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“The firms that will win have deep indus-
try expertise, the ability to improve busi-
nesses post-closing or some other form of 
differentiation, such as the ability to under-
write large deals themselves,” he said.

Blackstone, for its part, has a lot of fresh 
capital, having raised three PE pools total-
ing about $28 billion during 2015 and 2016. 

After Blackstone, the top sponsor 
deals for U.S. companies included Vista 
Equity Partners’ $4.8 billion purchase of 
financial technology provider DH Corp and 
American Securities’ $2.5 billion deal for 
medical-helicopter company Air Methods.

More competition, higher valuations  
In large part, it’s the supply-and-demand 

imbalance that has set the stage for expen-
sive price tags.  

“The buyer universe has grown mate-
rially over the last few years, broadening 
beyond traditional LPs, as an increasing 
number of family offices set up shop and 
as European funds continue to plant offic-
es in the U.S.,” said Jeff Greenip, who as a 
managing director at Jefferies serves as the 
global head of financial sponsors investment 
banking. 

According to a February report by Bain & 

Co, purchase-price multiples in U.S. buyout 
deals climbed to 10.9x EBITDA on average 
in third-quarter 2016 from 10.3x and 9.7x 
in 2015 and 2014, respectively. Dry powder 
also reached a record $1.5 trillion across all 
PE funds on a global basis, according to Bain. 

At the same time, today’s sponsors aren’t 
showing the lack of discipline more preva-
lent in 2007 and 2008, when interest rates 
were higher and leverage multiples climbed 
to more than 9x, compared with about 6 
to 6.5 times currently, Blackstone’s Melwani 
said. Instead, investors are being prudent 
in how much they’re borrowing, he said: 
“Deals are expensive, but not being financed 
in a reckless way.”

“We’re at a point in the market where 
leverage multiples have moved up modestly,” 
added John Martin, managing partner and 
co-CEO of middle-market lender Antares 
Capital. “To some level, consistent with 
[M&A] valuation multiples, they continue to 
be at or near historic highs.”

Contributing to that, Martin explained, 
is increasing fund flow into the private debt 
space, particularly from institutional inves-
tors in recent months.

“If you look at the early part of 2016, we 
saw a lot of unitranche financing,” Martin 

said. “As the year progressed there was sig-
nificant liquidity and unitranche financing 
took a little bit of a backseat as the financ-
ing of choice. As liquidity continued to build 
in the private credit space and institutional 
investors flocked to the private credit space, 
we saw more broader-base institutional 
execution.”  

Interestingly, an abundance of capital to 
deploy didn’t lead to more deals. Pending and 
closed deals dipped to 454 through March 
17 from 506 in the year-earlier period. 

Perhaps it’s high price multiples, which 
some investors believe are unjustifiable, that 
offset increasing supply.

“There’s a two-turn multiple premium 
that’s been put on these companies,” Tenex 
Capital Management managing director 
Scott Galletti said on a panel discussion at 
Buyouts’ PartnerConnect East conference in 
Boston on March 22. “There’s been no real 
economic impact that is driving that.” 

“You have to be very cautious,” Galletti 
said. “You have to have an edge. You can’t 
just go out and try to deploy capital.” 

One way sponsors are seeking an edge is 
by avoiding participation in formal auctions. 

“This larger buyer universe has caused 
sponsors to become more aggressive,” Jef-

Top 10 U.S. sponsor deals closed in Q1 2017
Sponsor Aquiring entity 

(if add-on)
Target Value 

($Mil)
Industry Add-on? Secondary? Deal Type Target Advisor

Blackstone Group LP Team Health Holdings Inc 5,985.063 Healthcare No No Take-Private Goldman Sachs & Co; Citi

Dynegy Inc Atlas Power LLC Engie SA-US Thermal Assets 3,300.000 Energy and Power Yes No Carve-Out Bank of America Merrill 
Lynch; Morgan Stanley; 
Rothschild & Co

Carlyle Group Atotech BV 3,200.000 Materials No No Carve-Out Barclays PLC

Ares Capital Corp American Capital Ltd 3,153.641 Financials No No Standalone Buyout Goldman Sachs & Co; Credit 
Suisse Group

Sanchez Energy Corp Anadarko 
Petroleum Corp 
Eagleford Shale 
Assets SPV

Anadarko Petroleum Corp-
Eagleford Shale Assets

2,300.000 Energy and Power Yes No Carve-Out JP Morgan

Blackstone Group LP Lightstone 
Generation LLC

American Electric Power Co 
Inc-Power Plants(4)

2,170.000 Energy and Power Yes No Carve-Out Goldman Sachs & Co; 
Citigroup Global Markets Inc

Blackstone Group LP Alecta Pensionforsakring 
Omsesidigt-US Real Estate 
Assets(22)

1,700.000 Real Estate No No Carve-Out -

TPG Capital LP RCN Corp 1,600.000 Media and 
Entertainment

No Yes Standalone Buyout Credit Suisse Group; 
PricewaterhouseCoopers

American Inds Partners 
Mgmt

American 
Industrial 
Partners LP

Moly-Cop 1,230.000 Materials Yes No Carve-Out Deutsche Bank; Ernst & 
Young LLP

Blackstone Group LP Siccar Point 
Energy Ltd

OMV (UK) Ltd 1,000.000 Energy and Power Yes No Carve-Out -

Source: Thomson Reuters, Buyouts; January 1 to March 14, 2017




