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year, the number of deals coming to 
market seems to be growing, industry 
experts said.

At the same time, financial buyers 
flush with cash are fighting over busi-
nesses that have come off of years of 
growth, keeping prices at all-time highs.

“It feels like we’ve been in this recov-
ery for a long time, which we have,” 
Hogan said. “But relative to companies’ 
growth prospects, we aren’t seeing signs 
of a retreat.”

‘Tremendous amount of capital’
“[We’re seeing] very strong company 

performance and a tremendous amount 
of capital available, whether it be debt 
or equity,” agreed David Brackett, man-
aging partner and co-CEO of Antares 
Capital. “As a result, we’re seeing more 
companies coming to market.”

That is enabling sponsors to sell com-
panies off good numbers, Brackett said. 
Across Antares’s portfolio of more than 
400 middle-market companies, trailing 
12-month Ebitda is up 9.9 percent from 
a year earlier, compared with 8.8 percent 
at the end of Q4 2017, he said.

Strength in the debt markets is also 
supporting deal momentum.

“We haven’t had an air pocket in the 
credit markets in nine quarters … which 
is very rare,” said TwinBrook’s Garrett 
Ryan, who heads the capital-markets 
team for the firm’s middle-market direct 
lending loan business.

“There is usually something that 
comes along that gives you jitters. 

Because of an absence of that, the market 
has continued to get frothier.”

In the latest quarter, tech led the 
industry pack, producing 88 transac-
tions though June 20, Thomson Reuters 
reports. Industrials and consumer prod-
ucts followed, with 74 and 68 deals, 
respectively, the data service said.

Healthcare produced some of the 
largest announced transactions during 
the quarter, led by KKR’s about $9.9 
billion deal for physician-staffing giant 
Envision.

Separately, Veritas Capital, in an 
about $4.9 billion take-private, took out 
Cotiviti, a payment-accuracy company 
serving the healthcare industry.

Elsewhere, Blackstone put significant 
capital to work in the real estate indus-
try through more than one billion-dol-
lar-deal. Its largest: Gramercy Property 
Trust, which commanded a $7.6 billion 
valuation.

And in other notable activity, electron-
ic-payment company VeriFone agreed to 
be taken private by Francisco Partners 
for about $3.4 billion.

While the M&A environment looks 
poised to stay strong for the foreseeable 
future, Harris Williams’s Hogan said he’s 
observed a couple of unifying concerns 
across a broad range of companies and 
the PE community.

One is the ability to attract and 
retain talent. “The job environment is 
very tight, almost across all industries,” 
Hogan said. “Filling that labor pool is 
putting a little pressure on wage rates. 

It’s a consistent issue.”
The other is continued geopolitical 

uncertainty, which is beyond anyone’s 
control and has heightened recently 
amid trade-war anxiety, he said. “We 
haven’t seen that ripple into affecting 
[sponsors’] appetite for M&A.”

The tax-policy changes, including the 
cap on interest deductions, also haven’t 
had any meaningful impact on M&A, 
Antares’s Brackett said.

So far it seems to be a wash, he said. 
“I can’t think of a deal where someone 
has said, ‘We want to limit the debt 
because of the cap on interest.’”

Downturns happen
But while both the brewing trade war 

and tax-policy changes have yet to curb 
PE’s appetite, history says downturns 
come eventually.

One concern this late in the recovery, 
Brackett cautioned, is that many spon-
sor partners weren’t active in or haven’t 
been through a full cycle

“From what we see on the credit side, 
that talent has been diluted. My sense is 
that has probably happened on the PE 
side, too,” he said.

“Everyone is struggling with the 
notion that there’s nothing economically 
that indicates we’re going to hit a reces-
sion soon,” TwinBrook’s Ryan said.

“It’s a challenging market. … People 
know it’s going to happen, and the only 
thing you can do is to be prepared by 
having the appropriate number of staff 
to manage a portfolio through the cycle.”

Top 10 U.S. sponsor deals closed in Q2 2018
Sponsor Acquiring entity (if add-on) Target Value ($Mil) Industry Target Advisor

Bain Capital LP KK Pangea Toshiba Memory Corp 17,932.690 High Technology Nomura Securities
Goldman Sachs & Co

Clayton Dubilier & Rice LP Clayton Dubilier & Rice LLC Ply Gem Holdings Inc 2,241.827 Industrials Credit Suisse Group

Silver Lake Management LLC Blackhawk Network Hldg Inc SPV Blackhawk Network Holdings Inc 1,874.717 Financials Sandler O’Neill Partners
Citi

Carlyle/Riverstone Global USA Compression Partners LP CDM Resource Management Ltd 1,700.000 Energy and Power Barclays PLC
Tudor Pickering & Co LLC

Cornell Capital LLC Hartford Life Inc SPV Hartford Life Inc 1,607.000 Financials JP Morgan
Goldman Sachs & Co

Platinum Equity LLC Compass IV Ltd Wyndham Worldwide-Business 1,300.000 Media and Entertainment JP Morgan
Goldman Sachs & Co

Apollo Global Management LLC Venerable Holdings Inc Voya Insurance & Annuity Co 1,100.000 Financials Goldman Sachs & Co

Investor Group Investor Group Student Transportation Inc 1,071.377 Industrials Scotiabank

GTCR LLC Commercehub Inc Spv CommerceHub Inc 1,056.253 High Technology Evercore Partners

Riverstone Holdings LLC Fieldwood Energy LLC Noble Energy Inc-Deepwater 810.000 Energy and Power JP Morgan

Source: Thomson Reuters; April 1 to June 20, 2018
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