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As the end of this extraordinary year draws near, the deal 
market continues to be robust for the right companies. While 
COVID-19 lockdowns brought everything to a screeching 
halt from mid-March to mid-June, since then buyers have 
been laser-focused on growth and preoccupied with two 
questions: Is a company growing? Will it continue to grow? 
If a company is expanding in a sector that is growing—such 
as technology, healthcare, food & agriculture, and most 
industrials—valuations are high, and in some cases higher 
than before the pandemic, and there is almost no limit to the 
number of interested buyers.

On the flip side, interest is currently much lower for 
companies without a compelling growth story in certain 
sectors tied to the consumer, including hospitality, 
restaurants, traditional retailers, travel, and tourism. 
The exceptions are some direct-to-consumer businesses 
with G2P (goods to people) business models, though 
delivery costs are steep and need to be lowered through 
automation—an accelerating area that we are excited to 
feature in this newsletter.

Closing Thoughts
For 2020

• The deal market is bifurcated, with
buyers laser-focused on growth.

• For growing companies, valuations are
higher and buyer interest is stronger than
before the pandemic in some cases.

• After a long and hard 2020, many
business owners are using the holiday
period to re-evaluate the future.

• Automation is an incoming wave we are
urging companies to think about now.

Buyers have been laser-focused on growth and 
preoccupied with two questions: Is a company 
growing? Will it continue to grow?

TOP DOLLAR DEMANDS PERFECTION 
Private equity (PE) funds have a substantial amount of 
money to put to work and are aggressively looking for 
investment opportunities. Right now, more than 50% of 
our transactions involve preemptive offers, in which the 
buyer asks what price the company would require in order 
to put the process on hold and move forward with them 

1 CNN Business, “A wall of money is ready for the post-pandemic economy” 
(November 15, 2020, https://www.cnn.com/2020/11/15/investing/stocks-
week-ahead/index.html) 

exclusively. Prior to COVID-19, approximately 15% of our 
deals were receiving preemptive offers. This is proof that, 
for a great company, PE funds are willing to pay more 
to get the deal done. Much like the broader market, the 
PE landscape is two-tiered, with negligible interest in 
companies that are not standouts.

Though there is $2.5 trillion uninvested capital1 right now, 
deals can be more difficult to get done. With PE funds 
believing they are stretching to pay top dollar, their due 
diligence processes have become extremely thorough. They 
are scrutinizing prospective companies to identify any warts 
and ensure the business is close to perfection. As a result, 
the deals that are getting done unanimously involve great 
companies, great sectors, and great growth stories. We have 
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THE INCOMING WAVE OF AUTOMATION  
Looking ahead to 2021, we think business owners and 
entrepreneurs should prioritize two things. First, staying 
focused on driving growth, both in revenue and margin, to 
assure continued momentum in your business. Second, 
deeply understanding what the market thinks about your 
business and industry. What are the emerging trends? For 
many companies and industries, we see automation as the 
big wave that is coming. Those who adopt and embrace it 
will get a cost advantage, and those who do not will be left 
behind. How deeply are you thinking about automation, how 
aware are you of what your competitors are doing, and how 
well are you integrating automation within your business 
processes? These will be the great differentiators—now and 
increasingly so in the future.

We are spending a lot of time speaking with our clients about 
what automation means for their business, right now and 
going forward. For more on this game-changing trend, turn 
to page 3, where our newly launched Robotics, Automation, 
and Artificial Intelligence (RAAI) practice group discusses 
how the pandemic has fast-tracked these technologies and 
created monumental market shifts.

No matter what challenges are thrown at us in 2021, we 
are excited to continue to work closely with entrepreneur-
owned and family businesses to help you position yourself 
to thrive. In the meantime, we hope you have a safe and 
restful holiday period and look forward to connecting with 
you in the New Year.

Best regards,

Michael Butler 
CEO, Cascadia Capital 

always considered it essential to do our own diligence 
to validate our clients’ growth prospects, stress testing 
and challenging their growth story to make sure they 
can effectively communicate it to the marketplace. In the 
current environment, this intensive, upfront homework is 
more essential than ever.

STAYING CLOSE THROUGH THE STORM 
A core belief of ours that has come to the forefront during 
the pandemic is the importance of staying close to our 
partners, clients, and company relationships when times are 

tough. Since mid-March, our team has averaged 250 phone 
calls per week to business owners and entrepreneurs. Many 
companies were understandably stunned by how quickly 
the pandemic hit and how fast things rebounded. Being in 
constant contact to help them navigate rapidly changing 
markets has been our top priority.

We are very pleased and grateful to be one of a handful of 
firms in a stronger position today than prior to the pandemic. 
Cascadia has grown in size and experience, welcoming 12 
new team members this year. We are experiencing record 
activity, closing nearly 25 deals year to date, including 18 
since March. Although uncertainty remains with regards to 
the pandemic, we believe activity will stay strong through the 
balance of 2020 and into 2021.

As we enter the holiday season and approach year-end, a 

natural time for reflection and re-evaluation—particularly 
this year—we expect many business owners will be giving 
serious thought to their business, their life, their future, and 
whether it makes sense to sell. After a long and hard 2020, 
many owners are tired, weary, and uncertain. Here in the 
Pacific Northwest and in many other areas around the 

country, there has also been a great deal of social unrest—
another wild card weighing on business owners. While a 
Democratic presidency and Republican Senate could be a 
Goldilocks scenario from a market perspective—which we 
will have clarity on in January—there are many state and 
local tax increases coming down the pike, which may be a 
tipping point for business owners. We expect a subset of 
companies will want to pursue a transaction while 
valuations are strong for quality businesses.

For many companies and industries, we see 
automation as the big wave that is coming. 
Those who adopt and embrace it will get a cost 
advantage, and those who do not will be left behind.
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IN FOCUS: ROBOTICS, 
AUTOMATION, AND AI—
THE NEXT FRONTIER FOR 
ALL BUSINESSES   
The Fourth Industrial Revolution—characterized by the 
fusion of the physical, digital, and biological worlds—is 
on track to disrupt every industry around the world. The 
speed, scale, and complexity of this global disruption is like 
nothing any of us have seen before. And though microchips 
implanted in people, streets filled with driverless vehicles, 
autonomous helicopters soaring through the sky, and 
robots delivering packages may seem like the stuff of our 
imaginations, they will indisputably be our reality in the 
near future.

Before the pandemic, companies were gradually swapping 
human labor for automation in a range of jobs—in 
warehouses, grocery stores, call centers, agricultural 
fields, and more. COVID-19 has added fuel to the fire, 
accelerating business use of automation as a way to cut 
costs and minimize close human contact. This is especially 
true for companies in sectors like pharmaceuticals that 
are bringing supply chains back from China and looking 
for ways to stay competitive. Meanwhile, the pandemic 
has brought into sharp focus the complications of human 
labor for agricultural businesses such as those in the tree 
fruit industry that are facing challenges with the regulatory 
environment, as well as the cost and availability of labor.

OPPORTUNITY OUTWEIGHS APPREHENSION 
Many people are experiencing mixed feelings about 
changes of such magnitude. Walmart recently pulled the 
plug on its fleet of robotic workers made by Bossa Nova 
Robotics, in part because the robots made employees and 
customers uncomfortable. We believe these are short-

The speed, scale, and complexity of this 
global disruption is like nothing any of us have 
seen before.

term growing pains and people will gradually adapt and 
accept these advancements. The pandemic has been a 
forcing factor, pushing more skeptics to think increased 
automation could be a good thing.

And what about concerns that robots will ultimately steal 
all of our jobs? Just as the internet sparked unfounded 
worries about job destruction, many people are asking 
whether robotics, automation, and artificial intelligence 
(RAAI) will lead to large-scale unemployment. While the 
World Economic Forum estimates that 85 million jobs 
will be displaced across 26 countries by 2025 thanks to 
automation, they also anticipate it will create 97 million 
new jobs that are more adapted to the new division of 
labor between humans, machines, and algorithms.2  By 
2030, PwC’s Global Artificial Intelligence Study predicts 
AI will contribute an estimated $15.7 trillion to the global 
economy, a 14% increase in global GDP—making it the 
biggest commercial opportunity in today’s fast changing 
economy.3 This positive economic impact will be driven 
by productivity gains from businesses automating 
processes and augmenting their existing labor force with 
AI technologies, as well as increased consumer demand 
for personalized or higher-quality and/or AI-enhanced 
products and services.4

IMMERSING OURSELVES IN THE FUTURE 
At Cascadia, we have been exploring the world of RAAI for a 
number of years, regularly spending time in Pittsburgh, the 
birthplace of AI and the world leader in these technologies. 
We walk the halls of Carnegie Mellon University and meet 

PwC predicts AI will contribute an estimated 
$15.7 trillion to the global economy, a 14% 
increase in global GDP.

2  World Economic Forum, “The Future of Jobs Report 2020” (October 2020): 
http://www3.weforum.org/docs/WEF_Future_of_Jobs_2020.pdf. 

3 PwC’s Global Artificial Intelligence Study: Exploiting the AI Revolution: 
https://www.pwc.com/gx/en/issues/data-and-analytics/publications/artificial-
intelligence-study.html. 

4 PwC’s Global Artificial Intelligence Study. 

http://www3.weforum.org/docs/WEF_Future_of_Jobs_2020.pdf
https://www.pwc.com/gx/en/issues/data-and-analytics/publications/artificial-intelligence-study.html
https://www.pwc.com/gx/en/issues/data-and-analytics/publications/artificial-intelligence-study.html


Quarterly NewsletterCascadia Capital, LLC

4Trust. Experience. Independence. Results. www.cascadiacapital.com

with pioneering companies, professors, and investors, 
immersing ourselves in the sector. When the pandemic 
hit, it became evident that the full-blown disruption of the 
Fourth Industrial Revolution will happen a lot faster than 
we previously thought. In response to this fast-changing 
environment, we established a dedicated RAAI practice 
group in October 2020. Our RAAI team partners with our 

industry sector practice groups, combining a deep 
understanding of the underlying technologies and the 
nuances of end markets to deliver the greatest value to 
our clients.

Our formal entry into RAAI strengthens Cascadia’s track 
record of being early players in emerging sectors. We were 
early in wireless software and clean tech, and now we 
are one of the nation’s first emerging growth investment 
banking practice groups dedicated to RAAI sectors. 
The group builds on our history of advising companies 
in the RAAI space through our long-standing industry 
practice groups, including Industrials, Energy & Applied 
Technology, Healthcare, Consumer, and Food & Ag. Our 
recent RAAI clients include:

Lucidyne Technologies, 
Inc., a world-leading 
manufacturer of AI-enabled 
computer vision systems 
for the forest products/
lumber industry. After 
growing the company 
with no outside capital, 
Lucidyne’s founder sought 
a full sale to facilitate 
expansion with the backing 

of growth capital. Cascadia ran a multipronged sales 
process to maximize value and likelihood of execution. 
After receiving multiple bids, Lucidyne’s founder chose 
Italian competitor Microtec as the steward for his 
legacy, securing favorable terms and surety of close in 
the process. Despite receiving Microtec’s offer during 

the COVID-19 pandemic, Cascadia drove a successful 
transaction with no in-person meetings in a one-month 
time period.

Vexcel Imaging, a leader in 
digital mapping and aerial 
and terrestrial sensors. The 
company’s management 
team sought an investment 
partner to help them 
rapidly execute on their 
business plan—including a 
new business initiative to 
focus on smart cities, smart 
mapping, and data-as-a-

service solutions for its customer base. They engaged 
Cascadia to help find financial partners with experience 
in the sensor and data library businesses. After selling 
Vexcel’s future story to investors, we received term sheets 
from multiple parties. A well-regarded private equity firm 
with experience in sensor technologies understood the 
company’s vision and invested.

Qi2, a developer of advanced 
robotic sensor systems to 
inspect, assess, and monitor 
the condition of critical energy 
infrastructure. The company 
had recently built strong 
traction in non-destructive 
testing (NDT) technology, 
enabling oil & gas operators to 
significantly decrease costs. 
As a result, Qi2 was seeking 

to transition to a tech-enabled oilfield services provider 
and engaged Cascadia as a financial advisor to identify 
interested partners. After a competitive process involving 
several groups that shared similar strategies in NDT for the 
oilfield, a leading energy technology growth capital firm 
invested substantial capital into Qi2.

https://www.cascadiacapital.com/story/built-for-the-fourth-industrial-revolution-cascadia-capital-launches-leading-edge-investment-banking-practice-dedicated-to-the-robotics-automation-and-artificial-intelligence-sectors/
https://www.cascadiacapital.com/story/built-for-the-fourth-industrial-revolution-cascadia-capital-launches-leading-edge-investment-banking-practice-dedicated-to-the-robotics-automation-and-artificial-intelligence-sectors/
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ALL ABOUT AUTOMATION AND AUTONOMY 
There is a considerable amount of M&A activity in the 
RAAI space right now, with significant investment in those 
companies, especially as venture capital firms become more 
active in the sector. The autonomy sector is particularly hot 

as robotics are now moving from structured environments 
into unstructured ones—driving vehicles, walking the 
streets, and acting as substitutes for living and breathing 
people.

As companies across all sectors begin to 
understand the importance of incorporating 
automation to stay competitive, we believe 
RAAI is set to explode.

As companies across all sectors begin to understand 
the importance of incorporating automation to stay 
competitive, we believe RAAI is set to explode. Companies 
are maturing fast and our dedicated practice group is 
keeping its finger on the pulse of this dynamic space, 
identifying the right companies that we think will be the 
winners in their subsectors.

Whether or not people are ready to acknowledge it, RAAI 
technology continues to upend industries, resulting in 
massive, permanent market shifts. By expanding our deep 
industry focus with our RAAI practice group, Cascadia is 
ideally positioned to help businesses inside and outside 
the RAAI sector tackle the Fourth Industrial Revolution 
head-on.

CASCADIA’S ROBOTICS, AUTOMATION, AND 
ARTIFICIAL INTELLIGENCE PRACTICE

The team’s core areas of focus include: 

Robotics | Mobility Tech | Manufacturing Automation 

Artificial Intelligence/Machine Learning | Computer Vision 

Data Management & Analytics | Augmented Reality/Virtual Reality 

Internet of Things

Please read our recent insights on what’s now and next in advanced manufacturing and industrial automation 
and what’s now and next in robotics.

7 investment banking professionals

100+ years of combined experience

Significant industry knowledge and a successful track record of advising 
companies in the RAAI space

https://www.cascadiacapital.com/story/whats-now-and-next-in-advanced-manufacturing-and-industrial-automation/
https://www.cascadiacapital.com/story/whats-now-and-next-in-robotics/
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MARKET DATA – Q3-2020

The following market data is sourced from PitchBook and reflects middle market activity, 
defined as transactions less than $1 billion value.

Preliminary data shows middle market deal volume has increased 8.9% and deal value has increased 8.7% in LTM Q3 2020 
compared to LTM Q2 2020

U.S. M&A ACTIVITY BY QUARTER

Graph data source: PitchBook
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U.S. PRIVATE EQUITY ACTIVITY BY QUARTER

 U.S. PRIVATE EQUITY VS. OVERALL M&A ACTIVITY 

There was less overall M&A activity through YTD 2020 and PE contributed a smaller share. However, preliminary LTM Q3 
2020 data shows a bounce back in the portion of PE deals

Graph data source: PitchBook

Preliminary data shows private equity (PE) deal volume has increased 29% while deal value has increased by 25% 

in LTM Q3 2020 compared to LTM Q2 2020

Graph data source: PitchBook
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Through YTD 2020 the portion of platform investments has seen a slight decrease, while the portion of add-on 
investments has remained steady. PE market share has declined, but is rebounding: Q2 2020 hit 34%, and preliminary Q3 

2020 data is showing a 41% share

PORTION OF U.S. PRIVATE EQUITY VS. OVERALL M&A ACTIVITY

U.S. PRIVATE EQUITY ACTIVITY BY QUARTER

Graph data source: PitchBook

During the recent pandemic, add on’s have contributed to a larger share of PE deal activity as firms have focused 

on existing investments

Graph data source: PitchBook
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Definite fund lives and a necessity to exit aging portfolio companies will drive M&A activity as PE funds seek to 
deploy capital

U.S. PRIVATE EQUITY SUB $1B COMPANY INVENTORY

Graph data source: PitchBook

U.S.  M&A MULTIPLES

Graph data source: PitchBook
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U.S. PRIVATE EQUITY MULTIPLES

Graph data source: PitchBook

U.S. PRIVATE EQUITY CAPITAL OVERHANG

Graph data source: PitchBook
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A slowdown in private equity deal activity related to pandemic uncertainty has led to record dry powder levels
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Overall U.S. PE assets have continued to grow on a consistent basis year-over-year, barring a slight decrease in 2020
Graph data source: PitchBook

Preliminary data shows PE fundraising has contracted YTD 2020 in terms of both capital raised and capital raised per 

fund, and notwithstanding a significant rebound in Q4, is expected to be down YoY overall

Graph data source: PitchBook
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OFFICES IN:

1000 Second Avenue, Suite 1200 
Seattle, WA 98104

(206) 436-2500

12Trust. Experience. Independence. Results.  www.cascadiacapital.com

Los Angeles  |  Minneapolis  |  New York  |  Seattle

To  learn more, contact our Seattle headquarters:

Long-term
Trusted Advisors

WHO WE ARE

Serving Entrepreneurs 
and Family Businesses

WHO WE SERVE

Deep Industry 
Expertise

WHAT WE  KNOW

Customized 
Approach

WHAT WE DO

WHY CASCADIA?

Over 375 transactions with more than $13 billion in aggregate value.

https://www.cascadiacapital.com/team/
https://www.cascadiacapital.com/our-clients/
https://www.cascadiacapital.com/industries/
https://www.cascadiacapital.com/our-services/



