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SPAC or Get Off the Pot
Excuse our reference, but we couldn’t help it. We at Colonnade Advisors don’t
actually think that “SPAC” is a four-letter word in that sense, but we see some
reason to feel the urgency to make good deals and decisions as the dynamics heat
up around this M&A industry dynamic.
We’ve previously called our quarterly SPAC updates the “SPAC Attack”, given the
rise of this buyer universe that has been around for decades but only saw a major
increase in participation in the last few years.
Interestingly, rather than a force to contend with, SPAC deals are now under attack
themselves. A significant number of deals have fallen apart due to high redemptions,
and the SEC stepping in with increased regulation.
We track SPACs (Special Purpose Acquisition Companies) because they directly
affect the M&A marketplace. SPACs have been an increasingly important buyer
universe of private companies. We still feel confident that SPACs-deals can remain a
positive force in M&A. We believe that a shift away from the interest in “unicorn”
tech companies and towards the pursuit of well-established, high profit and cash
flow companies is the answer to the current SPAC deal challenges.
Our 2022 Second Quarter Report analyzes data from the first quarter of 2022. This
quarter, our themes are:
SPAC Attack Index increases by another 36% to an all-time high
SPAC IPO volume is down to its lowest levels since mid-2020
The size of new SPAC IPOs is down
SPACs investor confidence is down as the SPAC Index continues to
underperform
Redemptions and canceled transactions are disturbingly high
The SEC has proposed additional regulations to monitor SPAC activity
Pressure continues to build among SPACs to deploy capital, sustaining high
M&A multiples
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See SPAC Attack:
Colonnade Advisors'
Proprietary Index to
learn how we derive
our proprietary SPAC
Attack Index.

Q1/2022
Each of our quarterly updates also provides a summary of the de-SPAC mergers
and highlights a case study. This quarter’s update gives a high-level review of
Motive Capital’s completed merger with Forge Global.
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Q1 2022 Quarter Themes
SPAC Attack Index increases by another 36% to an all-time high
As we described in our initial SPAC Attack report, Colonnade’s proprietary index
measures the amount of capital under pressure to be deployed by SPACs. Our
index is derived by measuring new capital raised in SPAC IPOs in a quarter, the
time-weighted capital already in the system from existing SPACs that have not
yet announced a merger, and the capital exiting the system through announced
mergers or SPACs unwinding.
Our SPAC Attack Index increased another 36% over an already high number. We
predicted this increase in our last Quarterly Update, but we understand that
pressure can go only so high. The index has increased more than 158% in the last
year. There’s still a lot of capital working through the system, looking for highquality deals.
Assuming many of the boom SPACs do not find targets, the SPAC Attack Index
has a lot more room to grow. We probably won’t see the peak until the second
half of 2022, unless there is a dramatic increase in the number of mergers
announced.
SPAC ATTACK INDEX
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SPAC IPO volume is down to its lowest levels since mid-2020
In Q1/2022, 54 SPACs listed, with combined IPO proceeds of nearly $10 billion.
Dollar volume and the number of new SPACs fell to their lowest levels since mid2020. The surge in SPAC issuance appears to be over with only 10 SPACs
completing IPOs in March 2022.
SPAC IPO MARKET ($ in billions and units)

The size of new SPAC IPOs is down
The average SPAC size fell by $19 million over the previous quarter to $184
million. Average dollar issuance per SPAC fell below the average size prior to the
SPAC boom. Only two SPACs raised more than $500 million, with half of the
SPACs who completed their IPOs in Q1/2022 raising less than $150 million.
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SPACs investor confidence is down as the SPAC Index
continues to underperform
Returns on the SPAC index have continued to be outpaced by the S&P 500. The
INDXX SPAC & NextGen IPO Index declined 15% in Q1/2022, while the S&P 500
declined 5%.

Redemptions and canceled transactions are disturbingly high
Redemptions continued to increase in Q1/2022. Median redemption rates
exceeded 80% in all three months of Q1/2022. Redemptions peaked in February
at 91%, compared to 77% in December. (Source: BMO)
The trend of announced SPACs canceling their transactions continued this
quarter. The following SPACs canceled previously announced mergers:
ARYA Sciences Acquisition Corp IV
Astrea Acquisition Corp
Atlantic Coastal Acquisition Corp
First Reserve Sustainable Growth Corp
FoxWayne Enterprises Acquisition Corp
FTAC Athena Acquisition Corp
Highland Transcend Partners I Corp
Longview Acquisition Corp

M3-Brigade Acquisition II Corp
MedTech Acquisition Corp
Omnichannel Acquisition Corp
Pine Technology Acquisition Corp
Pioneer Merger Corp
Rosecliff Acquisition Corp
VPC Impact Acquisition Holdings II
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The SEC has proposed additional regulations to monitor SPAC
activity
In March, the SEC proposed new rules to make SPAC IPO regulations more
similar to traditional IPOs. De-SPAC mergers would be considered a sale of
securities to the SPACs shareholders instead of a business combination
transaction by the SEC. As a result, SPAC sponsors would have to make
additional disclosures regarding dilution, conflicts of interest, and the fairness of
the transaction.
SPACs have the ability to make forward-looking statements as part of the
investor deck, making them attractive partners for businesses looking to be
valued based on forecasted earnings. SPAC sponsors rely on “safe harbor”
protections, which protect the SPAC from liability for any forward-looking
statements.
The proposed regulations would require the SPAC sponsors to state if it
reasonably believes that the de-SPAC transaction is fair to the SPAC’s unaffiliated
investors. The target company merging into the SPAC would also be a coregistrant alongside the SPAC. The changes are expected to limit the use of
forward-looking projections and resulting valuations.
The proposed rules would also deem the SPAC’s underwriter on the initial public
offering to be the underwriter on the subsequent de-SPAC transaction in certain
situations. The proposed SEC rules prompted Goldman Sachs, the second-largest
SPAC underwriter in 2021, to pause new U.S. SPAC issuances.
(https://www.bloomberg.com/news/articles/2022-05-09/goldman-is-pullingout-of-most-spacs-over-threat-of-liability)
The proposed regulatory changes are further increasing the pressure on SPACs
to quickly find acquisition targets and complete a merger.
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Pressure continues to build among SPACs to deploy capital,
driving an increase in M&A multiples
More than 600 SPACs, 79% of which went public in 2021, are currently looking for
acquisition targets. SPACs have a fixed amount of time, typically 24 months, to
find an acquisition target and deploy capital, and face shareholder pressure to
quickly complete a transaction. Two-thirds of SPACs that completed their IPO in
Q1/2021 and 92% of SPACs that completed their IPO in the second half of 2021
had not completed or announced a merger as of March 31, 2022.
SPACs BY VINTAGE-IPO PROCEEDS AND COUNT ($ in billions; count)

SPACS BY VINTAGE: PERCENTAGE OF IPO PROCEEDS DEPLOYED
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Transaction multiples in the United States increased during the first quarter of
2022, following a significant dip in the fourth quarter. The average Enterprise
Value / EBITDA was 24.9x, near record highs.

De-SPAC Mergers
Twenty nine SPACs completed a merger in 2022 Q1, with a combined equity value of $44
billion. As of March 31, 102 SPACs have pending mergers with combined total equity values
of over $200 billion.

SPAC MERGERS
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Case Study:
In March 2022, Motive Capital Corp, a $414 million SPAC targeting fintech companies,
completed a merger with Forge Global, a private securities marketplace. The Company
was valued at $1.6 billion, or 8.6x the Company’s forecasted 2023 revenue. Forge
Global rolled $1.4 billion of equity and received $100 million of secondary proceeds.
The deal included a $69 million PIPE investment as part of the transaction.
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Q1/2022 Announced Mergers
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Q1/2022 Announced Mergers Cont.
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Conclusion
SPACs are under intense pressure to find good targets. Our SPAC Attack index is at an
all time high, owing to the surge in SPAC IPO activity in recent years. New proposed
SEC regulations and souring investor sentiment are driving a fevered pitch among
SPACs to source high quality, profitable and growing targets that are ready for the
public markets. M&A multiples are up considerably in Q1/22, and demand for good
deals remains strong across various buyer groups. With macro headwinds such as
inflation, supply chain challenges, and global conflict, we expect SPACs to accelerate
their pursuit of solid investments before their time expires. As nicely as we can put it,
it’s time to SPAC or get off the pot. This can be a great opportunity for strongly
positioned middle market firms seeking to go public through the SPAC route.
Colonnade is a leading advisor to the financial services industry,
a top target for SPACs
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For more information on the SPAC Attack Index, please contact:

Jeff Guylay
Managing Director
208.726.0788
jguylay@coladv.com

Gina Cocking
Managing Director
312.425.8145
gcocking@coladv.com

Jack Collins
Associate
312.544.8543
jcollins@coladv.com

Colonnade Advisors LLC • 600 Cleveland Street • Suite 272 • Clearwater, FL • 33755
Investment banking services provided through Colonnade Securities LLC, member FINRA
Colonnade is an independent investment bank focused on the financial services and business services sectors. Colonnade provides
expert, objective advice on mergers and acquisitions, private placements, fairness opinions, valuation opinions and corporate finance
issues for privately held businesses, publicly traded companies and financial sponsors. Our senior bankers bring extensive transaction
experience, industry expertise, a process orientation and a sense of urgency to each engagement.
This advertisement was prepared May 2022. It is not investment advice, and Colonnade undertakes no obligation to update the
information contained herein.
Sources: SEC filings, regulatory filings, Pitchbook, SPAC Research, SPAC Track, GlobalTrade, and company presentations
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