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Abundant Debt and Robust 
Valuations Characterize First Quarter
By Paul Ouweneel, Wipfli Corporate Finance Advisors, LLC
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Confidence 
in the local 
and global 
economy  

is at an  
all-time high.

With a strong 2017 in the rearview mirror, 
mergers and acquisitions (M&A) activity in the 
first quarter continued last year’s themes of high 
valuations and strong use of debt.  
 
According to GF Data® ®, middle-market deal 
valuations and use of debt remain robust, with 
an average TEV/EBITDA multiple of 6.9x 

and an average Debt/EBITDA multiple of 
4.2x. In addition, middle-market companies 
are reporting the highest rate of revenue and 
employment growth since one year ago, and 
confidence in the local and global economy 
is at an all-time high of 94%, according to the 
National Institute for the Middle Market. Most 
businesses remain willing to invest.
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Total Enterprise Value (TEV)/EBITDA  Source: GF Data®®

TEV 2003 - 
2013 2014 2015 2016 2017 YTD 2018 TOTAL N =

10 - 25 5.5 5.5 5.8 5.8 6.4 5.7 5.6 1,157

25 - 50 6.1 6.4 6.6 6.4 6.6 6.7 6.3 843

50 - 100 6.7 7.5 7.8 7.3 8.3 9.2 7.0 576

100 - 250 7.2 7.5 9.0 8.9 9.2 8.6 7.9 288

Total 6.1 6.4 6.7 6.8 7.4 6.9 6.3

N = 1,897 211 241 228 235 52 2,864

Please note that N for 2003-13 encompasses 11 years of activity.
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The slowdown in completed deals between  
the fourth quarter of 2017 and the first quarter 
of 2018 is not altogether a surprise. According 
to GF Data, the number of deals completed 
during the first quarter of a given year typically 
lags the number of deals completed during the 
preceding fourth quarter by approximately 
25%.  

The number of deals completed across North 
America during the first quarter of 2018 
decreased by 18%, according to PitchBook. 
More positively, PitchBook noted an additional 
973 deals, totaling an estimated $451.3 
billion, have been announced but have yet to 
close. Given the number of deals yet to close, 
combined with a relatively strong U.S. economy, 
it is likely the number of completed deals will 
increase through the remainder of the year.
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It is likely the 
number of 

completed deals 
will increase 
through the 

remainder of  
the year.

Quality Premium – Buyouts Only Source: GF Data®

2003 - 
2013 2014 2015 2016 2017 YTD 

2018 TOTAL

Above Average Financials 6.1 6.7 7.3 7.2 7.9 7.4 6.5

Other Buyouts 5.9 5.8 5.9 6.0 6.5 6.1 5.9

Premium/Discount 105% 115% 123% 121% 121% 121% 110%

Incidence 57% 53% 55% 57% 59% 61% 57%
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n Deal Value (In Billions)      ● ● Deal Count       n Estimated Deal Value (In Billions)      ● ● Estimated Number of Deals Closed

M&A Activity in North America and Europe Source: PitchBook*

* As of March 31, 2018. 
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A challenging M&A environment continues 
for financial buyers as many corporates have 
chosen to compete with private equity firms, 
resulting in rising multiples and squeezing out 
any margin for error on the part of private 
equity buyers. As a result, buyers are placing 
a premium on quality companies. According 
to GF Data, companies with above-average 

financials received a quality premium of 21%, 
in line with recent history and well ahead of the 
historic level of 10%. GF Data defined “above 
average” as companies with EBITDA margin 
and revenue growth rates above 10%, or with 
one of the metrics above 12% and the other at 
least at 8%.
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Credit Conditions
The first quarter saw the 90-day LIBOR continue 
to increase, ending at 2.31% on March 31. 
Average senior and subordinated debt spreads 

continued their downward trend during the 
fourth quarter of 2017.

Continued...
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Valuation Size Premiums Source: GF Data®®

TEV 2014 2015 2016 2017 YTD 2018 TOTAL N =

10 - 50 5.8 6.0 6.0 6.5 5.8 6.0 423

50 - 250 7.4 8.1 8.2 8.5 9.2 8.2 226

SPREAD 2.4 2.1 2.3 2.0 3.4 2.1

N = 141 176 150 152 30 649

Senior Debt to LIBOR Spread Source: GF Data®®
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Size Premium 
In addition, the valuation spread observed 
during the first quarter of 2018 between larger 
($50 million to $250 million) and smaller 
transactions ($10 million to $50 million) 

increased significantly over 2017 levels — from 
2.0x to 3.4x trailing EBITDA — and remains 
elevated over historical averages.
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Middle-market 
companies are 
reporting the 

highest rate of 
revenue and 
employment 
growth since  

one year ago.



Other indications of stability can be  
observed — GF Data shows stable debt 
multiples between 2017 and the first quarter 
of 2018, with average senior debt-to-EBITDA 
ratios unchanged at 3.4x. For deal values 
between $10 million and $25 million, senior 
debt-to-EBITDA multiples returned to more 
historical levels. 
 

According to Thomson Reuters’ Leveraged Loan 
Monthly, new origination of middle-market 
leverage loans for deals below $100 million 
was $5.4 billion during the first quarter of 2018. 
That figure is down 41.3% from $9.2 billion 
during the first quarter of 2017, and down 
23.7% from $7.1 billion during the first quarter 
of 2016. The total value of middle-market 
leveraged loan originations during the first 
quarter of 2018 was its lowest quarterly amount 
since the first quarter of 2009.
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Credit Impact on Valuations
Average equity contributions for middle-market 
transactions rose from 49.5% during 2016 to 
53.0% during 2017, according to PitchBook. 
Increased equity requirements to complete 

buyouts reduced returns for private equity 
funds without a change in valuations. Leverage, 
measured by debt to EBITDA, declined by 0.4x 
between 2016 and 2017.
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At Wipfli Corporate Finance Advisors, we 
continue to see stability in the M&A and credit 
markets along with investors’ strong appetite for 
above-average companies. Banks remain eager 
to lend money in support of companies that 
demonstrate the ability to grow revenues and 
profits and manage their businesses effectively. 

The equity markets continue to rally, and 
consumer and business sentiment is reported 
at levels not seen since before the Great 
Recession. We are in the latter stages of an 
upward trending bull market, and right now is 
a great time to consider your goals and options 
related to your company’s succession plan.  

Having a well-thought-out succession plan in 
place will allow you to enhance the probability 
of a successful transition and mitigate the risk  
of having to wait out the next recession, or 
worse, having to exit your company during 
the next recession.  Our team of experienced 
advisors can help you understand and assess all 
of your succession options. Contact us to learn 
more about how you can secure the future of 
your business.

Footnote: Middle-Market Definitions: GF Data ($10 million-$250 
million), PitchBook ($10 million-$1 billion), Thomson Reuters LPC 
(Less than $100 million)
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Jeff Milkie  
Jeff has more than 16 years of experience in leading mergers and acquisitions, raising capital and performing financial 
advisory engagements, having executed over $4.9 billion in transactions. He advises business owners, executive 
management teams and capital providers on complex strategic decisions and transactions, specifically related to mergers 
and acquisitions and private capital raising. Jeff has led numerous corporate finance engagements across various 
sectors, and his primary focus is on mergers and acquisitions, growth capital and recapitalizations for companies in the 
manufacturing/distribution, consumer goods/services, retail, business services, financial institutions, health care, media 
and applied technology sectors. 

Phone: 651.766.2894  |  jmilkie@wcfadvisors.com

Karen Monfre  
Karen has spent more than 20 years assisting clients in acquiring a business or in the sale of their closely held business. 
Her time is spent exclusively doing business sell-side representation, transaction support and related engagements.  
She is highly sought after for her experience and forthright consultation services. Karen has assisted in the successful sale 
of a wide range of clients from $1 million in revenue to over $100 million in revenue and in a wide array of industries, 
including manufacturing, distribution, health care, construction services, life sciences and automobile and  
truck dealerships.

Phone: 920.662.2802  |  kmonfre@wcfadvisors.com

Kevin Janke  
Kevin has over 25 years of experience in helping clients with transition matters including buying and selling, as well as 
valuation. An expert in transactions involving financial institutions, he also has expertise in manufacturing and a wide 
range of other industries. Kevin is a licensed real estate broker and holds FINRA Series 63 and 79 licenses.

Phone: 715.843.7441  |  kjanke@wcfadvisors.com

Paul Ouweneel  
Paul has 10 years of experience consulting with high-net-worth individuals and companies. His experience includes 
building financial models, preparing marketing materials, researching industry trends and sourcing parties for  
transactions in a variety of industries. Paul is a chartered financial analyst (CFA) and a certified public accountant (CPA) 
and holds FINRA Series 63 and Series 79 licenses. In addition, he is a board member and treasurer for Milwaukee 
Habitat for Humanity.

Phone: 414.431.9387  |  pouweneel@wcfadvisors.com

Robert Meyer 
Leveraging over 10 years of experience in investment banking, Robert has advised on numerous M&A and financing 
transactions across many industry verticals with entities of all sizes. Robert is sought after for his vast experience in 
many aspects of corporate finance, including private equity, commercial lending, corporate development and internal 
finance. Robert has served as a CFO, which enables him to have a thorough understanding of a client’s most important 
considerations.

Phone: 312.801.5318  |  rmeyer@wcfadvisors.com
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Wipfli Corporate Finance Advisors LLC provides a broad range of investment banking services 
tailored for middle-market companies ($10 million to $500 million of revenue) and capital 
providers. We pride ourselves on earning our clients’ confidence through dedication to 
their strategic and transactional needs. In addition, our clients benefit from the depth of 
our leadership team’s experience — over 100 years of combined experience advising 
middle-market companies and management teams — and the extensive industry 
knowledge of our parent firm’s 239 partners and over 1,900 associates.

We consistently provide clients broad transactional, structuring and industry 
expertise and the benefit of solid relationships with hundreds of middle-
market companies and capital providers throughout the Midwest and 
across the United States.

Market data from GF Data®  is proprietary and may not be reprinted, reproduced or used in any form without written permission from GF Data or Wipfli LLP. Market data proprietary to 
PitchBook, or any other source cited, may not be reprinted, reproduced or used without permission from the source or Wipfli Corporate Finance Advisors, LLC.

The acquisition and sale of a business or a capital raise may turn out to be regarded as a purchase or sale of a security. In order to protect you, your transaction will be handled by our 
team members who are registered with a broker/dealer with whom we have established a relationship. Our team members who will work on your transaction will do so through an 
engagement with that broker/dealer. 

Investment banking services provided by RKCA, Inc., Member SIPC/FINRA, 1077 Celestial Street, Cincinnati, Ohio 45202. Phone: 513.371.5533. Certain Wipfli Corporate Finance 
Advisors, LLC associates are registered representatives of RKCA, Inc. Wipfli Corporate Finance Advisors, LLC is a subsidiary of Wipfli LLP. Certain accounting, tax, business advisory and 
other services are provided by Wipfli LLP.  RKCA, Inc. does not provide accounting, tax or legal advice.

The content of this material should not be construed as a recommendation, offer to sell or solicitation of an offer to buy a particular security or investment strategy. The content of this 
material was obtained from sources believed to be reliable, but neither Wipfli Corporate Finance Advisors, LLC nor RKCA, Inc., warrants the accuracy or completeness of any information 
contained herein and provides no assurance that this information is, in fact, accurate. The information and data contained herein is for informational purposes only and is subject to 
change without notice. This material should not be considered, construed or followed as investment, tax, accounting or legal advice.  Any opinions expressed in this material are those of 
the authors and do not necessarily reflect those of other employees of Wipfli Corporate Finance Advisors, LLC or RKCA, Inc.  Investing in the financial markets involves the risk of loss. Past 
performance is not indicative of future results. 
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