
Creating WCF

Pandemic brings slowdown and uncertainty for 2020; rebound coming  
into view 

After another strong year of M&A activity in 2019, the first quarter of 2020 
began in a similar fashion but ended with feelings of uncertainty, at best, and 
fear, at worst. Although the landscape has continued to evolve over the last 
two months, it is important to understand where things stood pre-COVID-19 
and use these baselines to make informed decisions in the months ahead.

June 2020

Market
Update

Middle-market valuations increased to 7.4x 
adjusted EBITDA, as reported by GF Data in its Q1 
2020 M&A report. However, it is important to note 
that most of these transactions closed before the 
global pandemic was in full swing. It is expected 
that both deal activity and valuations will remain 
below Q1 levels over the next two quarters as a 
result of the pandemic.

M&A deal activity

The COVID-19 coronavirus backdrop led 
to a sudden shift in the underlying macro 
dynamics influencing M&A activity in Q1. State-
government-mandated economic shutdowns, 
rising unemployment, a plunging stock market, 
deteriorating financing conditions and increased 
expectations of a prolonged recession in 2020 
all led to the beginning of an M&A correction. 
PitchBook reports that total deal value in Q1 2020 
was $400.8 billion, down 25.1% year over year. And 
keep in mind that the first half of the quarter was 
not heavily impacted by COVID-19. 
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(Source: PitchBook)
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U.S. mergers & acquisitions activity

Consistent with previous quarters, size continued 
to be a significant driver of valuation. Transactions 
in the $10-$25 million range averaged a 5.7x EBITDA 
multiple, and deals in the $100-$250 million range 
averaged a multiple of 9.6x.

Total enterprise value (TEV)/EBITDA

TEV 2003-2015 2016 2017 2018 2019 YTD 2020 Total N =

10-25 5.6 5.8 6.3 5.9 6.1 5.7 5.7 1369

25-50 6.2 6.4 6.6 6.9 7.0 6.9 6.4 1044

50-100 6.8 7.2 8.2 8.9 7.6 8.1 7.2 715

100-250 7.4 8.8 9.1 8.7 9.4 9.6 8.1 370

Total 6.2 6.7 7.3 7.2 7.1 7.4 6.5

N = 2360 242 261 281 292 62 3498

Please note that N for 2003-15 encompasses thirteen years of activity.

(Source: GF Data ® )

Across all industries, distribution and technology 
received the highest valuation multiples at 8.9x 
and 8.7x, respectively. Four business categories 

— including manufacturing, business services, 
healthcare services and distribution — accounted 
for approximately 80% of GF Data's contributors 
deal volume in the first quarter of the year.

*As of 3/31/2020

*As of 3/31/2020
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Navigating the COVID-19 pandemic in 2020

We are currently operating in an environment quite 
different than what was seen in the first quarter.  
Despite the M&A slowdown and overall economic 
uncertainty, deals are still getting done. New deals 
are being launched on a selective basis, and many 
in-process deals continue to move forward, with 
careful consideration being given to timing, process 
design, deal structure and valuation expectations.

Wipfli Corporate Finance Advisors anticipates that 
valuations and deal activity will rebound towards 
the end of the summer, leading into fall. With that in 
mind, preparation for sale should begin now. Buyers 
will look through the financial impact of COVID-19 
and will focus on the ability to rebound.  

Additionally, buyers will become more aggressive, 
as there is too much capital needing to be invested 
for financial buyers to stay on the sidelines for very 
long. Markets will work towards an equilibrium, and 
a new “normal” will begin to emerge. WCF stands by, 
ready to help clients navigate this turbulence.

TEV/EBITDA—by industry

Industry 2003-2015 2016 2017 2018 2019 YTD 2020 Total N =

Manufacturing 6.0 6.1 6.8 6.9 6.6 6.8 6.2 1472

Business services 6.1 7.3 7.3 7.1 7.2 7.2 6.5 713

Health care services 6.9 7.6 8.1 7.8 8.4 7.4 7.3 322

Please note that N for 2003-15 encompasses thirteen years of activity.

While total debt levels remained 
relatively flat, there has been 
a steady increase in average 
senior debt multiples from 3.0x 
in 2018 to 3.3x in 2019 to 3.5x 
in 2020. GF Data reports that 
standalone senior debt providers 
are extending themselves to 
compete with popular single 
tranche offerings.

Debt multiplies
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Wipfli Corporate 
Finance Advisors 
provides a broad range of investment banking services 
tailored for middle-market companies ($10 million to $500 
million of revenue) and capital providers. 

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 knowledge of our parent firm’s 
270+ partners and over 2,200 associates. 

Your experienced team at WCF Advisors knows how to 
prepare the business and effectively navigate troubled 
waters.

Contact us to learn more or get started.

Pitchbook, GF Data and any other market data from 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.


