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FROM THE CEO
Heading into 2022, we were focused on the boom 
in growth and activity creating a long-lasting 
supercycle thanks to five key factors aligning—
stability, availability of capital, investor and buyer 
willingness to accept risk, technology transition 
and innovation, and low interest rates.

What happened to that supercycle in the first 
half of 2022? The fifth underpinning factor—low 
interest rates—went away as the Federal Reserve 
shifted from calling inflation “transitory” to 
belatedly taking actions against it with a series 
of interest rate hikes they have indicated will 
continue throughout the year. The rate rises will 
result in four possible outcomes, listed in order 
of increasing risk: a slowdown with no recession 
(aka: a soft landing), a recession, a credit market 
implosion similar to 2008, and stagflation. 

We believe the second outcome is most likely, 
with rate rises pushing the U.S. economy into a 
recession that could have been avoided. In this 
scenario, weaker companies that raised a lot of 
money but are not making money will be cleared 
out, and stronger companies will be forced to cut 

fat. We expect this will lead to a healthy tightening 
of the market and set things up for a rebound after 
a four-to-six-month recession.

But thanks to a series of fiscal and monetary 
policy missteps along with a far too slow response 
time, many market participants have lost so much 
confidence in the Biden Administration, Congress, 
and the Fed that they are expecting stagflation—
the worst possible scenario most of us have never 

Confidence has plummeted in the last 
four-to-six weeks, with heightened 
emotions running the risk of creating 
a self-fulfilling prophecy.

THOUGHTS AT THE 
HALF-WAY MARK

• We expect rising interest rates 
will push the U.S. economy into 
a recession, leading to a healthy 
tightening of the market.

• Deal activity is still robust, but buyer 
and investor scrutiny has intensified 
while astronomic prices have muted.

• PE buyers are more likely to close 
than strategic buyers given the 
volatility of public markets.

• Business owners contemplating 
selling need to go to market in the 
next quarter or run the risk of owning 
their business for another three-to-
five years.
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lived through. Confidence has plummeted in the last 
six weeks, with heightened emotions running the 
risk of creating a self-fulfilling prophecy.

SEEING IT BEFORE BELIEVING IT
Despite widespread pessimism, deal activity 
continues to be robust. But now there is a greater 
risk of deals folding at the last minute, particularly 
if a public company buyer is involved. Valuations 
are still good, but we are not seeing the spike bids 
that were commonplace last year. Though the 
astronomic prices are gone, buyer scrutiny is more 
intense than ever. We have entered a “show me” 
world where buyers are demanding concrete proof. 
They need to see it before believing it; once they do 
see it, they are willing to value and pay for it. 

If a company is looking to sell and has a strong 
pipeline, buyers want it converted to revenue before 
counting it. Buyers are also on the lookout for any 
supply chain issues—today or six months down the 
line—as COVID complexity has been layered with 
the Russian-Ukraine war complexity, just as the 
older issues were starting to correct themselves. 
In particular, investors are scrutinizing supply 
chains in food sectors using grain as the main input. 
Companies will need to explain how their supply 
chain would be impacted if Putin blocks grain 
exports from Ukraine. Even if it is not a problem 
right now, businesses need to show they are 
anticipating future issues.

Amidst the current challenges, food sectors without 
grain supply chain risk and healthcare sectors 
across the board are thriving. Both are necessities 
despite the downturn and drop in consumer 
confidence. Meanwhile, technology companies 
connected to consumers that rely on them shopping 
and spending—including marketing tech and retail 
tech—are struggling in the current environment.

To read more about how the downturn is impacting 
Cascadia clients, turn to page 4 for perspectives 
from our bankers.

AN URGENCY TO SELL
As confidence has collapsed over the last six 
weeks, business owners are experiencing an 
understandably wide range of emotions. Owners 
in their sixties or seventies are observing what 
is happening and want to avoid going through 
another period like 2008 when they will not be able 
to sell their business. We are seeing many clients 
on the West Coast wanting to sell and move away, 
particularly in markets like Los Angeles. There is a 
sense of urgency to sell before the window shuts.

And while sellers are typically reluctant to adjust 
to a lower price, many want to sell now even if the 
price is 10 to 20 percent off what it would have 
been six months ago.

At Cascadia, we are working closely with our clients 
to ensure there are no proverbial skeletons before 
going to market. Given how easily buyers can be 
spooked in this market, one detail going wrong can 
be a permanent deal killer. Sellers must be ready, 
ensuring their books are transparent and airtight 
so buyers will not find anything that was not 
revealed or represented accurately.

Given how easily buyers can be 
spooked in this market, one detail 
going wrong can be a permanent 
deal killer.
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GUIDANCE FOR A BUMPY SECOND HALF
With so much volatility and uncertainty in the 
second half of 2022, we encourage business owners 
to keep the following guidance top of mind:

• CEOs need to get their hands dirtier. Given 
how rapidly things are changing, buyers and 
investors are reassured to see CEOs who have 
their hands in their company’s products, 
numbers, and strategy. Delegation in this 
environment is not perceived favorably. CEOs 
should be visible and outward facing, but also 
need to roll up their sleeves and have their 
hands in the business. Personal accountability 
and knowing where the money is being spent 
are vital.

• Stay close to key customers. Keeping a close 
eye on customers is essential to avoid an 
abrupt departure changing the complexion 
of your company’s financials. We have 
experienced several situations before taking 
companies to market where long-term clients 
made unexpected, large reductions in orders, 
significantly altering their outlook. 

• Sell now or be prepared to wait. Business 
owners contemplating selling will need to go 
to market in the next quarter or run the risk 
of owning their business for another three-to-
five years. There is a very narrow window to 
act as we may already be in a recession. 

Our Cascadia team is committed to helping 
entrepreneur- and family-owned businesses, 
investors and advisors navigate these choppy 
waters and make the best decisions to create 
value. We continue to be optimistic about the 
prospects for quality companies and look forward 
to sharing another update with you this fall.  

Best regards,

Michael Butler  
CEO, Cascadia Capital
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A CLOSER LOOK: THE 
DOWNTURN’S IMPACT 
ON OUR CLIENTS  
How are all of the macro political and 
economic issues in the US and around the 
world affecting the middle market clients 
we serve globally? 

Fortunately, the impact on our clients and deals has 
been relatively minor with only a small percentage 
of clients experiencing material enough financial 
impact from supply chain or inflation/cost issues to 
actually translate into a decrease in valuation. One of 
the things we love about working with entrepreneur- 
and family-owned businesses is how nimble they 
are, and how they tend to move quickly to adjust to 
market dynamics. To that end, the majority of our 
clients have taken tangible actions to mitigate these 
issues—moving supply relationships to new countries, 
changing inventory policies, shifting logistics networks, 
moving IT development from Ukraine/Eastern Europe 
to South America, and more. Additionally, most of our 
bankers have seen some of the cost and supply/vendor 
chain pressures starting to demonstrate signs of easing.  

THE SELLER’S MARKET PERSISTS
In our view, the material valuation resets in the public 
markets demonstrate an interesting bifurcation of 
the public and private markets. The private markets 
continue to be driven largely by the immense supply/
demand imbalance of capital versus companies 
to invest in, which we believe has supported solid 
continued buyer interest, valuations, and no movement 
to additional structure such as earnouts/seller notes. 

We have seen a variety of pressures on valuations with 
buyers signaling or attempting retrades, but to date 
the balance of power has remained on the seller side 

with these attempts not resulting in material changes. 
As Michael Butler discussed in his opening letter, the 
main change in 2022 versus 2021 has been the relatively 
fewer aggressive buyers in each of our processes. While 
one can get to the same/similar valuation as before 
the execution of these deals, it is more challenging to 
manage fewer high-value buyers in the later stages of a 
process.  

PE AND LEVERAGED LENDING STAY ACTIVE
One of the most important underpinnings of the 
current middle market M&A environment is that 
private equity (PE) and leveraged lending have remained 
active. What really shut down the markets in 2008 was 
the disappearance of leveraged lending, which dried 
up PE's ability to pay market clearing valuations. While 
there have been major issues in the high-yield debt 
market affecting larger deals, the middle market has 
been unaffected to date with robust leveraged lending 
at similar multiples. The increase in interest rates does 
not materially affect valuation or returns, but if we were 
to see leverage multiples pull back, that would more 
clearly affect PE valuations. 

Similarly, PE has incredible amounts of equity capital 
overhang ($731 billion in US PE dry powder according to 
recent Pitchbook data), which has resulted in PE being 
very active and aggressive in our processes through this 
market environment.

We have seen a variety of pressures 
on valuations with buyers signaling 
or attempting retrades, but to date 
the balance of power has remained 
on the seller side with these attempts 
not resulting in material changes.
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A REMARKABLE FLIGHT TO QUALITY
The major caveat to the above market dynamics—
and our biggest challenge as we shift our business 
to the realities of the current middle market M&A 
environment—is the remarkable flight to quality 
dynamic we have seen driving both strategic and PE 
buyers. For “A” companies—those who have evidenced 

the ability to grow and retain/expand margins through 
the past year and recent times—they continue to drive 
intense buyer interest and valuations consistent with 
2021. Meanwhile, there is a waning demand for “B” 
companies and a much greater challenge to attain 
valuations in line with 2021. Finally, there is extremely 
limited—if any—buyer interest for “C” companies, and 
valuations are being dramatically reduced to a point 
where buyers need to see a very low value/cheap buy to 
be enticed to move on these deals.  

We are helping our clients concentrate on company 
performance to ensure we are aligned with them on 
valuation and structure expectations prior to going to 
market. As always, we take our fiduciary responsibility 
and client stewardship very seriously, so are candid with 
prospective clients—letting them know if now is not the 
right time to optimize their outcome. We only encourage 
commencement of a process when we believe there is 
a very high probability of meeting or exceeding their 
expectations in the current market environment.  

For “A” companies—those who have 
evidenced the ability to grow and 
retain/expand margins through the 
past year and recent times—they 
continue to drive intense buyer 
interest and valuations consistent 
with 2021.
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Recent Transactions

Please see some of the recent clients Cascadia has supported below.  Our goal is to be a trusted advisor to founders, 
entrepreneurs, family business owners and private equity firms, assisting them to realize their goals of growing and 
maximizing the value of the companies they have spent years, a lifetime or generations building.  
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MARKET DATA – Q2 2022

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

Middle market deal value and deal count decreased ~30% and ~25%, respectively, from 2H21 compared to 1H22.

U.S. M&A ACTIVITY BY QUARTER

Graph data source: PitchBook
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Private equity (PE) deal value and deal volume decreased ~28% and ~17%, respectively, from 2H21 compared to 1H22.

While overall M&A activity decreased in 2H22, PE activity (~42% of total M&A) slightly increased.

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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From 2H21 to 1H22, Add-on acquisitions remained steady (~33% of total) while platform acquisitions decreased ~3%.

The continued trend of PE activity growth has slowed in most recent quarters, inline with broader market changes.

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



Quarterly NewsletterCascadia Capital, LLC

10Trust. Experience. Independence. Results.        www.cascadiacapital.com

Overall PE portfolio inventory continued to grow in 2022. 

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

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

Graph data source: PitchBook

Graph data source: PitchBook

* As of 06/30/2022

* As of 06/30/2022

* Only total displayed due to small sample sizes
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U.S. PRIVATE EQUITY MEDIAN EV / EBITDA MULTIPLES

U.S. PRIVATE EQUITY CAPITAL OVERHANG

PE capital overhang continued to decrease from the peak in 2021.

* As of 06/30/2022

Graph data source: PitchBook

Graph data source: PitchBook

* Only total displayed due to small sample sizes

* As of 06/30/2022



Quarterly NewsletterCascadia Capital, LLC

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

Capital raised through the first half of the year points to another year of elevated fundraising activity.

Total PE AUM has decreased slightly from 2021 to 2022.

U.S. PRIVATE EQUITY ASSETS UNDER MANAGEMENT

U.S. PRIVATE EQUITY FUNDRAISING

* As of 06/30/2022

* As of 06/30/2022

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/

