
Canadian M&A in a period of global upheaval
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their predictions for Canadian dealmaking in 2017. All responses are 
anonymous and the results are presented in aggregate.
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The waves of political and economic turbulence that broke across the world during 
2016 were unprecedented. The year began with a series of sharp corrections on 
global markets, continued with the UK’s referendum vote to leave the European 
Union, and concluded with a polarizing election campaign in the U.S. – and a victory 
for Donald Trump that shocked most commentators. Meanwhile, the price of oil 
remained below US$60 a barrel while China’s economy decelerated further; central 
banks around the world continued to offer support through ultra-low interest rates 
and programs of quantitative easing; and the business community braced for 
further macro-economic shifts.

Against this backdrop, dealmakers around the world felt 

obliged to temper their expectations for mergers and 

acquisitions (M&A) activity following a record-breaking year 

in 2015. But despite the uncertain climate, 2016 proved to 

be among the strongest years on record for Canadian M&A, 

driven by continuing strong outbound investment activity.

Several different factors proved to be influential drivers 

of M&A in Canada. First, the country’s corporate acquirers 

were able to capitalize on their stable finances and strong 

balance sheets. At the same time, Canadian pension funds 

continued to hunt for opportunities to acquire international 

infrastructure, as well as other, assets. Also, low interest rates 

and a supportive lending environment encouraged private 

equity players to scour the market for value.

Heading into 2017, what are the forces that will shape 

Canadian M&A activity over the year ahead? To begin 

to answer that question, Citi Canada, in association with 

Mergermarket, surveyed corporate executives, private 

equity leaders, and financial and legal advisers from around 

the country, seeking their insights into the key trends for 

dealmakers. Our respondents expect 2017 to be another 

robust year for Canadian M&A, driven by the healthy  

cash positions on company balance sheets, the imperative 

to deliver growth in an otherwise moribund economic 

environment, favorable government policies and an 

increasing appetite for cross-border transactions.

Moreover, respondents are expecting to see M&A activity 

across the economy. While they expect continued deals  

in the traditionally active sectors such as energy and 

industrials, they also predict that sectors such as the 

financial services, healthcare and technology segments  

will become increasingly popular hunting grounds for buyers. 

Nevertheless, anxieties inevitably persist about the 

geopolitical environment, particularly given the unexpected 

election result in the U.S. Trump’s presidency has the 

potential to transform North American trade relations, given 

his campaign pledge to reconsider the U.S.’s approach to free 

trade, as well as global stability and security more broadly. 

Regulatory issues, including antitrust oversight, are also on 

the radars of many dealmakers.

Foreword
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CHAPTER X:  
TITLE

• Plan for political uncertainty – it is too early to assess the impact of a Trump 

presidency, but his early pronouncements on trade will be an important driver 

of sentiment in Canadian M&A.

• Prepare for stiff competition – after an extended period of strong M&A 

performance, competition for the best assets is greater than ever, with  

a range of buyers fighting for often fully priced assets.

• Look for new opportunities to exploit – Canada offers more than just a natural 

resources play, with exciting opportunities in technology and consumer-facing 

sectors; Canadian buyers, moreover, are increasingly waking up to the diversity 

of cross-border opportunities.

• Consider financing strategy – while many companies are sitting on cash-rich 

balance sheets, low interest rates mean that debt finance remains attractive.

• Watch the commodity markets – volatility in the energy sector, particularly  

for oil prices, will have a crucial impact on Canadian M&A conditions.

Five key takeaways for those 
pursuing Canadian M&A in 2017:
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Title
The contours of Canadian dealmaking have changed 

significantly over the past five years, with outbound M&A 

accounting for an increasingly large share of total activity.  

To some extent, this reflects the fall in the oil price – down 

from US$100 a barrel in 2011-14 – and other commodities, 

which have diminished overseas buyers’ appetite to invest  

in Canada’s natural resources sector. However, this decline 

has been more than offset by increased outbound deal 

values, which have risen markedly over the same period,  

as we see in Chart 1. Domestic deal activity has also been 

strong and fairly consistent over this time.

In both 2015 and 2016, two sectors consistently accounted 

for very significant shares of M&A activity. Energy, mining 

and utilities topped the tables for domestic and inbound  

M&A activity in 2015, before being pushed down into second 

place in 2016 by the industrials and chemicals sector.  

Both sectors have also been major outbound investors, 

accounting for two of the top three outbound slots in the 

2016 rankings.

Other types of business have played their part – the consumer, 

healthcare and technology industries all enjoyed strong 

M&A data overview

C1: Canadian M&A value + volume, 2012-2016
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showings during 2016. Nonetheless, these two mainstays  

of Canadian M&A accounted for the four largest deals of  

the year, including Enbridge’s US$43bn acquisition of Spectra 

Energy in September and Fortis’s US$11.3bn purchase of ITC 

Holdings in February.

Private equity buyers have been increasingly important 

participants in Canadian M&A; while the number of deals 

completed has held relatively steady over the past five years, 

the total value of dealmaking has increased markedly. Outbound 

dealmaking has picked up in particular – mirroring the larger 

trend in Canadian M&A – as firms such as the Canada Pension 

Plan Investment Board and Onex have become active buyers  

of a diverse range of assets. Notable deals in 2016 included 

Onex’s US$3.5bn acquisition of Thomson Reuters’ specialist 

Intellectual Property and Science Division, and the US$2.7bn 

purchase of London City Airport by a consortium led by 

Canadian pension funds.

C2: Canadian private equity M&A value + volume, 2012-2016
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• Two-thirds of respondents (66%) believe Canadian M&A 

activity will increase in 2017, with 14% looking forward  

to significant growth and 52% predicting a moderate 

rise. Not one respondent predicts a fall in M&A during 

2017. This is a slight decline from 2016’s report, where 

some 70% anticipated an increase in deal activity. 

However, it remains above 2015’s 46%.

• The biggest challenges to M&A in the year ahead include 

political uncertainty, especially following the election  

of Donald Trump to the U.S. presidency; almost half  

of the respondents (48%) feared a Trump election win 

would have a significantly negative impact. This signals 

a dramatic shift from 2016, when respondents felt the 

greatest challenge was the valuation gap between 

buyers and sellers. 

• Respondents see the Asia-Pacific region as offering  

the greatest potential for cross-border deal activity in 

the year ahead: 72% think it will be one of the two main 

regional sources of inbound M&A while 62% expect  

Asia-Pacific to be one of the top two target regions  

for Canadian buyers.

• Significant numbers of respondents predict the  

energy and industrial sectors will continue to dominate 

Canadian M&A in 2017, but many also cite the growing 

importance of other industries, including healthcare, 

technology and financial services.

• More than half of respondents (58%) think the lower 

price of oil is having a positive impact on Canadian M&A, 

as major oil and gas players consolidate, and vulnerable 

companies come under pressure to sell up.

• More than half of respondents (60%) expect corporate 

buyers to register the biggest increases in dealmaking 

during 2017, compared to only 10% who cite institutional 

investors. Respondents to the 2016 report believed 

private equity buyers would see the most activity. 

Key findings from the survey include:



8

CHAPTER 1:  
THE BIG PICTURE

Canadian dealmakers are optimistic as they survey the 

outlook for 2017, despite potential headwinds such as the 

mixed economic environment in Canada and the potential 

for political upheaval given the election of Donald Trump 

to the U.S. presidency. Overall, two-thirds (66%) of survey 

respondents expect total Canadian M&A volumes to increase 

during 2017, including 14% who are expecting a significant 

increase. Moreover, despite record-breaking deal volumes  

in the years just gone, not a single respondent is predicting  

a decline in M&A activity this year.

“There has been steady growth in the Canadian market  

and this will help attract investors,” says a partner in 

a leading PE firm. “Overall, M&A activity will increase 

alongside investment in the country.” Another PE 

executive adds: “Canadian companies are consolidating  

their businesses and investing abroad in regions where 

growth is high.”

These predictions reflect expectations of an increase in 

outbound M&A, where 86% of respondents see overall 

volumes increasing during 2017. Almost as many (84%) 

forecast a rise in domestic dealmaking. Respondents were 

slightly more cautious about the prospects for inbound 

M&A, which has slowed in recent years. This is the only area 

of the market where respondents – albeit just 2% of them 

– suggested there could be a decline during 2017; fewer 

respondents also predicted a significant increase.

Very few respondents expect Canadian M&A to be 

dominated by the largest deals over the next 12 months – 

defined as transactions worth more than US$5bn – though 

one respondent, a partner in a PE firm, does say, “Given  

the fall in the value of the Canadian dollar, we do expect  

more megadeals.”

Nor are most respondents expecting M&A activity to  

be focused at the smallest end of the market. Instead,  

they predict deals will largely be concentrated in the 

US$250m to U.S. $1bn range, though a significant number 

of respondents also forecast an increase in outbound 

transactions worth more than US$1bn.

Outlook and market climate

14% 52% 34%

Significantly  
increase

Somewhat  
increase

Remain  
the same

Q1: What do you expect to happen to the overall volume of Canadian M&A activity over the next 12 months?



9

Q3: Which deal range do you expect to see the most M&A activity by total deal value in the following areas in 2017?

Q2: What do you expect to happen to the volume of Canadian M&A activity in  
the following areas over the next 12 months?

Less than US$250m

US$251m-US$500m

US$501m-US$1,000m

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

Greater than US$5,000m

   Domestic

   Inbound

   Outbound

32%

42%

20% 10%

4%

42%

48% 38%

42% 16%

   Somewhat decrease

   Remain the same

   Somewhat increase

   Significantly increase

4%

2%

14% 60% 26%

30% 62% 6%

Domestic

Inbound

Outbound

16% 56% 28%

0%

0%

2%
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Dealmakers’ optimism about the year ahead is driven by  

a broad range of factors. The current large cash holdings on 

many corporates’ balance sheets is set to be one significant 

driver, according to more than half (56%) of respondents.  

As at the end of 2015, Toronto Stock Exchange-listed 

companies collectively held US$40bn in cash reserves, 

representing a significant war chest. “Corporates will 

invest in companies to use up the excess capital they have 

generated, create new opportunities, and improve their 

business and operations, in order to generate better returns 

in the future,” forecasts a senior vice president for strategy 

at a major energy firm.

The second big driver underpinning M&A, cited by 38% 

of respondents, is the quest for growth. In an economic 

environment in which global economic growth has slowed 

– and the outlook continues to look fraught – this isn’t 

surprising. For ambitious companies, M&A may represent the 

only alternative when it comes to expansion. Moreover, even 

those businesses that lack the cash to fund purchases should 

be able to access finance on supportive terms – indeed, 

almost a third (30%) of survey respondents cite this as 

another potentially significant factor in rising M&A.

Deal drivers

Q4: What do you think will be the greatest drivers of Canadian M&A in 2017? (Select top two)

56% 30%38% 28% 16%32%

Accumulated 
cash stockpiles 
on corporate 

balance sheets

Easy access to 
financing

Companies seeking 
inorganic growth

Relatively low value 
of Canadian dollar

Volatile commodity 
prices

Private equity 
demand

56% OF RESPONDENTS SAY THAT 
CORPORATES' LARGE CASH HOLDINGS ARE A 
SIGNIFICANT DRIVER OF 2017 DEAL OPTIMISM 

56%



The PE appetite for acquisitions in both domestic markets 

and overseas is also expected to drive dealmaking, say 32% 

of respondents. “Private equity companies have been very 

active over the past few years and have generated very 

strong returns,” says the managing director of an investment 

bank. “They will be on the lookout [for further opportunities] 

to invest their capital.”

The strength of Canadian businesses’ balance sheets is 

reflected in the chart for Question 5, which shows 80% 

of respondents see cash as the most accessible option 

for funding M&A. The chart also suggests there is little 

appetite amongst buyers for taking on debt, despite the 

unprecedented low interest rate environment, with 52% 

of respondents citing asset sales as the financing option 

of choice for many buyers. By contrast, just over a quarter 

(28%) predict bank loans will play a major role, while even 

fewer (24%) see private debt as likely to be important.

Q5: Which types of financing will be most accessible to fund Canadian acquisitions in 2017? (Select top two)

Cash

Bank loans

Equity raisings

Asset sales

Private debt

High-yield bonds

11

80%

28%

8%

24%

52%

8%
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Moving into 2017, the stand-out concern amongst respondents 

is the potential impact of the U.S. presidential election. Almost 

half (46%) warned this might present a challenge to prospects 

for M&A this year.

While this research was conducted prior to the election, it 

provided a very clear message about the outcome Canadian 

dealmakers most feared: a Trump presidency, they warned, 

could be bad news. Nine in 10 (90%) respondents said that 

a victory for Hillary Clinton in the election would have a 

significant or somewhat positive impact on Canadian M&A;  

by contrast, almost half (48%) thought a Trump victory would 

have a significant or somewhat negative impact (Question 7).

Given the outcome of the election, this sentiment provides  

an important pause for thought. “A Republican win will not  

be good for business and will reduce the amount of deals,  

as we expect them to increase costs and tariffs,” says a 

partner at one law firm.

This warning reflects Trump’s repeated campaign insistence 

that the trade deals already agreed – or currently under 

negotiation – have damaged the U.S. economy. The Republican 

candidate even promised to look anew at the North American 

Uncertainties loom

Q6: What do you perceive as the greatest challenges to Canadian M&A in 2017? (Select top two)

14%24% 6%22%

Uncertainty over 
Brexit impact

Contending with 
antitrust laws

Relatively low value 
of Canadian dollar

30%46% 26%32%

Competition for 
quality targets

Uncertainty over  
U.S. government 
policies following 
the 2016 election

Regulatory and 
compliance risk

Valuation gap between 
buyer and seller

Volatile commodity 
prices



Free Trade Agreement. What he might be able to do in 

practice, however, is unclear.

Politics aside, there are other potential headwinds standing 

in the way of increased M&A activity in 2017. Above all, after 

several buoyant years, valuations appear stretched and 

competition for the best deals is fierce. Almost a third of 

respondents (32%) think the prices now being demanded  

by sellers, compared to what buyers are prepared to pay,  

are a major challenge. Almost as many (30%) warn of 

heightened competition. “There has been an influx of buyers, 

including PE companies, and this has added to the competitive 

pressure,” says one partner in a PE firm.

As for Canada’s own government, dealmakers feel more 

confident about the impact of its policies on M&A activity.  

In particular, the commitment of Prime Minister Justin 

Trudeau to increase investment in the country’s infrastructure 

– including the launch of a Canadian infrastructure bank with  

a mandate to invest C$35bn over the coming decade – has  

the potential to boost M&A transactions.

More than half of the respondents (52%) see Trudeau’s 

prioritization of infrastructure as likely to have a significant 

positive impact on M&A, while a further 46% expect the 

impact to be somewhat positive. “With better infrastructure, 

penetrating the market will be simpler for companies, 

 which will help them expand,” says the director of M&A at  

a manufacturing company with more than US$25bn in annual 

sales. “The number of mergers and acquisitions will increase 

as companies are able to create cost and operational synergies 

and grab a larger part of the market.”

Significant negative impact

Somewhat negative impact

No material difference

Somewhat positive impact

Significant positive impact

14%

34%

44%

8%

0%

Q7: What impact would a Republican winner of the  
U.S. presidential vote have on Canadian M&A?

Q8: What impact will the new Liberal government’s 
planned infrastructure spending have on Canadian M&A?

52% 46% 2%

Significant 
positive impact

Somewhat 
positive impact

No material 
difference

13



Structural appeal 
Canadian companies and investors focus attention on the infrastructure sector

It is no exaggeration to say that infrastructure has 

become the key theme of Canadian M&A. In the energy 

industry, midstream oil & gas players are adapting to lower 

commodity prices by consolidating. More broadly, investors 

are seeking alternative assets to diversify their holdings 

and obtain higher yields than those offered by traditional 

long equity funds. Canadian government investment of more 

than US$100bn in infrastructure over the coming decade, 

as well as the possibility that government spending could 

increase in the U.S., are seen as encouraging signs for the 

sector overall.

When it comes to M&A in particular, data from the last year 

demonstrate just how dominant this theme has become.  

In 2016, nine of the top 20 largest Canadian deals were  

for infrastructure-related assets, from Enbridge’s US$43bn 

megadeal for U.S. midstream gas provider Spectra Energy  

to the US$2.7bn deal for London City Airport by a consortium 

of investors that included the Ontario Teachers’ Pension Plan. 

Those nine deals alone accounted for more than 40% of all 

Canadian deal value in 2016.

Over the year ahead, there is good reason to expect 

infrastructure assets to remain popular targets for 

acquisition, both in Canada and, especially, in emerging 

regions abroad. The maturation of public-private 

partnerships to fund infrastructure, combined with the 

growing need for investment funds to put their dollars  

to work, make the asset class primed for further activity.

Energy activity levels 

As we enter the first quarter of 2017, the picture for the  

oil & gas industry has finally begun to improve. The price  

of oil has climbed above US$50 a barrel and approached  

an 18-month high, following OPEC’s agreement in November 

to cut production levels and U.S. President Donald Trump’s 

vocal support for the industry.

But companies in the sector know they need to tread lightly. 

In 2016, oil & gas companies made an average of just 0.5% 

return on capital, compared to 14.3% in 2011 and 22.7% in 

2006, according to Bloomberg1. This means that deal activity 

– both consolidation and the shedding of underperforming 

assets – is likely to persist, including in the midstream space.

Following the blockbuster deals by Enbridge and 

TransCanada last year, the likelihood of more megadeals 

is low. However, mid-sized transactions are continuing at  

a steady clip. In December, Inter Pipeline paid US$400m  

to gain 100% control of the Cold Lake Pipeline System  

from Canadian Natural Resources, which in turn has  

indicated that it will seek opportunistic acquisitions, 

according to Mergermarket.

The alternative energy market is gaining momentum as well. 

With governments in Alberta and Ontario putting programs 

in place designed to encourage development of the sector, 

the potential is growing for M&A and financing activity.  

Wind and solar in particular will draw increasing attention.

1 https://www.bloomberg.com/gadfly/articles/2017-01-05/big-oil-is-having-a-brief-moment-in-the-sun

GRANT KERNAGHAN
MANAGING DIRECTOR

Canadian Investment Banking 

KASEY FUKADA
MANAGING DIRECTOR

Canadian Investment Banking 
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Looking abroad 

For Canadian investment funds, infrastructure assets in 

foreign markets have become some of their most frequent 

targets. Specifically, the emerging economies of Latin America 

continue to draw the attention of Canada’s pension funds  

and asset managers as they seek to put their more than 

US$1tn dollars to work. Two of the largest outbound deals  

of 2016, for instance, were a US$5.2bn purchase of a 90% 

stake in Brazil’s Nova Transportadora do Sudeste and the 

US$4.6bn acquisition of a 57.61% stake in Colombia’s Isagen, 

each by separate arms of Brookfield Asset Management.

Emerging regions are likely to continue drawing the most 

attention for infrastructure deals for one key reason: the 

public-private partnership (P3) model is more evolved in 

markets such as Latin America, where governments have 

historically had less access to other sources of funding. 

In many cases, the potential for higher yields is greater in 

developing markets as well. Recently, Asia has been gaining 

traction as a source of infrastructure targets, with Brookfield 

Infrastructure Partners buying the tower assets of India’s 

Reliance Communications for US$1.6bn in December 2016.

At the same time, more investment possibilities may crop up at 

home in Canada as the government looks to revamp domestic 

infrastructure. Last year, the Canadian government initiated a 

review of privatization options for 18 government-owned ports, 

and major Canadian airports could go on the block as well. The 

timeline for any privatization likely remains far off, however.

State support 

With government playing an outsized role in the infrastructure 

market, the support for structural upgrades by both the 

Canadian and U.S. administrations could affect M&A in 

more ways than one. As the potential for new investment 

opportunities increases, the status of engineering and 

construction companies rises, creating the possibility for 

deals within the industry.

Investors have already signaled that builders are set for 

boom times. In the month following the U.S. presidential 

election, the stock prices of a number of U.S.-based 

engineering and construction companies rallied sharply.  

The impact on Canadian firms has been less pronounced, 

but it is possible that they will look to expand their presence 

in that market in order to take advantage of this significant 

expected U.S. government investment.

Looking ahead 

Infrastructure has come onto the radars of investors 

worldwide, and competition for assets with the steady  

yields they offer looks only set to increase. Canadian 

acquirers have positioned themselves at the forefront  

of the trend and appear prepared to continue expanding 

their reach both at home and abroad. Look for the 

infrastructure theme to play a key role in Canadian  

M&A as the year in dealmaking progresses.
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CHAPTER 2:  
SECTOR AND REGIONAL SPOTLIGHT

As in recent years, the energy sector, as well as industrial 

and chemicals, are likely to be crucial focal points for M&A 

activity during 2017. As the chart for Question 9 shows, more 

respondents selected energy as the most likely sector to see 

deals over the year ahead. As for industrial and chemicals, 

this is expected to be among the top three sectors for deals.

In the energy sector, a period of depressed prices has created 

opportunities for buyers, according to the CFO of one 

financial services firm, who also focuses on the challenges 

likely to drive deals in industrial and chemicals. “There will 

be an increase in the number of deals domestically for the 

industrial and chemicals sector as companies consolidate 

their businesses to reduce costs of operations and products,” 

argues the CFO. “The energy sector will also see an increase, 

as companies have been highly undervalued because of the 

current problems facing the sector.”

However, beyond these traditional stand-out sectors for 

Canadian M&A, new themes are beginning to emerge. 

For example, almost half of the respondents (46%) cited 

healthcare as an area where Canadian buyers might be active 

overseas – although industry leaders such as Concordia 

Healthcare and Valeant Pharmaceuticals struggled mightily 

in 2016. Fears about debt levels, in particular, have begun 

to surface. In addition, with the U.S. Affordable Care Act 

under threat from Donald Trump and a Republican-controlled 

Congress, the industry is entering a period of potential 

turmoil in North America, despite steady growth in demand 

due to demographic and economic trends.

Then there is the financial services sector, predicted by  

more than a third (38%) of respondents as a likely hotbed  

of dealmaking. Consolidation in the industry has been 

continuing at a swift pace in recent times, with leading Canadian 

companies such as TD Ameritrade, which recently agreed to pay 

US$4bn for Scottrade Financial Services, striving to build scale.

In technology, media and telecommunications, Canadian 

businesses are expected to be targets for overseas buyers by 

more than four in 10 respondents (42%). Canada’s increasingly 

successful technology sector, targeted by successive 

governments for support, is now attracting global attention, 

with Chinese investors blazing the trail. In October, Vancouver-

based venture capital firm Quark Venture announced the 

establishment of a $656m biotech fund with the participation 

of China’s GF Securities. While an increasing number of Chinese 

venture and private equity firm representatives attending 

the annual Cantech Investor Conference (Canada’s largest 

technology investor conference) illustrates this growing interest.

Positive energy

“There will be an increase in  
the number of deals domestically 
for the industrials and chemicals 
sector as companies consolidate 
their businesses to reduce costs 
of operations and products.”
CFO, Financial services firm

46% OF RESPONDENTS EXPECT CANADIAN 
BUYERS TO BE ACTIVE IN HEALTHCARE 

46%
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Q9: Which sectors do you think will see the most Canadian M&A activity in the following areas in 
2017? (Select top two for each)

44%

24%

18%

46%

4%

10%

20%
36%

Energy

Industrials 
and Chemicals

Technology, Media, 
and Telecom

Consumer

Healthcare

Financial 
Services

Mining

Defense

Real Estate

Utilities

Transportation

42%

10%

6%

8%

16%

14%

12%

8%

4%

4%

26%

0%

0%

0%
0%

0%

0%

38%

12%

2%

2%

2%

   Outbound

   Inbound

  Domestic

52%
80%

60%
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China and the rest of the Asia-Pacific region are set to play 

a major role in Canadian M&A during 2017. Nearly three-

quarters (72%) of survey respondents see the region as one 

of the top two sources of inbound deals over the year ahead, 

while almost two-thirds (62%) expect it to be one of the 

two most important focuses for Canadian companies buying 

overseas. “There are many opportunities in the Asia-Pacific 

region,” says the CFO of one Canadian telecommunications 

company. “Companies in the region have been growing at  

a very good rate and the cost of investing is quite low.”

That interest is reflected in political circles, with Prime 

Minister Trudeau keen to agree on a trade deal with China 

and to strengthen economic links with the region. Canada 

announced in the summer of 2016 that it would seek to 

join the Asian Infrastructure Investment Bank, while local 

companies have pursued deals across the region, in both 

developing and developed economies. For example, Canada 

Pension Plan Investment Board and the British Columbia 

Investment Management Corporation are part of a group 

that bought Australian port and rail operator Asciano for 

US$9.3bn. Asian buyers of Canadian companies, meanwhile, 

include Geo-Jade Petroleum of China, which is paying 

US$440m to buy assets from Bankers Petroleum.

Around the world

Q10: Which regions do you expect to show the most interest in Canadian targets over  
the next 12 months? (Select top two)

Europe AfricaUnited States Asia-PacificLatin America

44% 6%62% 72%16%

“There are many opportunities  
in the Asia-Pacific region.” 
CFO, Canadian telecommunications company
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Beyond Asia, Canadian cross-border M&A is most likely to 

involve partners in the U.S. – the biggest deal of the first half 

of 2016 saw TransCanada Corp bid US$13bn for Houston-

based Columbia Pipeline Group. That deal was soon eclipsed 

however, by Canada’s Enbridge Inc. bidding US$43bn for 

Spectra Energy Corp, which would create the largest North 

American energy infrastructure company. Europe also 

remains an important region.

However, Africa is also of interest to Canadian dealmakers 

– nearly a third (30%) of respondents expect the continent 

to be a major focus for outbound M&A during 2017. The 

continent’s natural resources are one focus – PotashCorp 

and Agrium signed a deal in 2016 with the Moroccan 

business OCP to mine phosphate in Western Sahara – but 

other industries are attracting interest too. Fairfax Financial 

bought the South African and Botswanan interests of Zurich 

Insurance during 2016, for example. Such deals are likely  

to proliferate as Western businesses take more interest  

in Africa’s growing middle-class populations.

38% 30%50% 62% 4%16%

Europe AfricaUnited States Asia-Pacific Middle EastLatin America

Q11: Which regions will Canadian companies be most interested in searching for acquisition 
targets? (Select top two)



One issue for Canadian dealmakers to consider is the 

continuing slowdown of the second-largest economy  

in the world, as it is hit by both slowing global growth 

and issues such as mounting debt and the need to move 

towards consumerization. The International Monetary  

Fund expects the Chinese economy to grow by just 6.2%  

in 2017, down on both 2016 and 2015.

That’s likely to have a material impact on Canadian M&A, 

warn respondents, with more than half (56%) expecting 

a somewhat or significant negative impact. “The Chinese 

financial system could be coming under more pressure due 

to weaker economic growth,” says a managing director at 

an investment bank. “The downside performance in China 

would have a significant negative impact on economic 

growth and financial conditions in Canada, since it would 

reduce the demand for Canadian commodity exports.”

China slowdown?

Q12: What impact will China’s continued economic struggles have on Canadian 
M&A in the next 12 months?

18% 26% 44% 12%

Somewhat positive 
impact

No material 
difference

Somewhat negative 
impact

Significant negative 
impact

“The downside performance in 
China would have a significant 
negative impact on economic  
growth and financial conditions 
in Canada...”
Managing director, investment bank
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Cross-border M&A between Asia-Pacific countries and Canada, 2012-2016

Top 5 cross-border deals by value between Asia-Pacific countries and Canada in 2016
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 Canada-to-APAC value

Bidder(s) Target Sector Value Announcement 
date

Consortium led by Canada Pension 
Plan Investment Board (CPPIB) 
(Canada)

Asciano Limited 
(Australia) Transportation US$9.4bn March 15

Brookfield Infrastructure Partners 
(Canada)

Reliance Communications 
Limited (India) Telecommunications US$1.6bn December 21

Xiwang Foodstuff Co and Primavera 
Capital Group (China)

Kerr Investment Holding 
Corp (Canada) Consumer US$730m May 16

Geo-Jade Petroleum (China) Bankers Petroleum 
(Canada) Energy US$490m March 20

Caisse de Depot et Placement du 
Quebec (Canada)

Greenstone Limited (44% 
stake) (Australia) Financial Services US$371m July 6
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Given the significance of commodities to the Canadian 

economy – oil, gas, coal and gold in particular – the prevailing 

trends in the energy and mining sectors can be important 

factors in dealmaking. The recent trading environment has 

been one in which metals prices have trended generally 

upwards. By contrast, the oil price remained relatively flat 

across 2016, albeit with a modest recovery from the low 

points seen during the first quarter.

Our survey respondents see such conditions as broadly 

supportive for Canadian M&A, as the charts for questions 14 

and 15 show. However, this may be for quite different reasons. 

In the metals sector, rising prices should boost the finances 

of Canadian companies, increasing their ability to compete 

for overseas assets. Correspondingly, as these businesses 

stand to benefit from the price recovery, they may be more 

attractive targets for overseas buyers. Meanwhile, in the 

oil sector, the protracted period of low prices has left many 

companies on low valuations that may tempt speculative 

acquirers; moreover, the industry’s difficulties are forcing 

businesses to consolidate and rationalize.

Looking ahead, Canadian energy companies still face 

a broad range of challenges. More than half of the 

respondents to our survey (60%) highlight the high levels 

of debt maintained by many companies in these industries 

as the biggest challenge. Oil price volatility, muted global 

demand and increasing competition from the U.S. are set  

to be substantial headwinds too.

Hot commodities

22

Q13: How is the rebound in metals prices (for gold, silver, platinum and 
palladium) impacting Canadian M&A?

Significant 
positive impact

Somewhat 
negative impact

Somewhat positive 
impact

No material 
difference

18% 16%44% 22%

60% OF RESPONDENTS SAY HIGH LEVELS  
OF DEBT MAINTAINED BY ENERGY FIRMS  
IS THE INDUSTRY'S BIGGEST CHALLENGE.

60%
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Q15: What will be the biggest challenges facing Canadian energy companies in the coming year? (Select top two) 

Q14: How is the relatively low oil price impacting Canadian M&A?

Significant positive impact

Volatile oil prices

Impact of Fort McMurray fire

Muted global demand

OPEC losing its ability to act as a market balancer

High debt levels

Increased competition from the U.S.

Somewhat positive impact

No material difference

Somewhat negative impact

Significant negative impact

4%

38%

60%

10%

34%

26%

32%

54%

24%

16%

2%
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CHAPTER 3:  
PRIVATE EQUITY AND DEAL FINANCE

Who will be Canada’s dealmakers of 2017? As in 2016, the 

answer will vary by sector and type of deal, but overall, 

respondents believe that corporates are likely to see the 

most significant increases in transactions activity. More than 

half of the respondents (60%) suggest it is corporate entities 

that are most likely to up their dealmaking.

This seems a logical conclusion to reach from the predominant 

drivers for M&A identified in Chapter 1 – the large cash 

balances on many companies’ balance sheets and the need 

to find growth from non-organic sources given slowing global 

economic growth. “Canada’s corporates have huge piles of 

cash and easy access to finance,” points out the partner of  

a private equity firm.

By contrast, only one in 10 respondents forecast that 

institutional investors will increase their dealmaking the 

most. This may come as a surprise given the growing profile 

of investors such as the Canada Pension Plan Investment 

Board and the Ontario Teachers’ Pension Plan on the global 

M&A stage.

The contrast between corporate buyers and institutional 

investors is also reflected in the chart for Question 17, which 

reveals that more than three-quarters (84%) of respondents 

see strategic deals – the transactions pursued by corporates 

– as likely to see the biggest increase in popularity over the 

course of 2017. It’s worth noting, however, that more than 

one-in-five respondents (22%) predict a significant increase 

in the number of megadeals (defined as transactions worth 

more than US$10bn). 

As for the private equity sector, it too is set for a busy 

year. More than four in five respondents (82%) expect 

Canadian private equity firms to somewhat or significantly 

increase their outbound M&A activity during 2017, while 

Battle of the dealmakers

2424

Q16: Which type of Canadian company will increase its dealmaking most in 2017?

Canadian corporates

60%

Remains unclear

12%

Institutional 
investors (e.g., 
pension funds)

10%

Private equity firms

18%
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the corresponding figure for overseas private equity firms 

investing in Canada is 66%. More than three-quarters 

(78%) predict an increase in private equity-linked domestic 

M&A. “Overall, the level of private equity activity is set to 

increase, as domestic firms make divestments and outbound 

dealmaking rises,” says one partner of a leading firm.

18% 72% 10%

32% 62%

Domestic

Inbound

Outbound

   Somewhat decrease

  Remain the same

   Somewhat increase

   Significantly increase

18% 54% 24%

4%

4%

2%

Q18: What do you expect to happen to the level of private equity in Canada for the following areas in 2017?

Q17: Which types of deals do you expect will see the biggest increase in popularity in 2017? (Select top two)

22% 16% 38% 40% 84%

Mega deals (U.S. 
$10bn+ in value)

Bolt-on 
acquisitions

Joint ventures PE buyouts Strategic deals
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CONCLUSION

Although Canada has already experienced an extended period of increased M&A activity, 
including several record-breaking years for dealmaking, this research from Citi Canada  
and Mergermarket suggests 2017 is expected to see continued advances. Moreover, that 
activity will not be centered only on the sectors that have traditionally been the foundation  
of Canadian dealmaking – namely energy and mining – but across a broad range of industries, 
from healthcare to media and consumer to telecommunications.

Canadian companies, buoyed by strong balance sheets 

and eager to find new sources of growth, are increasingly 

keen to make cross-border acquisitions. Those deals will be 

conducted in potentially fast-moving markets in regions such 

as Asia and Africa, as well as in traditional hunting grounds 

such as Europe and the U.S.

Equally, foreign buyers will continue to see Canada as an 

attractive place to make acquisitions, targeting its natural 

resources sectors but also its consumer-facing industries, 

which policymakers have worked hard to support. Canada’s 

efforts to forge strong partnerships with countries such as 

China continue to bear fruit.

Nor is corporate M&A the only driver of dealmaking.  

Both institutional investors and private equity firms are 

active players in Canadian M&A. The former include large 

pension funds that have become important and competitive 

bidders in global M&A. Meanwhile, private equity firms 

continue to exploit opportunities in domestic, inbound and 

outbound dealmaking. 

None of which is to suggest the outlook is cloud-free.  

Most seriously, the election of Donald Trump to the U.S. 

presidency worries many respondents to our survey; they 

fear the more protectionist principles he championed during 

his campaign will damage the prospects for M&A in the 

months and years ahead. So, with its geographic proximity, 

and as a key member of the North America Free Trade 

Agreement, Canada feels especially vulnerable.

The slowing in the global economy, moreover, represents 

a challenge to Canadian M&A, with fears about commodity 

price volatility, the impact of Brexit on Europe and the rest  

of the world, and now the U.S. election result. At the same 

time, valuations and expectations have been elevated by  

the extended bull run of dealmaking in Canada.

Nevertheless, respondents remain bullish. Our first finding 

is the most striking of all: while two-thirds (66%) of 

respondents expect Canadian M&A activity to increase over 

the next 12 months, not a single one anticipates a decline.
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Contacts

GRANT KERNAGHAN
MANAGING DIRECTOR

Canadian Investment Banking 

+1 416 947 5500 

grant.kernaghan@citi.com

KASEY FUKADA
MANAGING DIRECTOR

Canadian Investment Banking 

+1 403 261 5117 
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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 

services, and wealth management. 

In Canada, Citi is the country’s most global financial 

institution with roots dating back to 1919. With an 

unmatched global reach, the company is uniquely 

positioned to enable the progress of its clients.

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

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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CHAPTER X:  
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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.

Part of The Mergermarket Group 

www.mergermarketgroup.com
330 Hudson St. FL 4 
New York, NY 10013 

t: +1 212.686.5606
f: +1 212.686.2664
sales.us@mergermarket.com

10 Queen Street Place 
London, EC4R 1BE 
United Kingdom

t: +44 (0)20 3741 1000
f: +44 (0)20 3741 1001
sales@mergermarket.com

Suite 2401-03 
Grand Millennium Plaza 
181 Queen’s Road, Central 
Hong Kong

t: +852 2158 9700
f: +852 2158 9701
sales.asia@mergermarket.com


