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Methodology 

Citi commissioned Mergermarket to interview 50 senior Canadian M&A practitioners in the second 
half of 2018 to gain insight on their predictions for Canadian dealmaking in 2019. All responses are 
anonymous and the results are presented in aggregate.



Foreword

Encouraged by a stable domestic economy, relatively low interest rates and a 

stronger Canadian dollar, Canada’s dealmakers are optimistic about the M&A 

outlook for 2019.

The results of our survey indicate that energy deals will continue to dominate 

activity and, after a prolonged period of flat growth, deal activity in the 

mining sector is finally beginning to gather momentum. Private equity 

activity is also picking up pace, as dealmakers look to deploy a surfeit of dry 

powder into Canadian assets.

Even the uncertainty of a federal election in 2019 has failed to dent 

dealmaker optimism, with many hoping that a victory for the Conservatives 

would herald the introduction of a more business-friendly policy agenda.

Both main parties, however, have committed to pushing through plans to 

expand Canada’s oil and gas pipeline networks, which have been held up 

by protests and legal challenges. Forging ahead with the Keystone XL and 

Trans Mountain pipeline upgrades are viewed as key pillars needed to lock in 

future economic growth. Whoever wins at the polls next year will likely have a 

mandate from the electorate to push through these projects.

Notwithstanding the overall positivity, Canadian dealmakers are concerned 

about the impact of a protectionist U.S. administration on trade relations and 

the impact that could have on Canada’s economy. After a tense standoff over 

the NAFTA free trade deal, the new USMCA agreement has been reached, but 

U.S. steel and aluminum tariffs on Canadian manufacturers remain in place 

and uncertainty around what the U.S. will do next is a concern.

This uncertainty could be one of the reasons for a large increase in outbound 

M&A activity from Canada. Cross-border deals have climbed in 2018 and our 

survey respondents believe outbound activity will continue to rise in 2019.

332019 Canadian M&A Outlook
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01
Dealmaking on the rise. 
The vast majority of those surveyed 

expect Canadian deal activity to ramp 

up in the year ahead. In particular, 

respondents predict a jump in outbound 

transactions, with 60% saying there  

will be a significant increase in the 

number of deals by Canadian buyers 

abroad. Forty percent expect the 

volume of domestic M&A deals to go 

up significantly as well, as acquirers 

look to take advantage of continued 

growth in the domestic economy.

Key Findings 

02
Tech in the lead.
Promising technology and intellectual 

property (IP) have emerged as the most 

important factors to Canadian acquirers 

when making M&A decisions. Fifty percent 

of respondents said strong IP was one of 

their main criteria when evaluating targets, 

making it the top selection in our survey. 

Industry consolidation remains a key driver 

as well, with 42% saying it was one of the 

central motivations for their most recent 

deal. Notably, the top five drivers of recent 

deals did not include inorganic growth, 

signaling that dealmakers are seeking 

meaningful synergies instead of just a 

larger bottom line.

Dealmaking on the rise. Tech in the lead
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01 03 
Politics poses problems. 
Geopolitical and macroeconomic risks 

weigh on the minds of dealmakers, with 

38% saying such risks represented the 

biggest challenge to M&A in 2019. Issues 

affecting U.S.-Canada relations are at the 

forefront — 64% of respondents said the 

enactment of U.S. tariffs and Canadian 

counter tariffs decreased their company’s 

likelihood of pursuing deals next year.

04
Southern neighbors still friends. 
Despite political tensions, the U.S. 

remains the top foreign destination 

for transactions among Canadian 

companies (73%), followed by Western 

Europe (59%), underlining the continued 

importance of these traditional trade 

partners. Several emerging markets 

are drawing increasing attention from 

acquirers, especially India (45%), Latin 

America (36%), and Africa and the Middle 

East (32%).

05
Target practice. 
The availability of attractive M&A targets 

represents another growing challenge 

facing acquirers. A third (34%) of those 

surveyed said that attractive targets will 

be less available for their companies next 

year, as the number of buyers increases 

and the accessibility of deal financing 

remains fairly straightforward. One result 

of this trend is the appeal of creative 

deal structures, such as club transactions 

involving both strategic and PE buyers 

and vertical integration deals.

Politics poses problems. 
4. Southern neighbors still friends. 

Target practice. 
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While there may be broader headwinds on the horizon, respondents are 
enthusiastic about the dealmaking future for Canadian corporates

Dealmakers are optimistic that Canadian M&A 

activity will increase in 2019, expecting the market 

to continue benefiting from stable economic 

growth, rising exports and the prospect of a more 

business-friendly government coming into power 

after Canada’s 2019 federal election.

The positive outlook in the deal community 

comes after a busy period for Canadian M&A 

in 2018. As of Q3 2018, 428 deals worth US$79 

billion were secured in Canada, the highest deal 

value return for the first nine months of the year 

since 2012 and up on the US$70 billion posted 

through Q3 2017.

Outward bound
Some 96% of survey respondents foresee an 

increase in the number of outbound deals, with 

94% predicting that outbound deal value will climb 

as well. Outbound deal volume and value for the 

whole year will most likely exceed the 347 deals 

worth US$89 billion recorded in 2017 – 273 deals 

worth US$75 billion were announced in the first 

three quarters of 2018. New free trade deals with 

the EU and in the Asia-Pacific, which will make it 

easier for Canadian businesses to invest abroad, 

are key reasons for the upbeat result. Canada 

has introduced legislation to ratify the 11-country 

Comprehensive and Progressive Agreement for 

Trans-Pacific Partnership (CPTPP) trade deal, and 

the country’s trade agreement with the EU, the 

Comprehensive Economic and Trade Agreement 

(CETA), has entered its second year after a 

successful first 12 months.

A continued low-interest rate environment (despite 

hikes in the past year and a half) and a relatively 

strong Canadian dollar have given companies the 

confidence to pursue deals overseas and look 

beyond the concentrated domestic market, where 

valuations are high and targets are more limited.

Some of the largest deals by Canadian companies 

in 2018 have been outbound transactions. 

Brookfield Asset Management, the Toronto-

based alternative asset manager, acquired U.S. 

commercial and residential real estate company 

Forest City in a US$9.4 billion deal in July, just four 

months after the purchase of U.S. mall owner GGP 

in a private deal valued at around US$15 billion. 

Canadian online gambling company Stars Group, 

meanwhile, paid US$5.5 billion for UK-based Sky 

Betting & Gaming, acquiring the business from 

CVC Capital Partners and broadcaster Sky.

Domestic bliss
Although a number of Canadian dealmakers 

are looking further afield for deal opportunities, 

respondents are also bullish on domestic activity, 

with 92% expecting to see volumes climb and 76% 

predicting a corresponding uptick in value. A smaller 

majority think inbound volumes will rise (64%). Just 

under half (46%) believe inbound deal value will 

grow, with 40% predicting that it will stay the same.

Up to Q3 2018, there were 251 domestic deals 

worth US$51 billion secured, putting the market 

on track to exceed the US$60 billion deal value 

recorded across 346 deals in 2017.

Chapter 1: A bright future 
M&A outlook, drivers and challenges
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Chapter 1: A bright future 
M&A outlook, drivers and challenges

What do you expect to happen to the overall value of Canadian M&A deals next year in each of 
the following categories?

Increase significantly (by 10% or more) Increase somewhat (by 5-10%)

Stay about the same  
(within 5% of the current number)
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What do you expect to happen to the overall number of Canadian M&A deals next year in each 
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Domestic (Select one)
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M&A activity in Canada, 2013 - Q3 2018
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In 2015, outbound M&A from Canada rocketed 

upward – the number of deals rose to 301 from 

258 a year earlier, and value leaped 85% to 

US$134 billion, as Canadian strategic buyers 

and pension funds made huge investments 

abroad. Perhaps it was natural, then, that many 

respondents to our 2016 Canadian M&A Outlook 

expected these numbers to come back down to 

Earth the following year: 65% said the volume of 

outbound deals would decrease, compared to 27% 

who said it would remain the same and just 8% 

who foresaw an increase.

Indeed, the number of deals by Canadian 

companies abroad did fall slightly in 2016, 

to 291, even as value grew another 18% to 

US$158bn, thanks to Enbridge’s US$41 billion 

mega-deal for U.S. midstream operator 

Spectra. Jump ahead to this year’s outlook 

and respondents largely expect outbound 

dealmaking to climb further as Canadian 

companies wield substantial buying power and 

seek diversification and higher returns abroad.

Flashback to 2016: The outbound M&A boom

Solid economic fundamentals, rising exports and 

a temporary rebound in oil prices all combined to 

support steady domestic deal activity in 2018 and 

underpin confidence that deal flow will remain 

strong in 2019.

After a steady 2017 and strong 2018, Canada’s 

economy is set to rise further this year – the 

Organisation for Economic Co-operation and 

Development (OECD) estimates Canadian GDP will 

grow 2.24% in 2019. Those surveyed identified 

economic growth as the key factor in making M&A 

deals more likely in 2019, with 96% citing the 

strength of the economy as an important driver. 

Unemployment, meanwhile, is expected to fall to 

5.5% in 2019, which would represent the lowest 

level in decades.

The economy continues to progress despite 

five interest rate hikes by the Bank of Canada 

since July 2017. But with the base rate still only 

at 1.75%, the cost of capital remains low and 

financing for deals freely available. An uptick 

in exports have also given M&A investors 

targeting Canadian businesses confidence. 

Statistics Canada says exports increased by 

an annualized 12.3% in the three months 

from April to June, the largest quarterly 

gain since 2014. A temporary recovery in 

the oil price, which climbed from less than 

US$50 per barrel two years ago to more 

than US$80 per barrel in October 2018, has 

been a big contributor to the export surge, 

though the price swung significantly lower 

again in November.
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The federal election in 2019 is also seen as 

providing a timely boost for deals, with 60% 

of survey participants identifying this as a key 

factor supporting M&A in 2019. The election may 

bring a Conservative government into power, 

which would reduce the likelihood of a carbon 

tax coming into force and improve the chances 

of friendlier corporate policies. Interestingly, 

although the majority of respondents indicated 

that a change in government could be positive 

for dealmaking, more than two-thirds (72%) also 

believe the policies of the Trudeau government are 

having a positive effect on the M&A environment, 

on balance. Respondents pointed to climate and 

environmental policies (34%), the promotion of 

trade diversification (26%), and innovation policies 

(24%) as having a major impact on M&A.

On the subject of climate and environmental 

policy, a Partner at a private equity firm says: 

“These policies have a significant impact in 

Canada. Canada is a leader in climate change 

considerations and its moves to deliver climate 

and environment protection will have a significant 

impact on M&A and buyout plans.”

Irrespective of the outcome, the election will 

resolve long-standing deadlocks that have hindered 

the development of Canada’s oil and gas pipeline 

infrastructure. Plans to expand the Trans Mountain 

Pipeline, which runs from the landlocked oil sands 

in Alberta to the west coast of British Columbia, and 

more than double its capacity were approved by the 

National Energy Board (NEB) in 2013 but have faced 

legal challenges and protests since.

As disputes intensified, the government acquired 

the pipeline from previous owner Kinder Morgan for 

C$4.5 billion. But soon after the deal was struck, the 

Federal Court of Appeal overturned the decision to 

allow the extension on the grounds that the NEB did 

not consult sufficiently ahead of giving the green 

light for the expansion. The Keystone XL pipeline, 

which runs from Alberta into Nebraska in the U.S., 

has faced similar political and legal obstacles.

Very positive

Somewhat negative

Somewhat positive

Roughly neutral

On balance, what effect do you 
think the Trudeau government’s 
policies are currently having on 
the M&A environment in Canada? 
(Select one)

16%

56%

4%

24%
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Which policies out of Ottawa do you think have affected the Canadian M&A environment 
the most? (Please select the most important)

What effect do you expect the following developments to have on your organization’s 
likelihood of pursuing M&A deals in 2019?
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U.S. tariffs + Canadian counter tariffs
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Both pipelines are expected to deliver a substantial 

long-term economic boost for Canada’s oil industry. 

A large number of North America’s oil refineries are 

based on the Gulf Coast, where port infrastructure 

facilitates the shipping of Alberta oil internationally 

and reduces dependency on the Middle East for 

supplies. The Trans Mountain expansion, meanwhile, 

will open up the Asian market to Canada’s oil 

producers, as it can be shipped from the west coast, 

and diversify Canada’s customer base, reducing 

reliance on the saturated U.S. market.

Both the Conservatives and Liberals support the 

construction of the pipelines, but projects would 

benefit from a mandate, secured through an 

election victory, to accelerate their progress.

Trade tensions
The Canadian M&A environment is not without 

challenges, however, and survey respondents 

expressed particular concern over the adverse 

impact that unstable geopolitics and risk factors 

related to global trade could have on Canada’s 

M&A market in the year ahead.

More than a third (38%) of respondents said they 

expected geopolitical and macroeconomic risks 

to represent the biggest barrier to dealmaking for 

their company in 2019, with 64% saying U.S. and 

Canadian tariffs will decrease the likelihood of 

their company pursuing deals.

The CFO of a renewables company explains how 

geopolitical and macroeconomic risks cut across 

the whole deal process in the energy sector. “To 

make a successful deal in our industry, a stable 

political environment is a must,” he says.  “Political 

instability and macroeconomic uncertainties not 

only affect the appetite for M&A, they also delay 

the entire approval and decision-making process.”

The U.S. is Canada’s single largest trading 

partner, with total goods trade between the two 

countries coming in at more than US$582 billion 

in 2017, according to the United States Trade 

Representative. This is more than five times 

larger than Canada’s total trade with the EU, the 

country’s second largest trading partner.

Political instability and macroeconomic 
uncertainties not only affect the appetite for 
M&A, they also delay the entire approval and 
decision-making process.
CFO of a Canadian renewable energy company
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The Trump administration had made renegotiating 

NAFTA a key policy priority, and although the 

U.S. was able to extract trade concessions from 

Mexico earlier in 2018, it took until October before 

Canada agreed to join the U.S. and Mexico under 

the new United States-Mexico-Canada Agreement 

(USMCA). The deal will provide U.S. farmers with 

greater access to Canada’s dairy market and has 

eased concern around the potential imposition of 

auto tariffs.

There is hope that any slowdown in M&A as a 

result of the NAFTA uncertainty will fade now 

that a revised agreement is in place. The accord 

will be particularly encouraging for mid-market 

dealmaking involving smaller companies who are 

more exposed to the NAFTA economies than larger 

corporates, which have the bandwidth to pursue 

deals outside the NAFTA bloc.

Although the deal has eased fears that Canada 

could be excluded from a deal with Mexico 

and the U.S., the agreement still needs to be 

signed off by the U.S. Congress with the House 

of Representatives newly controlled by the 

Democrats. Meanwhile, U.S. tariffs imposed on 

Canadian aluminum and steel, which Canada 

matched, currently remain in place, and 

uncertainty around the Trump administration’s 

next moves on trade lingers. Just under half 

(48%) of respondents to our survey said 

unpredictable behavior by the U.S. White House 

would decrease deal appetite.

A number of respondents from a variety of 

industries commented on the “lack of direction,” 

“unexpected policy changes” and “lack of 

harmony” from the current U.S. administration. 

These included the partner at a private equity 

Political instability and macroeconomic 
uncertainties not only affect the appetite for 
M&A, they also delay the entire approval and 
decision-making process.
CFO of a Canadian renewable energy company

What do you expect to be the biggest challenges or barriers to M&A 
dealmaking for your firm in 2019? (Please select the most important)

Geopolitical  
+ macroeconomic risks

Competition for 
quality targets

Antitrust or national 
security restrictions

Valuation levels

Potential for higher interest 
rates / access to financing
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38%

28%

14%
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house who says: “There is no direction where 

the U.S. market is heading. President Trump’s 

government is changing key polices and making 

decisions which are not good for the global 

economy either. Trump has pulled out of major 

global agreements and has started trade wars. 

Any foreign investor would think twice before 

making new investments."

The race for technology
Setting aside macroeconomic and political factors, 

technology emerged as a clear driver of acquisition 

appetite, with 42% of survey respondents saying it 

represented one of the main motivations for their 

most recent deal and 40% saying it would be a key 

factor in their next transaction.

Respondents are clear that it’s not just the 

technology itself that is a major factor behind 

acquisitions but the opportunities it presents. 

“Identifying, acquiring and, just as importantly, 

integrating new technologies means that we can 

expand our product and service offering and secure 

great customer reach and retention,” says the Senior 

Finance Director of a communications company. 

Then there are those that feel technology will help 

them thrive in their specific industry sector. The 

Managing Director of a renewables company says: 

“Renewable energy is shaping the future of energy 

production and delivery and, within the sector, it 

is technology that is making the difference,” he 

says. “Ten years ago, solar power projects were a 

very costly affair and difficult to implement and 

maintain. But now, thanks to technology, the cost 

of panels has come down significantly and at the 

same time implementation and managing a solar 

project is much more straightforward.”

Respondents also cited industry consolidation 

(42%); the desire to reach new customers 

(28%); and the benefits offered by economies 

Flashback to 2015: Volatile energy prices 
take their toll

In the fourth quarter of 2014, the price of oil 

plummeted more than 50%, catching markets 

off guard and causing anxiety throughout 

natural resource-focused economies, such 

as Canada's. It should come as little surprise, 

then, that 42% of respondents to our 2015 

Canadian M&A Outlook predicted volatility 

in global commodity prices would be the top 

challenge to dealmaking, making it the top 

response. This year, respondents pointed instead 

to the broader category of geopolitical and 

macroeconomic risks, stemming from global 

trade disruptions and political upheaval in many 

countries, as the main challenge to M&A activity.
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A lot can change in just a year, as a comparison 

to the M&A drivers cited in last year’s survey 

demonstrates. In our 2018 M&A Outlook, 

respondents said the top driver of domestic and 

inbound deals would be companies seeking inorganic 

growth, signaling that buyers saw value in overall 

expansion. Many also sought to grow their top line, 

with organic opportunities for growth harder to 

come by. But in this year’s survey, the most-cited 

motivation for deals is acquiring new technology or 

IP – a different strategy that reflects the potentially 

business-altering power of new technologies.

Flashback to 2018:  
Inorganic growth 
drives deals
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of scale (26%) as key deal drivers over the next 

12 months. This has been particularly evident 

in the cannabis industry, where consolidation 

has sparked a number of significant deals. The 

Director of Corporate Strategy at a consumer goods 

company is clear that consolidation is the key driver 

for both his firm and for the sector in general. 

“Industry consolidation is the way forward if we 

want to succeed in this market. The competition 

is fierce, the margins are declining and consumer 

demand is changing at frightening speed,” he says. 

“We will undertake consolidation to ensure we keep 

our growth on track, improve efficiency and have a 

robust increase in our consumer network.”

Acquiring new technology or 
intellectual property

Transformational acquisition

Reaching new customers

Product expansion

Industry consolidation

Inorganic growth

Economies of scale

Acquihire – access to skilled or 
niche talent

0 10 20 30 40 50
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40%
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36%

26%
20%

22%
18%

20%
24%

16%
16%
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12%

Which of the following were the main drivers of your most recent 
acquisition? And what do you expect to be the main drivers of your next 
acquisition? (Please select top two for each)

Most recent acquisition Next acquisition
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The majority of respondents are confident of more dealmaking in their sector, 
but energy is out in front. Meanwhile, private equity (PE) continues to deploy dry 
powder in search of new assets

The confidence that survey respondents have in 

the prospects for Canadian M&A in 2019 translates 

across all sectors. More than eight in ten (86%) think 

M&A volume will go up in their particular sector.

Hot sectors in focus
Through Q3 2018, the traditionally strong energy, 

mining & utilities (EMU) sector had the most M&A 

value at US$70 billion across 140 deals. For part of 

the year, the oil price gave dealmakers in the energy 

sector confidence to return to M&A after a period of 

depressed prices and restructuring in the industry.

Chapter 2: Energy and private  
equity in the ascendancy

Increase

86%

Stay about the same

What do you think will happen to 
M&A volume in your company’s 
sector in Canada next year?
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A number of notable energy M&A deals have 

come to market as a more positive outlook for 

the industry began to emerge. Pipeline operator 

Enbridge invested more than US$10 billion across 

two transactions to unwind the master limited 

partnership corporate structure of U.S. target 

Spectra Energy Partners, which it initially acquired 

in 2017 in what was the largest ever cross-border 

acquisition by a Canadian business.

Given the ongoing delays and uncertainty 

around the development of the Keystone XL 

and Trans Mountain pipelines, acquirers have 

actively sought opportunities to buy companies 

involved in the transportation and processing 

of oil and gas, as volumes are expected to rise 

in line with the stronger oil price. Brookfield 

Infrastructure Partners led a consortium that 

bought the natural gas gathering and processing 

business of Enbridge for US$3.3 billion and 

energy infrastructure investor Wolf Midstream 

paid US$1.3 billion for Access Pipeline, a Canadian 

operator of a heavy oil transportation pipeline 

network and oil storage facility. There has also 

been activity in the production space, with a 

number of oil and gas producers changing hands 

as valuations stabilize and new owners have the 

confidence to invest for the long term. Recent 

deals include Baytex Energy acquiring oil and gas 

producer Raging River Exploration for US$1.4 

billion and Vermilion Energy landing Spartan 

Energy for US$1.1 billion.

There have also been signs that the mining 

industry, a core part of the Canadian economy, is 

springing back to life after struggling through the 

financial crisis and a downswing in the commodity 

cycle. Barrick Gold’s plans to buy Africa-focused 

miner Randgold in a US$6.5 billion deal; China’s 

Zijin Mining agreeing to a US$1.5 billion deal for 

copper, zinc and gold miner Nevsun Resources; the 

sale of a 19.9% stake in Ivanhoe Mines to Chinese 

commodity giant CITIC Metals for US$560 million; 

and Hecla Mining Company’s purchase of Klondex 

Mines for US$450 million are some of the mining 

deals that suggest M&A activity in the sector is 

finally gathering momentum.

After energy, mining & utilities, the real estate 

sector delivered the next highest total deal value 

to September 2018 at US$17 billion, but across 

only nine deals. Brookfield’s acquisitions of Forest 

City and GGP in the U.S., and large domestic real 

estate deals such as Choice Properties Real Estate 

Investment Trust’s acquisition of rival Canadian 

Real Estate Investment Trust (CREIT) for US$4.6 

billion, lifted overall deal value.

The technology sector, in contrast, delivered 

the second highest deal volume in the year to 

September, recording 89 deals, but was down 

in ninth place on the value rankings with total 

deal value of only US$3.7 billion. Interestingly, 

despite the gap in deal value numbers between 

technology and the established mining and energy 

Political instability and macroeconomic 
uncertainties not only affect the appetite for 
M&A, they also delay the entire approval and 
decision-making process.
07 Quote name, quote name light
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sector, 36% of those polled think technology will 

eventually overtake energy as the leading sector 

for deal activity.

Canada’s tech industry does hold potential, as 

demonstrated by PayPal’s US$400 million deal 

for Hyperwallet Systems, a Canadian provider 

of online payout platform solutions for financial 

institutions and marketplace companies; and GTY 

Technology’s acquisition of cloud-based sourcing 

and procurement software developer Bonfire 

Interactive. The gap to the country’s core sectors of 

consumer and financial services, natural resources 

and real estate, however, remains a material 

one. For more on the technology M&A market in 

Canada, see Tech moves in Canada feature, page 26.

One emerging area where M&A activity is rapidly 

gaining momentum is in the cannabis sector. 

Cannabis was legalized for recreational use in 

2018 and TD Securities forecasts that this  

could add as much as US$8 billion to Canadian 

GDP. M&A activity in the cannabis space is 

growing as a result, as dealmakers seek exposure 

to this new industry and incumbents consolidate 

and build market share as legalized cannabis 

sales come into effect. Against this backdrop, 

alcoholic drinks company Constellation Brands 

has taken a 32.05% stake in medical marijuana 

company Canopy Growth Corporation in a US$3.9 

billion deal, while Aurora Cannabis paid US$2.2 

billion for MedReleaf, a producer of cannabis-

based pharmaceuticals.

Some M&A deals will be carried out 
with zero in-person contact between 

buyer and seller

Technology will overtake energy as 
the leading sector for deal activity

Private equity buyouts will make up 
more than 50% of deal volume

China will become the leading 
country for Canadian cross-border 

deals after the U.S.

In your best speculative guess, which of the following is most likely to 
happen in the world of Canadian M&A in five years’ time? (Select one)

36%

4%

36%

24%
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Global ambitions
The Trudeau government’s push to diversify 

trade, a stronger Canadian dollar and a desire to 

find value outside of Canada’s concentrated M&A 

market have all combined to encourage Canadian 

dealmakers to pursue more cross-border deals.

Close to half of our respondents (44%) said they 

plan to target acquisitions outside Canada next 

year. Western Europe will be a key target market 

for 59% of these buyers, but the closely integrated 

market of the U.S. remains the first choice for most 

cross-border dealmakers (73%). This is despite the 

fact that nearly one-third (30%) of those polled 

said U.S. companies have become less appealing for 

acquisitions since the current U.S. administration 

took office, compared to just 6% who said they 

have become more appealing. Protectionist 

positioning by the U.S. has put the biggest dent in 

the attractiveness of U.S. targets for 53%, although 

20% pointed out that U.S. tax reform had actually 

made businesses in the country more attractive.

Data for 2018 confirms that, despite the imposition 

of tariffs and a difficult NAFTA renegotiation, 

the U.S. remains by far the most active cross-

border market for Canadian dealmakers. In the 

year through Q3 2018, there were 153 outbound 

Canadian deals into the U.S., worth US$50 billion. 

In contrast, Latin America accounted for 27 cross-

border deals worth US$2.6 billion, with Western 

Europe serving up 23 deals and the UK 20 deals, 

worth US$7.7 billion and US$8.0 billion, respectively. 

Interest in emerging economies, however, is 

growing, according to our survey findings. India 

was third (45%) among target geographies, Latin 

America was fourth (36%), and Africa & the Middle 

East tied were for fifth (32%).

For your company, how attractive 
are U.S. targets as potential 
acquisition targets currently as 
compared to before the Trump 
administration came into office? 
(Select one)

Somewhat more attractive

Somewhat less attractive

Much less attractive

About the same

Depends entirely on the target

6%

44%

8%

22%

20%
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If you plan to target companies for potential acquisitions outside of Canada in 2019, which 
countries / regions do you plan to target?  (Please select all that apply)

USA

India

Southeast Asia

Latin America

China

Africa & Middle East

UK

Australia

Eastern Europe

Western Europe (ex. UK)

36%

32%

32%

32%

18%

14%

9%

45%

59%

73%

Do you plan to target companies 
for potential acquisition outside of 
Canada in 2019?

Which U.S. policies have affected the 
attractiveness of M&A targets the most?  
(Please select the most important)

Yes

34%

No

Not sure

22%

44%

Protectionist trade 
policies + tariffs

Corporate tax reform

Environmental deregulation

Financial deregulation

Weakening of Obamacare

53%

20%

14%

10%

2%
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The Managing Director of an energy company 

expands upon the opportunities and challenges 

his company could face as they look to move 

into emerging market territory. “One of our 

core strategies for next year is to expand our 

business in international markets. In a foreign 

market like India, which is a major target for us, 

it is far too difficult to penetrate and do business 

in a traditional way,” he says. “Through minority 

stakes, joint ventures or straightforward M&A, 

we can bypass a lot of restrictions and clear 

roadblocks to gain access.”

Canadian buyers have been attracted to 

companies operating in familiar sectors but based 

in fast-growing emerging markets. Outbound 

deals into emerging markets have also been 

pursued to bring down production costs and 

secure supply chains. The Canada Pension Plan 

Investment Board (CPPIB), for example, acquired 

Indian renewable energy producer ReNew for 

US$247 million, while a subsidiary of Kinross Gold 

acquired two hydroelectric power plants in Brazil 

from a subsidiary of Gerdau for US$254 million 

in order to de-risk energy supply and lower the 

production costs for its Brazilian mine Paracatu.

Private equity puts the pedal down 
PE firms have been highly active players in 

Canadian M&A. In 2017, there were 135 PE deals 

worth US$34 billion, figures that the industry 

may surpass in 2018. By the end of September 

2018, PE firms had already secured 94 deals 

worth US$21 billion.

Canadian buyout firms have been especially 

active in the international deal market. Of 

Canada’s total PE deal value to September 2018, 

US$13 billion has come from outbound deals. 

CPPIB’s acquisition of Swiss betting industry 

content provider Sportradar for US$2.5 billion 

and OMERS Private Equity’s US$1.1 billion buyout 

of UK-based recruiter Alexander Mann Solutions 

are just two examples of how managers are 

diversifying their capital globally and seeking 

value in markets outside the country.

One of our core strategies for next 
year is to expand our business in 
international markets.

Managing director of an energy company
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Number of outbound M&A deals from Canada by target country, Q1-Q3 2018

Private equity buyout activity in Canada, 2013 - Q3 2018

Domestic aggregate value (in US$m) Domestic number of deals

Inbound aggregate value (in US$m)
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What change do you expect to see in the exit environment for Canadian 
portfolio companies in 2019, if any?

What will be the most important factors affecting the exit environment 
in 2019? (Please select the most important)

Exit environment will become more favorable 
for sellers

Exit environment will remain about the same

Exit environment will become less favorable

7%
13%

80%

Abundance of PE dry powder 
and cash on corporate 

balance sheets

Current point in the 
economic cycle

Strength of 
Canadian economy

Macroeconomic and 
geopolitical factors

40%

33%

20%

7%
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This has been a particularly good time for buyout 

firms to exit. The PE executives who participated 

in the poll noted that an abundance of dry powder 

(40%) created favorable exit conditions for firms. 

For example, pan-European PE manager EQT 

was the vendor in the Sportradar deal. Smaller 

exits included Teachers’ Private Capital selling 

Norwegian outdoor wear brand Helly Hansen 

for US$763 million and domestic firm TorQuest 

Partners exiting building supplier WSB Titan for 

US$627 million. 

A vendor-friendly market is expected to carry 

on into 2019. In the survey, 80% of respondents 

said they think the environment for PE sellers 

will remain about the same next year, while 13% 

said it will become more favorable and only 7% 

predicted that it will become less attractive  

for sellers.

The mountain of dry powder PE firms need 

to deploy, however, is inflating valuations and 

making it more difficult, with bankers observing 

companies often changing hands for between 14x 

and 15x EBITDA. Low interest rates and readily 

available financing have enabled firms to make 

deals work at these prices.

Despite the pressure that PE firms are under to 

deploy capital, our survey participants indicated 

that they expect the industry to take up an 

ever-larger share of the M&A market over the 

next five years. When asked for the most likely 

development to take place in Canadian M&A five 

years from now, more than a third of respondents 

(36%) said PE buyouts will make up more than 

50% of deal volume. The industry is still a long 

way from that threshold, however. In 2017, PE 

buyout value in Canada made up just 18% of the 

total, and the number of buyouts represented 

only 14% of the overall deal count.

There is certainly a good deal of optimism among 

our respondents, including a Partner at a Toronto-

based private equity firm. “Canada’s positive 

economic outlook will provide PE investors with 

all the confidence they need. Firms are looking for 

stable markets where their investments can be 

managed well and where the scope of returns is 

better. Canada rightly fits the bill.”
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Canadian tech M&A has long been overshadowed by dealmaking in the 
country’s much larger energy and mining sectors, but there are signs that  
things could be changing

Feature: Tech moves in Canada 

In 2017, Canada recorded 89 technology M&A 

deals valued at US$5.9 billion, the highest annual 

technology deal value for a decade. The figure 

was more than double the US$2.6 billion posted 

the previous year. Although tech value for 2018 

(which stood at US$3.5 billion through Q3 2018), is 

unlikely to match the heights of 2017, deal volume 

for 2018 is robust, with 68 deals secured in the 

first three quarters of the year.

Outbound tech M&A from Canada has also  

grown steadily. There were 45 outbound tech 

deals from Canada in the year to mid-November 

2018, putting the market on track to deliver 

one of the busiest years for outbound tech deal 

activity since the financial crisis. After the 55 

outbound tech deals sourced in 2017, the next 

best years were the 44 outbound tech deals 

recorded in 2016 and the 42 deals secured in 

2015. This year has already surpassed both  

those totals.

Growing up
As the deal figures suggest, Canada’s tech industry 

is starting to come of age. Successful Canadian 

start-ups like Hootsuite, one of the world’s most 

used social media management platforms, and 

Shopify, a multi-channel ecommerce platform 

with customers in 175 countries, have showcased 

Canada’s rapidly-growing technology capabilities, 

joining more established parties like Open-Text, 

Constellation Software and CGI.

The Toronto Waterloo Region Tech Corridor, an 

initiative championed by public-private partnership 

Communitech, was ranked as one of the 20 best 

technology clusters in the world in 2018. The 

Corridor has linked up 16 universities and colleges 

between Toronto and the Waterloo region, famous 

for the University of Waterloo’s mechatronics 

program, which was the birthplace of BlackBerry 

and has more recently incubated start-ups like 

Clearpath Robotics, Aeryon Labs and Thalmic 

Labs. These three companies alone have raised 

more than a quarter of a billion dollars of funding 

between them.

Support from all levels of government has also 

aided the development of the country’s tech 

sector. Ontario, for example, is one of the few 

places in the world where driverless cars can be 

tested on public roads. The Business Development 

Bank of Canada, meanwhile, has been a reliable 

source of expansion and seed capital for 

entrepreneurs. This funding has been crucial for 

market building in Canada’s tech space.

As new tech companies from Canada’s start-up 

scene emerge, M&A activity should increase. 

Hootsuite, for example, has made more than 10 

acquisitions since receiving its first funding round. 

Shopify has done six deals.

26
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Deals a strategic necessity
Deal activity, however, hasn’t been limited to 

Canada’s tech start-ups. Large Canadian tech 

companies and financial sponsors have been 

active tech dealmakers over the last year too.

Searchlight Capital, for example, paid US$2.0 

billion to take private Mitel Networks, an enterprise 

communications company that is nearly half a 

century old. The deal will help Mitel transition from 

an IP telephony focus into a cloud-based service 

provider, away from the glare of public markets. 

In another high-profile deal, PayPal acquired 

Canadian pay-out platform Hyperwallet for 

US$400 million. The deal improves PayPal’s pay-

out capabilities for ecommerce marketplaces.

Canadian sponsors and tech corporates have also 

been increasingly willing to buy into technology 

from abroad in order to improve offerings, expand 

overseas and gain exposure to fast-growing markets.

Canadian online gambling company Stars Group 

bought UK-based Sky Betting and Gaming for 

US$5.5 billion from CVC Capital Partners Sky; 

and a consortium including a number of Canadian 

pension funds backed the US$10 billion funding 

round for Ant Financial Services, the Chinese 

payment platform giant.

Canadian tech companies have also actively 

invested in deals to broaden their services 

offerings. N. Harris Computer Corporation, a 

developer of software for utilities and public 

sector owned by Canadian technology giant 

Constellation, added to its service offering with 

the US$201 million acquisition of accounting 

software implementation group ACCEO Solutions. 

In a smaller transaction, e-invoice business Cortex 

Business Solutions paid approximately US$7 

million to join up with e-document and workflow 

management company Powervision. The deal 

is an example of how Canadian tech companies 

are using M&A as a strategic tool to move into 

adjacent service lines.

Outlook
Tech M&A in Canada still trails deal activity in 

other sectors by some margin, but although 

mining and energy deals continue to account for 

most activity, tech dealmaking is closing the gap. 

Technology was only the ninth largest sector by 

deal value through the end of Q3 2018, however 

it delivered the second highest volume of deals.

In our survey, 42% of respondents said 

technology was a key driver in their most recent 

deal, with 40% identifying technology as a key 

factor in their next transaction. Over a third of 

participants (36%) predicted that technology 

will overtake energy as the busiest sector for 

deals in the future. There is a long way to go, but 

momentum is building.



In this section we explore how dealmakers are targeting companies, structuring 
their deals and financing them 

As is the case in other jurisdictions, targeting and 

originating quality deals will be an ongoing theme 

in Canada’s M&A market, as the growing amount 

of capital sitting on corporate balance sheets and 

in PE funds chases a limited pool of assets.

Roughly a third of our respondents (34%) said 

they think attractive targets will be less available 

in 2019 compared to this year. Just over half 

(52%) think the availability will remain about 

the same, but only 14% think there will be more 

appealing targets on the market next year. In a 

competitive market with bumper valuations, the 

quality threshold for deal targets is high, with 

respondents citing promising IP or technology 

(50%), a large customer base (44%), and an 

affordable valuation (44%) as the main criteria 

used to evaluate deal targets.

A senior VP at a business services firm outlines 

the issues of identifying and capturing the right 

asset in the current climate. “Identifying the 

right target is a critical factor for any successful 

M&A deal. A quality target is not just a company 

with a very attractive product or service. 

It should have experienced management, a 

productive team and well-scaled IT, among other 

factors,” he says.

As competition for a limited number of assets 

intensifies, buyers are increasingly considering 

unconventional transaction types in order to  

find deals. Hostile takeovers were described  

as “highly appealing” by 46% of respondents,  

for example.

Cases of dealmakers attempting to drum up deal 

flow by going hostile in 2018 include Lundin Mining 

making an unsolicited offer for base metals miner 

Nevsun before Zijin came into play and agreed 

to a friendly deal. Husky Energy, meanwhile, 

pursued a US$5 billion hostile bid for MEG Energy 

in H2 2018. In addition to hostile deals in natural 

resources, the fast-growing cannabis sector has 

also seen bidders go hostile in order to flush out 

transactions. Hiku Brands had agreed to a deal 

with WeedMD before Canopy Growth stepped in 

as a white knight. Aurora Cannabis’s deal with 

CanniMed Therapeutics, meanwhile, started out 

with Aurora making an unsolicited bid in 2017 

before upping its offer to secure a consensual 

merger in 2018.

Chapter 3: The science of the deal 

What change do you expect to see 
in the availability of attractive 
M&A targets in 2019, if any?

Attractive  
targets will be 
more available

Availability will 
remain about 
the same

Attractive 
targets will be 
less available

34%

14%

52%
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0 20 40 60 80 100

How appealing do you expect the following acquisition types to be to your company in 2019? 
(Please select one for each type)

Which criteria are currently most important to your company in evaluating potential targets? 
(Please select top two)

Highly appealing Somewhat appealing

Not very appealing Neutral attitude / depends entirely 
on the specific asset

Hostile takeover

Club deal involving both 
strategic and PE buyer(s)

Vertical integration deal

Carve-out

46%

44%

34%

18%

32%

26%

50%

46%

24%

14% 8%

6%

2%

32%

14%

4%

Promising intellectual 
property or technology

Affordable valuation

Established presence in a 
desirable market

Large customer base

High margins / profitability

50%

44%

44%

42%

20%
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How available do you expect the following forms of M&A financing to be in 
Canada over the coming year? (Please select a level of availability for each)

Highly available Somewhat available Not very available

Strongly favor Somewhat favor Not favor very much

Cash

Private debt

Bank loans

High-yield bonds

Equity raising

0 20 40 60 80 100

90%

88%

48%

26%

24%

10%

10%

38%

48%

46%

2%

14%

26%

30%

Which of the following do you expect your firm to favor most when it comes to 
financing an M&A deal in 2019? (Please select a level of preference for each)

Cash

Private debt

Asset sales

Bank loans

High-yield bonds

88%

84%

46%

30%

22%

18%

12%

16%

46%

38%

34%

44%

8%

32%

44%

38%Equity raising
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Forty-four percent of the survey pool said club 

deals involving PE and strategics held strong 

appeal. Although PE firms have joined forces in 

Canada throughout 2018 – with examples including 

CPPIB partnering with Technology Crossover 

Ventures in the Sportradar deal and BC Partners 

joining forces with the Ontario Teachers’ Pension 

Plan to acquire waste manager GFL Environmental 

for US$5.1 billion – partnerships between strategic 

buyers and financial sponsors have been scarce. 

One exception is Enerkem, a Canadian company 

that converts waste into energy. Enerkem’s 

funders include a mixture of investment managers 

such as BlackRock, foreign strategics such as 

Sinobioway and Canadian institutions such as the 

National Bank of Canada. The Enerkem deal was, 

however, a venture funding round rather than a 

traditional M&A transaction. It remains to be seen 

whether PE and strategics will be willing to work 

together more closely in the future.

Friendly finance
Although sourcing transactions has become 

more challenging, financing deals remains 

straightforward and borrower-friendly. Even as 

the Bank of Canada has been increasing rates, 

the current base rate of 1.75% is still low by 

historical standards, and five- and ten-year rates 

haven’t shifted as much. Loan issuance remains 

robust: Figures compiled by EY show that total 

issuance in Q2 2018 came in at C$79 billion, more 

than double the C$37 billion issued in Q1 2018 and 

63% higher than the C$49 billion raised in Q2 

2017. The growth in high-yield bond issuance was 

lower in Q2 2018, only climbing 42%. Canadian 

companies have also been able to tap the U.S. 

leveraged loan market, with EY calculating that 21 

Canadian borrowers raised US$18 billion south of 

the border in Q2 2018.

Although the leveraged loan and, to a lesser extent, 

the high-yield bond markets have been open for 

business, it should be noted that the types of 

financing favored by dealmakers have changed 

rapidly in recent years. A majority of respondents 

pointed to two forms of financing they expect to be 

“highly available” for M&A next year: cash (90%) 

and private debt (88%). Similar percentages said 

they will strongly favour cash (88%) and private 

debt (84%) for their transactions.
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Flashback to 2017:  
Private debt begins its rise

M&A financing has evolved significantly in the 

last two decades, and one particularly important 

development has taken place in just the last few 

years: the ascent of private debt. The flexibility 

and availability of financing packages from 

specialized lenders has made them an attractive 

prospect for acquirers. They have only recently 

become widely used, however, as our 2017 M&A 

outlook survey shows – that year, just 24% of 

respondents said private debt would be among 

the top two types of financing available to fund 

Canadian acquisitions. Jump ahead to this year’s 

survey and 88% said private debt would be 

“highly available” to buyers, making it the second-

most cited answer.
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Our survey reflects a Canadian M&A community that 

is confident and looking beyond domestic borders 

for growth opportunities and value for money.

Almost two-thirds (60%) of the respondents 

to our survey expect the number of overseas 

deals by Canadian buyers to climb significantly. 

Outbound M&A deal activity has climbed in 2018 

and more of the same is anticipated in 2019 as 

dealmakers diversify away from a competitive 

domestic deal market and leverage attractive 

debt markets to win deals overseas.

In an M&A market characterized by stiff 

competition and high prices, dealmakers are giving 

thought to what they want from deal targets, with 

IP and technology emerging as the primary drivers 

of dealflow. M&A practitioners are also exploring 

new ways to structure deals in order to win more 

transactions. Our survey shows that almost half 

of respondents expect to see more minority deals 

in 2019 and more club deals, sometimes even 

involving a strategic buyer and financial sponsor 

acting in tandem.

Dealmakers are also hopeful that the federal 

election in 2019 will provide the winner with a 

mandate to pursue upgrades to Canada’s oil 

pipeline infrastructure, which is seen as crucial 

to unlocking the full potential of Canada’s rich 

natural resources.

The view on politics south of the border in 

the U.S. is less favorable, with the majority of 

survey participants worried about what the U.S. 

administration will do next and the adverse effect 

such actions could have on Canada.

Despite these risks, economic fundamentals 

combined with readily available debt and growth 

opportunities beyond Canada’s borders tilt the 

balance in favor of another strong year for 

Canadian dealmaking over the next 12 months.

Conclusion
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Contacts
Citi, the leading global bank, does business in 

more than 160 countries and jurisdictions. Citi 

provides consumers, corporations, governments 

and institutions with a broad range of financial 

products and services, including consumer 

banking and credit, corporate and investment 

banking, securities brokerage, transaction 

services, and wealth management. 

In Canada our history of enabling progress dates 

back to 1919.

We use our global scale and expertise to offer 

Canadians and multinational clients alike unrivaled 

access, empowering them with the ability to adapt 

and compete in a rapidly changing global economy. 

As one of the country's largest foreign financial 

institutions, our legacy is one of innovation and 

exemplary citizenship.

About us
Grant Kernaghan
Managing Director

Canadian Investment Banking 

+1 416 947 5500 

grant.kernaghan@citi.com

Additional information may be found at:

www.citigroup.com/canada

Twitter: @Citi 

YouTube: www.youtube.com/citi 

Blog: http://blog.citigroup.com 

Facebook: www.facebook.com/citi 

LinkedIn: www.linkedin.com/company/citi
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About Mergermarket

Acuris Studios, the events and publications arm 

of Acuris, offers a range of publishing, research 

and events services that enable clients to enhance 

their brand profile, and to develop new business 

opportunities with their target audience.

To find out more, please visit www.acuris.com

Please contact: 

Alissa Rozen 

Head of Sales, Acuris Studios 

Tel: +1 212 500 1394

Mergermarket is an unparalleled, independent 

mergers & acquisitions (M&A) proprietary 

intelligence tool. Unlike any other service of its 

kind, Mergermarket provides a complete overview 

of the M&A market by offering both a forward-

looking intelligence database and a historical 

deals database, achieving real revenues for 

Mergermarket clients. 
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