Deloitte Corporate Finance LLC

Middle Market M&A News
November 2014
Middle market M&A activity grows through Q3
While 2014 has been a big year for large, high-profile deals such as
Facebook’s acquisition of WhatsApp ($19.7 billion) and Comcast’s
acquisition of Time Warner Cable ($69.2 billion), middle market M&A
continues to comprise the majority of deal volume and has shown steady
growth alongside the rest of the market. These high-visibility “megadeals” have increased confidence in the overall M&A market and should
continue to help drive transaction activity further down the deal chain in
the middle market.
On a last-twelve-month (“LTM”) basis, M&A activity has shown solid
growth through Q3 2014, primarily in deal value. One reason that deal
value growth has outpaced volume growth is that transaction multiples
continue to increase, reflective of the competitive nature of the market and
the scarcity of quality acquisition targets. According to Thomson Reuters,
total deal value was $219 billion across 8,653 deals during LTM Q3 2014,
representing an increase of 12.7% in value and 0.7% increase in volume
over LTM Q3 2013. This growth was consistent with the overall U.S. M&A
market, which saw increases of 36.0% in value and 1.3% in volume in LTM
Q3 2014 compared to LTM Q3 2013 (per Thomson Reuters).
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Middle market private equity deal activity grows
• U.S. middle market private equity deal value and volume for LTM Q3 2014
increased by 12.9% to $44.9 billion and 8.1% to 1,876 transactions,
respectively, compared to LTM Q3 2013. In LTM Q3 2014, private equity
transactions accounted for approximately 21% of middle market deal value
and volume, which is in line with historical trends (per Thomson Reuters).
• With deal multiples remaining elevated and quality platform investments
hard to find, private equity firms have continued to focus on add-on
acquisitions for their current portfolio companies. Through Q3 2014,
add-ons comprised 61% of all controlling investments, up from 57% in
2013 and 49% in 2012. If this pace continues, 2014 will easily surpass last
year as the new record year for add-ons (per PitchBook).
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As mentioned above, transaction multiples for 2014 have increased,
with the median Enterprise Value/EBITDA multiple for U.S. middle
market transactions reaching 7.5x, a 5.6% increase from a median of
7.1x in 2013, according to Thomson Reuters. The median transaction
multiple rose from 6.2x in Q2 2014 to 7.2x in Q3 2014, representing
a 16.1% increase.
Market conditions will likely remain favorable for increased deal
making in the future as strategic buyers sit on large cash reserves
and can borrow additional cash at low rates. In LTM Q3 2014,
deal activity by strategic acquirors saw an improvement of 12.7%
to $173.7 billion compared to $154.2 billion in LTM Q3 2013 (per
Thomson Reuters).
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Cross-border transaction activity increases
• Foreign acquisitions by U.S. companies continued to grow in LTM Q3 2014,
as buyouts of middle market companies grew by 20.9% over LTM Q3 2013
to reach $50.8 billion. Similarly, deal volume increased by 13.9% to 1,609
deals over the same time period (per Thomson Reuters).
• International investment in U.S. companies via M&A activity also increased
for LTM Q3 2014 to $37.5 billion, spread across 1,178 transactions,
according to Thomson Financial. This is an increase of 8.1% and 7.0% in
value and volume, respectively, compared to LTM Q3 2013.
U.S. Mid-Market Cross Border Value
(Less than $500 MM Enterprise Value)
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Deloitte Corporate Finance LLC (“DCF”)
DCF provides deal execution and lead financial advisory services to large corporate, middle market, private equity and venture capital firms. DCF and its affiliates maintain a
presence in key U.S. financial centers.
For additional information or to find out more about how DCF can assist the deal initiation and execution process, please contact one of our DCF Managing Directors:
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This newsletter is a periodic compilation of certain completed and announced merger and acquisition activity. Information contained in this newsletter should not be construed as a recommendation to sell or a
recommendation to buy any security. Any reference to or omission of any reference to any company in this newsletter shall not be construed as a recommendation to sell, buy or take any other action with respect
to any security of any such company. We are not soliciting any action with respect to any security or company based on this newsletter. This newsletter is published solely for the general information of clients and
friends of Deloitte Corporate Finance LLC. It does not take into account the particular investment objectives, financial situation, or needs of individual recipients. Certain transactions, including those involving early
stage companies, give rise to substantial risk and are not suitable for all investors. This newsletter is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should
not be relied upon as such. Prediction of future events is inherently subject to both known risks, uncertainties and other factors that may cause actual results to vary materially. We are under no obligation to update
the information contained in this newsletter. We and our affiliates and related entities, partners, principals, directors, and employees, including persons involved in the preparation or issuance of this newsletter, may
from time to time have “long” and “short” positions in, and buy or sell, the securities, or derivatives (including options) thereof, of companies mentioned herein. The companies mentioned in this newsletter may be:
(i) investment banking clients of Deloitte Corporate Finance LLC; or (ii) clients of Deloitte Financial Advisory Services LLP and its related entities. The decision to include any company for mention or discussion in this
newsletter is wholly unrelated to any audit or other services that Deloitte Corporate Finance LLC may provide or to any audit services or any services that any of its affiliates or related entities may provide to such
company. No part of this newsletter may be copied or duplicated in any form by any means, or redistributed without the prior written consent of Deloitte Corporate Finance, LLC.
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