
Pepperdine Graziadio Busi-
ness School. 
 
      The Q4 2020 survey was 
completed by 300 business 
brokers and M&A advisors.  
Respondents completed 273 
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 IBBA 
and M&A Source present 
the Market Pulse Survey 
with the support of the Pep-
perdine Private Capital  
Markets Project and the        

Overall Atlanta is the 8th fastest growing large city in America ranking 57th overall and 8th for 
‘large-city’ growth according to patch.com statistics.  The regions population growth from 
2010 to 2018 was the 4th highest in the nation. 

Real estate markets operate in cycles and we are currently in the expansion phase of the 
cycle.  During the expansion phase the market is in an upswing due to the growing demand.  
New construction occurs during this phase as well as during the phase that will follow which 
is called the hypersupply phase. 

If you are thinking of selling your company- know that most buyers are not willing to pay a 
multiple of EBITDA based on most recent trailing 12 months financials in the current expan-
sion phase as this may be unsustainable over the long run.  Most buyers will look at an aver-
age of the last three fiscal years or three years of trailing 12-month periods. 

You typically can obtain higher multiples if you have had sustainable growth over the last 3-5 
years. Do not be surprised when asked for 5 years of financials when a prospective buyer is 
doing due diligence.  The key for the buyer is sustainable growth.  The buyer will also be 
looking at trends and in what direction the market/industry is trending.  For example, possi-
bly they can sustain the current growth for one more year but what happens in years two 
through five after they have purchased your business?  Buyers pay based on what they per-
ceive future profits will be of a company. 

Another consideration for the potential buyer – can your business model be replicated in 
other cities or geographic areas.  This will make your business more attractive as the pro-
spective buyer can see expansion as a way to increase sustainable profitability. 

For the lower middle market, the multiples for construction related businesses on sustaina-
ble EBITDA are running in the 3-4 range with some terms possibly being required.  On Main 
Street the multiple is running 2-3 of SDE. 
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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, & 2019      

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  
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“...Buyers 

are more 

interested    

in future 

potential 

profits 

than they 

are with 

Total 

Revenue” 

 

Q&A

Multiples…(cont.)  

According to the Market Pulse Report valuations for small and medium businesses held strong in 2019, 

remaining at or above market peaks. During 2019 median multiples never varied more than 0.2 points 

in any market sector with Q4 ending on par with the prior year.   

Generally, business brokers and M&A Advisors expect more of the same in 2020. And while they do 

expect closings to increase they only foresee a small uptick in multiples this year. 55% of advisors pre-

dict an increase in the volume of deals under $50 million but only 7% expect an increase in multiples. 

                Q:Do I have to sign a non-compete agreement when I sell my business? 

A:Typically, the answer to this question is yes.  The buyer is purchasing the estimated future 

cash flow of the business.  If they just needed similar fixtures, furniture, and equipment of the 

business, the buyer could assemble those assets and    start their  own business.  However, by 

buying an on-going business, they are hopefully obtaining a positive cash flow stream into the 

near future.  The buyer does not want that cash flow to disappear and it will evaporate if the   

Seller can take all the customers away from the buyer and start up a new business.  If this hap-

pens, what did  the buyer purchase?  The buyer wants to protect the cash flow they are buying 

and it is normal and customary for the Seller to sign some form of a non-compete agreement. 

Q: Can I sell part of my business and keep a portion of the business? 

A:  It depends.  Typically, if you have best practices with your accounting systems and can 

easily show a buyer separate revenues and expenses for the various divisions  of your company  
it will not be a problem.  If you cannot prove to a buyer what your true revenues or expenses   
are for the product or division, the value you will be able to derive will definitely be weakened. 

2019 2018 2017 2016 2015 2014
Q4 Q4 Q4 Q4 Q4 Q4

$2MM - $5MM 4.3 4.3 4.3 4.8 4 4.6

$5MM - $50MM 5.8 5.8 5.5 5.5 5.1 5

MEDIAN MULTIPLE PAID (EBITDA)



P A G E  3   

 

 

  

 

     

      

    Customer concentration continues to push down value so minimize any customers you have representing                         

10% or more of your revenue buy pushing to obtain multiple smaller customers to balance everything for a poten-

tial buyer.  

Develop an exit strategy plan and then work the plan.  When you walk out the door for the last time, you will be 
smiling! 

 

 

When you are selling your business, you will undoubtedly encounter buyers who want too much information too 

soon.  They occasionally get the cart before the horse and want to spend time and money conducting their due 

diligence before they even know if you will agree to a price that they feel is reasonable. Therefore, the best way  

to save time and money – and one’s sanity – is to know what size of a deal the prospective buyer can command 

based on their financial strength and then give them some basic information about your company such   as; 1) a 

summary of your financial statements for the past three years; 2) a summary description of the products and/or 

services your business provides; 3) the general geographic location of your businesses operations; 4) the basic or-

ganizational structure with a simplified resume on your key employees; 5) a basic understanding of your customer 

and sales base; 6) a basic understanding of the condition of the assets that are producing the income stream and  

if there are any assets that you are selling that do not produce income; 7) a non-detailed description of the inven-

tory and how often it turns (assuming that a physical inventory is taken at least once a year); 8) the basic infor-

mation on any leases of equipment and buildings that are required to operate your company; 9) make sure that 

the prospective buyer is aware of who the competition is in the market and how your company is perceived in   

the marketplace in general; and 10) decide if you would you be interested in offering any  seller financing. 

Once you have given the prospective buyer all of this information in summary format, they will have what they 

need to offer you a Letter of Intent or Term Sheet.  Once this has been done and you have accepted – then you 

would meet with them and allow then a tour of your facility and to meet key employees, and ask your accountant 

a million questions. It is at this point they would have their attorney draw up a contract, review the subsidiary 

journals, talk with your vendors and spend endless hours second guessing themselves. 

Their non-binding LOI or Term Sheet will allow them to make an offer expecting your business to meet certain                  

contingencies that can be satisfied during their due diligence period, which as you can see comes  after much has     

 gone on culminating with an LOI or Term Sheet.  

   Remember – kill a bad deal fast, if it is not going to happen anyway.  Life is too short….enjoy! 
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      Know Your Buyer  
$0MM - $2MM: BUYERS IN THIS SECTOR TEND TO BE: 

 First time Individual Buyers (43%), serial entrepreneurs (31%), existing companies (23%), or 

Private Equity firm Add On (12%) 

$2MM - $50MM: BUYERS IN THIS SECTOR TEND TO BE: 

 Existing companies (40%), first time Individual Buyers (18%), Serial Entrepreneurs (13%), Pri-

vate Equity firms (13%) or Private Equity firm Add On (12%) 


