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Deal volume declines

US M&A transactions under $500M

During Q1 2024, US lower middle market deal volume (under $500 million of 
enterprise value) declined 28% compared to the same period in 2023, according to 
Robert W. Baird. Deal volume was suppressed due to higher interest rates, persistent 
global conflicts, and inflation, collectively causing targets to experience poor financial 
performance and dealmakers to be more cautious, leading to valuation gaps between 
buyers and sellers, delayed processes, and broken auctions.

Looking ahead to the balance of 2024, the sentiment in the lower middle market 
appears cautiously optimistic. The potential decrease in interest rates later this year 
could make it easier for buyers to finance acquisitions and there are already signs 
debts markets are becoming more favorable. 

Historically, although the data shows no consistent pattern of deal activity or 
valuation trends shortly before or after elections, election years have influenced 
owners’ stated desire to consider selling their businesses due to potential changes in 
tax or economic policies. However, this time may be different: we are not observing 
business owners using the 2024 Presidential election as a catalyst to sell, possibly 
because both candidates have already held the office, and with some exceptions, the 
election result is not expected to have a material impact on business decisions or the 
economic health of potential sellers. 

Source: Robert W. Baird & Co.
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Continuation funds provide capital 
returns to aid private equity fundraising
US PE continuation-fund-related exit count 

Due to a challenging exit environment, continuation vehicles have seen a 
significant rise in popularity as an alternative path to provide cash returns to 
limited partners (“LPs”) for private equity (“PE”) firms. These vehicles allow a PE 
fund to transfer one or more assets from an existing fund that is nearing the end 
of its term into a new vehicle, providing existing LPs the option to cash out of their 
investment or roll their interest into the continuation vehicle. New investors are 
also often brought in to provide additional capital for the continuation vehicle.

The growth in continuation funds has been driven by several factors. On the PE 
fund side, they provide a way to extend the life of high-performing assets and reset 
economics. For LPs, they offer the opportunity to gain liquidity without a traditional 
exit like a sale or IPO, which have proven challenging due to rising interest rates 
and pockets of economic uncertainty. 

For the balance of 2024, the outlook for continuation vehicles appears robust. 
With a record amount of dry powder raised by secondary funds, an increasing 
number of PE-backed companies held longer than 5 years, and a challenging 
traditional exit environment, the conditions are ideal for liquidity or an extended 
hold period via a continuation vehicle.

Source: Pitchbook.
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Corporations are narrowing their strategic 
“core,” which is driving carve-outs
Carve-outs as a percentage of US PE buyouts

In Q1 2024, carve-outs amounted to 12.6% of all US PE buyout deals, marking a 
full recovery from the low of 5.7% in Q4 2021 and the highest share since Q2 2016 
when carve-outs accounted for 13.4%. There are several factors compelling 
parent companies to divest non-core assets, including underperformance, 
regulatory pressures, enhanced management focus on higher return on investment 
(“ROI”) divisions, the pursuit of higher stock market valuations by unbundling 
dissimilar businesses, and PE firms with expertise in executing complex carve-out 
transactions to unlock value.

While carve-out activity has grown, the proportion of carve-out deals within the 
broader PE buyout landscape is expected to stabilize rather than increase further. 
We expect carve-outs to stabilize as a percentage of the overall market as deal 
volume increases during the second half of 2024, driven by potential interest 
rate cuts and improved asset pricing. Nonetheless, carve-outs will likely remain 
an important tool for PE firms to deploy capital, especially in the middle market, 
as they navigate a challenging economic environment and seek to drive growth 
through operational improvements in carved-out entities.

Source: Pitchbook.
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Record levels of “dry powder” available for private equity firms to deploy

PE dry powder by vintage

The cumulative difference between the amount of commitments PE sponsors have 
from their investors and the amount of funds deployed, referred to as “dry powder”, 
has reached record levels in recent years. As of Q1 2024, $993 billion is available 
across all fund vintages, driven by robust fundraising of over $800 billion between 
2021 and 2023. The growth in dry powder reflects strong investor confidence in PE 
as an asset class, as well as a challenging deal-making environment that has left 
funds with ample capital to deploy.

However, the effect of available funds across vintages is not equal. Older vintages 
are under increasing pressure to invest their capital, with 26% of dry powder now 
four years old or older, up from 22% in 2022, creating a strong incentive for PE 
funds to accelerate their deal-making activities even if market conditions are not 
ideal. Newer vintages, particularly those raised at the peak of the market in 2021 
and 2022, may face challenges in deploying their capital at attractive valuations, 
potentially leading to longer holding periods and slower return of capital to 
investors.

Looking ahead, record levels of dry powder suggest the potential for a rebound 
in private equity deal activity in 2024, particularly if interest rates stabilize and 
economic uncertainty eases. Much will depend on the ability of PE firms to 
find attractive investment opportunities and generate strong returns in a more 
challenging environment. Firms that can adapt their strategies, focus on operational 
value creation, and take advantage of dislocations in the market may be best 
positioned to deploy their dry powder effectively and deliver strong returns to their 
investors.

Source: Pitchbook.
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Valuation multiples mixed

Average EBITDA multiples for $10M – $250M LBOs

During Q1 2024, lower middle market valuation multiples experienced a notable 
decline, although this trend was far from consistent among sectors. The average 
valuation for PE-backed leveraged buyouts (LBOs) dropped to 6.6x EBITDA, down 
from 7.2x in the fourth quarter of 2023, according to GF Data®. This decline was 
particularly pronounced in deals valued between $250 million and $500 million 
which decreased from 8.7x in Q4 2023 to 6.8x in Q1 2024 and less noteworthy for 
deals under $250 million which, on average, remained flat.

Several factors contributed to this downward trend in valuation multiples. The 
primary driver was the broader economic environment, characterized by high 
borrowing costs, macroeconomic concerns, and uncertainty over projected cash 
flows which led to a shift in buyer behavior, with increased discipline, a focus on 
lower levels of the middle market, and more conservative valuations.

Average EBITDA multiples for LBOs by industry

Industry 2003 – 2019 2020 2021 2022 2023 Q1 2024

Manufacturing 6.2x 6.7x 7.1x 7.3x 6.5x 6.1x

Business services 6.7x 7.1x 7.3x 7.4x 7.2x 6.9x

Healthcare services 7.4x 7.6x 8.1x 8.4x 9.0 6.4x

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

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

Media & Telecom 7.6x 8.3x 7.0x 9.1x 7.8x 8.8x

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

While there was an overall decline in lower middle market valuation multiples, 
there was considerable variability among sectors. Valuations for manufacturing 
companies declined from 6.5x in 2023 to 6.1x in Q1 2024, down from 6.5x in 2023 
but approximately in line with long term averages driven by ongoing economic 
uncertainties, supply chain disruptions, and high borrowing costs, which affected 
output and profitability. 

Healthcare services saw a more pronounced drop, with valuation multiples 
declining from 9.0x in 2023 to 6.4x in Q1 2024. This decline reflects the challenges 
that facility-based care has faced with rising labor costs and the impact of higher 
interest rates. 

The technology sector saw a decline in valuation multiples from 10.2x 2023 to 
7.2x in Q1 2024, reflecting performance in the public markets, which without 
the returns from a handful of stocks, would be down meaningfully. Since most 
of the value of technology stocks is derived from their terminal value, they are 
particularly impacted by higher interest rates.

In Q1 2024, the business services, retail, distribution, and media & telecom sectors 
remained relatively flat or increased compared to 2023.

Source: GF Data®.
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For borrowers, debt market shows signs of improvement despite decline in 
available debt
Quarterly average LBO debt multiples for $10M – $250M LBOs 

According to GF Data®, average PE-backed LBO debt multiples in the lower middle 
market (under $250 million of enterprise value) decreased from 3.3x in Q4 2023 
to 2.9x in Q1 2024. This decline was observed across most size tiers, with the 
exception of deals valued between $50 million and $100 million, which saw a 
slight improvement. 

Senior debt multiples declined slightly from 2.2x in Q4 2023 to 2.1x in Q1 2024, 
all of which was attributed to platform deals over $100 million of enterprise 
value. Platform deals under $100 million of enterprise value experienced an 
improvement of up to 0.5x in senior debt availability for deals valued between 
$10 to $100 million due to the return of regional banks to the syndicated deal 
market. This shift led to a corresponding decline in subordinated debt multiples as 
borrowers preferred to secure lower cost senior debt positions. Increased activity 
in the first quarter has led to improved terms and lower rates that have continued 
into Q2 2024.

Senior debt pricing

In Q1 2024, senior debt pricing decreased to 9.3% from 11.0% in Q4 2023. This 
decrease was observed across all size tiers tracked by GF Data®, except for the 
$100 million to $250 million tier, which remained stable at 10.2%. The decrease 
was primarily attributed to increased traditional bank activity, which helped lower 
the rates offered by direct lenders due to competition for strong credits.

Sources: GF Data®
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For lenders, the debt market became 
more competitive in Q2
Month-over-month debt/EBITDA multiple comparison

Period Debt < $5M EBITDA >$10M EBITDA > $20M EBITDA

April 2024

Senior 1.5x–2.5x 2.0x – 3.5x 3.0x – 5.0x

Subordinated 1.0x – 1.0x 1.5x – 1.0x 1.0x – 1.0x

Total 2.5x – 3.5x 3.5x – 4.5x 4.0x – 6.0x

May 2024

Senior 1.5x – 2.5x 2.0x – 3.5x 4.0x – 5.0x

Subordinated 1.0x – 1.5x 1.5x – 2.0x 1.0x – 1.0x

Total 2.5x – 4.0x 3.5x – 5.5x 5.0x – 6.0x

Total YoY Difference NC + 0.5x NC + 1.0x + 1.0x + 1.0x

In May 2024, debt multiples exhibited what appears to be the beginning of a 
notable shift for companies with more than $10 million in EBITDA, the multiple 
increased 1.0x EBITDA from April. This increase indicates a more aggressive 
stance by lenders, who are becoming increasingly competitive on pricing and 
leverage as lenders are challenged to increase outstanding loans.

The change is primarily driven by the contrasting liquidity conditions between 
non-bank lenders and commercial banks. Non-bank lenders, buoyed by substantial 
capital inflows and a competitive market environment, are willing to offer higher 
leverage and more attractive covenants. Conversely, traditional banks who largely 
pulled back during the last year and half, have become selectively aggressive 
on certain credits, offering lower rates and more competitive terms, putting 
downward pressure on interest rates. 

Source: GF Data®
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Leveraged loan issuance surges

Quarterly leveraged loan issuance

In Q1 2024, the US leveraged loan market experienced a significant uptick in 
activity, with new loan issuance reaching $343 billion. This marked a 104% 
increase from the $168 billion in new loan issuance recorded in Q4 2023, and the 
highest level since Q1 2021. The surge in issuance was driven by several factors, 
including robust investor demand, improving economic forecasts, and anticipation 
of potential Federal Reserve rate cuts later in the year. Although the quarter’s 
issuance was strong by historical standards, approximately 80% of new loans 
were for refinancings versus LBOs or add-on M&A transactions. 

Quarterly middle market sponsored loan volume

During Q1 2024, sponsored middle market loan issuance totaled $33.7 million, 
down 6% from $31.6 million in Q4 2023. Additionally, direct lender loans declined 
10% during the same time period, reflecting greater competition from traditional 
lenders. According to LPC Data, direct lender executions continued to outpace 
traditional bank syndicated loans by 2.6x as sponsors favored certainty to close. 
Although Q1 2024 may be perceived as a slow start, on an annualized basis 2024 
would surpass 2023 if these rates of issuance are sustained through the year. 

Sources: Pitchbook.
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On balance, the industrials sector remains stable

US industrial M&A transactions

In Q1 2024, transaction volume declined slightly compared to Q1 2023, yet it 
continues to trend near historical levels. While overall volume remains consistent, 
there has been a shift in the end markets and business characteristics of the 
companies involved in M&A transactions since the 2021 deal frenzy. The 
consistent volume in the industrial market is unexpected when it is compared to 
the economic data. A key metric that has traditionally been correlated to economic 
health and M&A is the Manufacturing PMI index. This index has been below 
50, which signals a contraction, for 18 of the last 19 months. This trend typically 
means that we have been in an industrial recession since October 2022, however, 
during this period many manufacturers serving the infrastructure, automation, or 
aerospace & defense markets have experienced growth and a positive outlook. 
The strong performance in these end markets has resulted in continued industrial 
M&A momentum and buyers paying premium multiples for “A” companies with 
proven growth strategies in these markets.

Manufacturing PMI index 

Several sectors of the industrial market are experiencing a slowdown due to OEMs 
rationalizing inventory in late 2023 and early 2024, weather, and/or the impact of 
higher interest rates. A few industries that have been impacted by these negative 
trends are medical devices and instruments, agriculture, and lawn & garden. These 
markets have experienced a reduction in volume in Q1 2024 that had not been 
seen since the Great Recession. However, the CEOs that CIBC has talked to in 
these markets have experienced a normalization of orders in Q2 2024 and they 
remain bullish for the long-term outlook because of reshoring, local production, 
and local consumption trends.

We believe the outlook for industrial M&A remains strong for top performing 
companies for the remainder of 2024 and into 2025.

Source: S&P Capital IQ.
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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

Stainless Foundry & Engineering 
Inc.

a portfolio company of

Guard Hill Holdings

has been acquired by

Ashland Capital Partners

Vapor Power International

a portfolio company of

Stone Pointe, LLC and 
Midwest Mezzanine Funds

has been acquired by

Thermon

Armor Animal Health

 
a portfolio company of

Goldner Hawn

has been acquired by

VSI

Merlot Vango Tarping Solutions

 
a portfolio company of

Safe Fleet

has been acquired by

Oak Hill Capital

Identiti  
 

 
has partnered with

 
Keystone Capital

pfi InStore

a portfolio company of

CFB, KVCI, Mid States Capital, 
Diamon State Ventures, and 

Northcreek Mezzanine

has been acquired by

Onward Capital

Muthig Industrials Inc.

 

has been acquired by

 
 

LFM Capital and 
Merit Capital Partners

Stockd Supply

 

has been acquired by

 
 

Black Hawk Industrial

AAR

 
 
  

has acquired

  
 

Trax

Lake Air Products

 
 
  

has been acquired by

 
 

P4G Capital

GT Golf Supplies

  
a portfolio company of

Hadley

has been acquired by

Kinzie Capital Partners

Transhield

 
 
  

has been acquired by

 
 

Patrick
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Contacts

Ronald Miller
Managing Director and Head, 
CIBC US Middle Market
414 291-4528
ronald.miller@cibc.com

Mike Boyd
Managing Director and Head,
Global Mergers & Acquisitions
416 594-7554
mike.boyd@cibc.com

Patrick Bremmer
Managing Director
414 291-4548
patrick.bremmer@cibc.com

Ryan Chimenti
Managing Director
414 291-4531
ryan.chimenti@cibc.com

Ryan Olsta
Managing Director
414 291-4555
ryan.olsta@cibc.com

John Peterson
Managing Director
414 291-4551
john.peterson@cibc.com

Eric Reuther
Managing Director
312 564-2786
eric.reuther@cibc.com

Allison Reinke
Executive Director / Sponsor 
Coverage
872-329-6123
allison.reinke@cibc.com

Christopher Larsen
Executive Director
414 291-4547
christopher.larsen@cibc.com

James Olson
Executive Director
414 291-4552
james.olson@cibc.com

Alex Eskra
Director
414 291-4533
alexander.eskra@cibc.com

Brian Howley
Director
414-291-4537
brian.howley@cibc.com

Michael Boedeker
Director
414 291-4544
michael.boedeker@cibc.com
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Daniel Riley
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.
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