Quarter 4 2016 U.S. Market M&A Update

The recovery from a global industrial recession during 2016 set the stage for rising bond yields
and inflation expectations in the second half of the year. With Trump winning the presidential
election, the market is betting big on the pro-growth change in U.S. economy policies. The
uncertainties under a new president may spur volatility, but the solid U.S. and global expansions
provide a positive context to start the year. The Dow Jones Industrial Average improved 7.9%,
the S&P 500 increased 3.6%, while the NASDAQ gained by 6.3 %.
M&A Activity Overview

Global M&A activity reached $3.6 trillion in volume and 39,664 in deal count, representing a
10.5% decrease year over year.

Source: Bloomberg

North American maintained its traditional dominance in terms of M&A value, with more than
$1.5 trillion worth of transactions. However, Europe won the first place in terms of number of
deals with 6,756, compared to 5,585 in North America and 3,675 in Asia.
Energy, Mining & Utilities led the market in 2016 with the highest transaction value of $608.5
billion. This was driven by the large number of megadeals in the industry. There were 11
transactions in the sector worth more than $10.0 billion each over the course of the year. Two of
them came in December: a consortium led by the Qatar Investment Authority’s $11.3 billion
purchase of a $19.5% stake in Russia’s Rosneft; and a consortium led by Macquarie
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Infrastructure and Real Assets’ $14.4 billion acquisition of a 61% stake in UK-based National
Grid Gas Distribution.
Industrial & Chemicals took the second place with $520.1 billion and Technology had the third
place with $410.2 billion. The largest announced deal of 2016 was in the Media sector – The
$105.0 billion bid for Time Warner by AT&T.
Despite the overall drop in M&A activity globally, the number of private equity buyouts reached
a five-year high in 2016. There were 2,785 deals, which is 41 more than the previous high set in
2014, reaching $399.4 billion. The Carlyle Group had the highest number of transactions with 64
worth $13.0 billion, while KKR achieved the highest deal value with 54 transactions worth $44.8
billion.
With Trump winning the presidency, political forces opposed to globalization achieved major
victories; but deal activity across sovereign borders remained strong with announced transaction
value worth $1.3 trillion. The top transactions include Germany-based Bayer’s $63.4 billion bid
for US-based Monsanto, US-based Qualcomm’s $45.9 billion purchase of Netherlands-based
NXP Semiconductors, and China National Chemical’s $45.9 billion acquisition of Switzerlandbased Syngenta.
Source: Mergermarket

Landlords are taking over the U.S. Housing Market

The U.S. is increasingly a
country of renters and
landlords as rising home
prices, slow new home
construction,
and
demographic shifts push
homeownership rates to 50
year lows. In 2016, about
37% of homes sold were
acquired by buyers who did
not live in them, according to
tax-assessment data compiled
in a new research report. That
number may include second homes, or properties acquired by investors who seek to fix up old
homes and resell them at a profit. This is also a strong indicator that landlords are playing a
larger role in the U.S. housing market. In 2012, institutional investors accounted for 7.8% of
home sales, compared to 2.9% in 2016. The slack is picked up by the smaller investors,
particularly those who have already paid off their mortgages on the homes they live in.
Source: Bloomberg
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M&A Trend Graphs

Top 5 Transactions in 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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