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LLC-Ultimate Fighting by Silver Lake plat-
form IMG Worldwide and Kohlberg Kravis 
Roberts  for a reported $4 billion; Apollo 
Global Management’s $3.1 billion buyout of 
Diamond Resorts International and Thoma 
Bravo’s $2.6 billion take-private of Qlik Tech-
nologies, the data analytics firm.

Apollo closed 13 deals in the quarter as 
the most active sponsor, followed by 10 each 
for Carlyle Group and KKR and eight from 
Advent International.

After a correction in public valuations 
among some names in the energy, technol-
ogy, materials and other sectors in 2016, 
sponsors swooped in for take-private deals 
with more  regularity than in  recent quar-
ters. Plenty of these fell into the realm of the 
middle market. Vector Capital took Sizmek 
private for $75 million in the third quarter, 
after shares of the ad-technology company 
continued to weaken this year.

And as in any quarter, middle-market 
buyouts with no financial terms disclosed 
comprised the majority of deal-making by a 
wide margin. Among them, Hammond Ken-
nedy Whitney closed its buyout of Gatekeep-
er Systems, the Irvine, California, specialist 
in shopping-cart containment, management 
and loss prevention.

HKW didn’t release terms of the deal, 
but the Indianapolis buyout firm typically 
invests in platform companies with $5 mil-

lion to $30 million of EBITDA, with stable 
cash flow and a low risk of technology 
obsolescence.

Purchase-price multiples weaken
In a sign that the environment is slightly 

less frothy than last year, purchase-price 
multiples fell to an average of 10.94x EBITDA 
in the third quarter, from 11.01x in the year-
ago period, according to LCD, an offering of 
S&P Global Market Intelligence.

Average leverage levels dipped to 5.13x 
EBITDA from 5.33x, LCD said.

The slight drop in prices and borrowing 
came as buyout pros voiced caution about 
a turn in the economy and bumpier credit 
markets that started becoming more volatile 
about a year ago.

Reflecting a more tentative environment, 
pending and closed deals fell 11 percent to 
487 at Sept. 30 from 549 in the year-ago 
period.

While M&A seems more sluggish than it 
was in the bumper-crop year of 2015, plenty 
of pockets of strength remain.

Mike Wilkins, managing director at 
investment bank Harris Williams, said he’s 
seen activity pick up since the summer, but 
some deal-makers may avoid running auc-
tions too close to the U.S. elections “in case 
there’s some noise,” he said.

Credit for middle-market deals, particu-

larly in recurring-revenue software com-
panies with $15 million to $50 million of 
EBITDA, remains plentiful, Wilkins said at 
PartnerConnect West 2016.

“We’re continuing to see lenders compete 
very, very aggressively,” Wilkins said. “For 
buyouts, deals in TMT remain pricey, but 
there are subsectors where valuations have 
pulled in somewhat.”

Deal pipeline
Looking ahead, Macquarie banker Davis 

said he’s expecting more fintech deals from 
providers serving the incumbents by mak-
ing them more nimble and efficient. A 
second category of deals comes from tech-
nology platforms competing directly with 
incumbent financial institutions.

“A lot of people are assessing whether 
and how they want to either raise capital 
or sell,” Davis said. “Part of the motivation 
is that valuations are strong. The business 
environment for fintech has been very sup-
portive over the last two years. That may 
continue. … The companies are drawing 
multiples based on a continued construc-
tive environment for financial technology.”

Davis said the deal pipeline for Macqua-
rie’s sponsor group may be 25 percent to 50 
percent stronger than a year ago in terms of 
the number of deals expected and the over-
all quality of the firms. The firm is working 

Top 10 U.S. sponsor deals closed in Q3 2016
Sponsor Aquiring 

entity (if 
add-on)

Target Value 
($Mil)

Industry Add-
on?

Secondary? Deal Type Target Advisor

Sequoia Capital, investor group including CITIC 
Guoan Information Industry Co Ltd, Shanghai 
Huasheng Lingfei Private Equity Fund Investment, 
Jiangsu Huatai Ruilian M&A Fund, New China 
Capital International Management Ltd, Taikang Life 
Insurance Co Ltd, Sunshine Life Insurance Co Ltd 

Qihoo 360 Technology Co Ltd 10,307.087 High Technology No No Take-private JP Morgan
CITIC Securities Co Ltd
Industrial & Comm 
Bank China

KKR & Co LP; Silver Lake IMG 
Worldwide

Zuffa LLC-Ultimate Fighting 
Championship Business

4,000.000 Media and 
Entertainment

Yes No Standalone 
buyout

JP Morgan

Apollo Global Management LLC Diamond Resorts International 
Inc

3,087.038 Media and 
Entertainment

No No Take-private Centerview Partners 
LLC

Thoma Bravo LLC Qlik Technologies Inc 2,573.352 High Technology No No Take-private Morgan Stanley

Stone Canyon Industries LLC BWAY Parent Co Inc 2,400.000 Materials No Yes Standalone 
buyout

Goldman Sachs & Co

Leonard Green & Partners LP ExamWorks Group Inc 1,998.741 Healthcare No No Take-private Goldman Sachs & Co
Evercore Partners

Vista Equity Partners LLC Marketo Inc 1,559.630 High Technology No No Take-private Morgan Stanley

Apollo Global Management LLC Outerwall Inc 1,453.965 Consumer Products 
and Services

No No Take-private Morgan Stanley

Siris Capital Group LLC Polycom Inc 1,219.324 Telecommunications No No Take-private Morgan Stanley

Thoma Bravo LLC Trader Corp 1,218.097 Media and 
Entertainment

No Yes Standalone 
buyout

Goldman Sachs & Co
JP Morgan
RBC Capital Markets

Source: Thomson Reuters, Buyouts; July 1 to September 30, 2016


