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Dealmaking should be strong in 2022

Inflation, employee shortages, international tension, and a little thing called COVID-19… 

In any year, one or two of these dynamics could have put a damper on M&A activity and business values. For
example, after 9/11, businesses became nearly unsaleable overnight. Then again in 2008, the Great Recession hit
and businesses were suddenly worth much less, if they were saleable at all during that time. But roll forward to today
and despite all the hurdles in business and the global marketplace, M&A continues at a feverish pace. Last year the
total value of global M&A transactions was $5.8 trillion, 48% higher than 2018, the previous record high.
 
So, what’s different today? Why are people using the word “super-charged” to describe this market when the last two
upheavals tanked M&A activity and reduced multiples overnight. We can point to two main drivers: 
 
Supply and demand: We have more buyers looking for business acquisitions than we have sellers. Not only that,
there is also more money set aside for investment than we’ve ever seen before in our country. Cash and cash
equivalents in the S&P 500 increased 11% year-over-year to about $3.78 trillion, according to S&P Global Market
Intelligence.
 
Likewise, private equity capital raising hit a new record in 2021 with at least $733 billion gathered according to Private
Equity International’s Fundraising Report 2021. Meanwhile, Pitchbook’s 2021 annual breakdown shows private equity
deal-making surpassed $1 trillion in value in 2021, an increase of more than 50% over the last record set in 2019. 
 
The outcome of all that cash chasing deals: Buyers were up against powerful competition causing multiples to climb.
According to GF Data, a company that collects data on privately held M&A transactions between $10 million to $250
million, multiples for Q3 2021 hit the highest level they’ve seen in their 16-year history.  
 
Strong lending: Companies aren’t using debt the way they used to. Many have paid off their long-term debt and are
operating from cash reserves rather than a line of credit. That’s good for business but bad for lenders. In response,
lenders have gotten more aggressive in pursuing new loans and encouraging growth through expansion or
acquisition.
 
Interest rates are still the lowest we’ll likely see in our lifetimes. Money is cheap and available, and lenders are
funding a larger portion of each transaction. So even though valuations are high, buyers can still meet those prices
with a smaller percentage of equity in the deal.
 
All in all, it’s good news for sellers. We can’t predict how long these strong value trends will last. The industry is
setting up for another record year in 2022, but economists are pointing to some headwinds in the years ahead.
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