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Will the First Quarter Sluggishness  
Become a 2019 Trend?
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Despite lighter  
deal activity, 

multiples remain 
steady as 

competition  
for deals  

remains fierce.

After another record-setting year in 2018, 
mergers and acquisition activity slowed 
during the first quarter of 2019. However, the 
slowdown in completed deals between the 
fourth quarter of 2018 and the first quarter 
of 2019 was in line with historical declines 
observed during first quarters of the past  
several years. 

Private equity transaction volumes involving 
deals between $10 million and $250 million 
fell by 9.5% on a quarter-over-quarter basis, 
according to GF Data. Multiples, however, 
remained steady as the use of leverage in 
deals intensified. Both total debt and senior 

debt as multiples of EBITDA increased during  
the first quarter, according to GF Data. The 
question is whether this is traditional first quarter 
sluggishness or the beginning of a trend.

Deal activity in terms of count and value 
declined 17.9% and 32.6% on a year-over-
year basis, according to PitchBook. Despite 
lighter deal activity, multiples remain steady as 
competition for deals remains fierce. According 
to PitchBook, Limited Partners continue to fund 
private equity, although a decline in middle-
market funds relative to mega-funds has been 
observed.  

n Deal Value (In Billions)      ● ● Number of Deals Closed       n Estimated Deal Value (In Billions)      ●● Estimated Number of Deals Closed

MM Deal Activity by Year  Source: PitchBook 1Q 2019 PE Middle Market Report
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n Capital Raised (In Billions)      ● ● Number of Funds Closed      

MM Fundraising  Source: PitchBook 1Q 2019 PE Middle Market Report
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While multiples retreated during the first quarter, 
the use of leverage in deals actually increased. 
According to GF Data, middle-market TEV/
EBITDA multiples averaged 6.9x as compared 
to 7.3x during the fourth quarter of 2018.1  This 
multiple contraction was less pronounced in 
the $10-25 million range, with TEV/EBITDA 
multiples moving from 5.9x to 5.8x between the 
fourth quarter of 2018 and the first quarter of 
2019. During the same time frame, total debt/
EBITDA multiples increased from 3.8x to 4.1x, 
reaching levels last seen at the beginning  
of 2018.  

A challenging M&A environment continues 
for financial buyers, as many corporates have 

chosen to compete with PE firms, resulting in 
fiercely competitive processes 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 and enhanced 
diligence. 

According to GF Data, companies with 
institutional ownership, above-average 
financials and post-closing management 
received a quality premium of 1.7x EBITDA.  
GF Data defined above-average as 
companies with EBITDA margin and revenue 
growth rates above 10%, or one of the metrics 
above 12% and the other at least 8%.
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... buyers are 
placing a 

premium on 
quality companies 

and enhanced 
diligence.

Size Premium 
The valuation spread observed during the first 
quarter of 2019 between larger transactions 
($50 million to $250 million) and smaller 
transactions ($10 million to $50 million) 

decreased to 1.6x, its lowest level since 2014, 
as multiples moderated in larger transaction 
sizes. Between 2015 and 2018, this size 
premium was observed between 2.0x and 2.9x. 

Valuation Drilldown — 2018 - Q1 2019  Source: GF Data® M&A Report

BUYOUTS ONLY

TEV ALL Buyouts  
Only Platforms Add-Ons Individual/

Family Seller
PEG/Corp 

Seller
Above  

Average
Post-Closing 

Management
ALL  

THREE*

10 - 25 5.9 5.9 5.8 6.0 5.9 6.4 6.2 6.1 5.9

25 - 50 6.9 6.8 6.6 8.0 6.7 7.2 7.3 6.8 7.5

50 - 100 8.7 8.7 9.0 7.5 8.7 8.9 9.4 8.9 10.4

100 - 250 8.9 9.0 9.0 N/A 8.4 9.3 9.1 9.0 9.4

Total 7.2 7.2 7.4 6.7 6.9 8.1 7.8 7.3 8.9

N = 314 280 209 71 207 67 170 226 30

* NOTE: ALL THREE* in the rightmost column denotes buyouts featuring above-average financial characteristics, a post-closing
 management solution and a private equity/corporate seller.

Valuation Size Premiums  Source: GF Data® M&A Report

TEV 2015 2016 2017 2018 YTD 2019 Total N =

10 - 50 6.1 6.0 6.5 6.3 6.5 6.2 437

50 - 250 8.1 8.2 8.5 9.2 8.1 8.5 268

SPREAD 2.0 2.2 2.0 2.9 1.6 2.3

N = 178 156 162 174 35 705

1 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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Consumer 
and business 
sentiment are 

reported to be 
at levels not seen 
since before the 

Great Recession. 

Credit Conditions 
The decline in transaction activity observed 
during the first quarter of 2019 is due in part 
to lenders more closely scrutinizing deals. At 
the same time, valuations are off their peak, 
and other indications of stability throughout 
the credit markets can be observed. GF Data 
shows debt multiples during the first quarter of 
2019 at levels not seen since 2017. For deal 
values between $10 million and $25 million, 

a more pronounced change was observed, as 
senior debt to EBITDA multiples increased from 
3.5x to 4.3x. 

Also coinciding with the increased use of 
leverage was a decrease in the 90-day LIBOR 
rate for the first time in two years, as U.S. central 
bankers have struck a more dovish tone in 
recent months.

Total Debt/EBITDA – All Industries by Deal Size  Source: GF Data®

TEV 2003- 
2014 2015 2016 2017 2018 YTD 

2019 Total N =

10 - 25 3.2 3.8 3.3 4.0 3.5 4.3 3.3 1046

25 - 50 3.4 3.7 3.7 3.9 3.6 4.1 3.5 849

50 - 100 3.6 4.3 4.2 4.4 4.2 3.9 3.8 585

100 - 250 4.1 4.8 4.8 4.8 4.9 3.4 4.4 294

Total 3.4 4.0 3.9 4.2 3.9 4.1 3.6

N = 1854 215 206 217 232 50 2774

NOTE: Deals with no debt are eliminated from leverage data, as are significant outliers. Please note that N for 2003 - 14 
encompasses 12 years of activity.

Planning for a Strong Future 
At Wipfli Corporate Finance, we continue to 
observe a strong appetite for well-run, privately 
owned businesses. Banks remain eager to 
lend money in support of companies that 
demonstrate the ability to grow revenues and 
profits and manage their business effectively. 

Consumer and business sentiment are reported 
to be at levels not seen since before the Great 
Recession. There is a general consensus that 
the U.S. is in the late stages of the current 
business cycle — and right now is a great time to 

consider your goals and options related to your 
company’s succession plan. 

Our team of experienced advisors can help 
you understand and assess all your succession 
options. 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.
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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 270+ partners and over 2,200 associates.

We consistently provide clients with broad transactional, structuring and 
industry capabilities 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. Accordingly, 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 ad vice. 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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