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Market update
We are pleased to share our thoughts on the M&A environment so far in 2021. The North American M&A market has fully 
recovered since the pandemic-induced lows of Q2 2020, with Q1 2021 showing the strongest deal flow in years and market 
sentiment seemingly reaching new heights.

The rise in activity has not been equally shared among sectors, with verticals such as technology, distribution and logistics, 
consumer products, and building supplies particularly benefiting.

M&A activity
Canadian quarterly M&A transaction count

Source: Capital IQ.
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In the latter years of the most recent economic expansion and before the arrival of COVID-19, Canadian M&A activity was 
relatively stable in terms of deal volume, with most quarters showing deal announcements in the high 500’s to low 600’s.  
The last four quarters stand in stark contrast – deal activity rapidly dropped in Q2 2020, before marking increases in each quarter 
thereafter and with Q1-21 being ~25% above pre-pandemic norms.

While some of the recent increase in activity has been driven by the resumption of transactions that stalled in the first half of last 
year, the increase in activity over the last two quarters more than offsets this – suggesting that this is not simply a ‘catching-up’ 
process at work. M&A interest remains extraordinarily high, and deal flow shows no sign of abatement in the near term. Our M&A 
advisory practice has observed sentiment in alignment with this – we are off to a very busy start to 2021.

Economic factors such as access to credit, low interest rates, and government stimulus all drive business results and M&A activity. 
Furthermore, the reopening of the economy may serve as an additional catalyst as the economic outlook improves for sectors 
heavily affected by COVID.

Valuations remain strong
For the majority of sectors, we are observing valuation multiples comfortably at or above historic levels. We continue to see 
Total Enterprise Value / EBITDA multiples of approximately 7x on average in both publicly reported data and our own deals. 
Size of a company remains the most significant determinant of value, with larger companies attracting higher valuations.

Shifting sector focus
Since the start of the pandemic we have seen a significant shift in M&A activity away from manufacturing, and towards 
distribution and technology in our own deal flow. While distribution and technology transactions each made up 12% of our deal 
activity pre-COVID, these sectors currently comprise 34% and 23% of our post-COVID mandates respectively. This seems to 
correspond with increasing valuations in those two sectors.

CIBC transactions by company type
Pre-COVID transactions Since COVID (March 2020 on)

Source: CIBC transaction database.
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Trends in private equity
Private equity continues to play a key role in Canadian M&A despite a 13% drop in the volume of PE transactions in 2020 
compared to 2019.  Aggregate transaction value saw a greater drop – from $8.3 billion in disclosed equity investment value  
in 2019 to $2.5 billion in 2020. This was largely driven by more smaller add-on investments and the absence of mega-deals. 
[Source: CVCA]

The back end of 2020 and Q1-21 has seen a significant rebound in private equity activity with regular transaction announcements 
and the resumption of mega-deals including FFL Partners’ and Caisse de dépôt et placement du Québec’s $780 million acquisition 
of New Look Vision Group.  

North American sponsor-backed transaction count

Source: Capital IQ.

Strained M&A ecosystem
While the shift to remote work and virtual meetings has led to some efficiencies in the M&A process, the substance of the work 
undertaken by various professional advisors to close an M&A deal is largely unchanged. M&A remains a human capital-intensive 
process at all stages, from deal marketing at the beginning, right through to negotiating the legal purchase agreement.

As deal activity has ramped up sharply, we’ve seen the emergence of some capacity constraints in the M&A ecosystem. Lawyers, 
tax advisors and lenders are all reporting long hours with many transactions on the go. We have observed due diligence teams 
experiencing particular constraints with environmental inspections, background checks, financial due diligence and quality of 
earnings reports all backing up. Consequently, it is taking longer than normal for deals to close and costs have increased. As M&A 
activity is anticipated to continue at this heightened pace, it is important to build an advisory team and put in the preparation work 
in advance so that the deal can be completed in a timely and cost-effective manner.

Overall, the M&A sector is buoyant and we anticipate the strong market with above average activity levels and robust valuations 
will continue for the remainder of the year.
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