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Innovation is accelerating in process software and automation, and Carlsquare anticipates 
M&A activity will increase as the sector matures and consolidates

It’s early days, but the uptake of process automation and adjacent software is becoming pervasive across all sectors, with the highest growth coming from 

government sectors

▪ Amid rapid advances, automation tools – often pioneered in tech and product teams — are now a focus at the leadership level and are seeing a wider 

usage pattern across the entire organization. Low/ no-code tools are being used in marketing, sales, customer support, finance, and other areas

▪ Use of automation and specialized process tools has spread from the traditional “automation-embracing” sectors (insurance, finance, health) to a wider 

spectrum of industries, with growth in the government sector leading the way

Inflation and high labor costs have put a spotlight on R&D and investment in process tools; development costs are capturing a growing proportion of Opex

▪ Within the Carlsquare Process Software and Automation index, R&D captures 22% of every dollar spent on total operating expenses – the highest level 

observed since 2018

After a period of very high valuation levels among public companies in the automaton and diversified process segments, both groups have stabilized and 

converged with horizontal process software over the last six months (between 6-7.5x revenue)

▪ The diversified process subsector has historically traded at more stable levels (between 5-7.5x revenue)

▪ Automation specialists and horizontal process companies (the latter group peaking at a median revenue multiple of nearly 18x in Q4 2021) have now 

stabilized to a median 6.6x multiple 

Profitability is increasing dramatically across each subsector

▪ Automation companies have swung from a median -6% loss in 2022, to marginal profitability in 2023, and forecasted to grow to 22% EBITDA margins in 

2024E. Profitability has similarly increased from 2023 to 2024E in Horizontal (9% to 28%) and Diversified Process (25% to 38%)

▪ Although large and diversified process software players exhibit the highest profitability levels (EBITDA margins in the mid 20s in 2023 and growing to high 

30s in 2024), as mature and scaled groups they are forecasted to achieve lower levels of growth (just 11% in 2024E). Horizontal process companies 

achieved similar growth levels with slightly lower profitability around 30%
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The Carlsquare Automation Index comprises three subsectors

The process software and automation sector covers a broad spectrum of companies 
enabling organizations to automate and optimize their business processes

1 | Market Overview & Dynamics

Business tools to automate workflow 
management and process modeling

Automation

Select public participants

Versatile software solutions for 
automating and optimizing business 

processes across industries

Horizontal Process Software

Select public participants

Participants offering a business 
process management software within a 

further diversified product stack

Diversified Business Process & ERP

Select public participants
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Development of interconnection between cloud and AI

Investment and adoption of generative AI Integration and collaboration between systems 

Refined focus on growth in the government sector

Dynamics and developments in automation and business process management software

1 | Market Overview & Dynamics
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Management outlook:

“We are rapidly infusing AI across every layer 
of the tech stack and for every role and 
business process to drive productivity gains for 
our customers”

- Satya Nadella, Chairman & CEO (Oct-23)

Management outlook:

“I’d say we're having much more significant conversations with the systems integrators and with 
customers together with the systems integrators, where we actually are working on joint 
opportunities with them”

- Robert Enslin, Co-CEO (Sep-23)

Management outlook:

“Higher interest rates, tougher to get skilled people, all of the issues around the geopolitical 
uncertainty that causes some of the concern might have caused a pause in some other 
environments. The AI side, and to be candid, the hybrid cloud side, offers [businesses] a way 
through that without having to decrease their ambitions for next year”

- Arvind Krishna, Chairman & CEO (Oct-23) 

▪ Generative AI is a catalyst for innovation in the process software market, 
fostering synergies through its integration with automation across a 
company's entire tech stack, thereby elevating productivity and efficiency

▪ The advantages of AI integration include automating repetitive tasks, 
predictive analysis, enhancing customer experience, achieving cost-
effectiveness, and fortifying decision-making capabilities

▪ The BPMS market has witnessed increased integration between software 
providers and larger IT service and consulting providers. These partnerships 
allow software providers to offer robust solutions that address customer 
needs efficiently

▪ This collaboration derives from customer demands for a more complete 
suite of services that allow for end-to-end solutions within a single platform 

▪ The BPMS market is increasingly engaging in various strategic initiatives to 
offer cloud-based business process management solutions

▪ The interconnection between cloud and AI allows BPMS customers to 
leverage technology for better scalability and growth, without increasing 
their footprint. Furthermore, hybrid cloud enables companies to harness the 
power of AI while ensuring the security and privacy of their data

▪ The pervasive reliance on legacy software within the government sector 
underscores the role of BPMS in facilitating a smooth transition towards 
modernization, while improving user experience and the transparency 
between government agencies and their citizens

▪ The government & defense segment is projected to witness the highest 
CAGR from 2023 – 2030, of more than 18%(1) 

Management outlook:

“We believe GenAI will dramatically – and 
positively – impact how work gets done, from 
planning to execution to scaling.”

- Mark Mader, President & CEO (Jul-23)

Management outlook:

“Public sector is one of our best, one of our 
best growing, one of our best already in size, 
and the government acquisition management 
solution has added a spark to that sector”

- Matt Calkins, CEO (Nov-23) 

Management outlook:

“That vertical is a lot of interest. Our bellwether 
clients like the IRS and the FBI and Department 
of Justice, there's a lot of stuff going on, and 
there are major needs in those businesses”

- Alan Trefler, Founder & CEO (Oct-23)

Source(s): Capital IQ, Press releases, Earnings calls. (1) Grandview Research. 
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Following a phase of volatility, the three automation and process software segments have 
harmonized, converging at comparable trading levels

2 | Valuation & Recent Deal Activity
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EV/ LTM revenue analysis

Source(s): Pitchbook, Capital IQ
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The pace of innovation is accelerating: even as valuations have stabilized or fallen, 
investment in R&D has steadily grown

2 | Valuation & Recent Deal Activity
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R&D expense as a percentage of OPEX vs EV/ LTM revenue (Carlsquare Process Software & Automation index)

Source(s): Pitchbook, Capital IQ

▪ Q4 2020 marked an uptick in automation 
and process companies' R&D expense 
relative to operating expenses, which has 
been sustained through a period of falling 
multiples 

▪ R&D is capturing an increasing proportion 
of total Opex. As of November 2023, the 
process software and automation market 
is spending $0.22 on R&D of every $1 in 
operating expenses

▪ The increase in R&D spend in Q4 2020 
was likely a lagging effect of low interest 
rates (Fed rate at 0% in early Q2 2020) 
and a longer-term view on profits. This 
trend extended to private markets, evident 
in a 69% increase in VC funding across 
the software sector compared to Q2 2020, 
while also marking the highest fundraising 
quarter of the past three years, as 
companies put the newly raised money to 
work in R&D

Management outlook:

“We will continue to evolve and reimagine our business to enhance our relevance and deliver the 
highest level of customer success and innovation. As we look out over the next 12 to 24 months, 
we realize it's important for us to make a strategic shift in investments today to better position our 
company for continued growth… in this new all-digital, work-from-anywhere environment”

- Mark Hawkins, Former President & CFO (Aug-20)

Management outlook:

“While we are becoming more efficient, we also need to continue to invest in R&D to support our 
move upmarket” – Jason Randall, Former President & CEO (Jan-23)

“R&D expenses as a percentage of revenue increased from 18% in Q4 last year (2021) to 21% this 
year (2022). During the year, we continued to invest in expanding our product offerings… For the full 

year, R&D increased from 17% to 20%.” - Fay Sien Goon, CFO (Jan-23)
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Despite variations in strategic focus across each automation and process software 
segment, valuation ranges remain relatively consistent

EV/ LTM revenue multiple

2 | Valuation & Recent Deal Activity

Horizontal Process Software Automation Diversified Business Process & ERP
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Revenue growth is slowing as management teams focus on achieving all-time high 
profitability

2 | Valuation & Recent Deal Activity

Automation Horizontal Process Software Diversified Business Process & ERP

EBITDA MarginRevenue Growth EV/ Revenue(1)

(1) 2020, 2021 and 2022 Revenue represents the annual total revenue for year; EV is recorded on the last trading day of the year. 2023 EV/ Revenue accounts for LTM as of December 1 2023
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Source(s): Pitchbook, Capital IQ
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Relevant process software and automation deal activity

Select recent transactions

Date Category Target Country Description Acquirer
Enterprise Value 

($M)
EV/ Revenue

Nov-23 Horizontal Document management software 16 -

Nov-23 Automation Customs management software 53 4.1x

Oct-23 Horizontal AI assistant for enterprise tasks 4,000 -

Sep-23 Automation EHR practice management platform 1,800 2.3x

Jul-23 Automation Document supply chain automation 80 4.2x

Aug-23 Automation Government workflow automation - -

Aug-23 Horizontal Relationship management software Conf. Conf.

Aug-23 Automation Customer engagement automation - -

Jul-23 Automation EHR practice management platform 1,400 -

May-23 Automation Electronic vendor invoice management 201 8.0x

Apr-23 Horizontal Enterprise health & safety platform 149 10.7x

Feb-23 Automation Legal practice management platform - -

Jan-23 Automation Digital fleet management platform Conf. Conf.

Jan-23 Automation Enterprise machine learning platform 50 -

Jan-23 Automation Robotic process automation platform - -

2 | Valuation & Recent Deal Activity

Carlsquare served as advisor on transaction

Source(s): Pitchbook, Press releases



10

Carlsquare has an unrivaled advisory track record and domain expertise in process 
software and automation

2 | Valuation & Recent Deal Activity
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Carlsquare is a leading global independent M&A advisory firm 

Investment Banking 

for Global Minds

We advise on the whole 

company lifecycle, from 

growth equity and M&A to 

debt advisory and ECM

110+ transactions in 

the past 2 years

>520 transactions 

over the past 20 years

Track Record

M&A: 

Entrepreneur & sponsor 

sell-side and buy-side

ECM

Equity Research 

Debt Advisory

8 countries Entrepreneurs

Financial sponsors

Public companies

170+ employees

21 partners

11 locations

Focus Areas Global Reach Clients Organization

Our locations

Berlin

Copenhagen

Frankfurt

Hamburg 

London

Munich

Paris

San Francisco

Stockholm 

Vancouver

Warsaw
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Public company operational and valuation metrics (I/ III)

Automation

Source(s): Capital IQ, Press releases
Note: As of market close December 1, 2023 
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(USD $M) Trading Data LTM Operating Metrics Revenue Growth Rule of 40 EV/Revenue EV/EBITDA

% 52-Wk Gross EBITDA
Country EV High Margin Margin LTM NTM LTM NTM LTM NTM LTM NTM

Automation

ServiceNow U.S. 136,559 99% 79% 14% 22% 22% 36% 55% 16.1x 13.3x NM 39.8x
Cadence Design Systems U.S. 73,239 97% 89% 33% 14% 13% 47% 58% 18.7x 16.5x NM 36.8x
Atlassian Corporation Australia 49,357 90% 82% (5%) 24% 16% 19% 37% 13.3x 11.5x NM NM
SS&C Technologies Holdings U.S. 20,940 89% 48% 33% 4% 4% 37% 43% 3.9x 3.7x 11.6x 9.4x
UiPath U.S. 12,432 98% 84% (16%) 17% 21% 1% 38% 10.3x 8.5x NM 49.6x
NICE Israel 11,262 85% 68% 25% 9% 9% 34% 44% 4.8x 4.4x 19.6x 12.9x
AppFolio U.S. 6,570 89% 61% (7%) 29% 27% 23% 50% 11.5x 9.0x NM 39.1x
Smartsheet U.S. 5,519 84% 79% (17%) 32% 20% 15% 30% 6.4x 5.3x NM NM
Pegasystems U.S. 4,700 90% 72% 2% 9% 7% 11% 24% 3.5x 3.3x NM 18.5x
BlackLine U.S. 3,952 77% 75% 4% 15% 12% 19% 34% 6.9x 6.1x NM 27.7x
Alteryx U.S. 3,657 59% 86% (20%) 26% 11% 6% 27% 4.0x 3.6x NM 22.7x
Appian Corporation U.S. 2,869 69% 73% (23%) 18% 12% (6%) 6% 5.5x 4.9x NM NM
Newgen Software Technologies India 1,120 96% 48% 21% 30% 27% 51% 50% 8.4x 6.6x 39.7x 28.8x
Datamatics Global Services India 470 97% 38% 17% 21% 4% 38% 21% 2.5x 2.4x 15.1x 14.2x
75th Percentile 18,813 97% 81% 20% 26% 20% 37% 48% 11.2x 8.9x 24.6x 37.9x
Median 6,045 90% 74% 3% 19% 13% 21% 37% 6.6x 5.7x 17.4x 27.7x
25th Percentile 3,731 84% 63% (14%) 14% 10% 12% 28% 4.2x 3.9x 14.3x 16.4x
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Public company operational and valuation metrics (II/ III)

Horizontal process software

Source(s): Capital IQ, Press releases
Note: As of market close  December 1, 2023
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(USD $M) Trading Data LTM Operating Metrics Revenue Growth Rule of 40 EV/Revenue EV/EBITDA

% 52-Wk Gross EBITDA
Country EV High Margin Margin LTM NTM LTM NTM LTM NTM LTM NTM

Horizontal Process Software

Automatic Data Processing U.S. 98,119 85% 48% 28% 8% 6% 37% 35% 5.4x 5.1x 18.8x 17.3x
Workday U.S. 68,174 100% 75% 5% 17% 16% 22% 44% 9.8x 8.4x NM 30.1x
Roper Technologies U.S. 64,325 100% 70% 41% 15% 9% 56% 50% 10.7x 9.8x 26.4x 23.9x
HubSpot U.S. 25,209 89% 84% (4%) 26% 17% 22% 36% 12.2x 10.4x NM NM
Ceridian HCM Holding U.S. 11,569 88% 48% 15% 22% 16% 36% 44% 8.0x 6.9x NM 25.1x
Dropbox U.S. 10,903 100% 81% 21% 8% 3% 29% 43% 4.4x 4.3x 20.8x 10.8x
Xero New Zealand 10,162 79% 88% 10% 23% 23% 33% 52% 11.0x 8.9x NM 30.8x
DocuSign U.S. 8,780 66% 79% 9% 14% 6% 23% 30% 3.3x 3.1x 36.1x 13.0x
Paylocity U.S. 8,746 68% 69% 18% 34% 18% 52% 51% 7.1x 6.0x 39.9x 17.9x
ZoomInfo Technologies U.S. 6,604 46% 89% 24% 20% 2% 44% 43% 5.4x 5.3x 22.4x 12.9x
Workiva U.S. 5,392 86% 75% (13%) 18% 16% 5% 20% 8.9x 7.7x NM NM
Asana U.S. 4,735 85% 90% (44%) 24% 8% (20%) 0% 7.5x 6.9x NM NM
Box U.S. 4,412 76% 75% 9% 7% 4% 16% 36% 4.3x 4.1x 46.5x 12.7x
Kinaxis Canada 3,025 81% 61% 6% 23% 17% 28% 34% 7.3x 6.3x NM 36.8x
Verint Systems U.S. 2,259 61% 70% 15% (1%) 6% 14% 34% 2.5x 2.4x 16.7x 8.4x
PROS Holdings U.S. 1,974 100% 62% (15%) 10% 10% (5%) 15% 6.6x 6.1x NM NM
LiveRamp Holdings U.S. 1,721 91% 72% (1%) 9% 7% 7% 25% 2.8x 2.6x NM 14.8x
75th Percentile 11,569 91% 81% 18% 23% 16% 36% 44% 8.9x 7.7x 37.1x 25.1x
Median 8,746 85% 75% 9% 18% 9% 23% 36% 7.1x 6.1x 24.4x 17.3x
25th Percentile 4,412 76% 69% (1%) 9% 6% 14% 30% 4.4x 4.3x 20.3x 12.9x
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Public company operational and valuation metrics (III/ III)

Diversified business process & ERP

Source(s): Capital IQ, Press releases
Note: As of market close December 1, 2023
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(USD $M) Trading Data LTM Operating Metrics Revenue Growth Rule of 40 EV/Revenue EV/EBITDA

% 52-Wk Gross EBITDA
Country EV High Margin Margin LTM NTM LTM NTM LTM NTM LTM NTM

Diversified Business Process & ERP

Microsoft U.S. 2,745,193 97% 69% 50% 8% 15% 57% 65% 12.6x 10.9x 25.3x 21.9x
Oracle U.S. 398,274 92% 72% 39% 15% 7% 54% 60% 7.8x 7.3x 20.2x 13.9x

Adobe U.S. 275,438 97% 88% 37% 10% 11% 47% 61% 14.6x 13.1x 39.1x 26.2x
Salesforce U.S. 253,576 99% 75% 25% 12% 11% 37% 46% 7.5x 6.8x 29.9x 18.9x
International Business Machines U.S. 194,223 100% 55% 22% 1% 3% 23% 28% 3.2x 3.1x 14.2x 12.3x

SAP Germany 184,111 100% 71% 19% 9% 5% 28% 38% 5.4x 5.1x 28.3x 15.8x
Open Text Canada 18,986 94% 76% 25% 44% 16% 69% 54% 3.8x 3.2x 15.1x 8.6x
75th Percentile 336,856 99% 76% 38% 14% 13% 56% 60% 10.2x 9.1x 29.1x 20.4x
Median 253,576 97% 72% 25% 10% 11% 47% 54% 7.5x 6.8x 25.3x 15.8x
25th Percentile 189,167 96% 70% 24% 8% 6% 33% 42% 4.6x 4.2x 17.7x 13.1x
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