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FROM OUR CEO
As the U.S. emerges from the pandemic, an incredible 
bounceback is happening with people overcompensating 
for having their spending and travel curbed over the 
last 18 months. All of this activity is contributing to a 
very hot economy. At the same time, the deal market 
has continued to accelerate at a stunning pace through 
Q2. The contributing factors we discussed in our last 
newsletter are still in play: a surplus of cash, the historic 
wave of the Fourth Industrial Revolution, and the 
pandemic leaving many business owners inclined to 
sell while eager to beat expected state and federal tax 
increases.

As the deal market gets hotter, higher prices and robust 
activity are drawing out even more sellers who want 
to take advantage of the opportunity. The cycle we 
are experiencing now is the biggest I have seen since 
becoming a professional in the mid-1980s. It is broader 
and bigger than the Internet bubble in the late 1990s, 
because of the disproportionate magnitude of the 
technology revolution now transforming every industry. 
Here at Cascadia, we saw the acceleration coming early 
in the pandemic, but its continued momentum has 
surpassed our wildest expectations.

TELLTALE SIGNS OF A SUPERCYCLE
We believe the boom in growth and activity happening 
now is a supercycle that could last several years—
through at least 2022 and probably into 2023. Four key 
factors are fueling the boom:

• A staggering amount of technology innovation

• A huge volume of available capital

• Low interest rates and significant availability of 
debt capital

• Relative stability in the world and the U.S. 

During a supercycle, all five aspects of a deal market 
align: stability, availability of capital, investor and buyer 
willingness to accept risk, technology transition and 
innovation, and low interest rates. In regular cycles, 
three to four of these factors might exist, but right 
now all five do. That leads us to believe this cycle will 
probably be longer-lasting than most.

We have also been seeing outsized valuations that are 
characteristic of supercycles. In regular cycles, we think 
a client is worth a particular price and about half of 
the time deals exceed that number. In this cycle, more 
than 90%- of the time deals are exceeding that number 
by a significant amount. Pre-emptive offers—another 
hallmark of a supercycle—are also prevalent. This 
involves a buyer asking what price the company would 
require to stop the process and move forward with them 
exclusively. When we take a company to market in a 
regular cycle, 15-25% of deals include pre-emptive bids. 

We believe the boom in growth and 
activity happening now is a supercycle 
that could last several years—through 
at least 2022 and probably into 2023.
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Right now, 60-65% of our deals include them and they 
are becoming even more common with buyers willing to 
pay extraordinary prices.

We do not see this supercycle slowing down but rather 
accelerating further and fueling vast opportunity. Of 
course, the one thing no one can forecast is COVID. 
The post-pandemic high the U.S. is experiencing now 
will eventually moderate, but right now, it is giving 
companies—particularly airlines, hotels, restaurants, and 
other consumer-oriented companies—a chance to repair 
their balance sheets after a very tough year.

EYE-CATCHING SECTORS
To that end, the stark bifurcation we saw in the deal 
market last year has dissipated and there is no longer 
much delineation between consumer and non-consumer 
companies. A narrower set of consumer companies 
are emerging from the pandemic and the high-quality 
businesses are seeing buyer interest. Investors who 
believe the worst is over are looking at franchises that 
made it through the pandemic and will come back 
strong—and they are acting accordingly. We are starting 
to see deal activity ramp up in the restaurant space and 
other consumer sectors.

Meanwhile, the healthcare sector is continuing to 
skyrocket and is experiencing a “super-supercycle” 
thanks to incredible technology innovation and an aging 
population. Artificial intelligence (AI) in healthcare is 
leading to good discovery opportunities as well as all 

types of disease management opportunities. We are 
seeing companies growing at unbelievable rates with 
valuations reflecting that.

The only areas we see moderating right now are 
companies that likely will not generate revenue in the 
near term, such as air mobility and space travel. These 
companies have great stories and long-term prospects 
but are five-to-10 years away from profitability. In these 
cases, investors have realized they may have gotten 
over-excited and valuations have pulled back slightly as 
a result. We view this as healthy—the market is letting 
off some steam and preventing these “story stocks” from 
overheating.

DEAL TIMES SLIPPING
The biggest impediment in the market right now is 
ironically a by-product of this supercycle’s remarkable 
deal activity. Investors, buyers, accountants, lawyers, 
and consultants have so many deals in progress that 
it is creating a backlog. As part of the deal process, 
sellers need to share a quality of earnings report 
produced by a third-party accounting firm that digs 
into their financials and validates their performance. 
Normally this takes a week to produce, but right now 
most accounting firms are so busy there is a six-to-
eight-week wait time for them to even start a quality of 
earnings report. Deal lawyers have comparable queues. 
Deal timing is slipping as result, which is becoming 
an issue as many owners want to sell now to beat 
expected tax increases at both a federal and state level. 
At Cascadia, we are focused on trying to get to the front 
of the queue with accounting and law firms we have 
strong relationships with to minimize the delays.

BUILD IT AND THEY WILL COME
As this supercycle keeps gathering steam with no end 
in sight, what does this mean for business owners and 
entrepreneurs? With this phenomenal market comes 
the burden of proving you are a good company that 
deserves a great valuation. The market is doing an 

The stark bifurcation we saw in the 
deal market last year has dissipated 
and there is no longer much 
delineation between consumer and 
non-consumer companies.
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excellent job delineating between quality and non-
quality companies and pricing them accordingly. 
And when it comes to quality, investors are ready 
and willing to pay up. When our clients speak with 
us about a great valuation a competitor received, we 
help them peel back the onion to identify what drove 
that price. We help our clients understand their value 
and growth prospects, so they are prepared to face 
buyer scrutiny.

At the end of the day, fundamentals are what matter 
most. Business owners and entrepreneurs need to 
be focused on their business hitting on all cylinders. 
If your business is doing well, and your margins and 
growth are good, there will be a good bid for you. 
Build it and the valuation will come.

We look forward to sharing more insights with you 
next quarter. In the meantime, we wish you a happy, 
productive, and restorative summer.

Best regards,

Michael Butler  
CEO, Cascadia Capital

With this phenomenal market 
comes the burden of proving you 
are a good company that deserves 
a great valuation.
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Cascadia's Client Support By the Numbers

BUSIER THAN EVER IN 
FIRST HALF OF 2021  
In January, we shared our thoughts on why and how 
2021 could create the Perfect Storm to Consider a Sale 
for company owners. We projected peak valuations in 
the M&A and capital markets—married with elevated 
recovery, tax, and business cycle risk—would provide the 
impetus for many to consider their strategic alternatives.

Having lived through a period of significant market 
turbulence, many business owners have become 

acutely aware of how much risk they were shouldering, 
which opened their eyes and minds to a transaction. 
Midway through 2021, our thesis has borne out, 
translating into an M&A and capital formation boom 
with further room to run.

Our team has had the privilege of supporting over 35 
clients in M&A and capital raising efforts over the last 12 
months. One might naturally attribute any year-over-
year growth in 2021 to the pandemic’s temporary pause 
on dealmaking in 2020, but this year’s unique drivers 
have made it an even more active year than 2019.

https://www.cascadiacapital.com/story/the-perfect-storm-to-consider-a-sale-in-2021-high-risk-of-tax-increases-peak-valuations-and-unprecedented-liquidity-among-buyers/
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KEEPING A PULSE ON 
THE MARKET: 
CASCADIA INSIGHTS

Throughout the year, we’ve shared our thoughts on 
how specific macro and micro trends are impacting 
M&A and capital markets, as well as deep dives in select 
industries. See below for a collection of our most read 
thought pieces:

Most Read Market Insights

Most Read Industry Insights

Wine Industry Leaders Tapping 
Public Markets - Further 

Fueling a Robust M&A Cycle 
for the Beverage Industry

Inside the Minds of Investors
Five Acion Items for 

Robotics, Automation, and AI 
Companies

Plug In:
Energy Sector Updates 

Sustainablility + Energy + 
Transition + Cleran Tech M&A

Investor Interest Surges with 
Third Wave of Physician 

Practice Management 
Consolodation

Recent Energy Storage 
Valuations Point to Key Trends 

in the M&A and Capital 
Markets

VIDEO:
Business Services Transaction 

Review Audienz + The 
Channel Company

Business Services
2020 Year in Review

Historic Year Will Have 
Lasting Impact

Robotics, Automation & 
Artificial Intelligence

Key Trends & Predictions

The Edges of  
Telehealth's Efficacy

The 2021 M&A 
Boom is Only 
Halfway Complete

The SPAC Boom Has 
Changed the Market

The Perfect Storm to 
Consider a Sale in 2021
High Risk of Tax Incentives, Peak 
Valuations, and Unprecedented 
Liquidity Among Buyers

Quarterly
Newsletter
Spring 2021

https://www.cascadiacapital.com/story/the-2021-ma-boom-is-only-halfway-complete/
https://www.cascadiacapital.com/story/wine-industry-leaders-tapping-public-markets-further-fueling-a-robust-ma-cycle-for-the-beverage-industry/
https://www.cascadiacapital.com/story/wine-industry-leaders-tapping-public-markets-further-fueling-a-robust-ma-cycle-for-the-beverage-industry/
https://www.cascadiacapital.com/story/inside-the-minds-of-investors-five-action-items-for-robotics-automation-and-ai-companies/
https://www.cascadiacapital.com/story/inside-the-minds-of-investors-five-action-items-for-robotics-automation-and-ai-companies/
https://www.cascadiacapital.com/story/plug-in-energy-sector-updates/
https://www.cascadiacapital.com/story/plug-in-energy-sector-updates/
https://www.cascadiacapital.com/story/investor-interest-surges-with-third-wave-of-physician-practice-management-consolidation/
https://www.cascadiacapital.com/story/investor-interest-surges-with-third-wave-of-physician-practice-management-consolidation/
https://www.cascadiacapital.com/story/recent-energy-storage-valuations-point-to-key-trends-in-the-ma-and-capital-markets/
https://www.cascadiacapital.com/story/recent-energy-storage-valuations-point-to-key-trends-in-the-ma-and-capital-markets/
https://www.cascadiacapital.com/story/business-services-transaction-review-audienz-acquired-by-the-channel-company/
https://www.cascadiacapital.com/story/business-services-transaction-review-audienz-acquired-by-the-channel-company/
https://www.cascadiacapital.com/story/business-services-2020-year-in-review/
https://www.cascadiacapital.com/story/business-services-2020-year-in-review/
https://www.cascadiacapital.com/story/cascadia-capital-releases-robotics-automation-artificial-intelligence-report/
https://www.cascadiacapital.com/story/cascadia-capital-releases-robotics-automation-artificial-intelligence-report/
https://www.cascadiacapital.com/story/the-edges-of-telehealths-efficacy/
https://www.cascadiacapital.com/story/the-edges-of-telehealths-efficacy/
https://www.cascadiacapital.com/story/the-2021-ma-boom-is-only-halfway-complete/
https://www.cascadiacapital.com/story/the-spac-boom-has-changed-the-market/
https://www.cascadiacapital.com/story/the-spac-boom-has-changed-the-market/
https://www.cascadiacapital.com/story/the-perfect-storm-to-consider-a-sale-in-2021-high-risk-of-tax-increases-peak-valuations-and-unprecedented-liquidity-among-buyers/
https://www.cascadiacapital.com/story/the-perfect-storm-to-consider-a-sale-in-2021-high-risk-of-tax-increases-peak-valuations-and-unprecedented-liquidity-among-buyers/
https://www.cascadiacapital.com/wp-content/uploads/2021/03/CascadiaNewsletter_Spring-2021.pdf
https://www.cascadiacapital.com/wp-content/uploads/2021/03/CascadiaNewsletter_Spring-2021.pdf
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MARKET DATA – 1H-2021

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

Middle market deal volume has risen the past three quarters and are back to near peak levels.  

U.S. M&A ACTIVITY BY QUARTER

Graph data source: PitchBook
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Private equity (PE) deal volume has decreased 9% while deal value has decreased by 14% during LTM Q1 ‘21 
compared to LTM Q4 ’20. The strong spike in PE activity seen during Q4 was due to tax motivated selling which pulled 

some of the Q1 ’21 deals into Q4 ’20.  

Overall M&A activity has seen a strong bounce back since the slow down during Q2 2020

U.S. PRIVATE EQUITY ACTIVITY BY QUARTER

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

Graph data source: PitchBook

Graph data source: PitchBook
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The portion of both platform and add-on investments has seen a slight dip during Q1 ’21 compared to Q4 ’20 but  levels 
remain elevated.

Throughout the pandemic, add-on’s have contributed to a larger portion of PE deal activity as firms have focused on 
existing investments.

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

U.S. PRIVATE EQUITY ACTIVITY BY QUARTER

Graph data source: PitchBook

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

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

* As of 9-30-2020

U.S. M&A MEDIAN EV / EBITDA MULTIPLES

Graph data source: PitchBook

Graph data source: PitchBook
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U.S. PRIVATE EQUITY MEDIAN EV / EBITDA MULTIPLES

U.S. PRIVATE EQUITY CAPITAL OVERHANG

A slowdown in PE deal activity related to pandemic uncertainty has led to record levels of dry powder.

* Returns data through 6/30/2020

Graph data source: PitchBook

Graph data source: PitchBook
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Although total capital raised  was seen contracting during 2020, PE funds are now seeing  a slight expansion in average 
fund size.

Overall U.S. PE assets have  seen continued growth on a consistent basis year-over-year.

U.S. PRIVATE EQUITY ASSETS UNDER MANAGEMENT

U.S. PRIVATE EQUITY FUNDRAISING

* Returns data through 6/30/2020

* As of 12/31/2020

Graph data source: PitchBook

Graph data source: PitchBook
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OFFICES IN:

1000 Second Avenue, Suite 1200 
Seattle, WA 98104

(206) 436-2500
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Los Angeles  |  Minneapolis  |  New York  |  Seattle

To learn more, contact our Seattle headquarters:

Long-term
Trusted Advisors

WHO WE ARE 

Serving Family Businesses 
and Entrepreneurs

WHO WE SERVE

Deep Industry 
Expertise

WHAT WE  KNOW

Customized 
Approach

WHAT WE DO

WHY CASCADIA CAPITAL?

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

