Capital Endeavors, Inc.
David R. Still, CBI
(770) 962-8399

V O L U M E

2 0 1 9 - Q 1

www.capitalendeavors.com

What Multiples Are We Seeing?

Capital
Endeavors
News:
David Still is the
recipient of the
GABB Multi-Million
Dollar Club Life
Achievement
Award and the
Phoenix Award

Capital Endeavors
was voted
“Best of Gwinnett”
2017 & 2018
Business Consulting
Firm
INSIDE THIS
ISSUE:
Multiples

2

Q&A

2

Monte Carlo

3

2018’s Buyers

4

The quarterly IBBA and
M&A Source Market Pulse
Survey was created to gain
an accurate understanding
of the market condi ons
for businesses being sold in
Main Street (values $0$2MM) and the Lower
Middle Market (values
$2MM -$50MM).

The na onal survey was
conducted with the intent
of providing a valuable resource to business owners
and their advisors. The IBBA and M&A Source present the Market Pulse Survey with the support of the
Pepperdine Private Capital
Markets Project and the

Pepperdine Graziadio Business School.
The Q4 2018 survey was
completed by 319 business
brokers and M&A advisors.
Respondents completed 273
transac ons this quarter.
Con nued to next page

Visit Monte Carlo- Then think about selling your business!
I have never enjoyed gambling at the casinos. Give me 15 minutes with my $20 budget
and I have either grown bored or my $20 has run out. Actually, that is not the truth… I have
never spent all of my $20. So, what does this have to do with thinking about selling your
business?
If you own a business, you are a gambler in some ways. The risk of your investment in
me and money is quite high, higher than inves ng in the stock market… and almost as high
as trying to beat the casino!
So now that we have clariﬁed that point, my next statement to sellers is… You need to
visit Monte Carlo! No… I am not contradic ng myself. I have business owners come to me
all the me asking me to sell their business, but they have not considered how that will
eﬀect their overall ﬁnancial and life plan! I can sell your business, but will the pot of gold
meet your life goals and needs? As an advisor, I prefer to avoid the comments from my
sellers, a er a couple of years past the closing, that “we sold the business too low.” Those
thoughts come from not knowing what was needed in the ﬁrst place. So, how do you ﬁgure
out this info and make sure you are selling the business for the best price? You visit Monte
Carlo!
Con nued to page 3
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Multiples…(cont.)
Mul ples con nue to remain strong in all categories, at or near market peak in
some sectors. Year-over-year, mul ples were generally stable or increasing in most market sectors, however advisors do not predict addi onal mul ple growth in 2019.
Seller-market sen ment is on the rise in the Lower Middle Market with more advisors describing Q4 2018 as a “Seller’s Market” than a year ago. 2018 marks the ﬁrst
full year in which four of the ﬁve market segments have been described as a seller’s market. According to David Ryan, Advisor with Upton Financial Group in CA, “Demand is
outstripping supply...we’re seeing mul ple oﬀers whenever a high-performing business
comes on the market, and buyers are dealing with heavy compe on.”
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“...we’re
seeing
multiple
offers…
heavy
competition”

Q&A

Q: Do I need to provide monthly ﬁnancials to poten al

buyers or are annual tax returns with requested extensions
good enough?

A: Most M&A Intermediaries will send the poten al buyer adjusted or normalized ﬁnancial statements as a part of the buyers package once they have
signed a non-disclosure agreement. This gives the poten al buyer a good
idea of the overall ﬁnancial stability of your company. But as the nego a ons
move forward it is good to give the buyer monthly ﬁnancials so that any seasonality that might exist in your cash ﬂow can be iden ﬁed ahead of me so
there are no surprises for the buyer once the deal is done!
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...Continued from page 1

Now, before you buy your plane ckets, you need to know that I am not talking about the city
of Monte Carlo. I am actually talking about ﬁnancial planning for you and your family. You need to
meet with a ﬁnancial planner and determine what the chances are that you will have the savings you
need to live your required lifestyle from the money you already have combined with the proceeds
you will receive from selling the business.
Please look at the example chart below. The ﬁrst spike represents when a young seller sells the
majority of their business. The spike was not huge because they had already discovered what the
true market value of their business was and that value was included in their net worth already. Then
say they buy their dream home and start gi ing some of their investments to their children and charies. That represents the decline in the net worth in 2023. They decided they are
s ll too young to re re so they con nued to work with the buyer having main“ ..you
tained a minority posi on in the company.
need to
Finally, you re re, and if you are fortunate your investments will con nue to
grow, but eventually you start ea ng into your saving’s principal. Your plan is to
plan
have enough money to carry you through to the funeral home!
ahead
The chart shows you that you need to plan ahead. In this example, the Seller
… your
does not plan to sell un l 5 years out and then keeps a minority por on of their
numbers
company! That is a long me from now. If you are burned out and need to sell,
are the
ﬁne… but if you need to hold onto your business as a job un l you can aﬀord to
key.”
re re, understand your numbers are the key.
Selling
your business is just a small
por on of your ﬁnancial life
plan. Plan well!... OK …
please—just plan! Please feel
free to call Capital Endeavors
for any contacts you might
need in the ﬁnancial planning
arena. We have just the right
ﬁnancial planner we can put
you in contact with. We are
here for you now and ready
for you when “the me is
right” to sell your business—
now or later.
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2018’s Active Buyers
In 2018 the Main Street market was dominated by individual buyers comprising 78% of the deals
while in the Lower Middle Market individual buyers competed right alongside exis ng companies
for their share of the deals—each with 34% - private equity accoun ng for 25% of the acquisi ons.
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