
Total transaction volume decreased in Q3-2017 after rebounding in Q2. 
While the number of transactions decreased, the average EV/EBITDA 
increased by 11.2%. This increase indicates that while total transaction 
volumes may have decreased in the quarter, it’s still a seller’s market, driven 
by a number of factors like dry power available for investment, reduced US 
taxes, and positive economic outlooks for both the U.S. and Canada. While 
the Canadian dollar exchange rate and the Bank of Canada overnight lending 
rate have both increased, they are still below historical averages which 
suggests valuations will remain strong while these market conditions prevail.
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In Q2-2017, North American deal volumes halted their slide with transaction volumes increasing over Q1 levels, but slipped again in Q3 to the lowest 
amount in any of the last ten periods. While the American economy demonstrated strong performance up to Q2, the effects of hurricane Harvey and 
Irma have already impacted that growth and have caused much of the nation to turn its attention to matters other than M&A. The economic impacts 
from the hurricanes are expected to be short lived, as consumer spending in the affected areas rebounds to facilitate the post hurricane rebuild. 
In addition to the hurricanes affecting the economies of the southern United States, American companies have been waiting for the release of the 
promised tax reforms which were issued in late September. Included in the details of the tax plans are reductions in the corporate tax rate in addition 
to a number of other initiatives, which if passed in its current form, are expected to have a positive effect on US and North American M&A activity. 

ADVISORY

The analysis above presents the last 10 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 October 6th, 2017 and is intended to represent overall trends as the information but may not be 100% complete.

With the Canadian dollar rising on the back of two Bank of Canada overnight 
lending rate increases, American purchasers in Q3 2017 took advantage of 
possibly the last of the sub $0.75 USD exchange rates for a while. Over the 
previous nine quarters, American buyers accounted for an average of 2.1% 
of all transactions. In Q3 2017, they accounted for 4.7% of all transactions. 
Transactions involving international purchasers also increased in the quarter 
to 5.7% from the previous nine quarters average of 2.0%. Whether this 
trend continues as businesses in the U.S. seek opportunities outside their 
borders, or international purchasers look to place investments elsewhere 
than the U.S., there could be positive repercussions for Canadian businesses 
looking to sell.

NORTH AMERICAN OVERVIEW—PRICE VS. VOLUME
 Volume
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CROSS BORDER TRANSACTIONS
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With the price of crude oil averaging $54.8 USD in the first three quarters 
of 2017, up from $43.3 USD in 2016, the industry seeing the largest year 
over year increase in transaction volume was the energy sector. In 2016 the 
energy sector accounted for 8.2% of transactions while in the first three 
quarters of 2017, it accounted for 10.9%. With oil prices expected to continue 
rebounding, we anticipate the excitement to continue. If the energy industry 
can be described as hot in 2017, the financial sector is cold. In 2016 financials 
accounted for 4.2% of all transactions while in 2017 they have accounted for 
1.2%. After the record breaking year of 2015 for banking and securities M&A, 
2017 is feeling the brunt of the lack of clarity surrounding the coming US 
regulatory landscape changes. Once clarity over the changes is provided, it’s 
expected that M&A activity will return to its historical average.
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Consolidation with an Opportunistic Twist

Consolidation impacts most industries at one time or another, as larger 
players look to expand during periods of slow growth, seeking a competitive 
edge and the benefits of enhanced scale. In addition to the ever-present rationale 
for consolidation, a few industries have offered unique opportunities, 
borne out of challenges such as over supply due to excessive investment, 
technological advancements, or depressed commodity prices.

Consider Maersk Line—the world’s largest container shipping company—
and its announced purchase of the smaller shipping rival, Hamburg Sud, for 
€3.7 billion euros in March 2017. It’s expected the merger will create €350 
million to €400 million in annual operating savings. Maersk’s and Hamburg 
Sud’s proposed deal follows an announcement last November by Japan’s 
three largest container shippers of their merger intentions. Consolidation 
in the industry has been spurred by widespread underperformance 
resulting from oversupply of shipping space and depressed freight rates. 
As consolidations continue, pricing is expected to rebound and savings will 
materialize, stabilizing the industry. Assuming the past few years’ results 
are considered in transaction valuations, the opportunity to acquire quality 
assets and significantly expand volumes in advance of a recovery appears 
attractive. For mid-market companies that have found continued success, 
the opportunity to acquire or be acquired continues to exist.

A common rationale for M&A activity is re-aligning assets with core 
competencies. In 2017 this trend has been extremely relevant in the energy sector 
with many companies either getting out of, or doubling down on the oil sands. 
The transaction that underscores this trend is Royal Dutch Shell’s sale of their 
CAD $12.74B stake in the Alberta oilsands to Canadian Natural Resources Ltd. 
Shell’s CEO had previously said “We would get out of positions where we do not 
have the scale or the capability, or that did not fit us in the long run strategically,” 
and they did just that, freeing up additional cash to go after what they believe are 
investments with a better ROI. On the other side of the transaction, was Canadian 
Natural Resources Ltd. who were able to purchase a fully operational asset at half 
the cost of what it would take to build, providing them with incremental assets 
and human capital already aligned with their goals.

Healthy, Sustainable Choices 

The evolving mindset of consumers drives business demand, indirectly 
driving strategic transactions, and the food & beverage industry offers a great 
example. As many consumers strive to make healthier choices, retailers and 
producers have been scrambling to ensure they’re prepared to meet demand 
with the right product. More consumers are interested in where and how their 
foods are produced. As F&B companies aim to capitalize on this trend, many 
look to M&A as the most efficient manner to do so. Consider Nestle USA’s 
acquisition of Sweet Earth, a plant-based food manufacturer, which gives 
Nestle access to that growing segment. The founders of Sweet Earth said, 
“We’re experiencing a consumer shift toward plant-based proteins. In fact, as 
many as 50% of consumers now are seeking more plant-based foods.” The 
growth of this segment is driving M&A activity and is expected to continue to 
create opportunities for mid-market F&B companies.

Convenience & Distribution

A great number of industries have felt the impact of consumers’ drive for 
convenience. Consumers look for product options that require less time 
and fit into a busy schedule. Often the approach to meet this demand has 
been through product innovation and many acquisitions have centered 
on product portfolios that address this very need. The shift has impacted 
nearly every industry to varying degrees, and continues to play out in the 
M&A world, where differentiating product and service delivery models 
form part of the rationale for strategic transactions. Among the most 
notable is Amazon’s USD$13.4B purchase of Whole Foods Market, Inc. 
The deal highlights the role of delivery or distribution models in addressing 
the core drivers in a changing consumer market.

M&A opportunities in the North American mid-market continue to 
exist. Understanding an industry’s long term trends, the mindset of its 
end customers, and changes to the way products and services are being 
delivered is a key step in the development of an M&A strategy.

 Long Term Trends Driving Current M&A Activity
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Mid-market M&A volume was down from the prior year in the first three quarters of 2017, though many interesting, sizable, and strategic transactions are 
still taking place. The driving forces behind M&A transactions reflect long-term trends, and are expected to persist through the rest of this year and into 
the next. That said, a few interesting variations on a theme have taken place, propelled by commodity prices, historical overinvestment in infrastructure, or 
other industry-specific circumstances that create unique opportunities. A few deals highlighted below involved industry giants, but strategic rationale for 
transactions isn’t the exclusive domain of industry leaders. Mid-market companies have potential to participate on both the buy and sell side of M&A.
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