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Market update
We are pleased to share our views on the M&A environment so far in 2024.

M&A activity
Canadian quarterly M&A transaction count
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Transaction volumes in Canada remain stable having come off the highs seen a few years ago. Our team are getting retained 
and closing deals at our usual pace – the mid-market keeps ticking along as owners are continuing to explore the sale of all, or a 
majority, of their business. 

Buyers remain cautious, looking for the perfect fit. They are conducting more detailed due diligence which is causing deals to take 
longer to close. Valuation multiples seem to be holding up, with negotiations placing greater emphasis on determining the target’s 
level of sustainable EBITDA.  We continue to see some form of deferred consideration in deal structures as a way to bridge buyers’ 
caution - earn-outs and vendor loans being the most common.

The Federal Government’s proposal to increase the capital gains tax inclusion rate from one half to two-thirds for capital gains 
realized on or after June 25, will reduce the net proceeds owners receive upon the sale of their business. As expected, deal 
professionals are very busy trying to close transactions before this date.

Trends in Private Equity
Private equity continues to play a key role in the M&A market.  The chart below shows quarterly volumes remain below the long 
term average.

While PE activity is down, much of their current focus is seeking add-on acquisitions to their existing portfolio companies. We can 
see this in our closed deal database as the buyer has been a PE-backed strategic in 33% of our deals in the last few years, up from 
15% historic average. Such a buyer has the advantage of providing options to our business owner clients who can choose to exit 
the business completely or stay on and retain some ownership by rolling a portion of the proceeds into the buying company.

As commented in our previous newsletter, we anticipate PE leading an uptick in deal activity in the latter half of 2024.  PE groups 
that raised their latest fund 2+ years ago may begin to feel pressure to deploy this capital. Additionally, many PE groups that have 
held off selling companies they own, will need to sell at some point to return liquidity to their investors.

In speaking with Firmex, a provider of virtual data rooms used in M&A deals, they noted that new data room openings were up 6% 
in Q1/24 compared to the same quarter last year. This may be a leading indicator of more deals closing towards the back end of 
this year.

North American PE-backed transaction count
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Debt market update
Private equity transactions typically use debt as a key source of capital to facilitate acquisitions and continued growth. The amount 
of debt a lender is willing to provide impacts the valuations PE buyers can offer. As can be seen in the table below, the amount of 
leverage as a multiple of EBITDA has tightened over the past several quarters. 

Multiple of total debt/EBITDA

Total Enterprise Value Q2 2022 Q3 2022 Q4 2022 Q1 2023 Q2 2023 Q3 2023 Q4 2023 Q1 2024

$10-25 3.9x 2.8x 3.5x 3.3x 3.3x 2.9x 3.2x 3.1x
$25-50 2.9x 3.4x 3.4x 3.1x 3.0x 3.7x 3.2x 2.5x
$50-100 3.5x 3.6x 3.6x 2.9x 3.5x 3.1x 3.0x 3.2x
$100-250 4.1x 4.9x 3.5x 3.8x 3.7x 4.1x 3.9x 3.7x
Average 3.6x 3.5x 3.5x 3.3x 3.3x 3.5x 3.3x 2.9x

Source: GF Data, platform investments only.

In addition to the changes in debt availability, another key theme has been the increased cost of borrowing due to the Bank of 
Canada raising it’s overnight rate over the past 2 years to control inflation.  

On June 5, the Bank of Canada announced a 0.25% decrease in it’s overnight rate to 4.75%. The chart below indicates a consensus 
among the 5 largest Canadian banks that interest rates will continue to decline over the next ~18 months.

Lower borrowing costs on deals, together with increased confidence that will likely be felt across the economy, should bode well for 
more M&A activity as the year progresses.

Bank of Canada overnight rate forecast
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About us
CIBC Mid-Market Investment Banking is a leading M&A advisor, providing services to private companies:

• Divestitures
• Acquisitions and management buyouts
• Raising equity capital and securing debt financing

Contact us

Central

Trevor Gough
416 271-3660
trevor.gough@cibc.com

Christian Davis
416 371-7238
christian.davis@cibc.com

Iain Gallagher
647 531-6044
iain.gallagher@cibc.com

Dylan Moran
289 259-7687
dylan.moran@cibc.com

Jarred Seider
416 888-3757
jarred.seider@cibc.com

East

Philippe Froundjian
514 927-5173
philippe.froundjian@cibc.com

Gabriel Fugere
514 836-0773
gabriel.fugere@cibc.com

Abboud Kaplo
514 827-8327
abboud.kaplo@cibc.com

West

Amun Whig
403 200-9171
amun.whig@cibc.com

Graham Drinkwater
587 983-3134
graham.drinkwater@cibc.com

Website
cibc.com/mmib

This document has been prepared by CIBC Capital Markets FOR DISCUSSION PURPOSES ONLY. CIBC Capital Markets expressly disclaims any liability to any other person who purports to rely on it. These materials 
may not be reproduced, disseminated, quoted from or referred to in whole or in part at any time, in any manner or for any purpose, without obtaining the prior written consent of CIBC Capital Markets. The materials 
described herein are provided “as is” without warranty of any kind, either express or implied, to the fullest extent permissible pursuant to applicable law, including but not limited to the implied warranties of 
merchantability, operation, usefulness, completeness, accuracy, timeliness, reliability, fitness for a particular purpose or non-infringement. The information and data contained herein has been obtained or derived from 
sources believed to be reliable, without independent verification by CIBC Capital Markets, and we do not represent or warrant that any such information or data is accurate, adequate or complete and we assume no 
responsibility or liability of any nature in connection therewith. CIBC Capital Markets assumes no obligation to update any information, assumptions, opinions, data or statements contained herein for any reason or to 
notify any person in respect thereof.

CIBC Capital Markets is a trademark brand name under which Canadian Imperial Bank of Commerce (“CIBC”), its subsidiaries and affiliates provide products and services to our customers around the world. Securities 
and other products offered or sold by CIBC Capital Markets are subject to investment risks, including possible loss of the principal invested. Each subsidiary or affiliate CIBC is solely responsible for its own contractual 
obligations and commitments. Unless stated otherwise in writing CIBC Capital Markets products and services are not insured by the Canada Deposit Insurance Corporation, the Federal Deposit Insurance Corporation, 
or other similar deposit insurance and are not endorsed or guaranteed by any bank. The CIBC logo and “CIBC Capital Markets” are trademarks of CIBC, used under license. All other trademarks are owned by their 
respective trademark owners.
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