
 
Market Overview 

 Strong M&A activity has persisted in the building products space supported by the 

undergoing boom in residential/non-residential construction, as well as the 

remodeling/repair market.  

 The favorable M&A environment has been driven by a robust economy recovery, low 

interest rates, easy access to debt capital, strong capital markets and an increasing 

amount of cash sitting on corporate balance sheets.  

 Transaction activity peaked in 2007 with 436 closed transactions but tumbled to 236 in 

2009.   As the economy improved after the recession, so did transaction activity.  

About Us 

Calabasas Capital is a boutique investment banking firm focused on serving lower middle-

market privately-held companies. We specialize in representing and advising businesses on sell-

side and buy-side mergers and acquisitions and we raise private equity and debt capital. 
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 44 middle market transactions were completed in building products and materials in 

the first half of 2015, which is about on par with 2014.  

 The publicly traded companies are trading at a multiple of 11.9x Median TEV/2015 

EBITDA (as of 7/15/15) , an increase of approximately 100% over the past 9 years. 

 Financial sponsors as well as strategic buyers are actively pursuing M&A transactions 

as the former are attracted to the strong industry growth dynamics while the latter seek 

acquisitions to complement organic growth.   

 

Drivers of Consolidation 

The building products industry is highly fragmented with a relatively low concentration of 

market share. Its highly fragmented feature provides significant room for industry 

consolidation. Backed by strong growth dynamics, a trend towards consolidation is 

currently underway and M&A activity has been strong. Key drivers of consolidation 

include: 

 

Market fragmentation  

Building Products market is highly fragmented with a relatively low concentration of 

market share. Certain industries are more fragmented than others as a result of low 
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barriers of entry and availability of alternative manufacturing technologies and expertise. 

In these industries, easy access to affluent substitutes and alternatives creates 

opportunities for mid -sized and small players as industry leaders usually focus on high 

demand markets. Smaller players, as a result, can then have room to serve niche markets as 

well as lower demand markets, which are not captured by big players. Examples include 

cabinetry, hardware and flooring & carpets industries. On the other hand, certain 

industries are more consolidated as they rely heavily on one or several key materials/ 

alternatives. Industry leaders usually dominate these spaces as they occupy the major 

portion of the market. Countertop, insulation and architectural paint are such industries. 

The fragmented and diversified industry features drive M&A activity, especially in the 

spaces that are relatively fragmented. 

 

Strong growth dynamics  

According to Moss Adams Capital, building products companies are expecting EBITDA 

growth in 2016 of 32%.  The growth in the building products sector is fueled by:  

 A broad and sustained recovery in new construction 

¶ Key industry fundamentals including for example, housing starts and building 

permits, generally remain positive and have been moving in the right direction 

 Sector-Driven Non-Residential Construction 

¶ Non-Residential Construction remains well below historical peak levels and has 

huge potential for growth  

¶ Growth  in Non-Residential Construction is fueled by increased spending in 

sectors such as recreation and office 

¶ Construction increased from March to April by 3.0%, and April to May by 1.1% 

 Accelerating Remodels and Repairs Activity 

¶ Rising home prices, as well as increased levels of home sales, point to positive 

gains in remodeling activity 

¶ Repair and remodeling spending reached over $155 billion in 2014 and 

continues to experience significant growth 



 Increasing Private Residential Fixed Investment with significant potential for 

growth 

 Intensified consumer demand for expanded options  

 Established foundation of demand backed up by new construction and existing 

building stock, as well as 

 Heightened environmental impact awareness 

 

Financial Sponsors 

Financial sponsors have been attracted by the strong growth prospects and have 

aggressively been deploying capital into the industry. They are looking to capitalize on the 

cyclical rebound in construction sectors and trying to catch the tail of the current “boom” 

phase. Many financial sponsors with portfolio companies in building products have realized 

earnings growth over the past several years and a wave of deal activity is taking place. 

Since 2011, there have been over 250 financial sponsor investments in or exits of U.S. and 

Canada based building products companies.  

 

Strategic Buyers 

The fragmented nature of the industry and strong growth dynamics position the industry 

well for continued consolidation. The building products market has experienced significant 

consolidation over the past few years. Since 2011, there have been over 750 strategic 

acquisitions globally in the building products space. Strategic buyers are seeking 

acquisitions in order to:  

 Solidify their market positions through acquisitions of competitors, value-added 

brands and niche companies 

 Build a strong brand name and develop a specific technological edge by  purchasing 

niche companies 

 Expand geographic footprints and leverage established distribution networks 

 Utilize economies of scale to improve margins, as well as fuel growth, and 

 Consolidate customer bases and create additional barriers to entry  
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 David Bonrouhi, Managing Director, david@calabasascapital.com 

 Brandt Blanken, Managing Director & Principal, blanken@calabasascapital.com 

 Leslie Lum, Vice President, leslie@calabasascapital.com 

For more information, please visit our website at www.calabasascapital.com. 

____________________________________________________________________________________ 

Calabasas Capital 

26610 Agoura Road, Suite 120 

Calabasas, CA 91302 

Securities offered through Fallbrook Capital Securities Corp. Member FINRA - SIPC  

This should not be considered in any way an offer to buy or sell a security. This is for informational purposes only. Buying or selling a 

security involves substantial risk. Investment may be worth more or less than the original investment. An investment in securities 

products involves a high degree of risk and there can be no assurance that the investment objectives will be attained. 

 

Our comprehensive services include: 

 Sell-Side and Buy-Side Mergers & Acquisitions Advisory 

 Private Equity & Debt Capital Raising 

 Acquisition Financing 

 Financial Restructuring 

 Sales of non-core assets/divisions of larger public and private companies 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Calabasas Capital 

Contact Us 



 _______________________  

 This message is for the named person only.  It contains confidential, proprietary or legally privileged information.  No confidentiality or 

privilege is waived or lost by any mis-transmission. If you receive this message in error, immediately delete it and all electronic copies, 

destroy any hard copies of it and notify the sender.  You must not, directly or indirectly, use, disclose, distribute, print, or copy any part 

of this message without Senders authorization.  This communication is not an intention by the sender or the sender's client or principal 

to conduct a transaction or make any agreement by electronic means.  Nothing contained in this message or in any attachment shall 

satisfy the requirements for a writing, and nothing contained herein shall constitute a contract or electronic signature under the 

Electronic Signatures in Global and National Commerce Act, any version of the Uniform Electronic Transactions Act or any other statute. 

 
 


