal from PE’s 
perspective, they also expect an uptick in financing deals with full 
equity, which will allow investors to move quickly when debt markets 
are dislocated.

Which type of restructuring will 
dominate over the next 24 months?

 Divestitures and carve-outs

 Chapter 11 restructuring

 Out-of-court refinancing

 Out-of-court liquidation

 In-court liquidation

 It won’t be important

 Other
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Don’t expect much 
M&A activity around 
companies seeing 
upward trends, 
especially in tech. 
As unprecedented numbers of people shelter in place, they are relying 
heavily on products from digital companies, such as teleconferencing, 
video and remote work solutions. There is little doubt now in the 
broader market (as well as within those companies’ boardrooms) 
regarding the value they can provide. This makes it less likely we will 
see significant M&A activity here, as the primary catalyst for any deal  
is a motivated seller. 

Those companies that are healthy or even benefiting from this 
environment are likely to be reluctant sellers. Even more so than in 
the recent past, they will likely be bullish on their future upside and 
unwilling to come down on price. When the M&A market does kick  
into high gear, it’s more likely to be driven by companies that need to  
solve liquidity problems now.

What is your outlook for M&A now and going forward?

37% 
Positive

29% 
Negative

35% 
Neutral



©Copyright 2020 Datasite, ALL RIGHTS RESERVED. No part of this publication may be 
reproduced or transmitted in any form or by any means, electronic or mechanical, including 
photocopying, recording, digital transmission, imaging or any other information storage and 
retrieval system, without the written permission of Datasite. No copyright is claimed for public 
domain materials, but copyright is asserted in the editorial content applied thereto. No portion 
of this publication may be used other than personal, short-term use without the advance 
written permission of Datasite. DS-1.67-01

Corporate Headquarters, Baker Center,  
733 S. Marquette Ave, Suite 600, Minneapolis, MN 55402

www.datasite.com
Datasite is a leading SaaS provider for the M&A industry, empowering dealmakers  
around the world with the tools they need to succeed across the entire deal lifecycle.  
For more information, visit www.datasite.com

Source: Based on polling and panelist takeaways from a live audience of 550+ dealmakers.

As U.S. businesses move forward with the recovery, Datasite will 
continue tapping the experts on the front lines to capture their 
unique perspectives and insights. For details on M&A activity 
across every sector, see the most recent U.S. Deal Drivers Report. 
And, for an in-depth discussion of the state of the U.S. recovery, 
watch the full Market Resilience Outlook webinar.

Keep your finger  
on the pulse of  
the market
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