
 
 

PRIVATE EQUITY DEALMAKERS SEE RETURN TO SELLERS’ MARKET 

New York -- June 23, 2010 -- Private equity practitioners expect a significant increase in deal flow over 
the next 12 months, along with heightened valuation concerns and more rigorous due diligence 
procedures, according to a new study released today by mergermarket in association with Houlihan 
Lokey. 
 
After a protracted flat period, private equity deal flow is gaining momentum but buyers and lenders are 
approaching new opportunities with caution, the study found. Based on a series of interviews with 
private equity practitioners in North America, the study infers a significant increase in private equity 
transaction volume but increasingly favorable conditions for sellers. 
 
Privately held companies are expected to see the most interest from buyers this year, ahead of 
distressed assets, and 73% of respondents expect valuation multiples to be in the 5x EBITDA to 7x 
EBITDA range over the next 12 months.  Valuations are expected to pose the most significant challenge 
to private equity firms this year, even more so than fundraising issues or credit market conditions. 

Following years of economic uncertainty, due diligence on potential acquisitions is expected to be 

broader in scope and buyers will want to closely examine financial forecasts and projections, although 

validating these projections and modeling risk will be especially challenging. At the same time, auction 

processes are expected to become more competitive and buyers will need to adhere to sellers’ 

timelines.  

Increased scrutiny from lenders, valuation gaps, and time-consuming credit negotiation processes 

emerge as just some of the many challenges facing private equity firms during due diligence this year. 

Under these conditions, respondents say industry expertise and responsiveness to deadlines will be 

critical to their selection of a due diligence provider, even more so than cost. 

 “The study’s findings are in line with what we’re hearing from our private equity clients,” said Sam 

Clark, Head of Houlihan Lokey’s Transaction Advisory Services. “Lenders are requiring augmented due 

diligence procedures and investment committees are requesting extremely detailed information on 

target companies. These factors combined with competitive situations and compressed time frames are 

creating the need for carefully scoped diligence processes by flexible advisors who have expertise not 

only in providing due diligence but also in executing transactions.” 

To download the survey report Private Equity M&A and Due Diligence Outlook, visit 

www.HL.com/publications/DiligenceOutlook 

http://www.hl.com/publications/DiligenceOutlook


 
 

Additional findings include: 

 More than 90% of respondents expect financial due diligence to directly influence the terms and 

conditions of M&A transactions over the next 12 months 

 49% of respondents feel that in past transactions, due diligence procedures have failed to 

identify inherent risks related to financial forecasts and projections; 47% of respondents cited 

shortfalls in identifying risks related to quality of earnings or cash flows 

 60% of respondents expect increased regulation and/or reform of financial institutions to impact 

private equity deal volume over the next two years 

About Houlihan Lokey 

Houlihan Lokey is an international investment bank with expertise in mergers and acquisitions, capital 

markets, financial restructuring, and valuation. The firm is ranked globally as the No. 1 restructuring 

advisor, the No. 1 M&A fairness opinion advisor over the past 10 years, and the No. 1 M&A advisor for 

U.S. transactions under $3 billion, according to Thomson Reuters. Houlihan Lokey has 14 offices and 

more than 800 employees in the United States, Europe and Asia. The firm serves more than 1,000 clients 

each year, ranging from closely held companies to Global 500 corporations. 

About mergermarket 

mergermarket, part of The Mergermarket Group, is an independent Mergers and Acquisitions (M&A) 

intelligence service used by the world’s foremost financial institutions to originate deals. It provides 

proprietary intelligence on potential deal flow, potential mandates and valuations via the world’s largest 

group of M&A journalists and analysts who have direct access to the most senior decision-makers and 

corporates. The Mergermarket Group has over 450 employees worldwide and regional head offices in 

New York, London and Hong Kong. Visit us at www.mergermarket.com. 

 

The Mergermarket Group is a division of the Financial Times Group, publisher of the Financial Times 

newspaper and FT.com. The FT Group is a division of Pearson plc, the international media group. 
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