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with Wave Broadband for $2.36 billion, 
creating the nation’s sixth largest cable 
operator.

TPG announced eight total investments 
or add-ons during the latest quarter. Four 
of those were in tech.

Retail stole the limelight in terms of 
the largest announced deal of the quarter. 
Krispy Kreme owner JAB Holdings reached 
a deal in April to take Panera Bread private 
for about $7.5 billion including debt. Other 
transactions of size included New Moun-
tain Capital’s $6.4 billion deal for lab-sup-
ply distributor VWR Corp and Sycamore 
Partners’ $6.9 billion play for Staples.

But it was tech that produced the high-
est number of completed sponsor-driven 
deals in Q2, increasing by half to 93 
from 61 in Q1. After tech came industri-
als, which saw one of the biggest jumps 
in PE deal volume quarter-over-quarter. 
Completed transactions in the sector more 
than doubled to 84 from 37 in the previ-
ous quarter.

From a valuation perspective, a soft-
ware business with good growth will 
trade at a multiple within a broad range 
of 12x to 15x EBITDA, as opposed to about 
10x to 12x a couple years back, Raj said.

The rationale behind rising valua-
tions is twofold, he said. Besides a cycli-
cal uptick associated with where we are 
in the economic cycle, a secular change 
in tech valuations warrants a permanent 
increase, Raj said.

On the software side — where most 
tech volume is — companies are increas-
ingly oriented toward recurring revenue 
because their services are subscription-
based, Raj explained. “Those businesses 
are more valuable; the less risk you have, 
the more you can pay as a multiple of cash 
flow.”

Other experts agreed.
According to David Solomon, CEO of 

Lazard Middle Market: “Technology deal 
volumes reflect broader participation in 
tech by traditional private equity over the 
past five years, reflecting an increase in 
technology businesses with strong cash 
flows such as subscription-based SaaS soft-
ware companies.”

Solomon described Amazon.com’s 
recent $13.7 billion deal for Whole Foods 
Market as “symbolic” of how technology is 
penetrating further into traditional brick-
and-mortar retail.

“Technology is permeating every sec-

tor, including business services, health-
care, retail and industrials, disrupting 
older models and providing scalable high-
value solutions,” he added.

High prices aren’t unique to the tech 
industry and they also haven’t deterred 
sponsors from executing on transactions 
throughout the first half. In fact, both the 
number of pending and closed sponsor 
transactions as well as the total disclosed 
deal volume reached their highest levels 
in Q2 since at least the same period in 
2008.

Sponsor-backed announced deals in 
the latest quarter also spiked. Q2 saw 127 
announced deals with about $72 billion in 
disclosed value, up from 75 deals valued 
at about $26 billion in Q1.

“When we look at the world of invest-
able assets, we see elevated multiples 
across markets,” said Stephanie Cohen, 
global head of financial sponsors M&A 
at Goldman Sachs. “We’re not predicting 
capital is going to leave private equity. 
… Remember, you’re only seeing [price 
multiples] for announced deals. There’s 
always a group of deals that do not hap-
pen because buyer and seller do not meet 
on value.”

Top 10 U.S. sponsor deals closed in Q2 2017
Sponsor Acquiring entity 

(if add-on)
Target Value 

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

Blackstone Group LP Aon Hewitt-Benefits 
Administration & HR Business 
Process Outsourcing Business

4,800.000 Consumer Products 
and Services

No Yes Carve-out Morgan Stanley Moelis & Co

KKR & Co LP USI Insurance 
Services LLC SPV

USI Insurance Services LLC 4,300.000 Financials Yes Yes Carve-out Bank of America Merrill 
Lynch JP Morgan

KKR & Co LP CK Holdings 
Co Ltd

Calsonic Kansei Corp 4,172.449 Industrials Yes No Take-private Mizuho Securities Co Ltd 
Merrill Lynch Japan Securities

Vista Equity Partners LLC DH Corp 3,427.929 High Technology No No Take-private Credit Suisse Group RBC 
Capital Markets

Blackstone Group LP American Axle & 
Manufacturing 
Holdings Inc

Metaldyne Performance 
Group Inc

3,224.205 Industrials Yes Yes Standalone Buyout Bank of America Merrill 
Lynch

TPG Capital LP McAfee Inc 3,100.000 High Technology No No Standalone Buyout -

Advent International Corp 
and Bpifrance SA

Safran Identity & Security SAS 2,720.135 Consumer Products 
and Services

No No Carve-out Lazard Societe Generale 
Athena Capital Partners

American Securities LLC Air Methods Corp 2,468.901 Industrials No No Take-private Goldman Sachs & Co 
Centerview Partners LLC

Stone Canyon Industries 
LLC

BWAY Corp Mauser Group NV 2,300.000 Materials Yes Yes Standalone Buyout Bank of America Merrill 
Lynch Citi

Apollo Global 
Management LLC

Philips Lumileds Lighting Co 1,500.000 Industrials No No Carve-out Morgan Stanley

Source: Thomson Reuters, Buyouts; April 1 to June 30, 2017




