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Bringing Efficiency to Inefficient Markets 
 

Executive Summary 
The Tale of Two Halves: COVID-19 Creates Unprecedented Challenges & Remarkable Returns 
 
M&A activity in the first half of 2020 was an uphill battle to say the least, as the emergence of the COVID-19 pandemic rattled 
industries to their core and decreased deal-making interests in just about every sector, with the exceptions of tech and 
healthcare. Deal value in the United States throughout H1 totaled $698.1 billion across an estimated 5,023 total deals. This was 
a 24.3% YoY decline in deal value and a 14.3% YoY drop in total transactions, though much of the damage in Q1 was mitigated 
by pre-negotiated deals prior to the coronavirus’ presence. The second half of 2020 was a different story, however, as Q3 
presented a sizeable increase in deal count throughout the U.S., and Q4 completed the rebound with the second highest deal 
value in the last 17 quarters. Q3 & Q4 2020 totaled $856.8 billion in deal value for a YoY decrease of 19.8%, and a deal count of 
5,933 for a YoY gain of 3.7%.   
 
Private Equity in the U.S. followed a similar “V” 
shaped recovery, with 2Q20 bringing staggeringly 
low results and 4Q20 making up for its deficits. PE 
in the U.S. finished with an estimated 5,309 closed 
deals totaling $708.4 billion for the year, 
representing declines of 3.4% and 7.3% from 2019, 
respectively. In contrast, U.S. PE experienced 
noticeable increases in EV/EBITDA buyout 
multiples in the first half of 2020, increasing to the 
highest multiple in over 14 years in Q2. The second 
half showed some decline in buyout multiples with 
Q4 ending at 14.1x EV/EBITDA, however this is still 
considerably higher than the 12.7x multiple in Q419. 
 
According to GF Data, valuations in the middle market (deals with a Total Enterprise Value “TEV” of $10.0 million - $250.0 
million) fluctuated considerably throughout the course of 2020, with TEV/EBITDA multiples beginning at 7.4x in Q1, dipping 
down to 6.7x in Q3, and finishing the year at a 7.0x multiple. In similarity with previously stated trends, GF Data’s 230 active PE 
contributors recorded drastically low deal volume in Q2 2020 with 35 completed deals, which then rose to a record high 117 in 
the fourth quarter. Total debt/EBTIDA multiples fell only 2.6% YoY in 2020, while senior debt/EBITDA multiples fell 17.6% QoQ 
in the first half, only to rebound to a minimal YoY loss of -5.9%.  

 
 

 



 

 

 

 
The View From Above 
2020: A Year of Record Highs and Lows  
M&A activity in America inevitably dropped in 2020 as the 
coronavirus pandemic ran its course, declining 5.4% in deal 
count and 21.9% in deal value from 2019’s end. Despite this 
setback, however, the U.S. PE middle market had a record 
breaking year in its own right. PE MM deal activity totaled 
$480.9 billion for the year of 2020, the highest annual sum 
on record. Experts attribute the incredible gains after a slow 
first half to convergent trends in Q3 and crazed dealmakers 
in Q4 as a result of accumulated drypowder. As for deal size, 
transactions in the $100M-$500M range accounted for 48% 
of all PE deals, a 6% YoY gain attributed to discounted assets 
and small, high-growth potential companies. 

Add-on acquisitions continued to represent the majority of 
buy-out activity in 2020 at 72% of all buyouts, a 4% YoY gain. 
Middle market figures followed an extremely similar 
pattern, with add-ons representing 72.6% of all PE deals 
compared to 69.6% in 2019. According to PitchBook’s 2020 
Annual U.S. PE Middle Market Report, add-on acquisitions 
can be used as a recessionary hedge in times of prolonged 
hold periods, helping to accelerate growth and contributing 
to the increase shown in the graph above. 
 
Deal exit volume dropped in 2020 to 952 exits worth $378.2 

billion (compared to 1,107 exits worth $357 billion in 2019). 
U.S. middle market exits dropped for the second consecutive 
year as COVID-19 chaos in Q2 delayed most general partner 
exits, though this trend is likely to discontinue in 2021 
according to PitchBook experts. As is the theme of 2020, 
second half exits rebounded exponentially with Q4 clocking 
in at 353 exits worth $161.9 billion, a YoY increase of 25.2% 
and 125%, respectively. Business-to-business exits remained 
the most common in 2020 despite a small decline, and IT 
exits replaced the business-to-consumer sector as the second 
most common at 175 total exits.  

 

Looking ahead, PitchBook experts believe special purpose 
acquisitions company (SPAC) mergers to be a likely source of 
increased public exits in the middle market.  
 
From a sector standpoint, IT, financial services, and 
healthcare showed the only increase in percentage of total 
PE deals despite individual losses, increasing  3%, 1%, and 1% 
respectively. Materials & resources made up the smallest 
amount of PE deals at 96, accounting for 2% of all deals. 
 

According to PitchBook, capital raised by PE funds in 2020 
totaled $203.2 billion across 231 funds compared to the 
$320.5 billion raised across 375 funds in 2019. The MM 
accounted for $101.1 billion of this capital raised across 127 
funds, far less than 2019 numbers but resilient nonetheless. 

*Pitchbook defines the Middle Market (MM) as deals having a TEV of $25.0m - $1.0bn; all other deals are > $1.0bn 

*Strategic Advisors defines the Lower Middle Market as deals having a TEV of between $10.0m and $250.0m 



 

 

 
 

 
 
 

 

 

APPENDIX – HISTORICAL CHARTS 
 

  

 

 
 
  

  



 

 

About Strategic Advisors 
 

Strategic Advisors is a middle market investment-banking firm that helps clients achieve financial and business goals 
by providing merger and acquisition advisory, corporate finance advisory and strategic consulting services. Along with 
many years of experience in advising middle market clients, our Managing Directors have experience investing in and 
managing portfolio companies. As a result, Strategic Advisors not only has expertise in advisory services but also 
firsthand knowledge of what stakeholders, investors, and lenders expect and desire. 
 
When considering a sale of your business, the acquisition of a business, or the restructuring or recapitalization of your 
balance sheet, the best pathway for achieving your expectations is a well-run process that addresses all your business 
and personal goals. Strategic Advisors is accustomed to working with business owners to determine the best pathway 
to achieve their goals and objectives. Give us a call to discuss your possibilities. 
 

Strategic Advisors works with clients across diverse industries. Selected recent transactions include:  
 

 
 



 

 

 
 
 

 
 
 
 

 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
For  
more  information,  please  contact  any  of  the  professionals  listed  below  or  visit  our  website  at: 
www.strategicad.com 
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Important Information:  
Securities transactions are conducted through StillPoint Capital, LLC.  
Member FINRA/SIPC. 
 
Certain members of Strategic Advisors are Registered Representatives of StillPoint Capital, LLC. StillPoint Capital is 
not affiliated with Strategic Advisors.  
 
Please  be  advised  that  the  accuracy  and  completeness  of  this  information  are  not  guaranteed.  The  opinions 
expressed are those of the author(s) and are not necessarily those of Strategic Advisors or StillPoint Capital, LLC. 
 
The material is distributed solely for informational purposes and is not a solicitation of an offer to buy any security 
or instrument or to participate in any trading strategy. Any forecasts contained herein are for illustrative purposes 
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