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Sectors
•	 Valuations	in	energy,	mining	&	

utilities fell to 8.6x in 2012 from 
10.7x in 2011; this is largely 
attributed to softer demand 
emanating from China.

•	 A	further	slowdown	in	the	resources	
space could result in impairment 
charges for acquisitions made in 
recent years – a trend that has 
already been witnessed within the 
mining sector. 

•	 The	development	of	shale	gas	in	
the US is crowding out traditional 
coal and slowing renewable energy 
development, putting downward 
pressure on prices. However, 
it also is ushering in a more 
competitive industrial landscape 
for US businesses, with positive 
implications for valuations in the 
industrials and chemicals space.

•	 Despite	an	uptick	in	the	number	
of deals in 2012, industrials 
&	chemicals	valuations	were	
depressed, falling to 7.9x from 8.6x 
in 2011, with buyers factoring in 
lower returns on acquisitions. 

Global Trends
•	 Average	global	EBITDA	multiples	fell	

to 8.8x in 2012 from 9.6x in 2011, 
due to concerns about the future of 
the Eurozone, a slowdown in key 
emerging economies and a rush to 
get deals done in the US before the 
expiration of tax cuts. 

•	 Despite	this	fall	in	valuations,	
goodwill is now finding its way back 
onto corporate buyers’ balance 
sheets, with the amount of goodwill 
in the deals worked on by American 
Appraisal averaging above 30% in 
2011 and 2012 compared to just 
18% in 2010, when buyers were 
reluctant to offer a high premium 
over the identifiable fixed and 
intangible assets.

•	 Private	equity	exit	multiples	are	at	
their lowest level in three years, 
coming in at just 8.1x in the first 
quarter of 2013 compared to 
9.4x in 2012 and 10.6x in 2011. 
This downward trend is attributed 
to a rise in the proportion of 
secondary buyouts, a volatile 
IPO market and the reticence of 
corporate buyers.

•	 Buyers’	revenue	forecasts	have	
dropped while EBITDA projections 
have remained relatively stable, 
indicating a greater focus on 
synergistic dealmaking for industrials 
&	chemicals	firms.

•	 Technology,	media	&	telecom	(TMT)	
multiples were down to 8.6x in 2012 
from 10.8x in 2011. This is attributed 
to an innovation lull in areas such 
as mobile phones and concerns 
over how new technologies such as 
knowledge processing and social 
media will be monetized.

•	 The	commoditization	of	tablets	and	
mobile phones poses a valuation 
risk to players in the TMT sectors.

•	 US-	and	India-based	technology	
corporates with overseas cash 
piles have been taking advantage 
of depressed prices in Europe to 
acquire assets.

Executive Summary
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Regions
•	 Lower	growth	in	China	and	India	

was reflected in lower EBITDA 
and revenue projections and lower 
valuation multiples, with median 
average multiples in Asia dipping to 
9.5x in 2012 from 9.8x in 2011.

•	 Outbound	activity	was	a	major	
theme in 2012, with buyers from 
China, India and Japan all searching 
for overseas opportunities and taking 
advantage of depressed multiples.

•	 Inbound	activity	to	China	was	
suppressed in 2012 due to 
concerns about the slowdown, with 
inbound deals accounting for 35% 
of all activity by volume compared to 
51% in 2011.

•	 In	the	US,	a	push	to	get	deals	done	
before the expiration of tax cuts 
at the end of 2012 pushed down 
multiples, which fell marginally to 
9.3x in 2012 from 9.6x in 2011 
despite	an	increase	in	M&A	activity.

•	 Projections	for	revenue	and	EBITDA	
growth in the deals worked on by 
American Appraisal were down 

in the Americas, from 16.9% and 
17.8%, respectively, in 2011 to 9.4% 
and 13.0%, respectively, in 2012, 
pointing to subdued confidence.

•	 Median	multiples	in	Latin	America	
increased in 2012 to 8.8x from 8.2x 
in 2011, with sectors focused on 
the domestic market particularly 
attractive to investors from both the 
US and Europe. 

•	 Volatility	impacted	across	Northern	
&	Western	Europe	during	2012,	
with average multiples falling to 8.6x 
from 10.0x in 2011, and investors 
demanding higher returns on their 
investments.

•	 Valuations	in	Central	&	Eastern	
Europe were particularly impacted 
by Eurozone volatility, with multiples 
falling to 7.0x in 2012 from 9.0x in 
2011, but likely to benefit most from 
signs of improved stability.

•	 M&A	activity	and	multiples	were	
on a steady decline in Southern 
Europe, with financing a key barrier 
to a return to growth.



Overview

Dip in global valuations in 2012, 
but brighter outlook for 2013
A	big	jump	in	the	amount	of	M&A	
activity in the fourth quarter helped 
prop up the overall activity for the year, 
which held fairly steady in comparison 
to 2011. However, during 2012 there 
was a global dip in multiples with a 
number of factors combining to put 
downward pressure on valuations. 
In Europe, concerns about the 
future of the Eurozone increased the 
perceived level of risk and meant that 
investors there demanded higher 
returns on their investment, as seen 
by rising IRRs and falling multiples. In 
Asia, a slowdown in growth in the key 
economies of India and China meant 
that projections for company returns 
were lowered, also putting downward 
pressure on multiples.

In the US, the economic picture was 
slightly more favorable, with the US 
registering economic growth of 2.2% 
for the year as a whole. However, 
there was a rush to get deals 
done before the end of the year, 
after which tax rates were set to 
increase; this had a negative impact 
on multiples, with sellers willing to 

accept lower valuations to get deals 
done. Looking forward, continued 
resilience in the US, combined 
with improved visibility about 
the future of the Eurozone and 
an improved outlook for China, 
which looks to have avoided a 
hard landing, should help support 
valuations in 2013. 

Goodwill levels up despite high 
number of writedowns
A significant trend affecting valuations 
in 2012 was the large number of 
writedowns in the energy and mining 
space. It has long been suspected that 
goodwill in the extractive industries 
was something of an oxymoron and 
this was borne out, with companies 
that had built up significant amounts 
of accounting goodwill through 
acquisition in the years leading up to 
the financial crisis now being forced to 
write this down. We expect this trend 
to continue over the next 12 months, 
with mining looking more susceptible 
than energy in general, due to 
prior overestimates of the amount 
of demand stemming from China, 
which	has	now	been	re-evaluated	as	
China’s economy has slowed and the 

government is looking to rebalance 
growth away from construction and 
towards consumer spending.

Despite this, it is noted that goodwill is 
now finding its way back onto balance 
sheets in most sectors. A spate of 
writedowns in 2009 and 2010 had 
previously encouraged firms to avoid 
paying a significant premium over the 
identifiable fixed and intangible assets. 
However, in the deals observed by 
American Appraisal during 2011 
and 2012 this is starting to reverse, 
with firms again assigning a sizable 
proportion of the purchase price 
to goodwill when they feel that an 
acquisition is a good fit. 

This is an observation that points to 
improving confidence, with goodwill 
proving to be more of a risk in a 
stagnant or declining market, when 
a writedown becomes more likely. 
However, we note that deals involving 
private firms often result in higher levels 
of goodwill than the acquirer initially 
expected, with the due diligence stage 

	 	Average	of	intangibles	(ex	G/W)	as	%	of	
purchase price

 Average of net asset as % of purchase price

	 	Average	of	goodwill	(ex	IFA)	as	%	of	purchase	price

Source: American Appraisal
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uncovering that intangibles such as 
customer relationships are lower than 
originally believed due to higher levels 
of customer attrition. The assignment 
to net assets also often ends up lower 
than expected, particularly in industries 
such as heavy machinery, when assets 
such as property and equipment are 
not written up significantly during the 
purchase price allocation process. 

Private equity exit multiples falling
In 2012, the volume of private equity 
(PE)	exits	was	slightly	down	from	
the previous year, and was only 
sustained thanks to a big rise in 
the number of secondary buyouts 
(SBOs).	Over	the	last	eight	years,	
SBOs have on average represented 
20% of all PE deals by volume and 
30% by value, but in the second half 
of 2012 these rose to nearly 25% and 
40%, respectively. 

For sellers, a secondary buyout 
represents liquidity at the cost 
of a reduced exit multiple and is 
apparent in the data, with PE exit 
multiples at their lowest level in 
three years and continuing to fall 
even further at the start of 2013. 
However, with corporate buyers still 
relatively reticent to increase their 
M&A	activity	and	the	global	IPO	
market proving to be very volatile, 
secondary buyouts have the benefit 
of being one of the most predictable 
routes to exit a fund and redeploy 
the capital elsewhere.

With buyers sitting on dry powder with 
an approaching investment deadline 

and many sellers needing to offload 
assets to demonstrate a return to their 
limited partner investors, deals of this 
type look likely to continue, supporting 
the overall level of exits. This has 
negative implications for exit 
valuations during the current year, 
but these could be reversed if there 
are renewed signs of life in the IPO 
market or corporates begin looking 
more favorably on acquisitions. 

In China, private equity exits are 
even tougher to come by following 
the closure of the IPO market due to 
concerns about the quality of assets 
coming to market. PE investors have 
historically	focused	on	short-term	
investments and an IPO within five 
years. However, the imposition of 
more stringent criteria for listings 
means that PE investors will instead 
have to consider longer term 
strategies and alternative exit routes. 
This could prove to be positive 
for exit multiples going forward, 
with only higher quality assets 
likely to be listed in the future, 
thus improving the perception of 
Chinese portfolio companies and 
pushing up valuations.

0

2

4

6

8

10

12

14

Q1 13121110090807
0

200

400

600

800

1,000

1,200

1,400

1,600

1,800

2,000

N
um

ber/value of deals

EB
IT

D
A

 m
ul

tip
le

 (m
ed

ia
n)

12.8

10.1

9.0
10.0

10.6

9.4

8.1

Private Equity Exit 
Valuation Trends

	 EBITDA	multiple	(median)

 Number of deals

	 Value	of	deals	(US$bn)

Source: American Appraisal



Energy, Mining & Utilities
INDUSTRy VALUATION TRENDS 

Extractive valuations hit by 
slowing China 
Cyclical industries in the extractive 
space have witnessed some of 
the most noteworthy transactions 
in	the	post-crisis	period,	with	the	
US$48.5bn	merger	of	Xstrata	and	
Glencore, last year’s largest global 
M&A	deal,	chief	among	them.	In	2012,	
dealmaking activity remained robust, 
with the total volume climbing 10.1% 
to 1,360 deals collectively valued at 
US$583bn	–	a	peak	not	seen	since	
the bull market days of 2007. 

Notwithstanding surging activity 
and the largest deal of 2012, 
aggregate deal value barely shifted 
when compared to 2011. A look at 
valuations explains the trend: median 
EBITDA multiples fell to 8.6x in 2012 

from 10.7x in 2011. Simply put, 
buyers are getting better bargains. 
Falling valuations in the industry are 
not	surprising	with	both	demand-	and	
supply-side	M&A	drivers	in	flux.	

On the demand side, the traditionally 
strong Chinese appetite for resources 
may be partially tempered by a 
period of economic cooling. This 
trend	has	precipitated	a	re-pricing	
for commodities and in turn hit the 
value	of	some	energy,	mining	&	
utilities acquisitions made in recent 
years, raising impairment issues for 
the acquirers. Acquirers’ forecasts 
about	returns	on	M&A	targets	in	this	
sector further reflect this decline, with 
revenue	and	EBITDA	five-year	CAGR	
projections having fallen from highs 
of 30.2% and 23.6%, respectively, to 
just 5.5% and 5.3% in 2012, while the 
median IRR slipped one percentage 
point to 13.0%. 

Shale gas revolution hitting 
valuations in coal, nuclear 
and renewables
Non-conventional	energy	sources	
are changing the entire energy 
landscape, and none more so 
than US shale. The abundance of 
gas supplies coming from states 
such as North Dakota, Oklahoma, 
Pennsylvania and Texas is opening 
up new opportunities. At the same 
time, this influx is exerting competitive 
pressures on conventional sources 
such	as	coal	and	up-and-comers	
such as renewables. The shale 
revolution is shaking things up. 

Key points:

•	 A slowdown in Chinese growth 
led to a drop in commodity prices 
and a fall in company valuations. 

•	 A sector slowdown raised 
goodwill impairment risks for 
acquisitions made in recent years. 

•	 Shale development in the US 
is crowding out traditional coal 
and reducing the appetite for 
developing renewable energy in 
the US market, while also ushering 
in a more competitive industrial 
landscape for US businesses.
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‘ Ten years ago the US was looking at installing re-gassing facilities to deal with 
a structural shortfall in supply. Horizontal drilling for shale gas has now flipped 
that concern on its head. There’s even talk of adapting those facilities for 
exporting LNG.’ 

Gary Loke
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This is happening across different 
power generation sources and 
throughout the supply chain. In 
particular, coal is facing perhaps the 
most significant challenges – from 
shale gas as well as more stringent 
environmental regulations. While coal 
used to account for over half of US 
electricity generation, that figure is now 
closer	to	one-third.	At	the	other	end	
of the spectrum, even green energy, 

which is targeted for growth by the US 
government for its energy security and 
environmental attractiveness, faces 
stiff competitive pressures from natural 
gas, particularly without prospects for 
needed subsidies during a period of 
fiscal wrangling in Washington. 

Shale gas is also changing the power 
generation	business.	With	cheap-btu	
natural gas abundantly available, 

there is also downward pressure 
on	electricity	prices	from	gas-fired	
generating plants. This further 
impacts the value of generating 
plants, in particular those with 
more expensive feedstock. 
Looking forward, there will be 
winners and losers as growing 
gas supplies affect asset prices, 
with American industry primed 
to be among the winners. 

‘ The low price of gas – which is likely to have a low price curve for years to 
come – is hitting margins at the less cost-effective plants reliant on coal and 
newer renewable energy sources.’

Kevin Reilly



Industrials & Chemicals

Key points:

•	 Despite an uptick in the number 
of deals in 2012, industrials 
&	chemicals	valuations	are	
depressed, with buyers factoring 
in lower returns on acquisitions in 
the year. 

•	 Buyers’	expectations	on	five-year	
revenue forecasts for acquired 
firms has dropped, while EBITDA 
projections have remained stable, 
indicating a greater focus on 
synergistic dealmaking.

Valuations dragged down by 
global slowdown
The	industrials	&	chemicals	sector,	
thanks as much to its diversity as 
to its enduring appeal, remained an 
integral	part	of	global	M&A	activity	
in 2012. This segment saw a slight 
uptick in deal flow, although total deal 
value	dropped	by	23%	to	US$281bn.	
Among the sector’s biggest deals 
were	those	ranging	from	game-
changing blockbuster deals, such as 
Volkswagen’s	$14.2bn	purchase	of	
Porsche, to those linked to distress, 
as	with	the	US	Treasury’s	US$5.5bn	
sale	of	General	Motors	(GM)	shares	
back to GM following a period 
of restructuring. 

This past year broke with the 
preceding five years’ pattern of deal 
activity and valuation trends, which 
roughly followed the same ebb and 

flow.	Despite	industrials	&	chemicals’	
apparent strength, valuations hit a 
six-year	low	in	2012:	the	median	
EBITDA	multiple	for	industrials	&	
chemicals deals globally dropped 
to 7.9x in 2012, after remaining 
stable at around 8.5x in 2010 and 
2011.	Yet	the	industrials	&	chemicals	
sector experienced a slight uptick 
in dealmaking volume, from 2,659 
transactions in 2011 to 2,676 
transactions in 2012.

These trends are by no means 
unique	to	industrials	&	chemicals,	as	
increases in dealmaking accompanied 
by depressed valuations were evident 
across a number of sectors in many 
developed markets. A host of factors, 
including market uncertainty and 
slowing economic activity in industrial 
hubs such as the Eurozone, China 
and the US, is likely at the root of the 
shifts witnessed in 2012. 

American Appraisal data 
points to deals being focused 
on synergistic benefits
Within	the	industrials	&	chemicals	
sector, there are also signs that 
acquirers’ expectations of returns 
fell in 2012. The past two years 
witnessed declines in the median 
IRR	for	industrials	&	chemicals	
acquisitions, which points to 
acquirers being on average less 
optimistic about their takeovers. 
These	figures	are	echoed	by	five-
year CAGR projections for revenues 
and EBITDA, which are both lower 
on average in 2012 than in 2011. 
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‘ The past two years have witnessed declines in the median IRR for industrials 
& chemicals acquisitions, which points to acquirers being on average less 
optimistic about their takeovers.’ 

Richard Siladi
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These declines may also indicate a 
re-assessment	by	dealmakers	of	the	
types of acquisitions being targeted, 
with acquirers increasingly seeking 
out more synergistic deals. This is 
supported by a widening in the gap 
between anticipated growth in EBITDA 
compared to revenues over the coming 
five years, with revenue projections in 
standing at 11.6% in 2012 compared 
to just over 16% for the EBITDA figure. 

Looking forward, M&A in the 
industrials & chemicals sector 
looks set for a strong year, 
which should have a positive 
impact on valuations. In China, 
the government has launched an 
initiative to consolidate a number of 
industries, including the automotive 
subsector. Meanwhile, low natural 
gas prices in the US on the back 
of the shale revolution are primed 

to spur a wave of reindustrialization 
in the US. This should push up 
valuations in sectors such as 
petrochemicals, with lower energy 
prices	meaning	that	US-based	
factories now benefit from a 
significant competitive advantage 
in operating costs to other facilities 
around the world. 



Technology, Media & Telecom

Global TMT valuations hit by lull 
in innovation
A significant rise in average EBITDA 
multiples in the TMT sector in 2011 
was followed by an even greater fall 
in 2012. This fits with a sentiment 
observed by American Appraisal 
that advances in the sector are at a 
lull, with only minor improvements 
currently being registered in areas 
such as computers, software and 
telecommunications. The next big 
breakthroughs seem to be currently in 
the lab rather than in the market. This 
feeling resonates with the stockpiles 
of cash sitting on the balance sheets 
of large US technology firms, with 
companies unsure where they should 
be focusing their resources and 

hoarding cash rather than investing in 
research	or	M&A.	

While there is a lot of excitement 
surrounding sectors including 
cloud computing, knowledge 
processing and social media, many 
of these technologies have yet to fully 
demonstrate how they will translate 
into revenues and are therefore 
difficult to price, as underlined by the 
challenging IPO of Facebook and the 
writedown of Autonomy following its 
takeover	by	Hewlett-Packard	(HP).	

The commoditization of technology 
has been a major trend in personal 
computers and has had serious 
repercussions for margins at major 
PC manufacturers. This has pushed 
companies to focus on other sectors, 
with IBM selling its PC business 
to	China-based	Lenovo	Group	
in 2005 and HP buying software 
producer Autonomy in 2011 in an 
effort to diversify. There are serious 
concerns that commoditization 
also awaits mobile phones and 
tablets, with products from 
different manufacturers becoming 
increasingly similar in both form 
and function and ever-smaller 
levels of improvement with each 
new iteration. Apple’s competitive 
advantage in terms of usability and 
features has quickly been eroded. A 
feeling that this commoditization will 
gradually put downward pressure on 
margins and earnings can explain 
why Apple’s market capitalization 
looks so cheap from an EBITDA 

Key points:

•	 Technology multiples are down 
due to an innovation lull in 
areas such as mobile phones 
and concern over how new 
technologies such as knowledge 
processing and social media will 
be monetized.

•	 Commoditization of tablets 
and mobile phones poses a 
valuation risk for big players, 
including Apple.

•	 US corporates with overseas 
cash piles are capitalizing on 
depressed prices in Europe to 
pick up assets.
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‘ The lower multiples seen in 2012 reflect that advances in the technology 
sector are at something of a lull, with companies unsure where they should 
be focusing their resources and hoarding cash rather than investing in 
research or M&A.’ 

Gerald Mehm
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perspective	(at	just	6.5x),	despite	the	
firm having been one of the world’s 
fastest growing companies over the 
past 10 years.

Drop in valuations leads to 
European TMT assets being 
picked off
In	terms	of	cross-border	activity,	
Europe’s current malaise has led to 
many of the region’s choice assets 
being picked off by overseas buyers, 
with US consolidators proving to be 
particularly ruthless. Much of the cash 

held by North American technology 
firms is held overseas and would 
incur a steep tax bill if repatriated. 
This has pushed companies to 
mitigate this burden through overseas 
M&A.	Apple	currently	holds	around	
two-thirds	of	its	cash	overseas,	while	
Microsoft, Cisco and Oracle hold 
upwards of 80% of their reserves 
abroad. This trend can be seen with 
Microsoft’s acquisition of Skype in 
2011, as well as a number of other 
deals over the past 12 months 
including Cisco acquiring software 

provider NDS Group for €3.8bn. 
This has helped fuel speculation 
around European chip makers 
ARM Holdings and Imagination 
Technologies, which specialize in 
low-power	chips	for	mobile	devices	
and have long been linked with 
Intel and Apple, respectively. The 
massive importance of mobile 
computing means that any 
movement here would likely be at 
very high multiples and put upward 
pressure on valuations across the 
technology space.



REGIONAL VALUATION TRENDS 
Asia-Pacific

more wary, and is reflected in the drop 
in average compound annual growth in 
EBITDA and revenue forecasts in the 
deals observed by American Appraisal.

While inbound activity has remained 
fairly steady over the past three 
years, outbound activity has 
been steadily increasing with 
firms across Asia demonstrating 
considerable interest in gaining 
control of assets in both emerging 
and developed markets.

Indian valuations bolstered by 
changing FDI laws but stymied 
by tax concerns
In India, there has been a notable 
growth in demand for European 
companies, with a general sentiment 
that strong assets are currently 
available at relatively attractive 
valuations. Over the last year, Indian 
growth levels have become more 
muted, with annual GDP growth 
falling to below 5% in the second half 
of 2012, down from 10.1% in 2010 

Slowdown in China and India 
reflected in lower Asian valuations
In contrast to Europe and North 
America,	M&A	activity	in	the	Asia-
Pacific region was quick to rebound 
following the global financial crisis, with 
M&A	volume	and	value	swiftly	returning	
to the levels seen in 2006 and 2007. 
This continued in 2012, with investment 
fueled by both domestic consolidation 
and the widespread acceptance of the 
importance of emerging markets for 
the world’s major corporations. That 
said, the undeniable attractiveness of 
the Asian region means that there is 
certainly room for even more activity, 
with many firms from the developed 
world still sometimes dissuaded by 
the intricacies and risks associated 
with markets such as China and India, 
which makes valuation challenging. In 
addition, a slowdown in growth in these 
two key markets has made investors 

Key points:
•	 Domestic consolidators sustain 

the buoyancy of the Chinese 
M&A	market,	while	foreign	M&A	
investment declines. In contrast, 
outbound investment is proving to 
be resilient despite the underlying 
economic slowdown.

•	 In India, the opening up of the 
retail and aviation sectors to 
foreign direct investment means 
that there are now a host of 
new opportunities. 

•	 Outbound Japanese dealmaking 
surges with acquirers offsetting 
weak growth at home by 
expanding abroad and taking 
advantage of the weak economic 
environment to pick up assets at 
attractive prices.
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and 6.8% in 2011, and this decline 
means that expansion into Europe 
through inorganic growth is seen as 
a way of maintaining dynamism. One 
potential dampener for this trend 
is the weakening of Indian rupee, 
with deals that previously looked 
attractive having become 10% to 
15% more expensive over the last 
couple of months.

In terms of inbound investment, 
long-needed	reforms	of	foreign	
direct	investment	(FDI)	laws	are	
being somewhat counteracted by 
changes to the tax laws around 
takeovers, and specifically the 
capital gains made under previous 
owners. These are being applied 
retroactively, with firms such as 

Vodafone currently in negotiation 
over possible large tax bills, and 
this is scaring off investors. In 
addition, the gentle slowdown, 
which has pushed Indian firms to 
look abroad for growth may also 
have spooked inbound investors 
to some degree. 

On the other hand, the opening up 
of sectors such as retail and aviation 
through changes to laws governing 
FDI means that there is now a 
host of new opportunities. There is 
currently significant interest in Indian 
aviation from Middle Eastern firms, 
where a limit on investment has been 
removed, while in the retail sector 
a loosening of investment laws has 
led to speculation that global retail 
giants such as Walmart and Tesco are 
considering acquisitions in the sector. 
Any uptick in inbound M&A in 
these sectors is likely to be at high 
valuations, given the considerable 
international competition for 
assets, and will put upward 
pressure on average multiples.

Despite the slowing economic 
environment and increased 
concerns about the tax treatment 

of takeovers, valuation multiples for 
deals in India are only slightly down 
in 2012 from their 2011 levels. That 
said, American Appraisal currently 
observes that only strong assets 
are likely to come to market, and 
for other assets there remains a 
mismatch between the expectations 
of buyers and sellers, with sellers 
choosing to hold onto assets rather 
than sell at depressed multiples.

Closure of IPO market 
combines with slowdown 
to hit Chinese valuations
Despite a fairly sharp economic 
slowdown,	M&A	activity	in	China	
has remained steady in 2012. 
This resilience can be attributed to 
continued dynamism among domestic 
consolidators. In fact, inbound 
investment has slowed significantly, 
with inbound deals accounting for 
just 35% of deals in 2012, compared 
to 51% in 2011. This reduction in 
overseas demand had a notable 
impact on EBITDA multiples in China, 
which fell to 11.9x in 2012 from 13.9x 
in 2011. At the same time, IRRs 
for deals worked on by American 
Appraisal have increased, suggesting 
that investors are demanding a greater 
return from any investment in the 
Chinese market. 

As well as a reduction in demand, 
valuations have also been impacted 
by the closing of the IPO market since 
October 2010, with the government 
putting a block on new listing due 
to concerns about the quality of 
companies previously coming to 
the market. There are now 900 
companies in the queue for an IPO 
listing, and only 20 firms successfully 
listed in 2012. This has also impacted 
the private equity market, with 
investors previously focused on 
short-term	growth	and	an	IPO	within	
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‘ The uncertain tax environment 
in India continues to make 
foreign investors nervous. The 
government had barely managed 
to bury the retrospective tax 
bogey when a new transfer pricing 
controversy erupted. Nonetheless, 
the sheer size and growth 
potential of the Indian economy 
continues to attract investors.’ 

Varun Gupta
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five years now having to think about 
longer term strategies and alternative 
exit routes. Of the 10,000 Chinese 
PE investments, the data suggests 
that 20% have achieved an exit, with 
around	US$100bn	currently	locked	
into PE investments. 

In contrast, outbound investment is 
proving to be resilient despite the 
underlying slowdown. Outbound 
investment is mandated as part of the 
government’s	current	five-year	plan,	
with a focus on acquiring customers 
in new markets, technology and 
resources. The latter has been 
the most conspicuous part of this 
program. However, in recent years 
there has been a greater focus on 
technology, such as German precision 
manufacturing, and new markets, 
exemplified by the acquisition of UK 

food producer Weetabix by China’s 
Bright Food. 

Government support means that 
there is plenty of financing available 
for Chinese firms with overseas 
ambitions. Chinese companies 
tend to err on the low side when 
valuing overseas companies, and 
it is therefore very rare to see a 
Chinese firm emerge victorious 
from a bidding war. Last year, 
there was a small drop in median 
valuations to 8.4x in Chinese 
outbound dealmaking, from 9.4x 
in the year before, showing that 
buyers from the market were also 
benefitting from the general fall 
in valuations globally. 

Japanese firms taking advantage 
of depressed global valuations
M&A	in	Japan	is	currently	being	
driven by an upswing in outbound 
deals, with a steady increase in 
both the volume and value of deals 
since 2010. Japanese firms have 
increasingly realized that they have 
to diversify, because of low growth in 
their domestic market, and in 2012 

Asia-Pacific

this culminated in a number of very 
large transactions such as mobile 
operator	Softbank’s	acquisition	of	US-
based	Sprint	Nextel	for	US$35.5bn.	
EBITDA multiples for Japanese 
outbound deals suggest that in 
2012 Japanese firms were able to 
take advantage of the weaker global 
environment to pick up deals at 
attractive prices, with mean multiples 
below their 2011 levels despite a 
jump in the number of transactions.

In the domestic market, Prime 
Minister Shinzō Abe has been 
unprecedentedly successful in talking 
up the value of the Japanese stock 
market while simultaneously talking 
down the value of the Japanese 
yen, on the back of more aggressive 
efforts to fight against deflation. 
The advancement of the stock 
market puts Japanese firms in a 
stronger	position	to	do	equity-related	
transactions. However, the weakening 
of the yen by 20% to 25% against 
major currencies over the past three 
months means that foreign assets 
are now more expensive. Japanese 
companies that benefit from weaker 
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‘ IRRs for Chinese deals worked on 
by American Appraisal have increased, 
suggesting that investors are 
demanding a greater return from any 
investment in the Chinese market.’ 

Patrick Wu
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yen are feeling notably more bullish, 
with sectors such as heavy industry 
and electronics that still make a large 
number of their products in Japan in 
a good position to benefit from the 
weakened currency and therefore 
expected by American Appraisal to 
be more ready to do deals. 

In contrast, companies hit by the 
weaker currency, including electric 
power companies that have to 
import a much greater amount of 
natural gas, are under pressure. 
The closure of Japan’s nuclear plants 
following the disaster at Fukushima 
means that Japan is heavily reliant 
on imports of natural gas, and that 
is likely to be a limiting factor on any 
further weakening of the currency.

The factors that make a market 
attractive for outbound investment 
depend on the industry. For 
manufacturing	(especially	for	
automobile	and	home	appliances),	
Indonesia is currently considered 
the most attractive place to 
add	capacity,	due	to	the	pro-
Japan position of the Indonesian 
government and its people, vast 

existing facilities that can easily 
add	capacity	and	well-trained	local	
workers both at assembly lines 
and manager levels. Meanwhile, 
for the fashion industry, European 
brands with an existing presence 
in Japan are of interest, but the 
valuations remain unreasonably 
high for many strategic investors 
due to investment funds pushing up 
valuations. For food and beverage 
deals, the UK is currently favored 
due	to	language,	pro-Japanese	
sentiment and deal availability. 
South Korea has been a hot market 
for component, device and material 
companies for the last six or seven 
years, thanks to demand by the 
giant Korean companies, the weak 
local currency and a network of free 
trade agreements, which facilitate 
overseas exports at competitive 
prices. While there is some 
sensitivity surrounding acquisitions 
in China, firms in some sectors 

such as pharmaceuticals, textiles 
and retail distribution now realize 
that they need to have a presence 
in China if they are going to prosper, 
while there is also some activity in 
the opposite direction with Chinese 
firms looking to Japan for brands 
and technology.

While outbound investment is 
increasingly prevalent, many Japanese 
multinationals are also eyeing exit 
transactions to take advantage of 
weaker yen. Over the past two decades, 
Japanese firms have made many 
unsuccessful strategic investments 
overseas and these companies would 
love to sell their stakes to benefit from 
the high valuation in yen terms, even if 
these deals are at relatively low multiples 
in domestic currency terms. Buyers in 
most cases are likely to be their joint 
venture partners that would be likely to 
have the right of first refusal under their 
joint venture agreements.

‘ Over the past two decades, Japanese firms have made many unsuccessful 
strategic investments overseas and these companies would love to sell their 
stakes to benefit from the high valuation in yen terms.’ 

Toshio Fukuhara



Americas

complete transactions by the end of 
the year. 

yet again, the economic 
environment remains challenging, 
and that has done little to lift 
expectations about returns on 
M&A	investments.	The	anticipated	
compound annual growth in 
EBITDA and revenues for deals 
worked on by American Appraisal 
points to a drop in buyer optimism 
in	the	five-year	growth	outlook	

Rush to get deals done hits 
multiples in the US
M&A	activity	in	the	Americas	proved	
to be relatively muted during the first 
nine months of 2012, with quarterly 
activity	below	the	post-crisis	highs	
seen in 2010. However, this preceded 
a massive surge in deal flow in the 
fourth quarter, principally driven by 
deals in the US, the region’s largest 
M&A	market.	Transactions	were	
supported	by	the	post-election	
environment in the US as well as a 
push to get deals done before the 
anticipated tax increases took effect 
in 2013. 

Despite	this	late-year	surge	in	activity,	
median EBITDA multiples in North 
America fell in 2012 to 9.3x compared 
to 9.6x in 2011. This reflects the 
difficult deal environment, which is 
still beset by a challenging economic 
backdrop as well as greater wariness 
among businesses. In 2012, American 
Appraisal noted that the increased 

cautiousness resulted in deals taking 
longer to finalize: the duration from 
start to finish could stretch to six 
to nine months, or twice the time 
observed in preceding years. This 
was due to significant gaps between 
buyers’ and sellers’ price expectations, 
which also tempered valuation 
multiples during the year. The prospect 
of forthcoming tax increases in the 
US may have caused the price and 
time gap to narrow as sellers were 
willing to accept lower exit multiples to 

Key points:
•	 A push to get deals done before 

new tax rates took effect helped 
drive better bargains for buyers 
in 2012, despite an increase in 
M&A	activity.	

•	 Projections for revenue and 
EBITDA growth fell in 2012, 
pointing to subdued confidence 
and global difficulties including 
slowing China and the volatile 
Eurozone.

•	 Multiples in Latin America 
increased, with sectors focused 
on the domestic market 
attractive to investors from both 
the US and Europe.
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for assets acquired in 2012. On 
average revenues are expected 
to increase by 9.4% and EBITDA 
by 13.0%, compared to figures of 
16.9% and 17.8%, respectively, 
for 2011. There has been a 
widening of the gap between 
revenues and EBITDA, suggesting 
that deals in 2012 were 
increasingly likely to have been 
pursued on the basis of improving 
efficiencies through consolidation, 
rather than the potential revenue 
boost from new products and 
distribution channels.

At the same time, the average 
projected IRR for buyers on deals 
worked on by American Appraisal 
has decreased, with the average 
IRR falling to 14.1% in 2012 from 
14.6% in 2011 and 15.6% in 2010. 

While deal activity in 2012 was 
respectable in comparison to other 
post-crisis	years,	activity	remains	
a long way from the highs of 2006 
and 2007. This is despite the fact 
many firms are sitting on very large 
cash piles, and it is noted that a 
lot of corporate cash is currently 
being distributed to shareholders 
rather than being used to make 
acquisitions. This suggests that 
companies currently doubt whether 
they can put cash to better use than 
investors, and if this changes it is 
likely to push up multiples. 

Steadily rising multiples 
demonstrate Latin America’s 
attractiveness 
In Latin America, the opposite trend 
was observed in 2012, with multiples 
increasing despite a small drop 

in the number of deals. A steady 
increase in multiples in this region 
since 2008 reflects that the market 
remains very attractive for a large 
number of international corporates, 
with abundant natural resources 
and rising income levels combining 
to	drive	M&A	in	a	variety	of	sectors.	
While a slowdown in the key market 
of Brazil has tempered demand for 
assets here, markets such as Mexico, 
Colombia and Peru have managed to 
pick up the slack and underline the 
broad-based	nature	of	the	region’s	
current advance.

Inbound investment has been led 
by sustained demand from US and 
Europe corporates. While the Chinese 
slowdown has tempered multiples in 
sectors such as mining and energy, 
valuations in sectors that are focused 
on the domestic market remain 
strong,	with	Anheuser-Busch	InBev’s	
US$20.1bn	announced	deal	for	
Mexican brewer Grupo Modelo, at an 
EBITDA multiple of 14.1x, highlighting 
the premium that investors are willing 
to pay to gain access to the Latin 
American consumer. 0
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‘ There has been a widening of 
the gap between revenues and 
EBITDA, suggesting that deals 
in 2012 were increasingly likely 
to have been pursued on the 
basis of improving efficiencies 
through consolidation, rather 
than the potential revenue 
boost from new products and 
distribution channels.’ 

Nancy Czaplinski



Europe

Cheap valuations fuel inbound 
investment in stronger markets 
In Northern and Western Europe, 
the lower multiples available in 2012 
proved attractive to overseas buyers. 
In particular, this helped fuel a growing 
number of inbound acquisitions 
stemming	from	Asia-Pacific	as	buyers	
in markets such as India, China and 
Japan looked to pick up assets at 
relatively attractive valuations. North 

Eurozone jitters derail a rise 
in valuations
In 2012, dealmaking across 
Europe was impacted by renewed 
fears surrounding the future of 
the Eurozone, spurred by Greek 
elections in May that failed to 
establish a new government. While 
the value and volume of deals held 
up reasonably well, there was a 
notable impact on multiples, with 
sellers having to accept lower 
valuations than in 2010 and 2011 to 
get deals done.

In July 2012, the President of the 
European	Central	Bank	(ECB)	
President Mario Draghi announced 
that the ECB would do “whatever 
it takes” to keep the Eurozone 
together. This coincided with the 
ECB more aggressively purchasing 
government bonds through the 
Long Term Refinancing Operation 

(LTRO)	program,	which	helped	bring	
down government yields in markets 
such as Spain and Italy and helped 
establish a feeling that European 
policy makers finally had something 
of a handle on the crisis. This 
improved perception surrounding 
the viability of the Eurozone helped 
support dealmaking in the second 
half of the year, and this bodes 
more positively for multiples going 
forward – a view that is supported 
by a massive rally in regional stock 
markets since December 2012.

Despite the volatility of 2012, the 
projections for revenues and EBITDA 
in deals worked on by American 
Appraisal point to a moderate uptick 
in	optimism	in	terms	of	long-term	
growth. A drop in multiples, combined 
with higher projections for revenues 
and EBITDA, is borne out in the IRR 
figures for the region, which are up 
on the figures observed in both 2010 
and 2011, and demonstrates that 
investors were only willing to accept 
the higher risks associated with 2012 
when coupled with a greater return on 
their investment. 

Key points:
•	 Volatility impacted multiples 

across the region during 2012, 
with investors demanding higher 
returns on any investment.

•	 Lower multiples led to increased 
inbound investment from Asia 
and	North	America	into	Western/
Northern Europe. 

•	 Multiples	in	Central	&	Eastern	
Europe were particularly 
impacted by Eurozone volatility, 
and so likely benefited most from 
improved stability.

•	 Deal flow and multiples were 
on a steady decline in Southern 
Europe, with financing a key 
barrier to a return to growth.
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American buyers were also picking 
up acquisitions in sectors such as 
technology and manufacturing, with 
Europe’s range of technologically 
advanced assets in these areas 
spurring interest despite the subdued 
economic environment.

The strong correlation between 
multiples and deal flow means that 
dealmaking activity across Europe 
needs to continue on an upward 
trend for the improved sentiment 
seen in the second half of 2012 and 
start of 2013 to translate into higher 
valuations. However, here we are 
generally optimistic, with signs of 
more financing becoming available 
and activity picking up following a very 
strong end to 2012. This is expected 
to accelerate in the second half of 
2013,	when	M&A	will	be	considered	
against the backdrop of the more 
expansive corporate budgets tipped 
to be in place for 2014, rather than the 
belt-tightening	budgets	that	have	been	
in place for the past two years.

CEE'S reliance on Eurozone 
stability borne out by volatile 
valuations 
In	Central	&	Eastern	Europe	(CEE),	
trepidation from strategic buyers 
remains from the negative impact 
wrought by the financial crisis. While 
there were signs of recovery in 2011, 
the volatile conditions of 2012 had 
a noticeable impact on valuations in 
the CEE region. This underlines how 
tied the region’s future is to that of the 
Eurozone, with any signs of improved 
stability likely to quickly filter through 
to multiples. 

While strategic buyers remain relatively 
thin on the ground, 2012 did see 
a pickup in private equity activity, 
particularly in the final quarter of the 

year. This included both restructuring 
deals, and, perhaps more significantly, 
the types of leveraged buyouts 
that	were	seen	in	the	run-up	to	the	
financial crisis. These deals point to 
the improved willingness of banks to 
finance deals focused on this region.

Valuations trending lower in 
Southern Europe
In Southern Europe, there are fewer 
positives to observe, with both activity 
and valuations having been in a steady 
decline	since	2008.	While	the	pick-up	
in sentiment across Europe should be 
positive for countries such as Spain, 
Greece and Italy, the persistence of 
this downward trend suggests that the 
problems of these markets are seen as 
more intractable than those facing the 
rest of the region.

Across Iberia, some large listed 
corporates are managing to register 
reasonable results thanks to the 
performance of their Latin American 
operations and their willingness 
to conduct some acquisitions. 
However,	for	small	and	medium-
sized businesses, there is a severe 
shortage of financing available, which 
is not only preventing firms from 
conducting	M&A	but	also	putting	a	
restriction on investment into new 
products and markets. An inability to 
raise any leverage is naturally putting 
downward pressure on multiples, and 
this looks unlikely to change until the 
issues surrounding local banks are 
more fully resolved.
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‘ The persistence of the downward trend in both M&A activity and valuations 
in Southern Europe suggests that the problems of these markets are seen as 
more intractable than those facing the rest of the region.’

Erwin Votteler
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About American Appraisal

Leading the profession
Since 1896, American Appraisal has 
dedicated itself to remaining at the 
forefront of the valuation profession. 
Every day, our commitment is 
reflected by our passion to lead the 
profession from the podium, in print 
and through significant participation 
in many of our profession’s governing 
bodies and associations.

Thinking before we act
We differ from firms that think they 
know the answer before the consulting 
process begins. Given the changes in 
technology and the shifts in our global 
economy, there are no longer absolute 
answers in our profession. That is 
why American Appraisal explores 
value from every angle. Lively debate 
is commonplace here at American 
Appraisal, from Shanghai to Mumbai 
to Milan to the US.

Performing with passion
We think talent helps, but it will never 
take you as far as passion. American 
Appraisal was built on the premise 
that if you hire talented people with 
the ambition to rise to the top of their 
profession, everyone wins.

Global reach…local expertise
We believe there is a world of difference 
between being global and acting 
global. Our Consultants are native born 
and understand the regional market 
forces that can greatly influence value. 
Their familiarity with cultural norms 
ensures that relevant local factors are 
adequately considered. 

Strategically situated throughout 
Asia-Pacific,	Europe,	the	Middle	
East, and North and South America, 
our offices are staffed with our own 
full-time	Consultants	–	shareholder	

employees dedicated exclusively to 
valuation and related advisory services. 
Our dedicated local market presence 
combined with American Appraisal’s 
unique corporate structure facilitates a 
nimble response to global assignments.

American Appraisal’s core 
competencies comprise a wide range 
of valuation, corporate finance and 
transaction advisory services. 

Broad range of 
complementary services
We perform valuations of businesses, 
business interests, financial 
instruments, real estate and related 
assets, machinery and equipment, 
and intangible assets. Our valuation 
services assist Clients in complying 
with tax and financial reporting 
requirements. We provide valuations 
for all purposes, from business 
combinations	to	tax-related	services	
including transfer pricing and litigation 
support. Our global platform ensures 
familiarity with tax regulations and 
financial reporting standards in all 
jurisdictions. 

Corporate finance and 
transaction advisory
Our clients regularly buy or sell 
businesses, undergo mergers, 
enter joint ventures, plan strategic 
acquisitions and defend against 
hostile takeovers. American Appraisal 
understands that successful 
completion of any transaction 
depends on overcoming obstacles 
that include determining the purchase 
consideration and terms as well as 
post-acquisition	integration.

We understand our Clients’ strengths, 
industries and markets, enabling us 
to	assist	with	M&A	advisory	including	

buy-side	or	sell-side	due	diligence;	
transaction support including 
solvency and fairness opinions; and 
lead advisory services including bid 
defense, sponsor support, and due 
diligence support for private equity 
houses. Our services are objective and 
impartial, designed to minimize risk 
to all parties involved in a transaction. 
American	Appraisal	also	provides	pre-	
and	post-acquisition	support,	business	
planning and financial modeling, 
independent business review, cash 
forecasting and management, and 
business continuity services. 

We invite you to discover the 
American Appraisal difference…
American Appraisal’s international 
community of valuation consultants 
and advisory specialists combines 
global reach with local expertise. Our 
ongoing interaction with one another 
ensures continual refinement of our 
professional capabilities, and our 
diverse educational and professional 
backgrounds combine to create a 
broad perspective. We are familiar with 
the economic challenges and cycles of 
all industries we serve, and our Clients 
benefit from our years of experience. 

www.american-appraisal.com
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AMERICAS
Brazil –	Erwin	Votteler/Adriano	Sousa/
Sergio Muller
e:	brasil@american-appraisal.com
t: +55 11 3043 7240

Canada – Herb Saunders
e:	hsaunders@american-appraisal.com
t: +1 416 593 3405

US Operations – Paul Hartnett
e:	phartnett@american-appraisal.com
t: +1 414 225 1276

ASIA-PACIFIC
China – Patrick Wu
e:	pwu@american-appraisal.com
t: +85 2 2119 8022

India – Varun Gupta
e:	vgupta@american-appraisal.com
t: +91 22 6623 1000

Japan – Takao yasukochi
e:	tyasukochi@american-appraisal.com
t: +81 3 5511 7100

Kazakhstan – yerlan yeszhanov
e:	yyeszhanov@american-appraisal.com
t: +7 727 2590175

Russia & Central Asia – 
Alexander Lopatnikov
e:	alopatnikov@american-appraisal.com
t: +7 495 795 2450

Singapore – Srividya Gopalakrishnan
e:	SrividyaCG@american-appraisal.com
t: +65 66797706

Taiwan – Vincent Tsang
e:	vtsang@american-appraisal.com
t: +886 2 2757 7200

Thailand – Rodolfo Vergara
e:	rvergara@american-appraisal.com
t: +662 675 8403

EUROPE
Benelux – Joachim Schulz
e:	jschulz@american-appraisal.com
t: +31 010 2092610

Czech Republic – Jiri Krch
e:	jkrch@american-appraisal.com
t: +420 226 539 640

Germany & Central Europe – 
Ingo Schneemann
e:	ischneemann@american-appraisal.com
t: +49 0 69 71 91 84 0

Greece – Pavlos Zeccos
e:	pzeccos@american-appraisal.com
t: +30 210 72 91 867

Hungary – Agoston Jakab
e:	ajakab@american-appraisal.com
t: +36 1 388 4185

Italy – Loredana Drovetto
e:	ldrovetto@american-appraisal.com
t: +39 011 6661122

Poland – Henryk Ciesielski
e:	hciesielski@american-appraisal.com
t: +49 0 69 719184 0

Southern Europe – Caterina Biondi 
e:	cbiondi@american-appraisal.com
t: +39 039 6072825

Spain & Portugal	–	Erwin	Votteler/
Ernesto Ollero
e:	aaio@american-appraisal.com
t: +34 91 436 05 00

UK – Michael Weaver
e:	mweaver@american-appraisal.com
t: +44 20 7778 0804

MIDDLE EAST
Abu Dhabi – Ian Gough
e:	igough@american-appraisal.com
t: +971 2 493 0291



Is
performance
an issue?

Valuation

Transaction
Consulting

Real Estate
Advisory

Fixed Asset
Management

All companies say they exceed client 
expectations. We have structured our entire 
company to actually make that happen.

The idea is really pretty simple. Create a working 
atmosphere that encourages everyone to be 
fair-minded, team-oriented, and committed. Then hire 
great people. Empower them by providing a stake in 
the company. Tell them that their only job is to be 
unequivocally and collectively committed to their 
profession and dedicated to anticipating clients’ 
changing needs. Stand out of their way. It’s the way 
American Appraisal has operated since 1896 and why 
today we remain an undisputed leader with the global 
footprint and ambition to remain at the forefront of our 
profession.

When you need valuation or valuation-related advisory 
services, go to the company where performance is 
never an issue.  www.american-appraisal.com
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