
Pepperdine Graziadio Busi-
ness School. 
 
      The Q2 2019 survey was 
completed by 288 business 
brokers and M&A advisors.  
Respondents completed 260 
transactions this quarter.  
 
               Continued on next page 

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 re-
source to business owners 
and their advisors. The IB-
BA and M&A Source pre-
sent the Market Pulse Sur-
vey with the support of the 
Pepperdine Private Capital 
Markets Project and the 

When a seller wishes to sell their business, they have different markets to which they can 
sell.  Without getting too much into the weeds, let’s just divide the market into two different 
halves.  One half represents the “financial buyer”.  This buyer is typically new in the industry 
and will only be able to pull value from the business based on the seller’s company profits.  
With many “Main Street” businesses, this is your typical buyer…the corporate refugee, the 
person who knows how to run a business but does not have specific industry knowledge or 
synergy.  This buyer brings money to the table with a willingness to learn the industry.  They 
are determined to make a better product or service based on their personal skill set. 

Some sellers, however, have the ability to sell to a synergistic or investment buyer. These 
sellers can sell to a business partner, a family relative involved in the business; an industry 
buyer outside of the geographic market or even…yes…more than often…the dreaded COM-
PETITOR! 

Sometimes, this investment buyer will put down the same amount of cash at closing as the 
financial buyer…or maybe a little more, but the balance will be seller financing in some form 
or another.  Seller financing is a promissory note from the buyer to the seller for a set 
amount paid out typically monthly with terms that reflect an interest rate.  Depending on  
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Accept Seller Financing With Eyes Wide Open 

V O L U M E  2 0 1 9 - Q 3  

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 

C a p i t a l  E n d e a v o r s ,  I n c .  

D a v i d  R .  S t i l l   M & A M I ,  C B I  

w w w . c a p i t a l e n d e a v o r s . c o m

( 7 7 0 )  9 6 2 - 8 3 9 9  

  
Q2 2019          
Cash at 
Close 

Seller  
Financing 

Earn 
Out 

Retained 
Equity 

  

Q2 2018      
Cash at 
Close 

Seller  
Financing 

Earn 
Out 

Retained 
Equity 

           

<$500K 87% 12% 1%   83% 12% 1%   

$500K-$1MM 84% 10%   81% 16% 3%   

$1MM-$2MM 85% 8% 3% 1% 80% 17% 7% 2% 

$2MM-$5MM 83% 8%   82% 14% 6%   

$5MM-$50MM 94% 4% 1%   80% 15% 3% 15% 
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“...Buyers 

are more 

interested    

in future 

potential 

profits 

than they 

are with 

Total 

Revenue” 

 

Q&A

Multiples…(cont.) 
Multiples continue to remain strong in all categories, although only the $5-$50 million sec-

tor came in at or above peak.   

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%.   

                 

                  Q: What is the number one thing that most Buyers are looking for? 

 A:  Future Cash Flows.  Many business owners focus on Total Sales.  This is good     

in the fact that you have to have sales before you have profit.  It is also true that your    

costs are fixed at a certain point and you need that level of sales to stay in business.  

However, once you have accomplished these two criteria, Buyers are more interested    

in future potential profits than they are with Total Revenue.  The only real exception      

to this are those Synergistic Buyers who are looking for market share.  Therefore,         

understand your Buyer market and keep your focus on what creates the most equity     

for your stockholders. 

Q: When I sell my business, I want to keep my desk and my company truck.  Will 

there be any problem with this? 

A:  Typically not, but remember, when you sell your company, all the assets that  

generate revenue go with the sale.  Therefore, you may have to reduce your purchase 
price by the amount it takes for the buyer to replace these items.  However, if for        
example, the truck was not used by the company, then chances are the replacement  
cost of the truck will not be deducted from the business purchase price. 

  2019 2018 2017 2016 2015 2014 

  Q2 Q2 Q2 Q2 Q2 Q2 

MEDIAN MULTIPLE PAID (EBITDA) 
$2MM - $5MM 4 3.8 4.3 4 4 4.5 

$5MM - $50MM 5.9  5.9 5.4 5.1 5 5.4 
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      the strength of the seller, this interest rate can be below market or above market standards.  Another form      
of seller financing is the “earn-out”.  This level of seller financing is based upon the company, under the guidance 
of the new owner(s) hitting certain revenue or profit levels that the parties have agreed to up front.  If the levels 
are hit, the seller is paid more on a monthly, quarterly, or annual basis.  If the levels are not hit, the seller is paid 
nothing or little. 

Definitions of the terminology in the contract are paramount!  What is revenue, gross profit, net profit, seller’s 
discretionary income?  Make sure all parties clearly set the formula up front to avoid frustrations and lawsuits in 
the future. 

As you can see in the chart on page 1 seller financing requirements dropped significantly year-over-year. Seller 
financing reached an all-time low of just 4% in the $5M-$50M sector, since the survey began in 2013. 

I personally have sold businesses I have owned with some seller financing and all went well…because believe 
me…all was clearly defined and the seller and the buyer trusted each other.  If you do not trust the other par-
ty….walk away or be satisfied with what you have been given up front…whether you are the seller or the buyer!  
At some point in the deal, you have to trust who you are dealing with.  Again, when you do not trust the other 
party…walk away!  Life is too short and profits in the short run will not cover you in the long walk of life! 

 

                Sellers Need to Plan Ahead 
Retirement continues to lead as the number one reason to sell across all sectors,   fol-
lowed by   Nevertheless, the majority of Main Street owners fail to 
plan for the sale of their business.  Advisors  that 85% of business ers in 
the <$500,000 sector conducted no formal planning and did not meet with any 
of advisor prior to Lower Middle Market owners were more pro-
active, although nearly a  in  $5M-$50M sector also failed to  

 
owners  who do plan, only a few are working with any kind of professional advisor CPA, 

w  attorney,  to exit a year or more in advance.   Baby Boomers are aging out 
 their businesses. The Exit Planning stitute estimates her  more than 4.5 million expected  

transition in the next 10 in the U.S.,” said vid Ryan, advisor with Upton Financial Group.  business 
owners who don’t plan ahead may not exit on their own terms. They may have to accept a w price or 
take on a lot of seller or earn outs, if they sell at  
 

 could see a shift in mand as more Boomers go to market,” Ryan continued.                    
       market dynamics and create some real pain points for retiring er business owners.                                
 Business owners who  prepared and built a designed to sell—those are  ones                  
   who will come out ahead with a sizeable payday.” 

 

“..Baby 

Boomers are 

aging out of 

their 

businesses..” 

   ... Seller Financing in Today’s Market                   ...Continued from page 1 



 

 

 

 
            

© 2019.  No part of this newsletter may be reproduced or redistributed without the express written permission of the copy write holder.  Although the information in this newsletter is  
believed to be reliable, we do not guarantee its accuracy, and such information may be condensed or incomplete.  This newsletter is intended for information purposes only, and it is not 

intended as financial, investment, legal or consulting advice. 

      Know Your Buyer  
$1MM - $2MM: BUYERS IN THIS SECTOR TEND TO BE: 

 First time Buyers (31%), serial entrepreneurs (31%), or existing companies (29%) 

 Motivated to gain a horizontal add-on (36%), buy a job (29%), or realize better ROI than other 

investments (20%) 

 Located within 20 miles (57%) or more than 100 miles (23%) of the seller’s location 

$2MM - $5MM: BUYERS IN THIS SECTOR TEND TO BE: 

 Serial entrepreneurs (38%), first time buyers (31%),  or existing companies (31%) 

 Motivated to buy a job (20%), gain a horizontal add-on (31%), or realize better ROI than other 

investments (15%) 

 Located within 20 miles (39%) or more than 100 miles (31%) of the seller’s location  

$5MM - $50MM: BUYERS IN THIS SECTOR TEND TO BE: 

 Existing companies (54%), PE firms (31%), or serial entrepreneur (8%) 

 Motivated to acquire a horizontal add-on (54%) or vertical add-on (31%) 

 Located more than 100 miles (62%) of the seller’s location, within 100 miles (39%) 


