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Macro-economic indicators: Canada

During Q4 2017, Canada’s broad indicators yielded mostly positive 
results, pointing to a relatively strong economic environment that 
bodes well for businesses, as well as M&A activity. 

XX In October the Bank of Canada maintained its policy interest 
rate at 1.00%. Conversely, in December, the U.S. Federal 
Reserve increased its target interest rate by 25 basis points to 
1.25%-1.50%. 

XX Expectations for real GDP growth in Canada for 2017 increased 
to 3.1%, according to the Bank of Canada’s most recent October 
Monetary Policy Report, up from the 2.8% forecast published 
in July. 

XX The S&P/TSX Composite Index rose to 16,209.13 by the end  
of the fourth quarter of 2017, a 3.7% increase since the close of 
Q3 2017. 

XX In December, the Canadian economy added 79,000 net jobs. 
This increase followed net job gains of 79,500 and 35,300, 
respectively, in November and October. 

XX The Canadian dollar closed at 0.7830 USD at the end of Q3, 
representing a 3.8% decrease from the previous quarter. 

Considered together, Canada’s economic outlook continues to 
appear relatively favourable for the near future.  

Inflection points that drive transactions

Business owners make tough choices every day, but determining 
whether to sell, refinance, find new investors, divest a business 
segment, or acquire another business can be among the 
most challenging. Too often, conversations at these types of 
inflection points are deferred in favour of concentrating on 
day-to-day operations, with potentially long-term consequences. 
Understanding whether you’ve reached an inflection point, and the 
transaction alternatives this may create, can help to ensure that the 
strategic direction chosen is most aligned with your objectives. 

Wealth diversification 

For many private business owners, earnings not required to sustain 
a chosen lifestyle are often reinvested back into the business. 
Further, 84 percent of small to medium-sized owner-managed 
businesses utilize personal financing to support their business, 
by far the greatest source of funding for businesses of that size.1 
A large segment of mid-market business owners’ wealth is thus 
concentrated in one key asset, their company, and this type of 
wealth concentration is inherently risky. 

A healthy business with a stable and/or growing outlook may 
well present an opportunity for an owner to extract capital from 
inside the business for reinvestment elsewhere to create a more 
diversified investment portfolio. Depending on the characteristics 
of the specific business and personal shareholder objectives, this 
may be achieved by removing excess retained earnings from the 
business or, in some cases, utilizing modest levels of debt to create 
liquidity with which to diversify. Timing is an important factor to 
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manage, as business capital requirements alongside capital 
markets conditions need to be considered when making these 
types of decisions.

Succession planning 

Succession planning is likely on many mid-market business 
owners’ minds and, while a plan may be in place, the length of 
time between the decision to sell or transition their business 
and the first day of retirement is often misjudged. A typical sale 
process can take anywhere from eight to 12 months, or longer, 
depending on a number of deal dynamics. 

Owners involved in day-to-day management are likely to 
be required by any potential purchaser to remain available 
for a transition period, often ranging from six months to 
several years. Certain studies suggest that 61 percent of 
owner-managed companies do not achieve their expected 
financial performance one year after an ownership transition, 
which presents a significant risk to buyers.2 As a result, the 
ability to offer a flexible ownership transition period can have a 
direct impact on transaction value. 

Lastly, the time required to implement tax or other planning 
structures can vary, and will have a direct impact on an owners’ 
retirement timeline. In summary, if the business sale or succession 
is part of an owner’s retirement plans, early planning is critical.

Business performance

Business performance leading up to and during a transaction 
has an obvious but crucial impact on the success and proceeds 
that an owner is able to extract, but often is not a key 
determinant for a transaction’s timing. When performance is 
strong, future prospects appear promising, and current lifestyle 
needs are being met, many owners overlook the potential to 
capitalize on these circumstances. This period may represent 
a vital and overlooked opportunity, when the value of their 
company is at a high point, the cost to obtain financing is low, 
or the availability to extract and redeploy cash is at its peak. 
Business owners ought to consider their company’s current 
stature and the resulting transaction possibilities, rather than 
allowing other factors to drive the timing and process entirely.

Growth constraints

Businesses face growth constraints throughout their evolution, 
and for small to medium-sized businesses these often take one 
of three forms. 

First, administrative or time constraints are faced as an owner’s 
time is stretched, diverting his or her focus from strategic 
initiatives. Next, even the most talented entrepreneurs’ skill set  
has its limits, and many owners find that eventually they’ve  
simply taken a business as far as they know how and would 
benefit from external advisors and additional experienced industry 

operators. Third, and perhaps most common, financial constraints 
restrict business owners who need to fund working capital, or new 
capital expenditures, required for growth. For constraints such as 
these, a strategic transaction may offer a compelling solution, 
and understanding the alternatives is a first step.  

Assessing your transaction alternatives can be made easier by 
working with an advisor, but perhaps you should first answer 
the question: has your business and personal situation reached 
an inflection point?

Canadian manufacturing M&A activity

An overview of M&A activity within the Canadian manufacturing 
sector is included below. Within the relevant data set, a total of 
22 manufacturing deals were completed or announced in Q4 
2017. Select deals have been highlighted below, including one 
transaction in the industry on which BDO Canada advised.

Select manufacturing industry transactions

Linamar Corporation (TSX: LNR) entered into an agreement 
on December 14, 2017 to acquire MacDon Industries Ltd. 
for approximately $1.2 billion CAD. MacDon Industries Ltd. 
designs, manufactures, and distributes harvesting equipment 
through a network of dealers/distributors globally. MacDon 
Industries Ltd. was founded in 1949 and is based out of 
Winnipeg, MB. Linamar Corporation manufactures and sells 
precision metallic components, modules, and systems globally. 
Linamar Corporation was founded in 1966 and is based out of 
Guelph, ON.

Joseph Ribkoff, Inc. was acquired by Novacap Investments, 
Inc. on December 6, 2017 for an undisclosed amount. Joseph 
Ribkoff, Inc. designs, sews, produces, and exports dresses for 
women. Joseph Ribkoff, Inc. was founded in 1957 and is located 
in Dorval, QC. Novacap Investments, Inc. is a private equity 
and venture capital firm specializing in investments in buyout, 
growth equity, and industry consolidations of middle market 
companies. Novacap Investments, Inc. was founded in 1981 and 
is based out of Longueil, QC. 

AMIRIX Systems Inc. was acquired by InnovaSea Systems, 
Inc. on November 30, 2017 for an undisclosed amount. 
AMIRIX Systems Inc. engages in the design and manufacture of 
underwater acoustic telemetry transmitters and receivers for 
fisheries biologists and marine researchers. AMIRIX Systems Inc. 
was founded in 1981 and is based out of Halifax, NS. InnovaSea 
Systems, Inc. designs and develops open-ocean products and 
services for the aquaculture industry. InnovaSea Systems was 
founded in 2014 and is based out of Bainbridge Island, WA. 

CCI Thermal Technologies Inc. was acquired by Thermon 
Group Holdings, Inc. on October 4, 2017 for approximately 
$229 million CAD. CCI Thermal Technologies Inc. develops 

Sources: 
2 BDC, Business Transition Planning. A Guide For Entrepreneurs.
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and manufactures heating and filtration solutions for industrial 
and hazardous area applications worldwide. CCI Thermal 
Technologies Inc. was founded in 1964 and is based out of 
Edmonton, AB. Thermon Group Holdings, Inc. provides thermal 
engineered industrial process heating solutions for process 
industries globally. Thermon Group Holdings, Inc. is based out 
of San Marcos, TX. 

Compañía Española de Sistemas Aeronáuticos SA was 
acquired by Héroux-Devtek Inc. on October 2, 2017 for 
approximately $206 million CAD. Compañía Española de 
Sistemas Aeronáuticos SA develops and manufactures a range of 
hydraulic and electromechanical components for the aerospace 
industry. Compañía Española de Sistemas Aeronáuticos SA was 
founded in 1989 and is located in Madrid, Spain. Héroux-Devtek 
Inc. engages in the design, development, manufacture, repair and 
overhaul of aircraft landing gear, hydraulic flight control actuators, 
and fracture-critical components globally. Héroux-Devtek Inc. 
was founded in 1942 and is located in Longueuil, QC. 

BDO Canada-advised manufacturing transactions in Q4 2017

Anodyne Electronics Manufacturing Corp. was acquired by 
Structural Monitoring Systems Plc (ASX: SMN) on December 
7, 2017. Anodyne Electronics Manufacturing Corp. designs 
and manufactures electronics for the aerospace industry. 
Anodyne Electronics Manufacturing Corp. was founded in 
2009 and is based out of Kelowna, BC. Structural Monitoring 
Systems Plc develops and commercializes structural health 
monitoring technology in Australia. BDO Canada Transaction 
Advisory Services Inc. acted as exclusive financial advisor to 
Anodyne Electronics Manufacturing Corp, assisting the owners 
throughout the transaction process.

Manufacturing transactions summary
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Note: The above deal activity charts present the number of 
deals involving Canadian targets, Canadian buyers, or both 
Canadian target and Canadian buyer. Canadian manufacturing 
transaction data includes completed and announced 
transactions under the manufacturing standard industry 
classification (SIC) codes, 20-39. From this initial database, 
BDO removed certain broad manufacturing verticals including 
food and beverage, pharmaceuticals and biotechnology 
(with the exception of healthcare equipment and tool 
manufacturing), and natural resources.

Source: S&P Capital IQ
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Commentary

XX 88 Canadian manufacturing transactions were announced or 
closed in 2017, representing an increase over 78 transactions 
in 2016. Of the 88 transactions noted, 58 represent closed 
deals, with the remaining 30 being announced but not yet 
completed.  

XX The composition of buyers and targets by geography 
remained relatively consistent from 2016 to 2017, with over 
70% representing cross-border transactions. 

XX 20 of the announced or closed transactions during 2017 
involved financial buyers, increasing from 11 deals during 
2016, while the number of transactions involving a strategic 
buyer increased only slightly from 67 to 68. 
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