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2023 Thus Far in the U.S.

ÅDeal valuations fell dramatically, yet hover above typical 

downturn trough 

ÅCentral banks raised interest rates

ÅLow unemployment rates challenge some sectors, while 

layoffs accelerated in big tech and financial services

ÅInflation slowed, yet persists
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Valuation Considerations for Transactions

2023 Thus Far in the U.S.

ÅDealmakers struggle to get deals done

ÅPrivate equity exitshave dried up and corporate divestitures 

have slowed 

ÅConditions vary by industry  

ÅDeals have paused, but the M&A era is not over
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The Pittsburgh Market in 2023

ÅYTD July had an increase of 8.3% in comparison to YTD 2022

ÅJuly 2023 saw noteworthy transactions:

ςContinuim Equity Partners 

ςGray Matters Systems LLC

ςNortap Technology Inc.
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M&A Transactions with EV of $10 to $500 million

ÅQ1 of 2023 saw highs (multiples) and lows (deal volume)

ÅQ2 provided lows in deal volume and multiples  
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M&A Transactions with EV of $10 to $500 million

ÅMultiples by Total Enterprise Value (TEV)
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M&A Transactions with EV of $10 to $500 million

ÅBuyers adjusting deal terms in falling markets 

ÅIndemnification caps surged in the first 6 months of 2023

ς2ÅÆÌÅÃÔÉÎÇ ÄÅÁÌÓ ÁÒÅ ÔÁËÉÎÇ ÌÏÎÇÅÒ ÔÏ ÃÌÏÓÅ ÁÎÄ ÂÕÙÅÒȭÓ ÃÏÎÃÅÒÎ ×ÉÔÈ 
erosion in target company financials

ÅValues declined on deals without rep and warranty insurance

ÅChallenging debt market lead to more deals requiring a 

bridge mechanism via seller financing or earnouts 
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M&A Transactions with EV of $10 to $500 million

ÅIndemnification caps soaring in smaller deals
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M&A Transactions with EV of $10 to $500 million

ÅIndemnification Periods Increasing in 2023
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M&A Transactions with EV of $10 to $500 million

ÅEscrow/Holdback Periods are Lengthening 
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Top Industries for Transaction Activity 

ÅTechnology, media, entertainment and communications

ςImpacted by recent economic stagnation, causing a decline in advertising 
revenue 

ÅBanking

ςRecovering from shock waves associated with collapses of Silicon Valley 
Bank, Signature Bank and First Republic Bank

ÅHealth care

ςStrong supply of customers and potential for technology transformation 
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Industries Forecasted to Have Slowest Rate of M&A Activity

ÅNon-profit/higher education

ÅHospitality and restaurants

ÅTransportation, logistics, warehousing and distribution
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GYF Annual CPE Day ðNovember 9, 2023

Impact on Valuation

ÅFundamental Valuation Equation

Value =  Economic Benefit of Ownership ÷ Required Rate of Return

Alternatively illustrated as

Value = Earnings Stream x Market Based Multiple
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Impact on Valuation

ÅExpected Benefit Stream

ςFuture expected revenue generated by the business

ςAssociated operating expenses required to generate the future revenue

ςNecessary investments in the form of capital expenditures and 
incremental working capital requirements
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Impact on Valuation

ÅExpected Benefit Stream

ςInflation
ÅCost of materials

ÅCost of labor (wages as well as the cost of recruiting and hiring)

ςSupply Chain
ÅIncreased cost of goods (direct materials, freight, etc.)

ÅDelayed lead times (especially internationally)

ÅSlower revenue generation and recognition

ÅScarcity of resources (equipment, inventory, materials)
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Impact on Valuation

ÅRequired Rate of Return

ςBuyer specific risk analysis

ςInverse relationship to value

ςInfluenced by

ÅPerceived risk inherent within investment opportunity

ÅRates of return on investment alternatives

ÅResultant risk/reward dynamics and pricing
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Impact on Valuation

ÅRequired Rate of Return

ςChanges in interest rates will impact the potential return on 
investment alternatives

ÅAs rates rise, investment alternatives become more attractive

ÅThe threshold for required return on an equity investment increases as rates 

of return for alternatives increases

ςLending environment

ÅFinancing acquisitions has become more costly

ÅShift in deal structure in recognition of impact on valuation

Valuation Considerations for Transactions



10

GYF Annual CPE Day ðNovember 9, 2023

Impact on Valuation

ÅRequired Rate of Return

ςSensitivity of the Discount Rate/Required Rate of Return
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Impact on Valuation

ÅMarket Multiples

ςProvide a market-based indication of how risks are priced by investors 
on the open market

ςInterrelated with the required rate of return 

ςMeasured as a resultant calculation in a disclosed transaction
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Impact on Valuation

ÅMarket Multiples

ςIn volatile times, focus should be on most recent transactions

ςLonger period of analysis can lead to indicated multiples that do not 
adequately incorporate current market conditions 

ςChanges in market multiples are likely to follow impacts on interest 
rates and the required rate of return (inverse relationship)
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Impact on Valuation

ÅExpectations

ςInterest Rates  
ÅFed shows no sign of decreasing rates

ÅStill low considering historical levels

ÅElevated compared to most recent history

ÅWhat will be the ónew normalô

ςInflation
ÅEasing but damage has been done

ÅHistorical results may not be representative of future results

ÅAbility of business to pass cost increases through to customers
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Impact on Valuation

ÅExpectations

ςLabor Market
ÅIf labor market remains tight and expensive, employers may look to automation

ÅAutomation may be higher upfront cost with longer-term benefits

ςOther Factors
ÅWorldwide geopolitical landscape

Å2024 Presidential election
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On the Horizon

ÅM&A Activity

ςLevel of activity is difficult to predict

ςConflicting macroeconomic drivers and opinions

ςWorldwide geopolitical uncertainty

ςVarying levels of risk tolerance 
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On the Horizon

ÅM&A Activity

ςAbundance of dry powder

ςStrong balance sheets

ςBuyers able to be more selective
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On the Horizon

ÅM&A Activity

ςCreative deal structures will continue

ςAlternative ways to match buyer and seller desires

ςEarnouts, equity incentives, etc. incentivize sellers to contribute to 
continuity and performance 
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On the Horizon

ÅM&A Activity

ςTechnological incorporation and acquisition will continue

ςIncorporation of AI and investment in AI focused entities

ςESG focused investments
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On the Horizon

ÅValuation

ςSlight stabilization of major factors impacting valuation

ςInflation has begun to ease

ςLending environment will continue to impact financing costs

ςSupply chain issues remain

ςLabor markets remain tight

Valuation Considerations for Transactions
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On the Horizon

ÅValuation

ςAs lending rate environment calms, multiples should stabilize

ςCompanies have adjusted prices to offset inflation

ςCustomer tolerance to price adjustments is better understood

ςAs earnings steady, perceived risk of volatility eases
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Thank you for your attention!
Please contact the presenters directly with questions:

Melissa Bizyak   Brad Matthews
bizyak@gyf.com bmatthews@gyf.com

mailto:bizyak@gyf.com?subject=2023%20CPE%20Day%20Questions
mailto:bmatthews@gyf.com?subject=2023%20CPE%20Day%20Questions

