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About this report
This report is the result of a survey of more than 1,000 executives
to gauge their expectations for M&A activity in 2018 and to better
understand their experience with prior transactions.
All survey participants work in either private or public companies
greater. The participants consist of senior executives (director-level
or higher) involved in M&A activity. One-third of corporate
respondents work in the C-Suite, while half of private equity
respondents are involved in fund management.
For more detailed information about this report see:
About this survey (page 19)

The state of the deal

Executive summary
foresee an acceleration of merger and
acquisition (M&A) activity in 2018—both
in the number of deals and the size of
those transactions.
year and their expectations for the next 12 months. The results point

deals brokered in 2017.

and valuations. While those concerns are all diminishing according
legislation as a potential obstacle ahead. That concern could abate if
in the coming months.
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Tools and
technology
are making an
impact

Almost two-thirds of respondents (63 percent)
are going beyond the spreadsheet and using new
M&A technology tools to assist with reporting and
integration. Respondents say the tools help reduce

In it for the
technology

Technology acquisition is the new No. 1 driver of
M&A pursuits, ahead of expanding customer bases in
existing markets, or adding to products or services.
Talent acquisition continues to trend upward as a
motivation for M&A strategies. In a new question
in this year’s survey, 12 percent of respondents cite
digital strategy as the driving force behind M&A deals
for the coming year; combined, acquiring technology
or a digital strategy accounted for about a third of all
deals being pursued.

more deals work.

Corporate executives and private equity investors

are more
they will engage in bigger deals in the coming year.

Deals are
working better

Only a handful of corporate respondents (12 percent)
say that a majority of their M&A deals are not
generating the expected return on investment. This
is down from just under 40 percent in spring 2016.
An even slimmer number of private equity survey
respondents (6 percent) say that a majority of their
what respondents reported a year ago and continues
the downward trend from a high of 54 percent back in
spring 2016.
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Full speed
ahead for
divestitures

Divestitures should persist as a major focus in 2018.
Seventy percent of survey respondents plan to shed

Driven by
convergence

Industry and sector convergence continue to be
major themes, with a strong bias toward vertical
integration. Top industries that respondents predicted
to experience convergence are life sciences and health

strategy shifts.

The state of the deal

The survey is full of additional revealing insights. Corporations

compared to a year ago.

behind these reports remains to provide you with insight into the
M&A ecosystem so that your next transaction can be as successful
as possible.

Deloitte & Touche LLP

Deals are working better
For transactions your company has completed within the past 2 years, what percentage
has not generated their expected value or return on investment?
0% or none

6%
0%
51%

1%–25%

66%
19%
16%

26% - 50%
51%–75%

6%
4%

76%–100%

6%
2%

Don’t know/not sure

10%
12%

Corporate executives (n=766)

Private equity (n=250)
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Deal characteristics
Volume

Type

Survey respondents remain generally optimistic that the number
of M&A deals will increase over the next 12 months. Sixty-eight
percent of corporate respondents and 76 percent of private equity
respondents anticipate an uptick in the number of transactions. This
percent of corporate respondents and 86 percent of private equity
respondents projected an increase in the number of deals.
Roughly a quarter (26 percent) of corporate respondents and 20
same as the prior year. Both the expectation of higher deal volumes
and larger deals is in sharp contrast to the trends seen over the past
few months of 2017.
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Size
63%

34%

respondents anticipate the average enterprise size of transactions in

Exceed
Stay
the last
the
12 months same

percent of respondents expect that deal size will hold steady.

Respondents from larger organizations—both on the corporate
side and the private equity side—anticipate doing more deals in the
percent) of corporations with revenue in excess of $1 billion intend to

compared with 12 percent among their smaller counterparts.
Corporate respondents acknowledge they were more selective in
striking deals in the trailing 12 months. The number of companies

29%

35%

Volume

12%

22%

deals of more than $1 billion.

>$1B

<$1B

and focused on deals at the more modest end of the spectrum. The
number of domestic transactions rose 19 percent from the start of

Thomson Reuters.1

Corporate
Private equity
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Strategic sale
Sale to another private equity

Technology acquisition
Digital strategy

19%
16%

26%

53%

Type

Deal type
Corporate respondents report diverse motivations for pursuing
deals. The most cited reasons were looking to acquire technology

Corporate
Private equity

Divestitures
2018
70%

Divestitures are on track to remain in vogue in 2018. Some 70 percent
of both corporate and private equity respondents say they plan to sell

2016
48%

as their top reason to divest businesses. Corporations with revenue

smaller companies.
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Strategic drivers
20%

19%

12%

9%

markets

Acquiring technology assets now ranks number one as
a strategic driver of M&A deals. Twenty percent cite the
acquisition of technology assets as the principal reason behind
deals, up from 6 percent in the spring of 2016.
Expanding customer bases in existing markets, and adding to
strategic imperatives.
Two other notable drivers that corporate respondents cite as a
rationale behind dealmaking are:
1. Digital strategy, a new response option for what is driving deals,
ranked number four in importance, with 12 percent citing it as
the most important driver.
2. Talent acquisition has more than doubled in importance from
the spring of 2016, growing from 4 to 9 percent.
What’s less important? There continues to be less emphasis on
obtaining bargain-priced assets, with only 6 percent of respondents
citing this as the most important driver. Entry into new geographic
markets remained the same at 11 percent.
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Deal success

and the emergence of new diagnostic tools

Decrease in
those who say a
majority of
their deals have
not generated
expected value
or return on
investment
54%

40%

2016

12%

percent last spring.

6%

A similar proportion (11 percent) of respondents say they are
not sure their deals are meeting or exceeding expectations.

2017

Corporate
Private equity

8

all respondents say that up to a quarter of all deals fall short of
meeting or exceeding expectations.
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yield transaction success.

Non-spreadsheet M&A
technology
tools are part
of the deal

tools as part of their deal processes. The respondents cite a raft of

complete them.
37%

63%

Use M&A
technology
tools

Those who have not used M&A technology tools yet would like to
spreadsheets want to tap into these new M&A tools to integrate
their acquisitions faster and more smoothly and to reduce costs

Do not
use M&A
technology
tools

capturing synergies have persisted as top concerns upon striking a
added aligning cultures as key areas of concern.

integrations yield transaction success.
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Headwinds
and obstacles
Global

Deal

uncertainty, capital market volatility, deal valuations, and interest
rates ranked sequentially as the leading obstacles to M&A activity
by corporate and private equity respondents combined.
All four of these categories were cited by fewer respondents in
our current survey, demonstrating diminishing worries about
these topics.
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Global

20%

• Global economic uncertainty still tops the list of potential deal

report. This perhaps demonstrates the increased resiliency

Capital market

17%

• Capital market volatility was cited by 17 percent of respondents

relative economic calm.2

%

•
year ago. Expectations around deal multiples have remained
respondents believe price multiples will rise for both private and
public deals in the year ahead.
•

%

percent from 17 percent. That decline might be tied to the fact that
today’s rates—despite a series of hikes by the Federal Reserve this
year—are still quite low from a historical perspective.

highlights apprehensions about the potential for delays in key
11 percent of private equity respondents cite the delays as a concern.
4
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Industry convergence

such as those between construction and energy companies and those
between energy concerns and manufacturers. Respondents also
anticipate more deals among retailers and technology companies.

and health care also rank high.

and compliance. Another factor is margin pressure as a result of
reduced fees on professional services. The situation is similar with

Among the highest expectations for sector convergence are
some that continue an ongoing move toward consolidation
within their industries. These include health care plans and
health care providers and technology companies merging with
telecommunications providers.
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Energy and
construction

Construction and
manufacturing

Retail and
technology

Health care
providers and plans

Telecommunications
and technology
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Looking abroad

from a year ago.
What’s driving this? Enthusiasm appears consistent with regard to

24%

29%

32%

Increased
investment
in Central
America and
Australia

More than 90 percent of respondents say they’ll continue to engage
in deal activity across borders. But dealmakers indicate they will be

for private equity respondents and corporates combined. Private

19%

and Australia (29 percent) as their next two targets. Interest in Central

2017
2016

2017
2016

Central
America

Australia

private equity respondents selected the region as a foreign target.

percent of corporate respondents and a mere 10 percent of private

year’s survey.

Private equity
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declined marginally and there were sharp declines in those targeting
companies in Italy and Spain.
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you most likely to pursue?
United Kingdom

2

31%

5

Canada

1

39%

1

39%

26%
Europe

(excluding UK, Germany,
France, Italy, Spain)

3
4

China

22%

5

28%

20%

4

20%

Mexico

32%

2

Central America
29%

3

Austrialia
Corporate executives (n=766)

Private equity (n=250)

half (49 percent) are pursuing more than 40 percent of their deals
of smaller corporate respondents whose targets operate principally
in foreign markets. There is a similar spread among private equity
investments are involved in foreign deals for more than 40 percent
abroad for the same proportion of deals.
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Deal spending

as the most likely use of their cash reserves. That’s no longer the

intention. This is consistent with responses from last year. The
number of respondents saying they plan to earmark the cash to
percent of respondents citing that as a primary intended use—
(14 percent) expect to use their cash to buy back stock.

interest rates are only modestly above their historical lows.
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Conclusion
Companies are sending strong
signals that they intend to aim
for bigger M&A targets in 2018;
sizable majorities of corporate
respondents and private equity
investors anticipate brisker
activity over the next 12
months. If the legislative
environment yields substantive
changes, that could also lead to
additional deal activity.
This could help get the M&A
terms of deal volume and
aggregate deal size.
Corporations did maintain their
appetite for deals in 2017, as
the overall volume of
transactions increased, though
the aggregate value of deals
was smaller.
Looking ahead, it appears that
corporate respondents are
of potential targets as
abroad for deals. In another
indication of mixed signals,

cash reserves are up for
the second year in a row
for two-thirds of corporate
respondents. Corporations
say that the primary intended
use of their cash reserves is
for M&A deals.
Acquiring technology assets
now ranks number one as a
strategic driver of M&A deals,
and is also a major factor for
industry convergence activity.
The dealmaking process will
innovations in diagnostic tools
continue to develop. The
introduction of new technology
for M&A transactions has
moved deals out of the
spreadsheet age both for
companies that have adopted
the tools and those that are
considering using them. These
developments comprise just
some of the many indicators
that M&A transactions have
evolved in meaningful ways.
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Meet the team
Deloitte & Touche LLP
rthomson@deloitte.com

Deloitte Consulting LLP
sdettmar@deloitte.com

Deloitte Services LP
mgaray@deloitte.com

Follow us on Twitter @DeloitteMnA
Access the full report:
Subscribe to receive M&A thought leadership:
www.deloitte.com/us/masubscribe
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About the survey
M&A activity in the upcoming 12 months as well as their experience
with recent transactions.
All survey participants work either in private or public companies or

are involved in M&A activity.

industrial and consumer products account for about half the total

the middle.
The private equity respondents come from a variety of funds. Almost
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Endnotes
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other professional advice or services. This document is not a substitute for such
professional advice or services, nor should it be used as a basis for any decision

advisor. In addition, this document contains the results of a survey conducted by
Deloitte. The information obtained during the survey was taken “as is” and was
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