
10/2/2020 SAP working with Moelis to divest digital interconnect unit - sources | Mergermarket

https://www.mergermarket.com/intelligence/view/3020037 1/2

P R O P R I E T A R Y

Process in advanced stages

Demand surge for digital communications due to COVID-19

German software company SAP SE [ETR:SAP] is working with sell side adviser Moelis to divest its

digital interconnect division, two sources familiar with the situation said.

The process is already in advanced stages and drawing to a close, the first source said. Ultimately

SAP will make the decision exactly when to divest, this source added.

The asset has been positively affected by COVID-19, profiting from increased demand in digital

communications, which has both benefited the unit’s valuation and ensures it continues to have good

prospects in the future, the first source said.

SAP is in discussions with possible suitors about the software business which could command several

hundred million dollars, as reported by Bloomberg earlier this week. The unit generates up to USD

50m in EBITDA and USD 250m in sales, the report said.

SAP is Europe’s biggest tech company by market value, with a market cap of approximately EUR

135bn, and revenue of EUR 27.63bn in 2019. SAP’s digital interconnect business helps

telecommunications operators route calls and text messages, by producing software that allows

customers to communicate via phone or text on different carrier networks and process related

payments.

The division started as a company called Mobile 365, which was acquired by Sybase in 2006 for more

than USD 400m, as reported. SAP bought Sybase in 2010 for an implied equity value of

approximately USD 5.6bn, according to Mergermarket data.

SAP investor Elliott Management Corporation has been pushing SAP to review its overall business

for operational efficiencies, as reported. Elliott, which manages USD 34bn in assets, disclosed its first

large European tech investment on 24 April 2019, the same day SAP announced quarterly results

and unveiled its new strategy. Elliott said it backed a new management goal of boosting operating

margins by 5 percentage points by 2023, as reported.
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The investment caught the attention of DAX and MDAX companies as it is not a typical activist

situation, a sector lawyer said. It shows that Elliott sees gains in the short term, he added.

Divesting the interconnect business would be in line with SAP’s strategy to focus on growing its

cloud products and integrating acquisitions such as experience management platform Qualtrics

International, a deal completed last year at a value of USD 8bn according to Mergermarket data.

SAP and Moelis declined to comment.
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