Quarter 1 2016 U.S. Market M&A Update

Continued concerns on China’s slow down and the uncertainties of the trajectory of the global
economy weighed on sentiment at the beginning of 2016. At the peak of pessimism on February
11th, all major U.S. stock indices were down more than 10% for the year. This trend started to
reverse amid the steady U.S. economic outlook and a perceived delay of the second rate hike by
the Fed. The market bounced back quickly in March and recovered the loss early in the quarter.
The Dow Jones Industrial Average improved 1.5%, the S&P 500 increased 0.8%, while the
NASDAQ lost 2.8 %.
M&A Activity Overview

M&A activity in North America experienced significant slowdown from last year’s record highs
despite a relatively stable economic performance in the first quarter of 2016. There are 1,117
deals combining $257.2 billion, representing a decline of 30.6% compared to the same period a
year ago with 279 fewer transactions.

Source:Bloomberg

Private equity buyout activities stayed strong with 191 deals worth $32.3 billion, accounting for
12.6% of total North American M&A. This figure only fell by 0.3% in value compared to Q1
2015 with 229 deals worth $32.4 billion. Most of the deal value is attributed to Apollo Global
Management’s acquisition of home-security monitoring company The ADT Corporation worth
$12.2 billion, making up 37.8% of the total buyout value. On the contrary, private equity exits
were much weaker with 197 deals worth $37 billion, declined by 33.2% compared to Q1 2015.
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Pharma, Medical & Biotech was the dominate sector in Q1 2016, which had 125 deals worth
$56.2 billion with a market share of 21.8%. The $35.2 billion acquisition of US- based Baxalta
by Ireland-based biopharmaceutical company Shire Plc was the largest transaction in Q1 2016.
As the new regulatory changes have been recently administered by the US Treasury Department,
these tax inversion transactions may have a tougher time coming to fruition. This is evidenced by
the termination of the largest proposed inversion in history between Pfizer and Allergan worth
$184 billion.
Energy, Mining & Utilities was the second most active sector is Q1 with 96 deals worth $52.8
billion, representing for 20.5% of the total market share. The two notable transactions were the
acquisition of US-based Columbia Pipeline Group by Canadian energy company TransCanada
Corporation for $12 billion, and the acquisition of ITC Holdings Corporation for $11.3 billion by
Canadian utility company Fortis.
The US continues to be the leading country in the global M&A market with 1,001 deals worth
$241.5 billion. Compared to Q1 2015 with 1,250 deals worth $361.3 billion, the total value
decreased by 33.2% with 249 fewer deals.
Q1 2016 has been significantly slower compared to Q1 2015. This is caused by the uncertainties
that surround European and Asian economics, geopolitical issues, and the impact of the changing
US tax codes.
Source:Mergermarket

The Direction of Gold Price
Gold retreated recently as
propsectes for higher U.S. interest
rates boosted the dollar, hurting
the metal’s appeal as an
alternative investment. As the Fed
increases the interest rate,
interest-bearing assets will be
favored over gold. However, a
traditional source of strength for
the metal – inflation, has to be
considered while we are trying to
figure out the future of Gold.
Bullion could get a chance to
reprise its role as a hedge against
rising prices amid signs of firming wages and a higher cost of living in the U.S. The precious
metal has risen 18% year to date, as economic uncertainty has sent investors to haven assets. The
Fed has also signaled that it will be slow to raise interest rates this year, which further boosted
gold prices. However, now some investors are unwinding previously bullish bets
Source:Bloomberg
Lawrence, Evans & Co., LLC ● 88 E. Broad St, Suite 1750 ● Columbus OH 43215
www.lawrenceevans.com ● Phone 614.448.1304 ● Fax 614.455.9175 ● Twitter: @LawrenceEvansCo

2

Quarter 1 2016 U.S. Market M&A Update
M &A Trend Graphs

Top 10 Transactions Q1 2016
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Lawrence, Evans & Co., LLC provides investment banking, finance, and consulting services for
small and middle market healthcare, transportation, manufacturing, energy and service companies. We are
very active on the buy-side, sell-side, capital raising and turnaround and restructuring.
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