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The last 12 months have proved remarkable for participants in the Canadian M&A 
scene, for several reasons. In December 2014, the completion of Burger King 
Worldwide’s US$12.7bn takeover of Tim Hortons capped an incredible year for 
Canadian dealmakers, and the consensus was that 2015 would look to surpass it. 

Indeed, in value terms, dealmaking looks healthier than 

ever. According to Mergermarket, US$170bn-worth of deals 

were announced by Canadian acquirers in the first three 

quarters of 2015, compared with US$86.8bn in the same 

period in 2014. However, the number of deals fell over the 

same period by 7%. On top of this, deals for Canadian targets 

fell 8.5% and 15.8% respectively over the same timeline, as 

a combination of local and global factors sent shockwaves 

through Canadian businesses, including a decline in oil prices, 

a struggling Chinese economy and wider trouble in areas 

such as Latin America and Europe.

Yet as this goes on, companies are still pursuing strategic 

transactions. Profitability at natural resource companies, 

eroded by falling commodity prices, are sparking discussions 

of consolidation, particularly in the energy sector. The need 

to shore up balance sheets has also aroused the interest of 

private equity houses. Indeed, the value of PE buyouts of 

Canadian companies is up 75% over the first nine months of 

the year. Canada’s relatively weak dollar is attracting foreign 

investors looking for reasonably priced deals. And on top of 

this, Canada’s pension fund powerhouses are continuing to 

look for investment opportunities both at home and abroad.

Notwithstanding all of these headwinds, Canadian M&A 

practitioners remain remarkably optimistic in their outlook, 

and Citi, in association with Mergermarket, is pleased to 

present the 2016 Canadian M&A Outlook. We surveyed 50

leading M&A professionals across Canada to understand 

what will be the key trends in 2016.

Key findings from our survey include:

•   70% of respondents anticipate Canadian M&A will rise 

in the next 12 months, a significant increase from 46% 

in 2015’s report. The remaining 30% believe the level of 

dealmaking will stay the same. 

•   The top driver for M&A in 2016 will be low commodity 

prices, according to 38% of respondents.

•   The valuation gap between buyer and seller will be the 

greatest challenge to Canadian M&A in 2016, 68% of 

respondents say. This was trailed closely by 62% that said 

volatility in global commodity prices would be the greatest 

hurdle to dealmaking.

•   Private equity is expected to see the biggest increase in 

dealmaking among Canadian buyers, according to 56% 

of respondents. This was also supported by respondent 

expectations that private equity will play a key role in 

domestic, inbound, and outbound M&A. 

We hope this report helps you to navigate through the 

many factors at play in Canadian dealmaking and, as always, 

we welcome your feedback.

Foreword
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CHAPTER 1:  
CANADIAN M&A IN 2016

Outlook and deal drivers

What do you expect to happen to the overall volume of 
Canadian M&A activity over the next 12 months?

20% 50% 30%

Significantly  
increase

Somewhat  
increase

Remain  
the same

Deal activity is expected to increase in the year ahead, 

a sentiment shared by 70% of respondents in this year’s 

survey. Overall, a fifth of all respondents felt that this 

increase would be significant. Not one respondent said 

that they expected overall Canadian M&A activity to fall.

Explaining this expansion of M&A, participants cited a 

number of potential deal drivers. According to 38% of 

respondents, low commodity prices have resulted in rising 

stress levels at many Canadian energy companies, causing 

them to offload non-core assets to avert debt defaults and 

creeping distress. On top of this, increasing influence and 

demand from private equity firms will likewise drive deals 

(36%), as these buyers become increasingly aggressive in 

their acquisitions. Elsewhere, easy access to financing was 

cited among 32% of respondents.

The country’s sensitivity to commodity swings was seen 

by many as a key reason for deals in Canada. “It would 

really be commodity prices and valuation that would drive 

[dealmaking] just because the energy sector is so sensitive 

to the commodity price cycle,” says one corporate controller. 

One example of low commodity prices driving M&A in 

Canada came in October, with Suncor’s US$5.1bn hostile 

offer for Canadian Oil Sands. 

Others, such as this partner at a law firm, think that private 

equity demand will also drive M&A, as they wait in the wings 

to swoop in on cheap deals. “With private equity, they have 

a lot of money sitting in their funds right now waiting to 

be deployed and I think there is strong demand for certain 

assets,” he says.
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What do you view as the greatest drivers to Canadian 
M&A in 2016?

Interestingly, several respondents cited the falling value of 

the Canadian dollar as a key factor in driving the country’s 

dealmaking. “It’s attractive for foreign buyers and companies 

seeking inorganic growth,” says one vice president of 

investment at a private equity firm. “There is limited organic 

growth given low levels of inflation and low levels of general 

economic growth.” For more on the falling dollar’s impact on 

Canadian dealmaking, see page 7.

Please note: respondents were allowed to select more than one answer 5

Low commodity prices

Private equity demand

Easy access to financing

Companies seeking inorganic growth

36%

32%

30%

38%

“There is limited organic growth given low 
levels of inflation and low levels of general 

economic growth” 
VP of investment at PE firm 

70% OF RESPONDENTS IN 2016 BELIEVE 
CANADIAN M&A VOLUME WILL INCREASE IN 
THE NEXT YEAR, COMPARED WITH 46% OF 
RESPONDENTS IN 2015.

46%

70%2016

2015
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The valuation gap will be the greatest challenge to 

Canadian M&A in 2016, according to 68% of respondents. 

This represents a 28 percentage-point increase from 

2015’s survey, when more respondents were concerned 

about volatile global commodity prices rather than 

valuation disagreements between buyers and sellers.

This issue in some ways can be related to the uncertainty 

in oil and gas prices. “With the fluctuation in commodity 

prices, it’s just hard for buyers and sellers to model certain 

things and for buyers to know that they are paying the right 

amount, and having some long-term certainty in terms of 

assets and revenues,” says one law firm partner. “For sellers, 

they don’t want to be selling at the bottom of the market if 

things get better, but they don’t know when they are going 

to get better, creating uncertainty.”

While it may be a factor causing valuation gaps, almost 

two thirds (62%) cited volatility in global commodity prices 

on its own as one of the top two leading challenges for 

Canadian M&A going forward. Notably, 44% of respondents 

said competition for quality targets would prove difficult as 

private equity firms put capital to work making acquisitions 

and as a wave of industry consolidation sweeps the energy 

and mining space.

Commodity price uncertainty is leading to caution in the 

market, according to a corporate controller. “I think volatility 

alone will continue to create a lot of caution in the market” 

he says. “As a commodity player I think in Canada there is a 

lot of focus on China. More so than there is on the Europe-

Greece issue.” For more on China, see page 10.

68%

62%

44%
Please note: respondents were allowed to select more than one answer 

Mind the gap

Significant valuation gap between buyer and seller

Volatility in global commodity prices

Competition for quality targets

68% CITED THE VALUATION GAP AS ONE 
OF THE BIGGEST CHALLENGES FOR M&A, 
COMPARED TO 40% LAST YEAR.

2016

40%

68%

2015

What do you perceive as the greatest challenges to Canadian M&A in 2015?
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Dollar bulls
The Canadian dollar has dropped 14 cents against its US 

equivalent in the past year, driving talk of an M&A wave.

This assertion isn’t new. A 2008 study by George 

Georgopoulos of York University, for instance, concluded 

that: “Using US and Canadian bilateral M&A data, the results 

showed that a real currency depreciation leads to an increase 

in the probability of cross-border M&A but only in high R&D 

intensive industries, and evidence on European M&As of 

Canadian firms lean towards this result.”

Our report echoes this analysis, with the survey indicating 

that respondents also believe the Canadian dollar’s 

depreciation will have a positive impact on deal numbers 

in the country.

Nearly two-thirds of respondents believe the weakening 

of the Canadian dollar will positively impact M&A — 

with almost a third of those saying the impact will be 

significant. Thirty percent think that the slide will have 

a negligible impact, while just 8% see the falling dollar 

as having a bad influence on Canadian dealmaking.

Some respondents in particular see the weakening Canadian 

dollar, coupled with the strong US dollar, as a siren call for 

US acquirers — especially with some Canadian companies 

struggling. “I think M&A will increase somewhat, given that 

the US dollar is so strong compared to Canadian dollars. 

Many Canadian oil and gas companies are suffering a bit 

right now,” says one law firm partner. “A lot of these assets 

in Canada become big bargains for the US due to insecurity 

over government and the commodity prices, and we haven’t 

seen as much as we would have expected.”

By contrast, some respondents warned that while inbound 

activity may well get a boon from the dollar’s slide, outbound 

activity would take a hit. “Internationally, it has a negative 

impact as it affects the buying power of Canadian companies. 

It has a significant impact in international markets and a 

muted one in domestic markets,” says one corporate CFO.

20% 6%42% 2%30%

Significant 
positive impact

Somewhat 
negative impact

Somewhat 
positive impact

Significant 
negative impact

No material 
difference

7

How is the slide of the Canadian dollar impacting Canadian M&A?
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Oil boost
The oil price collapse in the past year could dramatically 

affect M&A activity in Canada. Fifty-seven percent of 

respondents say this development would have a positive 

impact on deal activity, in the sense that energy companies 

would be forced to sell assets to avoid debt defaults, thus 

creating opportunities for acquirers. 

For some, low oil prices will simply force the hands of energy 

companies with nowhere else to go into M&A deals. “Low oil 

prices will result in a lack of alternatives for a lot of players,” 

says one managing director at an investment bank.

While this can be construed as M&A in light of suffering, 

others think that oil prices remaining low for a long period 

could provide a boon to Canadian companies through 

increased demand for their products — and making them 

more attractive propositions in the process.

While this optimism is welcome, it could indeed take a 

while to come to fruition — data released by Statistics 

Canada in October show that exports fell in August by 

the most since 2012. 

If they carry on, how will low oil prices impact the level of Canadian M&A activity in 2016?

23% 20%35% 8%14%

Significant 
positive impact

Somewhat 
negative impact

Somewhat 
positive impact

Significant 
negative impact

No material 
difference

“Low oil prices will result in a lack of alternatives 
for a lot of players.”
Managing director at an investment bank
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Conversely, over a quarter (28%) of respondents said that 

low oil prices in 2016 would negatively hit dealmaking, with 

8% of those surveyed expecting the impact to be significant. 

Respondents with a less optimistic view of oil prices and M&A 

in Canada pointed out that while big plays may be happening 

in energy sectors because of this, the macroeconomic 

impact of stagnating prices could actually hurt dealmaking 

on the whole. “I think it will hurt overall activity. But I think 

some people will come out the winners and some people will 

come out the losers,” says one corporate controller. “Some 

people are going to be more considerate of their cash. But 

as smaller companies struggle it is an opportunity for larger 

companies to scoop them up.”

“Some people are going to be more 
considerate of their cash. But as smaller 
companies struggle it is an opportunity for 
larger companies to scoop them up.”
Corporate controller

9
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4%

Stalling China
If it continues, the impact from China’s declining growth rates 

will have a negative impact on Canadian M&A, according to 

50% of respondents. In general, the slowdown will send even 

more shocks through the global commodities market.

For investment, a slow-growing China could mean equally 

slowed inbound interest from Chinese investors. The partner 

of a law firm notes this problem is one for private and state-

owned Chinese companies: “If their economy is slowing 

down, then that’s going to impact their ability to transact 

with another country,” he says.

A full fifth of respondents, by contrast, believe that a poorly 

performing China would boost Canadian dealmaking. This 

relates to the idea that cash-rich investors in the Asian 

giant will start to look for growth outside of home — and 

conditions in Canada could prove enticing. “They are doing 

a bit less well than they did in the past year. So they might 

look away from their home country to do business,” says 

one law firm partner. “Once again with the cheaper dollar, 

their currency is somehow strong. Canada should be a good 

target for Chinese companies.” This thesis is being born out 

so far this year, with Mergermarket data showing there have 

been eight deals for Canadian companies by Chinese buyers 

in the YTD — compared with just five of the same type of 

deal in the whole of 2015.

If it continues, what impact will China’s current sluggish economic performance have on Canadian M&A in the 
next 12 months?

Significant 
positive impact

Somewhat 
negative impact

Somewhat 
positive impact

Significant 
negative impact

OtherNo material 
difference

2% 40%18% 10%26%

“Canada should be a good target 
for Chinese companies.” 

Partner at a law firm
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Chinese burns
A slowing Chinese economy has spooked global markets. This should concern Canada. 

Chinese turbulence may have caused a mini-boom for 

investments into Canada. However, this could be a prelude 

to a rather large problem. On the surface, things may not 

look so bad. Chinese Premier Li Keqiang said the Asian 

giant was on track to hit its economic growth target of 

roughly 7% for 2015. While this number shows a slowdown, 

it is nothing that suggests an impending crisis.

It is unwise to take China’s economic data at face value, 

however. As Citi noted in its Global Economics View: 

“When forecasting the outlook for growth in China we 

have a further problem that the official GDP data are 

‘manipulated’ to such an extent that ‘true’ real GDP growth 

is likely to be at most weakly positively correlated with real 

GDP growth according to the official data.”

If China is slowing at a faster pace than anticipated, 

this poses a problem for Canada. “China’s a big driver 

of worldwide growth,” explains a private equity CFO. “If 

Canadians are going to export a large amount, China is 

one of the two biggest recipients.”

“China is also a big part of US growth,” he adds. “If that cuts 

off, the US isn’t going to grow. Therefore, Canada won’t.”

Quarterly real GDP growth for China compared with growth estimates based on Citi’s Li Keqiang index

5%

10%

15%

20%

25%

30%

20152014201320122011201020092008200720062005

   LKQ index

   Official real GDP 
YoY% change

Data supplied from Citi’s Global Economics View released September 8, 2015
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CHAPTER 2:  
DEAL FLOW AND FINANCING

Domestic vs. cross-border M&A
Anticipation is building for M&A within Canada’s borders, as respondents expect inbound 
and domestic activity to increase substantially in the year ahead.

A full 81% of respondents expect inbound activity to increase 

(compared with 60% in 2015’s survey), while 48% have similar 

beliefs regarding domestic M&A (up from 40% in 2015). 

In the vein of domestic transactions, the partner of a law firm 

says, “I think we will see a lot of roll-ups, so those are going 

to be broad-based. So we will see Canadian corporations 

buying other smaller Canadian companies as they attempt 

to build, scale and grow. I would say especially manufacturing 

will see the most Canadian M&A activity in 2016.”

Conversely, only 8% of respondents say outbound M&A 

will increase, compared with 38% in 2015. This sentiment 

was attributed to declining commodity prices and the 

weaker dollar, factors that will benefit inbound buyers 

but prove detrimental to acquisitive appetites among 

Canada’s corporates. 

2%

42%

6%

44%

27%

8%

45%

23% 58% 11% 8%

20%

Domestic M&A Activity

Inbound M&A Activity

Outbound M&A Activity

   Significantly increase

   Somewhat increase

   Remain the same

   Somewhat decrease

   Significantly decrease

4%

2%

What do you expect to happen to the volume of Canadian M&A activity in the following areas over the next 
12 months?
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8% 10% 10%18%18% 8% 12%14% 6%

14% 48% 28% 14%8%

8% 8%

10% 12%10%10%

32% 10%

Domestic M&A Activity

Inbound M&A Activity

Outbound M&A Activity

   Agriculture
   Consumer
   Defense
   Energy
   Mining
   Utilities
   Government
   Financial Services
   Industrials and 
Chemicals

   Pharma/Medical/
Biotech

   Real Estate
   TMT
   Transportation

6%

6%

50%20% 34% 16% 10% 10%

2% 4%

2%

2%

2%

2%

2%

Hot sectors
Somewhat unsurprisingly, M&A driven by oil and gas and mining acquisitions are 
expected to lead dealmaking in domestic and inbound M&A in 2016. Interest is also 
blossoming toward acquisitions of consumer and pharmaceutical companies.

Energy has long dominated Canada’s M&A landscape, and 

commodity price issues will cement this, according to one 

COO at a private equity house. “Given where the state of the 

market is for the sector, I think there will be some activity, 

whether it is consolidations or something else,” he says.

Away from commodity-based industries, the consumer sector 

is also expected to pick up a decent portion of Canadian 

dealmaking, particularly when it comes to domestic deals 

(20% of respondents). Says the partner at a law firm, 

“I think consumer goods is really a strong area for inbound, 

especially for food and beverage deals… Again, for inbound 

we are going to see a lot of private equity looking to do bolt-

on transactions to their existing portfolio companies.” 

Adding to this, the vice president at a corporate says, 

“Dealmaking is going to focus on consumer goods, 

especially in the food sector, largely because of Canada’s 

reputation for the quality produce and consumer goods.” 

The implementation of the Trans-Pacific Partnership (TPP), 

on top of this, will help to increase the mobility of Canadian 

produce. Canada’s former fisheries minister Gail Shea,

What sectors do you think will see the most Canadian M&A activity in the following areas in 2016?

13
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Pharma/Medical/Biotech

for example, recently said: “In markets like Japan, Malaysia 

and Vietnam, Canadian seafood exports face high tariffs that 

put our fishers at a severe disadvantage. The TPP presents 

a once-in-a-lifetime opportunity to knock down those trade 

barriers and open up a vast, 11-nation market of over 800 

million consumers.”

While a segment of outbound M&A will also focus on 

energy and mining deals, most dealmaking will center on 

acquisitions of financial services targets, respondents say. 

This will give Canadian buyers access to new streams of 

capital and markets, says the owner and CFO of a corporate.

   Domestic M&A Activity

   Inbound M&A Activity

   Outbound M&A Activity

Top sectors

Energy

Mining

Financial Services

Consumer

TMT

Real Estate

50%

34%

16%

20%

12%10%

14% 14%

10%

48%

28%

12%

14%

18%

18%

32%
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Sights on the middle market
Deals valued under US$250m and those in the US$251m-

US$500m range will make up the bulk of overall activity in 

Canada, with respondents saying these mid-market ranges 

will account for 69% of outbound, 80% of domestic, and 

65% of inbound activity. Inbound deals may involve higher 

deal value ranges, as corporates with strong balance sheets 

and private equity firms with strong financial firepower 

continue to enter the market.

For some, smaller deals have always been a dominating 

factor in the Canadian M&A landscape. “For every one big 

deal over US$50m, we see 50 deals under that,” says an 

M&A partner at a law firm. However, the current struggles 

plaguing smaller firms could make them even more receptive 

to takeovers. “The smaller companies don’t have the balance 

sheets necessary to make it through the other side,” says 

one vice president of investor relations at a corporate.

54% 19%

42% 23% 8%

8%

4%

4%

23%

15%

Domestic M&A Activity

Inbound M&A Activity

Outbound M&A Activity

   <US$250m

   US$251m-US$500m

   US$501m-US$1,000m

   US$1,001m-US$5,000m

   >US$5,000m

  Other

51% 29% 12% 4%

2%

2%

“The smaller companies don’t have the 
balance sheets necessary to make it through 
the other side.”
Vice president of investor relations at a corporate

15

In which deal range do you expect to see the most M&A activity in the following areas in 2016?
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Financing the deal

   Domestic M&A Activity

   Inbound M&A Activity

   Outbound M&A Activity

For most acquisitions in the year ahead, cash and bank loans 

will be the likely source of financing for M&A in Canada. 

The managing director of a law firm says, “The interest 

rate environment is very competitive right now and there is 

money in the banks. If it’s a good-quality deal then the banks 

are on board. It’s cheaper financing.” Equity raisings will 

likewise make up a sizeable portion of financing options. 

Additionally, many companies are building up cash piles 

which they will be looking to spend. “I would say cash 

would continue to be an important factor because there 

are a lot of companies sitting on quite a bit of cash and 

they are looking for investments for the cash they have,” 

says one CEO of a corporate.

0 90

27%33%

29%

22% 27%

6%

6%

6%

6%

30%26%

30%

8%

12%

16%

8% 4% 4%

Which type of financing will be most accessible to fund Canadian acquisitions in the following areas in 2016?

Cash

Bank loans

Equity raisings

Asset sales

High-yield bonds

Other
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Asset sales (55%), equity raisings (41%), and bank loans 

(41%) are expected to see the largest increases in use in 

the year ahead, followed by cash (33%). A smaller 24% 

expect the use of high-yield bonds to increase. 

The rising prominence of asset sales is down to banks 

becoming more risk-averse, according to one law firm 

partner. On top of this, the aforementioned valuation gap is 

hindering the use of cash. “I think there may be more asset 

sales. Banks and other lenders are going to force certain 

industry players to sell assets. And the equity market is just 

so bad right now that people don’t want to raise money at 

this level,” he says. 

0 100

What will happen to financing in Canada in the following areas in 2016?

   Significantly increase

   Somewhat increase

  Remain the same

   Somewhat decrease

   Significantly decrease

31%10%

22% 17%52%

43%12%

6% 4%31% 56%

2%

2%

2%

2%

2%

2%

16%35% 43%6%

43%

23%34%

7%

Cash

Bank loans

Equity raisings

Asset sales

High-yield bonds

Other



Inbound interest
Given Canada's proximity and cultural similarities to 

its southern neighbor, companies from North America 

(specifically the United States) will show the most interest 

in Canadian targets. This belief follows M&A trends which 

show US acquirers accounting for 66% of deals and 46% 

of deal dollars since 2012 (and 64% of deals and 66% of 

values in YTD 2015), according to Mergermarket data.

As well as proximity and cultural alignment, the strong US 

dollar was seen as another driving factor of US interest. 

“North America will show the most interest due to the weak 

Canadian dollar, the strong US dollar and the opportunity in 

the market,” says one founder at a corporate.

Noticeable interest will also come from Asia-Pacific, where 

Chinese acquirers may play a large role in the M&A scene. 

Simply put, “That’s where the money is,” says one corporate 

CFO. Indeed, in June 2015, Royal Bank of Canada’s Paul 

Ferley, assistant chief economist, said that “Over the past 

five years, Chinese FDI flows into Canada have increased by 

over US$10bn.”

18

Which region do you expect to show the most interest in Canadian targets?

North America Middle EastAsia-Pacific Latin AmericaEurope

61% 6%21% 2%10%

THE 61% WHO BELIEVE NORTH AMERICAN 
BUYERS WILL SHOW THE MOST INTEREST 
IN CANADIAN TARGETS IS 21 PERCENTAGE 
POINTS UP FROM 2015’S SURVEY. 

2016

40%

61%

2015
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Outbound trends
For reasons similar to inbound interest (proximity and 

business environment), outbound M&A will be mostly 

directed toward the United States. This represents a 34 

percentage point increase from 2015’s survey. “It is much 

easier historically. I think on both sides it is easiest to have 

accessibility to potential targets. Geographically we are close; 

culturally we are close so that’s what happens. And we have 

similar business environments,” says one CEO at a corporate.

The US will also be the focus of Canadian outbound M&A 

because their closeness implies it will be cheaper to invest 

there — a particularly acute point at a time when many 

Canadian firms are struggling. “I would say North America 

because I just don’t think that Canadian companies are in a 

position to go internationally at this point in time,” says the 

CFO of a corporate.

Latin America could also see a sizeable amount of deal 

activity, as Canadian companies and private equity firms 

search those markets for growth opportunities in targets 

with more reasonable valuations than companies in the US. 

This was seen with Canada’s pension funds already in 2015. 

In April, for example, Caisse de Depot et Placement du 

Quebec took a 49% stake in four toll projects of Empresas 

ICA Sociedad Contraladora in Mexico.

64% 6%17% 4%9%

North America AfricaLatin America EuropeAsia-Pacific

In which region will Canadian companies be most interested when searching for 
acquisition targets?
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Domestic M&A Activity

Inbound M&A Activity

Outbound M&A Activity

CHAPTER 3:  
PRIVATE EQUITY

Investment expectations
Private equity activity will show the largest increases through 

inbound and domestic transactions. Seventy-seven percent 

of respondents expect inbound PE activity to increase in 

2016, while 51% expect similar for domestic. Outbound PE 

firms are also expected to increase dealmaking, but by fewer 

respondents (41%).

Respondents believe that, once again, currency plays will 

determine the flow of private equity cash. 

As well as factors pertaining to the weak Canadian dollar, 

respondents feel that inbound activity could be spurred 

by PE firms looking to get assets on the cheap. “I’d say 

the inbound stuff that you are going to see is that some 

private equity guys will hopefully seize small opportunities 

and try to pick up some bargains,” says a vice president at 

a corporate. Among Canadian dealmakers, private equity 

firms are also anticipated to be the most acquisitive in 

the year ahead, according to 56% of respondents.

6%

6%

35%

17%

35%

60%

15%

21%

9%

   Significantly increase

   Somewhat increase

   Remain the same

   Somewhat decrease

   Significantly decrease

43% 43%8%

2%

What do you expect to happen to the level of private equity in Canada for the following areas in 2016?

“I’d say the inbound stuff that you are going 
to see is that some private equity guys will 
hopefully seize small opportunities and try 
to pick up some bargains.”
Vice president at a corporate
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The money Canadian PE firms have at their disposal will 

signal their need to invest, according to one partner at a 

law firm. “I think [Canadian private equity firms] are well 

financed. They have a lot of cash to put to work, and they 

understand the market and the assets and they are the 

ones who are waiting to transact.” Indeed, according to 

Mergermarket data, Canadian private equity firms spent 

US$16.2bn on M&A in the first three quarters of 2015, 

compared with just US$7.9bn in the same period in 2014.

Much of this was down to the activity of the private equity 

arms of Canada’s huge pension funds. The Canada Pension 

Plan Investment Board, for example, has been a part of four 

of the 15 biggest PE deals globally so far this year. These 

included a US$6.4bn takeover as part of a consortium 

for South Korea’s Homeplus, a similar consortium bid for 

a 32.98% stake in Hutchison 3G UK, for US$4.7bn, and 

a US$4.6bn takeover of Informatica. The other deal, in 

November, saw CPPIB partner with CVC Capital Partners 

to purchase pet supplies retailer Petco for US$4.6bn.

56% 19% 19% 6%

Private equity 
firms

Canadian 
companies

Institutional 
investors

Other

“[Canadian private equity firms] are well financed. 
They have a lot of cash to put to work, and they 
understand the market and the assets and they 

are the ones who are waiting to transact.”
Partner at a law firm 

Which types of Canadian companies will increase their dealmaking the most 
in 2016?
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The past year has proved transformative for Canadian M&A, as well as the country’s 
economy in general. Despite this uncertainty, our respondents made clear that deal 
activity is expected to pick up in 2016.

This M&A revival will be brought on by several factors. 

One, lower commodity prices will force smaller energy 

companies to join up and consolidate in order to survive, 

or accept investment from sponsors. Secondly, the 

weaker Canadian dollar will provide foreign investors with 

fresh reason to invest and get more for their money — 

particularly as emerging markets continue to go through 

turbulence. And finally, the growing strength of the US 

dollar and the US economy will entice companies from 

across the border to invest in their northern neighbor.

With what has been discussed in this report in mind, 

dealmakers operating in Canada should take under 

advisement the following three tenets in terms of what 

to expect, and how to handle it.

Commodity prices stabilizing. There should be a rebound in 

Energy and Mining deals which is core to the Canadian M&A 

market. If these were to recover towards long term average 

activity levels, the heightened M&A volumes in 2015 would be 

surpassed even further.

More private money. Following on from last year, private 

equity will continue to flourish in Canada as energy 

companies struggle and assets become cheaper. On top 

of this, Canadian institutional investors, such as pension 

funds, will look to deposit their vast cash reserves into safe 

investments. This can include — and has included — M&A 

as well as infrastructure projects in Canada, Latin America 

and Europe.

Bouncing back. After coming out of a poor first half 

of the year, a recent poll by Reuters found that rising 

Canadian exports — fueled by the cheap Canadian dollar 

— will likely lead the country to a recovery. On top of this, 

business initiatives such as the upcoming Transatlantic 

Pacific Partnership will give Canadian firms freer access to 

burgeoning emerging markets in Asia, and vice-versa. After 

a year of M&A being dominated by the will to survive, these 

two positive factors could mean that Canadian companies in 

2016 will gain suitors not for their distressed nature, but for 

their huge potential.

CONCLUSION: 
PAVING THE WAY FOR M&A

Contacts
GRANT KERNAGHAN
MANAGING DIRECTOR

Canadian Investment Banking 

+1 416 947 5868 
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Suncor’s protracted and bitter battle to acquire Canadian Oil Sands has dominated the country’s M&A headlines over the 

last few months. In isolation, this may simply be a contest over a unique and prized energy asset. However, looking at 

the bigger picture, it could hint at hostile takeovers once again becoming a major factor in the Canadian M&A landscape.

Hostile activity has risen dramatically in the last two years. As a percentage of global dealmaking, unsolicited takeovers 

made up over 10% of M&A deals in both 2014 and YTD 2015 — for the first time since 2007. Hostile deals in Canada 

made up only a small part of this total, with just five unsolicited deals in 2015 worth US$6bn — par for the course over 

the last three years. However, a number of factors are converging that suggest a new wave of hostile takeovers may be 

on the horizon.

A PERFECT STORM

Historically, increased hostile activity levels have followed 

periods of equity market dislocation. When assessing an 

approach in a downward market, boards of targets often 

focus on where their share price has been versus where it 

is currently trading.

Shareholders, however, do not always share this perspective 

and many, when faced with even a hostile offer at a large 

premium, may be willing to abandon their view of long-term 

value in exchange for a quick win. Portfolio managers are not 

immune to the effect of quarterly marks-to-market and on-

going performance benchmarking. 

It is this gap between boards and their shareholders that 

gives hostile acquirers their opening. Notwithstanding 

the long-term fundamentals of the target business, many 

shareholders are willing to abandon this in the face of a 

significant premium above a share price that has recently 

been trading downward.

Therefore, the recent volatility in the equity market when 

coupled with the continuing benign credit markets – ensuring 

that acquirers have access to capital to pursue transactions 

– and the shareholder-friendly environment in Canada may 

indicate that a rash of hostile and unsolicited offers could 

come to the fore in 2016.

CRUDE AWAKENING

Nowhere is this more likely than in the natural resource 

sector. After a tumultuous 2015, a consensus over the 

future of oil prices is starting to form. Forecasters who 

were expecting a quick rebound in oil prices as recently as 

six months ago have accepted their predictions as being 

overly-optimistic. Now, market commentators are in broad 

agreement that oil prices will remain lower for longer than 

initially expected. This narrowing of opinions will give bidders 

in the sector increased comfort that there is a defendable 

economic rationale to their strategic moves, providing a 

fertile ground for hostile takeovers more broadly.

Defending from the front
Recent volatility in the equity market could lead Canada to become fertile ground for hostile M&A 
and, as a result, companies need to be proactive in ensuring that they are adequately prepared. 

GRANT KERNAGHAN 

MANAGING DIRECTOR 

Canadian Investment Banking
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With these factors at play, companies must ensure they 

are adequately prepared to respond to an unsolicited offer. 

Here are three key things the boards of Canadian companies 

should keep in mind in case of a hostile approach:

Prepare for the worst. It is critical that a board knows, 

in advance, what it will do in the minutes, hours and days 

following a hostile approach. This includes seemingly small 

things, such as who calls whom, who is responsible for 

distributing materials and to whom, and most importantly, 

what one will say and not say publicly. This level of 

preparation can be painstaking, but it is vital. One misstep 

in these frantic moments after receipt of an approach 

can set the tone for the rest of the process. It is far too 

easy to end up on the defensive after saying too much 

(or too little). In the battle for hearts and minds during 

a hostile takeover, this is never a good place to be.

Know thy self. Part of good governance is being aware of 

your vulnerabilities as well as your strengths. You should be 

forthright in understanding your weaknesses versus your 

peers’. Knowing your strengths helps you to present a case 

to shareholders as to why the takeover should be rebuffed. 

However, you also need to be able to respond quickly to 

attacks from the bidder’s side on where you are weakest. 

A hostile bidder will always present data that paints 

the target in the worst possible light. It is the target’s 

responsibility, therefore, to have an action plan for when 

this happens. You need to know which areas they are likely 

to point to, and what you are going to respond with. This 

should include pointing to your strengths, explaining and 

contextualizing your weaknesses, and vocalizing how you 

plan to improve in the future.

Talk isn’t cheap. For Canadian companies in all circumstances, 

it is critical to have on-going engagement with your 

shareholders. It often surprises me how many companies 

limit their shareholder interactions to meetings around 

quarterly earnings calls. Firms need to be more proactive 

in their communications and understand that hearing what 

your shareholders have to say about you is critical. Not giving 

shareholders an opportunity to have their views listened to 

creates an easy audience for would-be hostile acquirers.

The same thing is true in the case of activist shareholders. 

Activists don’t get power from the stakes they buy in 

companies — they flourish because they are often speaking 

for a larger constituency of shareholders who are unhappy 

at company performance. A lot of this is borne out of 

frustration that the board is not engaging with them.

Having a proactive shareholder communication strategy is 

vital to stemming this. It is far better for you to give them the 

outlet to voice concerns, as opposed to opening the door for 

an activist. 

Whether Canada is likely to see a continued rise in hostile 

takeovers in 2016 remains unclear, however; speculation 

abounds that it might. Canadian companies must prepare and 

remain vocal and vigilant with their shareholders to combat 

hostile activity head on.
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About Us
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 
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In Canada, Citi is the country’s most global financial 
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ADDITIONAL INFORMATION MAY  
BE FOUND AT:

www.citigroup.com/canada

Twitter: @Citi 

YouTube: www.youtube.com/citi 

Blog: http://blog.citigroup.com 
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About Mergermarket

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. 

Remark, the events and publications arm of The Mergermarket 
Group, offers a range of publishing, research and events 
services that enable clients to enhance their own profile, and to 
develop new business opportunities with their target audience. 

To find out more, please visit:  
www.mergermarketgroup.com/events-publications

For more information, please contact: 
Katy Cara 
Sales Director, Remark 
t: (646) 412-5368
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Disclaimer
This publication contains general information and is not intended to be comprehensive nor to provide financial, 
investment, legal, tax or other professional advice or services. This publication is not a substitute for such professional 
advice or services, and it should not be acted on or relied upon or used as a basis for any investment or other decision 
or action that may affect you or your business. Before taking any such decision, you should consult a suitability 
qualified professional adviser. Whilst reasonable effort has been made to ensure the accuracy of the information 
contained in this publication, this cannot be guaranteed and neither Mergermarket nor any of its subsidiaries or any 
affiliate thereof or other related entity shall have any liability to any person or entity which relies on the information 
contained in this publication, including incidental or consequential damages arising from errors or omissions. Any such 
reliance is solely at the user’s risk.
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