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

The national 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 Q1 2019 survey was
completed by 292 business
brokers and M&A advisors.
Respondents completed 257
transactions this quarter.
Continued to next page

What Makes Buyers and Sellers Trust One Another?
The process to sell a business and a Buyer's response have changed over the past
several years. Today's Buyers are more sophisticated in their decisions. It is common
to lose a Buyer's interest to other opportunities if the Seller is unwilling to offer
clear, consistent and accessible company records.
The process to sell a business takes much longer now than when I entered the business brokerage industry in 1995. Buyers are generally more careful in their purchases than they were before. And this comment takes into consideration that there is
now quite a bit of money waiting on the sidelines for a great deal and there are still
many businesses that have still not yet peaked from the great recession and are reluctant to go to market. It is still a seller’s market.

But one thing holds true, each day we get a little older, and the owner that wanted
to sell a few years ago and did not, has…gotten older. You cannot take the business
with you when you move from this life. Those that were 65 and ready to retire are
70 plus now. For some this is when they are buying…but for most, they would prefer
a slower pace in life and enjoy new adventures and renewed relationships. Life is a
precious gift, and balancing how one is to provide for their family financially and how
they need to provide their family and friends with time is quite delicate.
Continued to page 3
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Multiples…(cont.)
This is the 28th edition of this quarterly report. Multiples continue to remain
strong in all categories, although no sector came in at or above peak. The largest market
sector reached a median multiple of 6.0, just shy of Q1 last year.
Over the last six years, multiples in Main Street have varied within about a 10%
range. However, the lower middle market has variations of 2.5 times that, or roughly
25%. “Looking at the multiples, we can see that below the $5 million mark they stay fairly
consistent within a much tighter range,” said David Ryan, advisor with Upton Financial
Group. “However, the larger companies that go to market without a set asking price have
a greater opportunity to achieve higher multiples, particularly as these businesses are
more apt to be purchased by private equity or an existing company with synergies.”
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$2MM - $5MM

4.3
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5.3
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$5MM - $50MM
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6.1

5.3

5.5
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We are proud to announce that
David Still has been awarded The
Merger & Acquisition Master
Intermediary (M&AMI) certification.
M&AMI is an elite designation that
affords professional growth and
marketability unlike any other in
the M&A profession.
Successful completion of the
M&AMI certification process
significantly distinguishes M&A
professionals within their field.
The M&AMI is the only designation
to require both educational credits
and the successful completion of
multiple middle-market
transactions.

Q&AQ:
A:

If I own the building, should my Company
pay rent?

Not only can this be a great tax strategy and legal

strategy, but making sure your company is paying market
rent is key to understanding what is really making a reasonable profit, your company or your real estate. Too many
times a business owner thinks their business is profitable
when in actuality, it is the real estate that is profitable and
therefore has the larger value.
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...Buyers and Sellers Trust One Another

...Continued from page 1

Just recently, when asking a Seller for a good bit of financial and organizational info, they told me
“That is just too much information to gather. Bring me a Buyer and then we can pull all that info together.” I encouraged the Seller to give it to me prior to bringing a buyer as “Time Kills All Deals”.
Buyers get very frustrated when they are not given information to make an educated and wise offer,
so they gravitate to the deal that gives them more TRUST.
Trust is the key word in any deal. It may be hard to define, but without this, no deal will come to fruition that will stay together and not end up in court. To keep from getting caught in an even longer
process or prevent losing a Buyer all together, here are some tips on how to keep your information as
a Seller ready for a potential Buyer.

“Trust is the
1. Clean Books and Records: Generally, add-backs tend to scare buyers.
key word in
They convolute what the buyer is interpreting and give them uneasy
expectations of what other add-backs may pop up after the deal is
any deal.
complete. Be consistent where expenses are shown. One-time expenses
...without
and discretionary funds do nothing to improve your marketability.
this no deal
2. Clean Assets List: Excess assets lower the return on your company,
will come to
ultimately slowing down your process to sell because you are having to
fruition…”
sell back assets.
3. Consistent Financial Format: Keep your year to year financials organized
in as consistent form as possible. This prevents confusion for a Buyer and reduces the fear
of unexpected cost. Breakdown your service/project types according to your business. For
instance, if you have a landscape company you most likely have a significant amount of equipment running on fuel, such as trucks. To keep these numbers clear, you could show your gas
expenses in two lines, Gas - Trucks and Gas - Equipment. This will show that a large portion of
the Gas expense is used specifically for your trucks and let the potential buyer have a better
grasp on specifically where they can expect their money to be spent as a new owner.
4. Employees that have a strong history with the Company and are not looking to leave.
5. Future sales and profits that are double digit.
These are the top five points to hit. Trust and obey these commands from the market if you want
to close a deal sooner than later. As a Seller, you are in control.
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Know Your Buyer
$1MM - $2MM: BUYERS IN THIS SECTOR TEND TO BE:
 Existing companies (34%), serial entrepreneurs (34%), or first time buyers (21%)
 Motivated

to buy a job (38%) or gain horizontal add-on (31%)
 Located within 20 miles (48%) or more than 100 miles (28%) of the seller’s location

$2MM - $5MM: BUYERS IN THIS SECTOR TEND TO BE:
 Existing companies (45%), first time buyers (25%),

or serial entrepreneurs (15%)
 Motivated to acquire a horizontal add-on (50%), realize better ROI than other investments
(20%), or buying a job (20%)
 Located within 20 miles (40%) or more than 100 miles (35%) of the seller’s location

$5MM - $50MM: BUYERS IN THIS SECTOR TEND TO BE:
 Existing companies (36%), PE firms seeking a platform acquisition (19%), or PE firms seeking an

add-on acquisition (29%)
 Motivated to acquire a horizontal acquisition (79%) or achieve better ROI (14%)
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