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Market update
We are pleased to share our thoughts on the M&A environment so far in 2021.

M&A activity
Canadian Quarterly M&A transaction count

Source: Capital IQ.

M&A activity continues at a strong pace with the number of Canadian deals closed in Q2 at elevated levels compared with the 
longer term average of ~500 per quarter. Many deal conversations are moving on from the impact of COVID to discussions around 
labour constraints, supply chain issues and inflationary pressures. 
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Mid-Market acquisition multiples (Enterprise value / EBITDA)

Source: GF Data.

Acquisition multiples paid for North American mid-market companies remain steady at 7.0x EBITDA. The detail behind this 
average would show that those businesses that have performed well during the pandemic are attracting premium multiples 
whereas those that have struggled, perhaps relying on government subsidies, are being discounted. 

Our sense is that multiples have ticked up and this is perhaps hidden within the multiples above as they do not include deferred 
consideration, e.g. earn-outs, which we have seen increase in the structuring of deals.

Notwithstanding the nature of a business, the size of the deal continues to be an important determinant of the multiple paid, as 
can be seen in the chart below. The larger the deal, the higher the multiple, is something we see consistently across all sectors.

Source: GF Data.

CIBC transactions
It’s been 18 months now since COVID first hit and we thought it would be interesting to share some observations from our own 
deal database, comparing the 3 years pre-COVID to the period since March 2020.

A trend we highlighted earlier this year with regard to the type of companies we are advising has continued. That being, the shift 
away from manufacturing, and towards distribution and software/technology businesses. Companies with these core activities 
have performed well, although we will likely see more manufacturers come to market as time passes and greater confidence can be 
shown in the EBITDA being sold to buyers.

Pre-COVID transactions Since COVID (March 2020 on)

Source: CIBC transaction database.
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Pre-COVID transactions Since COVID (March 2020 on)

Source: CIBC transaction database.

As for the type of buyer, here we see two observations in the charts below. Firstly, an increase in the number of public company 
buyers, buoyed by stock market highs and surplus cash reserves. Secondly, the rise of the PE-backed strategic buyer. Given the 
capital raised and the increasing role PE groups have been playing in the M&A market, it makes sense that a larger proportion 
of companies are now owned by PE. Additionally, a focus for many PE groups during the pandemic has been to seek add-
on acquisitions to their existing companies to accelerate growth. We see this to be the case for approximately 1 in 3 of our 
transactions now and a trend that will likely continue for the foreseeable future.

When we look at the buyers, there are some interesting observations. In terms of where buyers are located, US and international 
acquirers have been playing a more significant role. Too early to tell if this is a longer-term trend but buyers outside of Canada are 
knocking on doors and we are getting these deals closed in spite of the travel and border restrictions.

Pre-COVID transactions Since COVID (March 2020 on)

Source: CIBC transaction database.

Finally, a comment on deal structures. Purchase price comes in the form of cash at close plus deferred consideration, e.g. earn-
outs. Whenever there is uncertainty over the sustainability of EBITDA, a buyer will seek to share this risk and so we had expected 
earn-outs to be more common in negotiations due to the pandemic. We have seen this to be the case with 1 in 3 of our transactions 
having an earn-out, up from the long-term average in our deal database of 1 in 4. Out of interest, for deals with an earn-out, it has 
represented an average of 16% of the purchase price.
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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

cibc.com/mmib

Toronto

Trevor Gough
416 980-7341
trevor.gough@cibc.com

Christian Davis
416 980-3268
christian.davis@cibc.com

Iain Gallagher
416 784-7652
iain.gallagher@cibc.com

Wes Zimmerman
(Financial Sponsor Coverage)
416 306-9166
wes.zimmerman@cibc.com

Daniel Lee
(Technology)
416 243-5694
daniel.lee@cibc.com

Dylan Moran 
416 780-7579
dylan.moran@cibc.com

Jarred Seider 
416 313-3490
jarred.seider@cibc.com

Asha Soares
(Technology)
416 242-1525
asha.soares@cibc.com

Montreal

Philippe Froundjian
514 876-2998
philippe.froundjian@cibc.com

Gabriel Fugere
514 876-6651
gabriel.fugere@cibc.com

Calgary

Amun Whig
403 221-5512
amun.whig@cibc.com

Edmonton

Graham Drinkwater
780 420-4843
graham.drinkwater@cibc.com

Vancouver

Grant Wallace
604 665-1380
grant.wallace@cibc.com

Halifax

Adrian Snow
902 428-4759
adrian.snow@cibc.com

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.

http://www.cibc.com/mmib
tel:4169807341
mailto:trevor.gough%40cibc.com?subject=
te:4169803268
mailto:christian.davis%40cibc.com?subject=
tel:4167847652
mailto:iain.gallagher%40cibc.com?subject=
tel:4163069166
mailto:wes.zimmerman%40cibc.com?subject=
tel:4162435694
mailto:daniel.lee%40cibc.com?subject=
mailto:dylan.moran%40cibc.com?subject=
tel:4163133490
mailto:jarred.seider%40cibc.com?subject=
tel:4162421525
mailto:asha.soares%40cibc.com?subject=
tel:5148762998
mailto:philippe.froundjian%40cibc.com?subject=
tel:5148766651
mailto:gabriel.fugere%40cibc.com?subject=
tel:4032215512
mailto:amun.whig%40cibc.com?subject=
tel:7804204843
mailto:graham.drinkwater%40cibc.com?subject=
tel:6046651380
mailto:grant.wallace%40cibc.com?subject=
tel:9024284759
mailto:adrian.snow%40cibc.com?subject=




Accessibility Report





		Filename: 

		Mid-Market_Market Update_Fall 2021.pdf









		Report created by: 

		CIBC Multimedia



		Organization: 

		CIBC







 [Personal and organization information from the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

