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Deal volume under $100 million decline, while deals greater than $100 million 
increase
US M&A transactions under $500M

In H1 2024, the U.S. lower middle market experienced a decline in deal volume 
compared to the same period in 2023. According to Robert W. Baird & Co., the 
number of deals decreased by 22.4%, with 1,382 transactions in H1 2024 compared 
to 1,780 in H1 2023. Interestingly, the primary contributor for the year-over-year 
decline was transactions under $100 million. Transactions between $100 million 
and $1 billion have experienced a year-over-year increase of 6.2%, due to greater 
debt availability and competition among buyers and senior lenders to deploy capital 
for higher quality credits amidst limited deal volume.

Based on our experience, increased deal volume for transactions above 
$500 million bodes well for future activity in $100 million to $500 million 
transactions. If the past is any indication of future performance, CIBC expects the 
outlook for transaction volumes to be positive for the remainder of 2024 and into 
2025.

Despite the decrease in the total number of deals, the total deal value increased 
7.7% in H1 2024 compared to the previous year. According to Robert W. Baird & 
Co., this was primarily driven by transactions between $100 million and $1 billion, 
which saw deal value increase by 11% in Q2 2024. This increase suggests that 
while fewer transactions occurred, the deals that did close received premium 
valuations. We have seen an increase in valuation multiples for strategic add-ons 
compared to previous years driven by scarcity of quality assets.
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Source: Robert W. Baird & Co.

US M&A deal value
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PE exit activity remains tepid

Source: Pitchbook.

PE exit activity by quarter

H1 2024 PE-backed exits essentially remained flat compared to the same period in 2023, but below pre-COVID levels.  In addition, many of the exits in 2024 have not been full 
exits, with sellers rolling meaningful equity to align with a PE buyer to share risk on high-growth companies being sold after short hold periods.  This trend indicates a cautious 
approach by both buyers and sellers, as they navigate a market that is still recovering from the disruptions caused by the pandemic and resulting fallout.

The exit environment has been supported by improving lending conditions, which have facilitated larger acquisitions.  According to Pitchbook, in H1 2024, the disclosed deal 
value of sponsor acquisitions rose by 34%, even though the overall deal count declined by 14%.  This reflects larger transactions ($100 million to $1 billion) trading at higher 
multiples, as PE firms seek to optimize returns amidst a competitive and evolving market landscape.



Valuations remain at premium levels
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Quarterly average EBITDA multiples for $10mm - $500mm LBOs Annual average EBITDA multiples for $10mm - $500mm LBOs

Valuations in the U.S. lower middle market remain at premium levels in Q2 2024, 
following a period of reset after the 2021 and early 2022 “feeding frenzy.”  According 
to GF Data®, the average valuation multiple for sponsor-backed lower middle market 
leveraged buyout transactions (“LBOs”) in Q2 2024 was approximately 7.4x EBITDA, 
which is slightly higher than the 7.2x EBITDA observed in the second half of 2023.  
This increase suggests buyers are becoming more confident in their assessments of 
company forecasts, although the market remains cautious regarding the economy.

There has been a narrowing of the valuation gap between buyers and sellers.  
Another interesting observation is the improved maturity and normalization of 
market valuations, resulting in tighter ranges of indications of interest received.  
GF Data® notes that the spread between the average high and low multiples for 
LBOs has decreased, indicating a more aligned view on valuation multiples among 
market participants.  As a result, final buyer selection often comes down to industry 
expertise, operating partner relationships, committed capital, and ability to close 
quickly.

LBO valuations in the lower middle market remain at a premium compared to 
pre-2018 to pre-pandemic levels. The current environment is characterized by 
a more disciplined approach to pricing, with buyers focusing on the quality and 
resilience of target companies.  As the market volume continues to recover, we 
expect valuations to remain stable, with a potential for gradual multiple expansion 
as confidence in the economy and target performance increases.

Source: GF Data®

“As a result, final buyer selection often comes down 
to industry expertise, operating partner relationships, 
committed capital, and ability to close quickly.”



Valuation multiples continue to show volatility
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Average EBITDA multiples for LBOs by industry Average manufacturing EBITDA multiples for $10mm - $250mm LBOs

The manufacturing sector, a meaningful component of the lower middle market, saw 
valuations improve in H1 2024.  However, manufacturing multiples have reset after 
the supply chain and reshoring premiums paid to high-growth winners that capitalized 
on those trends and sold in 2021 and 2022.  Manufacturing multiple expansion 
was particularly notable in smaller deals, which recorded a 0.6x increase in average 
valuation compared to 2023.  Deals valued between $50 million and $100 million 
experienced an even more substantial valuation rebound, with average multiples 
increasing 3.0x EBITDA from 7.0x to 10.0x.

Conversely, the business services sector maintained a stable average multiple of 
7.2x, consistent with post-COVID averages, indicating a steady demand for what are 
perceived as recession-resilient businesses against a backdrop of broader economic 
challenges.

There was a decline in average EBITDA multiples for companies in the healthcare 
industry, dropping from 8.9x in 2023 to 7.2x in 2024.  This decrease reflects elevated 
interest rates increasing the real expenses of facility-based healthcare, as well as 
potential regulatory changes impacting future enterprise values.  Despite these 
challenges, the sector remains attractive due to its essential nature and steady 
performance.

Source: GF Data®

Industry 2003 – 2019 2020 2021 2022 2023 H1 2024

Manufacturing 6.2x 6.7x 7.1x 7.3x 6.5x 6.8x

Business services 6.7x 7.1x 7.3x 7.4x 7.2x 7.2x

Healthcare services 7.4x 7.6x 8.1x 8.4x 8.9x 7.2x

Retail 7.0x 6.5x 8.3x 8.0x 6.0x 6.4x

Distribution 6.6x 7.5x 7.2x 7.2x 7.1x 7.2x

Media & Telecom 7.6x 8.3x 7.0x 9.1x 7.8x 7.3x

Technology 8.5x 7.6x 10.3x 8.1x 10.2x 7.2x

Enterprise value 2003 – 2019 2020 2021 2022 2023 H1 2024

$10mm - $25mm 5.6x 5.9x 6.0x 6.2x 5.4x 6.0x

$25mm - $50mm 6.1x 6.6x 6.8x 7.2x 6.5x 6.2x

$50mm - $100mm 6.9x 7.7x 8.0x 8.3x 7.0x 10.0x

$100mm - $250mm 7.7x 7.4x 8.5x 9.0x 8.6x 7.6x

Total 6.2x 6.7x 7.1x 7.3x 6.5x 6.8x



Debt Markets
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Rolling quarterly average LBO debt multiples for $10mm - $500mm LBOs Debt/EBITDA multiples on all PE BSL-funded deals

According to GF Data®, average total debt for deals improved slightly, averaging 3.7x 
EBITDA in H1 2024, up from 3.6x in 2023.  Senior debt leverage also saw a modest 
increase, reaching an average of 3.2x EBITDA compared to 2.9x the previous year.  
The improvement in leverage indicates a slight easing in the credit markets.

Sources: GF Data®, Pitchbook

In the first half of 2024, Debt/EBITDA multiples for all PE broadly syndicated loan 
(“BSL”) deals have shown some improvement, reflecting a cautiously optimistic 
outlook in the leveraged finance market.  According to Pitchbook, the debt/
EBITDA ratio for BSL-funded deals increased to 5.2x in Q2 2024, up from 4.8x in 
the previous year.  This increase suggests a gradual easing of credit conditions and 
the reemergence of regional banks, allowing for slightly higher leverage in H1 2024 
compared to the tighter conditions observed throughout 2023.
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Sources: GF Data®

Senior debt pricing declines

Senior and subordinated debt pricing All-in debt pricing

In 2024, debt pricing in the U.S. lower middle market has been influenced by several 
factors, including interest rate trends and the availability of capital. According to GF 
Data®, senior debt pricing has seen a modest decline, with the average senior debt 
coupon dropping to 9.3% in Q2 2024 from 9.4% in Q1 2024, a significant decrease 
from the 11% average recorded in Q4 2023. This decline reflects the tightening of 
spreads and competition from traditional lenders, which has lowered pricing from 
direct lenders.

Despite the decrease in senior debt pricing, the overall cost of debt remains 
relatively high compared to historical averages.  Subordinated debt has 
experienced a slight increase in average coupon rates, rising to 11.8% in Q2 2024 
from 11.7% in Q1 2024.  This increase is driven by associated fees and, to a lesser 
extent, by payment-in-kind (PIK) notes, which have contributed to an all-in 
average subordinated debt pricing of 14.4% in the first half of the year. These 
trends indicate that while there is some relief in senior debt pricing, the cost 
of subordinated debt remains elevated, reflecting ongoing caution in the credit 
markets.

Enterprise value Coupon PIK Total

$10mm - $25mm 11.4% 4.2% 15.6%

$25mm - $50mm 12.0% 2.2% 14.2%

$50mm - $100mm 11.4% 2.6% 14.0%

$100mm - $250mm 11.7% 2.8% 14.5%

Total 11.7% 2.7% 14.4%
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Source: Pitchbook

Business services transaction volume declines, but remains an attractive sector

US business services M&A transactions

In H1 2024, business services deal volumes declined by 18.4% compared to the same 
period in 2023, according to Pitchbook.  This decline reflects a challenging dealmaking 
environment, including elevated interest rates and the lack of quality assets 
transacting.  Despite the overall year-over-year decrease, the annualized number of 
transactions in H1 2024 continues to exceed pre-COVID peaks.

Buyers continue to be attracted to business services companies due to several factors.  
The digital transformation in business services has heightened interest, as companies 
seek to optimize operations and remain competitive.  Companies are increasingly 
outsourcing non-core activities to specialized service providers to focus on their core 
competencies.  Business services companies provide their customers with external 
expertise, reduced costs and improved efficiency; making them recession-resilient.  
Once an activity is outsourced, it becomes difficult to bring back in-house, which 
creates sticky customer relationships.
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Business services valuations remain steady overall

Average business services EBITDA multiples for $10mm - $250mm LBOs

According to GF Data®, valuations for lower middle market business services 
transactions showed some interesting trends in H1 2024 compared to the same 
period in 2023.  The overall average multiple remained steady at 7.2x EBITDA in H1 
2024, matching the average for full-year 2023.  However, there was notable variability 
across different size tiers within this range.  There was also a limited data set for 
transactions in H1 2024.

The smallest deals, valued between $10-25 million, saw an increase in average 
multiples from 6.1x in 2023 to 6.7x in H1 2024.  Interestingly, larger transactions in 
the $50-100 million range saw a slight decrease from 8.2x to 8.1x, while the $100-250 
million segment experienced a significant drop from 11.2x in 2023 to 9.1x in H1 2024.  
This variability across size tiers reflects differing market dynamics, with smaller deals 
potentially benefiting from increased competition among buyers looking to deploy 
capital, while larger transactions may have faced more scrutiny and conservative 
valuations due to economic uncertainties and tighter financing conditions.

Source: GF Data®

Enterprise value 2003 – 2019 2020 2021 2022 2023 2024

$10mm - $25mm 5.6x 5.8x 6.0x 6.6x 6.1x 6.7x

$25mm - $50mm 6.7x 7.0x 7.2x 6.9x 7.0x 6.7x

$50mm - $100mm 7.9x 7.6x 8.5x 8.6x 8.2x 8.1x

$100mm - $250mm 8.5x 10.0x 9.1x 9.8x 11.2x 9.1x

Total 6.7x 7.1x 7.3x 7.4x 7.2x 7.2x
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Public business services companies have generated mixed returns

Business services segments vs S&P 500

Publicly traded facility and industrial services, as well as education and training 
companies, outperformed the S&P 500 during the trailing 12-month period ended 
June 30, 2024, while other business services segments have underperformed.  
Facility and industrial services have continued to benefit from outsourcing trends 
and organizations looking to focus on core operations.  Education and training have 
benefited from the growth in online learning and demand for private educational 
services following disruption during COVID.
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CIBC US Middle Market at-a-glance

Highlights

Nationally recognized middle market investment banking 
team with global reach.

Experienced and talented team has completed hundreds of 
transactions representing billions in transaction value

Clients include private companies, private equity funds, and 
corporations.

Differentiated approach to achieving client goals through 
disciplined and transparent transaction processes.

Investment banking services

M&A Advisory

• Execute transactions up to $500 million in enterprise value
• Specialize in sell-side transactions
• Conduct targeted buy-side advisory services

Capital Placement

• Raise up to $250 million in debt and/or equity
• Provide capital structure advice for management buyouts 

and recapitalizations

Financial Advisory

• Strategic alternative analyses
• Special situations transactions

Focus industry verticals

• Consumer • Business Services • Healthcare • Industrials • Software & Technology
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Recent CIBC US Middle Market transactions

Auto DS

has been acquired by

Fiverr

EarthLite

 
a portfolio company of

Branford Castle Partners

has been acquired by

Valesco Industries

Nello Corporation

a portfolio company of

Beckner Clevy Partners

has been acquired by 
management and

Main St Capital Corporation

Athletica Sport Systems

a portfolio company of

Fulcrum Capital Partners

has been acquired by

Reichmann Segal Capital Partners

Stainless Foundry & 
Engineering, Inc.

a portfolio company of

Guard Hill Holdings

has been acquired by

Ashland Capital Partners

Best Rx Pharmacy Software

has been acquired by

RedSail Technologies

a portfolio company of

Francisco Partners

Vapor Power International

a portfolio company of

Stone Pointe, LLC

Midwest Mezzanine Funds

has been acquired by

Thermon

Armor Animal Health

 
a portfolio company of

Goldnerhawn

has been acquired by

VSI

UFS Bank Technology Outfitter

 

has been acquired by

 
 

bv Investment Partners

Merlot Vango

a portfolio company of

Continuim Equity Partners

has been acquired by

Safe Fleet 
a portfolio company of 

Oak Hill Capital

Identiti

 
 
 

has partnered with

 

Keystone Capital

pfi InStore 
a portfolio company of 

CFB, KVCI, Diamond State 
Ventures, Mid States Capital L.P., 

Northcreek Mezzanine   
has been acquired by

Onward Capital  
and 

Merit Capital Partners
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Coverage
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James Olson
Executive Director
414 291-4552
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Director
414 291-4533
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Brian Howley
Director
414-291-4537
brian.howley@cibc.com

Michael Boedeker
Director
414 291-4544
michael.boedeker@cibc.com
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Director
414 291-3867
daniel.riley@cibc.com
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This communication and has been prepared by CIBC Capital Markets for discussion purposes only. The information contained in this document is strictly confidential and furnished to you solely for your benefit and internal use only. CIBC Capital Markets expressly disclaims any liability to 
any other person who purports to rely on it. These materials may not be reproduced, disseminated, quoted from or referred to in whole or in part at any time, in any manner or for any purpose, without obtaining the prior written consent of CIBC Capital Markets in each specific instance. 

This communication should not be construed as a research report. The information contained in this communication is not intended to constitute a “research report, statement or opinion of an expert” for the purposes of the securities legislation of any province or territory of Canada or 
“research” as defined in FINRA Rule 2241 by the Financial Industry Regulatory Authority (FINRA). Nothing in this communication constitutes a recommendation, offer or solicitation to buy or sell any specific investments discussed herein. However, this communication may contain links 
to CIBC Capital Markets research reports or notes. The materials described herein are provided “as is” without warranty of any kind, either express or implied, to the fullest extent permissible pursuant to applicable law, including but not limited to the implied warranties of merchantability, 
operation, usefulness, completeness, accuracy, timeliness, reliability, fitness for a particular purpose or non-infringement. The information and data contained herein has been obtained or derived from sources believed to be reliable, without independent verification by CIBC Capital Markets, 
and we do not represent or warrant that any such information or data is accurate, adequate or complete and we assume no responsibility or liability of any nature in connection therewith. CIBC Capital Markets assumes no obligation to update any information, assumptions, opinions, data or 
statements contained herein for any reason or to notify any person in respect thereof. The information and any analyses in this presentation are preliminary and are not intended to constitute a “valuation,” “formal valuation,” “appraisal,” “prior valuation,” or a “report, statement or opinion of 
an expert” for purposes of any securities legislation in Canada or otherwise. This printed presentation is incomplete without reference to the oral presentation, discussion and any related materials that supplement it.

The services, securities and investments discussed in this document may not be available to, nor suitable for, all investors. These materials do not (nor do they purport to) disclose all the risks and other significant issues relating to any of the securities, products or financial instruments 
described herein or any transaction related thereto. Nothing contained herein constitutes financial, business, legal, tax, investment, regulatory or accounting advice. Prior to making any investment in a product or financial instrument described herein, you should make your own appraisal 
of the risks from a financial, business, legal, tax, investment, regulatory and accounting perspective, without relying on the information contained herein, by consulting, if you deem it necessary, your own advisors in these matters or any other professional advisors. CIBC employees are 
prohibited from offering to change or otherwise influence any research report, rating or price target to any company as inducement for the receipt of any business or compensation.

CIBC Capital Markets is a trademark brand name under which Canadian Imperial Bank of Commerce (“CIBC”), its subsidiaries and affiliates including, without limitation, CIBC World Markets Inc., CIBC World Markets Corp. and CIBC World Markets plc, provide products and services to 
customers around the world. In the U.S., CIBC Capital Markets also provides investment banking services under the trademark brand name CIBC U.S. Middle Market Investment Bank. Securities and other products offered or sold by CIBC Capital Markets are subject to investment risks, 
including possible loss of the principal invested. Each subsidiary or affiliate of CIBC is solely responsible for its own contractual obligations and commitments. Unless stated otherwise in writing, CIBC Capital Markets products and services are not insured by the Canada Deposit Insurance 
Corporation, the Federal Deposit Insurance Corporation, or other.

CIBC Capital Markets and the CIBC Logo Design are trademarks of CIBC, used under license.


