
 
U.S. Private Equity M&A Activity in 2022  
According to PitchBook Data, total private equity M&A volume decreased in 2022 

by only 2.5% to 8,897 deals but the value of private equity activity declined by 

19.5% to $1.0 trillion.   

                                U.S. Private Equity Activity - Annual ($Bns)* 

 

The slowdown however is much more pronounced when looking at quarterly 

activity as deal flowed slowed dramatically during 2022.   

 

Activity in Q4 2022 dropped by 23.4% in terms of deal count and by 41.8% in terms 

of value on a year over year basis as compared to Q4 2021.  

*Source: PitchBook Data 4nd Quarter 2022 Private Equity Report.  
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Calabasas Capital is a boutique investment banking firm focused on serving 

lower middle-market privately held companies, including many family-held 

businesses, and their owners. We specialize in sell-side and buy-side mergers, 

sales and acquisitions and we raise private equity and debt capital. 
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The higher relative drop in value is a function of both lower valuation multiples and 

lower average deal size.   According to GF Data, Private Equity valuations retreated 

in Q4 to an average multiple of 6.8x according to GF Data’s recently released Q4 

M&A report on $10-250mm PE sponsored transactions down from 7.6x in Q4 2021. 

Deal count also remained soft—off nearly 60% from the fourth quarter of 2021.  

Add-On Activity Further Demonstrates Resiliency of LMM 

 
*Source: PitchBook Data 4th Quarter 2022 Private Equity Report.  

 

According to PitchBook Data, the percentage of private equity deals representing 

add-on acquisitions by existing portfolio companies as compared to acquisitions of  

platform companies accelerated to a record 80% in 4Q 2022.  While the primary 

cause is likely the continued benefit of multiple arbitrage, this also demonstrates 

the relative strength of the lower middle market as compared to the core and 

upper middle market segments where companies are much more impacted by 

higher interest rates, tightening credit markets and other macroeconomic factors. 

At the same time, the median value of PE add-on acquisitions fell back to $51MM 

in 2022 after spiking to $75MM in 2021.   
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Credit Markets Tighter With Rates Increasing 

Buyers who rely aggressively on leverage (like many if not most PE buyers) have 
been hit with a double whammy of tighter credit markets and higher rates.   

• Lenders are more discerning with cyclical industries and seek lower loan-to-

value levels, 

• Lenders reprice existing financings for add-on acquisitions and other 

consent requests, 

• Junior debt is back in favor as first lien lenders retrench on leverage levels, 

• To attract lenders, borrowers are having to offer high spreads; in 

combination with rising interest rates, debt service obligations are growing 

meaningfully, resulting in a compression in leverage multiples, and 

• Although aggregate borrower financial performance is slowing, relatively 

low default rates to date have sustained the private credit markets, 

demonstrating the strength and stability of the asset class. 

The following chart demonstrates the impact of the rapid increase in rates and 

tightening of credit along with the related drop in valuations.  Observations: 

• The cost of financing has increased from 7.5% to 11.5%. 

• A buyer can only raise $40 million of acquisition financing vs. $60 million in 

order to maintain an adequate Fixed Charge Coverage Ratio of at least 1.2x. 

• A $10 million EBITDA company which was valued at 8.6x just nine months 

ago may now be worth 6.7x. 

$ in millions     Previous   Current 

Target EBITDA   $10.0   $10.0  

Leverage Multiple   6.00x  4.00x 

Total Debt       $60.0    $40.0  

Debt % of Total Cap   70%  60% 

Implied Enterprise Value  $85.7   $66.7  

Valuation Multiple     8.6x   6.7x 

12 Month SOFR   1.5%  5.5% 

Margin    6.0%  6.0% 

Interest Rate     7.5%   11.5% 

EBITDA    $10.0   $10.0  

Less:  Management Fees  ($0.3)  ($0.3) 

Less:  Taxes   ($2.0)  ($2.0) 

Less: CapEx    ($1.5)  ($1.5) 

Cash Available for Debt Service   $6.2    $6.2  

Cash Interest Expense   $4.5   $4.6  

Amortization   $0.6   $0.4  

Total Debt Service   $5.1   $5.0  

Fixed Charge Coverage Ratio   1.22x   1.24x 
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Calabasas Capital 

Contact Us 

Our comprehensive services include: 

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

▪ Private Equity & Debt Capital Raising 

▪ Acquisition Financing 

▪ Financial Restructuring 

Our industries of expertise include: 

• Industrial Manufacturing & Distribution 

• Consumer Products & Services 

• Software & Ecommerce 

• Business Services 

• Aerospace & Defense 

• Food & Restaurants 

 

 

Team 

▪ David Bonrouhi, Managing Director, David@CalabasasCapital.com 

▪ Andrew Williamson, Managing Director, Andrew@CalabasasCapital.com 

▪ Brandt Blanken, Managing Director & Principal, Blanken@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. 
 ________________________  
 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 Sender’s 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. 
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