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The business community and M&A in particular  
experienced countervailing trends during 2016. The 
record M&A activity of 2015 hit a speed-bump. There 
were a wide range of factors contributing to this disrup-
tion, including uncertainty stemming from Brexit, the US 
Presidential election, Russia’s aggression in the Middle 
East and the strengthening of the American dollar. The 
number of transactions for mid-market companies ($5 
million to $500 million) decreased in the US in 2016 by 
15% as compared to 2015, going from more than 8,000 
deals to just over 7,000. In addition, there are other 
significant factors that continue to impact M&A activity 
including volatile oil and commodity prices, and  
uncertainty over regulatory scrutiny.
 
From a geographic perspective, the Eastern states  
continue to be the most active in 2016 with almost 4,000 
mid-market deals. The Midwest had slightly more than 
1,300 deals and the Western region had almost 1,800.
 
The relatively low number of transactions in the Midwest 
can be attributed to instability in oil prices and energy 
companies opting to hold onto assets pending an upswing 
in the market. With a new, more oil- and gas-friendly, 
administration at the helm of the United States, M&A 
activity in the oil and gas sector could definitely see a 
spike in 2017.

While M&A transactions were down in every sector 
during 2016 compared to 2015, there were still active 
mid-market sectors with a significant number of  
transactions. The top sectors were:  Industrials (more 
than 2,000 transactions), Technology (almost 1,300  
transactions) and Consumer Products and Services  
(1,200 transactions). Technology was especially active  
in the software sector driven by software-as-a-service 
(SAAS) transactions. 

There continues to be turmoil in the Retail and Consumer 
Products industries caused by the impact of technology, 
e-commerce and changing buyer behavior. This is forcing 
many long time, brick and mortar stores to close, and 
disruption to the manufacturers and distributors that sell 
into them. Business owners in these categories need to 
use 2017 as the year to revamp their business models to 
get ahead of the curve.

Positive Outlook for 2017
Although there was a decline in M&A transactions in 
2016 much of it was caused by strategic purchasers,  
private equity firms and foreign buyers hesitating to 
make investments due to the uncertainty in the US. As 
2017 begins to take shape, the outlook is for an uptick 
in transactions and deal activity. Private equity firms 

2017 Mid-Market* M&A Transaction Trends
O V E R V I E W

W E S T M I D W E S T E A S T

2016 Transactions for Businesses with Annual Revenues: $5MM - $500MM

Darker color indicates higher volume,  
lighter color indicates lesser volume.

U.S. Snapshot
 Representative Ranges

2016
Average Transaction Values†:
$30 million—$172 million

2016
Average EBITDA Multiples†:
4.3x—10.3x

2016
Average Company Revenue†:
$11 million—$121 million

W E S T M I D W E S T E A S T

2016 
Most Active Industry: Industrials
Most Consistent Industry: Consumer
Deal Volume: 1,761
Avg. Transaction Value ($M): 77.85

2016 
Most Active Industry: Industrials
Most Consistent Industry: Consumer
Deal Volume: 1,358
Avg. Transaction Value ($M): 75.32

2016 
Most Active Industry: Industrials
Most Consistent Industry: Consumer
Deal Volume: 3,932
Avg. Transaction Value ($M): 85.32

* Mid-Market companies have annual revenues between $5MM-$500MM       †Excludes outlier transactions during this period. All report data are based on Factset transaction information.

Continued on page 2
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East Continues to Lead the Way

Eastern US Industry Average Transaction Value ($MM)*

Eastern US Industry Deal Volume*

Transactions that occur in the broad industry classifications like manufacturing, distribution and logistics are included in specific sub-sectors.  
For example, a transaction involving the manufacturing of food products would be reported under the Consumer sub-sector.

* All report data is based on Factset transaction information. Outliers omitted.

continue to sit on large amounts of capital that needs to 
be deployed. The availability of credit remains high and 
private companies are looking to M&A for opportunities 
to compensate for stagnant organic growth.
 
We are seeing a positive “bump” for US manufacturing 
companies as a result of the election and an increased 
emphasis on US based manufacturing. However, com-
panies that import the majority of their products face 

market uncertainty due to concerns over import taxes  
and tariffs. 

Mid-market business valuations are at record highs, 
effectively making it an excellent time for business 
owners who are considering an exit from their companies 
to begin the selling process now in order to garner the 
maximum value for their years of hard work. 

The Eastern Region continues to lead the way for mid-
market deals. However, total transactions in 2016 (3,932) 
show a 17% decline in volume over 2015 (4,734), but 
the East still represents 56% of the total deal volume in 
the United States. The Western region accounted for 25% 
of the nation’s deal volume in 2016, with the Mid-West 
placing third representing just 19% of the total US trans-
action volume. Deal volume percentage by region was 
almost identical to 2015. 

The most active sector in the East was also the sector 
that accounted for the largest increase in overall rank: 
Industrials, accounting for 34% of transactions, which 
increased from 30% in 2015.  Mirroring the national 
trends, the next two most active sectors were Consumer 
Products and Services, and Technology; accounting for 
approximately 18% and 15.5% of deal volume,  
respectively in the region. 
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The Industrials sector in the East was led by transactions in 
Industrial Engineering, Distribution and Machinery sub- 
sectors, which combined accounted for roughly 28%  
of all the transactions in the sector.

Specialty Retail and Recreation (fitness, gyms, etc.) led the 
way in the Consumer sector, which was the second most 
active in the East. The Food/Beverage sub-sector boasted 
a 3% increase in overall Consumer sub-sector deal volume 
ranking, as private equity groups and large strategic buyers 
continue to look for consolidation plays. The Entertainment/
Recreation sub-sector performed similarly to 2015 account-
ing for 18% of the Consumer subsector’s deal flow.

The Technology sector ranked as third in the East region, 
contributing 15.5% of the total deal volume in 2016 (608 
transactions), and had the highest industry multiples 
(10.9%). Technology displaced the Financial sector from its 
top 3 position in 2015. The technology sub-sector was led 
by Software (49%) and IT Services (18%). Multiples in the 
Software sector have been driven by software-as-a-service 
providers (SAAS) that have strong recurring revenue.

The Financial sector had the second highest average  
multiple per transaction at 8.2X EBITDA. This is a  
number that could inch higher in 2017 as the possibility  
of the repeal of Dodd-Frank looms on the horizon.

Eastern Region  
US Leading Sub-Sectors Deal Volume

2015

2016
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EBITDA Multiples 2016

Request The DAK Value Index &  
See How Your Company Ranks.

The DAK Value Index is a unique  
tool that you can use to determine 
the value of your business and adjust 
the company’s competitive position 
for the future. By entering your own 
company-specific data you’ll gain 
critical insights into your business’s 
market value.

An important measure of a company’s cash flow is 
EBITDA (Earnings Before Interest, Taxes, Deprecia-
tion and Amortization). The EBITDA multiple serves 
as a barometer of how an individual company or 
industry is doing compared to others. It is frequently 
one of the factors used to determine enterprise value 
as part of a transaction. Multiples of EBITDA vary 
greatly depending on the specific market, size of the 
company, key technology, and other factors. 

During 2016 the majority of reported EBITDA 
multiples for lower mid-market company transactions 
ranged from 4.6x to 7.9x. Excluding a few outliers in 
the Financials and Technology sectors, the average 
across other sectors was 5.1x in 2016.

While EBITDA is an important factor in determin-
ing the value of a business for sale or acquisition, it 
should not be the only factor taken into consideration. 
Instead, EBITDA should be considered alongside 
other key value drivers*. 

About The DAK Group
Maximizing the value of our client’s business.

* For more information on other critical factors that will 
impact valuation, please contact Joan McGeough at  
jmcgeough@dakgroup.com.

The DAK Group is the leading investment bank 
in the northeast for mid-market, privately held 
businesses. Our exclusive focus is on helping 
entrepreneurs, family business owners and other 
mid-market stakeholders navigate financial 
options for growth and expansion, as well  
as to pursue successful exit strategies.

We support client M&A needs in the areas of:  
• Full or Partial Sale of the Business 
• Mergers/Acquisitions  
• Recapitalizations/Financial Restructuring 
• Valuations and Fairness Opinions

The DAK Group was founded in 1984, and 
has successfully completed over 600 transac-
tions worldwide across the full range of major 
industries. The DAK team includes senior level 
investment bankers who understand the intrica-
cies of working with business owners making, 
what could be, the largest financial decision of 
their lives. Our proprietary process ensures that 
each transaction meets the goal of maximizing 
the value of our client’s business. Get your copy of The DAK Value Index.  

Your request will be kept strictly confidential. 
 

Call 201.478.5261 or email  
jmcgeough@dakgroup.com  
to request your free copy.

While M&A activity was not as resilient in 2016 as it was 
in 2015 there was still a healthy amount of activity and 
valuations remained high. The outlook for 2017 is positive 
and is expected to bring more activity than last year with 
the election behind us and the promise of a lowering of 
corporate taxes. While M&A volume and valuation trends 
are cyclical, there is no way of predicting how long a 
positive window will last. As we look beyond what may 
be an artificial “jump” in transactions during 2017 caused 
by cautious investors holding back decisions in 2016, we 
are anticipating a decline in deal volume and multiplies as 
we move through 2018.

We are seeing an increase in the pipeline of businesses 
being offered for sale. Most of this jump is being fueled 
by Business Owners concerned that the market may be 
peaking, and their desire not to miss this buoyant time.   

We recommend that owners think carefully about the 
timing of their exit, and how current market forces might 
impact the value of the company, and  their overall plans. 
In most cases, it would be unwise for business owners to 
“stand still” in 2017.

What the Trends Mean to  
Business Owners

New Jersey  •  New York  •  Philadelphia  •  201-712-9555  •  www.dakgroup.com  
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