
Transaction volume in North America continued its downward trend 
in Q1-2017 with a 17.9% decrease over Q4-2016 levels and a 32.5% 
decrease over Q1-2016 levels. Both Canadian and American transaction 
volumes decreased in each of the last four quarters. American transaction 
volumes fell 28.6% between Q2-2016 and Q1-2017, while Canadian 
transaction volumes fell 29.8% across the same period. Comparing 
activity between the two countries relative to Q1-2016, American 
volumes fell by nearly 41.8%, while Canadian volumes were up 10.8%. 
The delta between the two countries’ transaction volumes relates to 
the price of oil bottoming out at $26.55 USD on January 20th, 2016. 
Due to Canada’s reliance on the Alberta oil sands, this price shock had 
a significant impact on Canadian transaction volumes, driving down 
transactions in the first quarter of last year while the more diversified 
American market was not impacted to the same degree. 
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North American deal values continued to slide in Q1-2017, decreasing 
by 16.8% over Q4-2016 levels and 32.1% over Q1-2016. Many 
North American, and specifically American companies, delayed M&A 
transactions in Q4-2016 and Q1-2017 taking a wait and see approach 
for the President’s new policies including tax reform and capital 
repatriation. Other factors that contributed to the slide include a 
continued low-growth North American economy and anticipated 
increases in borrowing rates forecast by the US Federal Reserve. These 
items create uncertainty which in turn reduces purchasers’ and vendors’ 
confidence, ultimately reducing transaction volumes and values. While 
the previously mentioned factors are currently creating a drag on M&A 
activity, there continues to be a number of circumstances that suggest 
optimism for M&A transactions values and volumes in 2017, including 
the large amount of available dry powder, bullish financial markets, 
potential US policy reforms (e.g. a reduction of corporate regulations 
and taxes) and the possibility of a repatriation of USD cash.
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The analysis below presents the last eight quarters 
of Canadian and American mid-market merger and 
acquisition activity. Mid-market has been defined in this 
analysis as transactions with enterprise values under 
$100 million CAD. The information for this analysis was 
obtained from Capital IQ’s transaction database on April 
3rd, 2017 and is intended to represent overall trends as the 
information may not be 100% complete.

The table on the left shows the North American transaction volume by 
industry. The materials sector continues to be quite active, accounting for 
more than 20% of the M&A activity in the quarter which is well above 
its combined 2016 and 2015 average of 13.9% and above its Q4-2016 
level of 18.0%. Energy transactions represented 11.4% of North American 
transactions, which is an increase of 3.7% over its combined 2016 and 
2015 average. The increase demonstrates that while the price of oil 
continues to languish around $50 USD a barrel, there are buyers seeking 
opportunities in this relatively volatile sector. The slowest sector was 
financials, which was 3.0% off its 2 year-average. 

The table to the left dissects the quarterly transactions according to the 
geography of the purchaser and the target. Canadian companies continue 
to be active, with acquisitions of American companies by Canadian 
purchasers representing 8.3% of the total transactions volumes. This 
activity is the highest level its been over the past 10 quarters and more 
than two times the average over that same 10 quarter period. Possible 
reasons for the increase include Canadian companies looking to take 
advantage of the arbitrage opportunity of selling in USD and producing 
goods in CAD. In 29.6% of North American transactions in Q1-2017, the 
purchaser was a Canadian company. Purchasers from outside Canada and 
the United States only accounted for 13.3% of the transactions while 
American purchasers represented 57.1% transactions, which is the lowest 
its been over the last 10 quarters. 

NORTH AMERICAN OVERVIEW, PRICE  VS. VOLUME
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If you’re like many entrepreneurs, your day to day life is consumed by how 
to monitor, operate, and grow your business. Then, out of the blue, you’re 
approached by someone who asks if you’d consider selling the business.

Whether you’ve already developed an exit strategy, or it’s still languishing 
at the bottom of a long to-do list, responding to an unsolicited acquisition 
offer can be a formidable task. A number of business and market factors 
ultimately determine whether a deal is a good fit for a buyer and seller, and 
it’s usually about more than just getting the right price. While the answers 
are unique to each business owner, asking the right questions is a key to 
evaluating a potential opportunity. Below, we’ve highlighted some of the 
most common questions and things to consider, in our experience, when 
evaluating a potential deal:

What can I expect?
From an initial offer through to completion, private company M&A 
transactions can take four to five months if everything goes well, and much 
longer if issues arise. Moreover, the diligence and negotiation process can 
put a great deal of strain on the relationship between a buyer and seller. 
Where a buyer and seller are entering into a strategic relationship for 
months or years to come, an advisor can act as in intermediary maintaining 
goodwill between the two sides, resulting in a successful transaction. 

What are common items to be mindful of?
Even smaller mid-market transactions have several moving parts and 
complexities to consider. The fair and appropriate treatment of working 
capital and cash, evaluation of transaction financing, deal structure, post-
transaction integration, identification of non-operational or redundant 
assets, and the protocol surrounding sharing of commercially sensitive 
information are a few examples. A lack of transaction experience can lead 
to missing seemingly small details that may have a significant financial, 
legal, or operational impact on the viability or true success of a deal. To the 
contrary, identifying critical deal points early on can allow both parties to 
evaluate whether there is truly potential for a good deal at hand.

How can I maximize value?
Managing a transaction and managing a business both require significant 
time involvement and without it, neither will be optimized. When a 
potential transaction is put to the backburner, information slows and 
meeting and discussions get pushed. This lack of momentum has real 
potential to kill a deal, and keeping parties interested is critical. Conversely, 
when deal execution steals the owners’ focus away from day-to-day 
operations, deteriorating business results wind up eroding transaction value 
or, worse yet, killing the deal.

A competitive, controlled process is used to maximize value, and ensure 
that buyers put their best foot forward. In the absence of such a process, it 
is possible for sellers to leave value on the table. The buyer that approached 
you may very well be a strong strategic fit, but a broader marketing process 
can be very informative in terms of both the price and unique opportunities 
that might exist with other partners. 

How should I structure the transaction?
Should you sell the assets or shares in your business? A buyer typically 
prefers to acquire the assets of its target, whereas a seller will prefer to 
sell their shares, due to the inherent benefits for the respective party. The 
seller’s unique ownership structure will bear certain tax consequences; an 
advisor can assist you in identifying these opportunities and will ensure any 
transaction is structured in a manner that maximizes after tax cash.

Unsolicited interest from a prospective buyer is often a source of great 
excitement for a business owner, and often it is also the source of new 
stressors and challenges. If properly managed, the opportunity can be 
lucrative and open the door to growth, a partner, a transition plan, or 
the perfect exit. Navigating the myriad of key questions that surround a 
potential deal may be daunting, but it’s not something that you need to 
take on alone. 

Someone is interested in buying your business… 
now what?
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