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National M&A activity continued to improve throughout 2010, 
increasing nearly 150% in total disclosed deal value from 3Q 2009 to 
3Q 2010. Additionally, the number of announced M&A transactions 
has risen substantially, increasing 64% from 3Q 2009 to 3Q 2010. 
Total deal value for TTM 3Q 2010 remains below the peak levels of 
2005 – 2007 but has experienced substantial improvement over the 
lows in 2008 – 2009. The number of transactions has also increased 
significantly, underlining the trend of smaller transactions for both 
strategic and financial buyers.

The third quarter of 2010 continued to show a significant rebound 
for all transaction values when compared to the same quarter in 
2009. Total deal value increased more than 200% for transactions 
greater than $1 billion in value, showing an increasing appetite 
for larger deals. The less than $100 million in value range 
experienced the smallest increase of all transactions value 
ranges, growing 7.3% and 55.7% in number of transactions and  
total deal value, respectively. 

M&A Market Commentary
As economic conditions deteriorated throughout 2008, distressed 
M&A transactions became a larger part of the overall M&A 
marketplace. From 4Q 2007 to 3Q 2009, distressed M&A activity 
rose at a CAGR greater than 90%. However, after peaking at 171 
transactions, distressed M&A began to decline, falling at a CAGR 
greater than 10% through 3Q 2010. This recent decline is likely 
due to easing credit markets and a rebounding economy, allowing 
more companies the possibility of avoiding bankruptcy.

U.S. equity markets have experienced high levels of volatility 
throughout 2010 after rallying through most of 2009. Through 
3Q 2010, all four of the major U.S. indices were up for the year 
with the Russell 2000 experiencing the greatest increase at 5.6%, 
and the S&P 500 posting a more modest 0.7% increase. Although 
equity markets were not very favorable in 2Q 2010, valuations 
improved during 3Q 2010. In 3Q 2010, the National Enterprise Value 
/ EBITDA multiple climbed for the third consecutive quarter to 
11.1x, increasing 34% from its 1Q 2009 low of 8.3x. 

Notes:   1 Source: Capital IQ.
            2 Includes transactions over $10MM.
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In recent quarters, both the total deal value and the number of 
U.S. leveraged buyouts have increased significantly, reaching a 
level last seen in 4Q 2007. Total deal value increased more than 
250% in 3Q 2010 as compared to 3Q 2009 while the number of 
announced transactions increased nearly 30% over the same 
period. When compared to 2Q 2010, LBO deal value showed 
more modest improvement, increasing 6.7% in disclosed deal 
value but falling more than 20% in the number of transactions. The 
recent surge in activity is encouraging; however, the mega deal 
activity seen in 2007 will likely not be achieved in the near future 
due to a lack of consumer confidence and a volatile market.
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The U.S. GDP growth rate and National M&A activity have 
experienced significant increases since bottoming in 1Q 2009. 
The GDP growth rate, historically an accurate predictor of M&A 
activity, is projected to post its fifth straight quarterly increase in 
3Q 2010 after experiencing four consecutive quarters of negative 
growth. National M&A activity is experiencing similar year-over-
year growth. After posting multiple quarterly year-over-year 
declines, National M&A activity started a rebound in 4Q 2009  
that continued into its fourth straight quarterly increase of  
64.3%  YOY growth. 
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U.S. Market Indices: YTD 2010 
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         DJ Industrial Average           S&P 500           NASDAQ Composite Index           Russell 2000

Notes:   1 Source: Capital IQ.
                     2 Includes transactions over $10MM.

U.S. Leveraged Buyout Activity 1, 2
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U.S. GDP Growth vs. M&A Activity 1, 2
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Average Size of Total M&A Transactions1
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National M&A Deal Activity 1								    
		  3Q 2009		  3Q 2010			  % Change 3Q 2009–3Q 2010		
	 Deal Size	 Volume	 Value ($MM)	 Volume	 Value ($MM)	 Volume	 Value
								      
	 Under – $100MM	 712	 $10,021 	 764	 $15,601 	 7.3%	 55.0%

	 $100MM – $250MM	 49	  7,541 	 104	  17,123 	 112.2%	 127.1%

	 $250MM – $500MM	 26	  9,161 	 49	  16,785 	 88.5%	 83.2%

	 $500MM – $1,000MM	 21	  14,111 	 38	  26,214 	 81.0%	 85.8%

	 $1,000MM  +	 16	  41,544 	 33	  126,760 	 106.3%	 205.1%

	    Total Disclosed	 824	 $82,378 	 988	 $202,483 	 19.9%	 145.8%

	    Total Undisclosed	 1,326		  1,790		  0.3%

	    Grand Total	 2,150		  2,778		  0.3%	 		  							

Notes:	 1 Source: Capital IQ, 10/28/2010.
	 2 Source: Fact Set, 10/28/2010.
	 3 Averages exclude multiples less than 0 and greater than 25.

M&A Market Statistics as of September 30, 2010

Consideration Offered for M&A Transactions 2
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More Fed Accommodation On The Way
•	 Recent data have continued to suggest positive but subpar economic growth in the near term	
•	 In its September 21 policy statement, the Federal Open Market Committee indicated that growth, while likely to remain positive, was too slow and that 	
	 inflation was too low	
•	 Recent comments by senior Fed officials suggest that the FOMC is likely to announce plans for further purchases of long-term Treasury securities at the 	
	 November 2-3 policy meeting

In its September policy statement, the FOMC indicated that “the pace of economic recovery is likely to be modest in the near term,” and “measures of underlying 
inflation are currently at levels somewhat below those the Committee judges most consistent, over the longer run, with its mandate to promote maximum 
employment and price stability.” The FOMC wrote that it was “prepared to provide additional accommodation if needed to support the economic recovery and 
to return inflation, over time, to levels consistent with its mandate.” At the time, Fed officials seemed unclear on whether the potential benefits of more “credit 
easing” would outweigh the potential costs. The Fed bought $1.25 trillion in mortgage-backed securities and agency debt and $300 billion in Treasuries during 
the financial crisis. Those efforts were very effective when the financial system and the economy were under severe duress, but might be less helpful now that 
the financial sector appears to be functioning in a “more normal” manner.

The Fed is still working out the mechanics and communication strategies of further accommodation. Unlike the first round, when the Fed announced large-scale 
purchases over many months, the Fed is expected to announce smaller purchases over shorter periods. Another option is for the Fed to announce a target for 
the 10-year Treasury note yield. The advantage of this strategy would be that the market would do most of the Fed’s heavy lifting, moving toward the target even 
before the Fed begins its purchases. The Fed could announce an inflation target or make a longer-term commitment to keep short-term rates at very low levels.

Unlike most other central banks, the Federal Reserve does not have an explicit inflation target. However, over the years, Fed officials have suggested an implicit 
comfort range of 1% to 2%. The path of inflation is seen as driven largely by two factors, a measure of the output gap (such as the difference between actual and 
potential GDP or the unemployment rate) and inflation expectations. Excess capacity (an economy operating well below its potential) puts downward pressure 
on inflation. If actual inflation trends below inflation expectations for a long enough period, inflation expectations will decline – and that appears to have been 
the case for most of this year. A decline in short-term inflation expectations boosts real interest rates, dampening aggregate demand. Conversely, an increase in 
inflation expectations lowers short-term real interest rates, stimulating the economy. The near-term goal of the Fed is therefore to boost inflation expectations, 	
but not excessively.

Meanwhile, the economy appears likely to grow at a positive, but subpar, rate for the next few quarters, limited by a continuation of existing headwinds (lingering 
problems in residential and commercial real estate, tight credit, and strains in state and local government budgets). The Bush tax cuts are set to expire at the 
end of this year, and Congress will not act on taxes until after the November 2 elections. There is some chance that some or all of the Bush tax cuts could be 
extended, but the uncertainty is not helpful. Furthermore, the federal fiscal stimulus will ramp down next year, acting as a drag on overall economic growth. On 
the positive side, financial conditions are better than they were before the recession. Corporate profits have generally been strong, helping to fuel business 
spending on equipment and software.

Economic recoveries often involve “chicken or egg” questions. Job growth leads to more consumer spending, more consumer spending leads to more job gains, 
and so on. There doesn’t need to be a single driver to propel overall growth. Rather, improvement typically comes in fits and starts, uneven across sectors, but 
broadly over time. In a typical recession, consumers delay purchases of new cars and homes and businesses put off capital expenditures. Once the economy 
starts to improve, the pent-up demand slingshots the recovery. However, given the damage to the financial sector, the boost to overall economic growth should 
be relatively limited.

The developing mortgage foreclosure crisis is likely to add to the economic headwinds in the near term. Home construction and sales activity are already 	
low – so while the news isn’t helpful, the direct economic damage may be limited. However, we could see more significant financial sector difficulties 	
as the crisis unfolds.

There is no assurance that any of the trends mentioned will continue in the future.

 

There is no assurance that any of the trends mentioned will continue in the future.

Economiccorner
Scott J. Brown, Ph.D. October 14, 2010
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Sources of data include FactSet, Thompson Financial 	
and other news organizations. Information obtained from 
third-party sources is considered reliable, but we do 
not guarantee that the information herein is accurate or 
complete. This report was prepared within Raymond James 
& Associates’ Investment Banking Department and is for 
information purposes only. This report is not a product of 
Raymond James & Associates’ Research Department; 
recipients of this report should not interpret the information 
herein as sufficient grounds for an investment decision 
or any other decision. The report shall not constitute an 
offer to sell or the solicitation of an offer to buy any of the 
securities mentioned herein; past performance does not 
guarantee future results.

Raymond James & Associates 
is one of the largest full-service 
investment firms and New York Stock 
Exchange members headquartered 
in the Southeast. Founded in 1962, 
Raymond James Financial, together 
with its subsidiaries Raymond James 
Financial Services and Raymond 
James Ltd., has nearly 2,500 
offices covering all 50 states. With 
more than 100 institutional sales 
professionals and more than 5,300 
affiliated financial advisors in North 
America and Europe, Raymond James 
boasts one of the largest sales forces 
among all U.S. brokerage firms. 

Industry knowledge and distribution 
power are central to helping Raymond 
James’ investment bankers serve 
the needs of growth companies 
in the areas of public equity and 
debt underwriting, private equity 
and debt placement, and merger 
and acquisition advisory services. 
Raymond James investment banking 
offices are located in 13 North 
American cities, including Atlanta, 
Boston, Calgary, Chicago, Dallas, 
Denver, Houston, Nashville, New 
York, Toronto, San Francisco, St. 
Petersburg and Vancouver.
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Investment Banking / Fixed Income / Institutional Sales Offices

Raymond James Retail Branch Office

Mergers & Acquisitions Group
J. Davenport Mosby III | Senior Managing Director & Head of M&A | 727-567-5026 | dav.mosby@raymondjames.com
Gary Downing | Managing Director | 727-567-1157 | gary.downing@raymondjames.com
Bob Lockwood | Managing Director | 617-624-7010 | bob.lockwood@raymondjames.com
Kipp Lykins | Managing Director | 312-612-7704 | kipp.lykins@raymondjames.com
Jeff Maxwell | Senior Vice President | 727-567-5222 | jeff.maxwell@raymondjames.com
Ben Moe | Vice President | 727-567-5221 | ben.moe@raymondjames.com

Raymond James Investment Banking – Senior Management
James A. McDaniel | Co-Head of Investment Banking | 727-567-1441 | jim.mcdaniel@raymondjames.com
J. Davenport Mosby III | Co-Head of Investment Banking | 727-567-5026 | dav.mosby@raymondjames.com
Frederick C. Lane | Vice Chairman of Investment Banking | 617-624-7070 | fred.lane@raymondjames.com

Strategic Business Units – Managing Directors
Business Services
James Bunn | Co-Head Business Services Group | 617-624-7011 | jim.bunn@raymondjames.com
Joseph H. Estes | Co-Head Business Services Group | 404-442-5801 | joe.estes@raymondjames.com
Patrick Curran | 617-624-7072 | pat.curran@raymondjames.com

Consumer
Robert Berry | Head of Consumer Group | 617-624-7007 | bob.berry@raymondjames.com
Christine Albertelli | 617-624-7060 | christine.albertelli@raymondjames.com
Laura Provenzale | 415-616-8901 | laura.provenzale@raymondjames.com

Energy
Howard W. House | Co-Head of Energy Group | 713-278-5252 | howard.house@raymondjames.com
Allen D. Lassiter | Co-Head of Energy Group | 214-965-7667 | allen.lassiter@raymondjames.com
Michael P. Ames | 713-278-5268 | mike.ames@raymondjames.com
Mark Huhndorff | 214-965-7655 | mark.huhndorff@raymondjames.com
Scott McNeill | 214-965-7653 | scott.mcneill@raymondjames.com
Christopher J. Simon | 713-278-5206 | chris.simon@raymondjames.com

Financial Services 
Patrick T. DeLacey, CPA | Head of Financial Services Group | 312-612-7699 | pat.delacey@raymondjames.com
Michael H. Jones | 312-612-7696 | michael.jones@raymondjames.com
Jack MacDonald | 212-883-6540 | jack.macdonald@raymondjames.com
Michael T. Mayes | 212-672-6833 | michael.mayes@raymondjames.com
Loren Moody | 727-567-1759 | loren.moody@raymondjames.com
Michael J. Walker | 312-612-7702 | michael.walker@raymondjames.com

Healthcare
Frank E. Hancock | Co-Head of Healthcare Group | 727-567-5016 | frank.hancock@raymondjames.com
R. Riley Sweat | Co-Head of Healthcare Group | 615-321-8075 | riley.sweat@raymondjames.com
E. Burk Lindsey | 615-321-8078 | burk.lindsey@raymondjames.com
Michael Ory | 615-321-8078 | michael.ory@raymondjames.com
Reed Welch | 303-318-0400 | reed.welch@raymondjames.com

Industrial Growth
Thomas W. Mullins | Head of Industrial Growth Group | 727-567-1113 | tom.mullins@raymondjames.com
Paul Jones | 727-567-5025 | paul.jones@raymondjames.com

Real Estate
Vivek Seth | Head of Real Estate Group | 727-567-5599 | vivek.seth@raymondjames.com
Brad Butcher | 727-567-1029 | brad.butcher@raymondjames.com

Technology & Communications
Charles W. Uhrig | Co-Head of Technology & Communications | 727-567-5020 | charles.uhrig@raymondjames.com
Stefan Jansen | Co-Head of Technology & Communications Group | 415-616-8918 | stefan.jansen@raymondjames.com
Donald S. Blair, CFA | 727-567-5018 | don.blair@raymondjames.com
John Kelley | 415-616-8905 | john.kelley@raymondjames.com
Joel Miller | 415-616-8908 | joel.miller@raymondjames.com
Matthew Piacitelli | 727-567-5155 | matt.piacitelli@raymondjames.com
Rex Sherry | 415-616-8915 | rex.sherry@raymondjames.com

Specialty Transaction Groups – Managing Directors
Business Development
Barry M. Alpert | Head of Business Development | 727-567-5029 | barry.alpert@raymondjames.com

Recapitalization & Restructuring
Raj Singh | Head of Recapitalization & Restructuring | 212-885-1800 | raj.singh@raymondjames.com

Financial Sponsors 
Thomas Avery | Head of Financial Sponsors | 404-442-5805 | tom.avery@raymondjames.com
David Clark | 617-624-7006 | david.clark@raymondjames.com
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Past performance is not indicative of future results.

Raymond James Recent Advisory Transactions

2010 

Financial Advisory Services 

August 2010

  Has been acquired by 

a wholly-owned subsidiary of 

August 2010

Has been acquired by 

August 2010

Has announced its 
acquisition of 

July 2010

Has been acquired by 

July 2010

Has announced its 
acquisition by 

July 2010

Sale of Card Services 
Division  to 

June 2010 

Financial Advisory Services 

June 2010

 Has been acquired by 

Extant Component 
Group Holdings, Inc. 

a portfolio company of 

June 2010

Has been acquired by 

NorthStar Memorial Group 

June 2010

Has been acquired by 

June 2010

Walter Energy, Inc. 
Has acquired natural 

gas assets from 

May 2010

a division  of 

Has been acquired by 

May 2010

Has been acquired by 

August 2010

& 

Have acquired 

June 2010

Has been acquired by 

September 2010

Has acquired 

August 2010

Has been acquired by 

August 2010

Has been acquired by 

August 2010

Has been acquired by 

July 2010

Has been acquired by 
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Past performance is not indicative of future results.

Raymond James Recent Capital Markets Transactions

September 2010 

$76,477,300 
Initial Public Offering  

Book-Running Manager 

September 2010 

$125,120,000 
Follow-On Offering 

Joint Book-Running Manager 

September 2010 

$306,250,000 
Follow-On Offering 

Joint Book-Running Manager 

September 2010 

$207,029,900 
Follow-On Offering 

Co-Lead Manager 

September 2010 

$420,900,000 
Follow-On Offering 

Senior Co-Manager 

September 2010 

$41,400,000  
Follow-On Offering 

Sole Manager 

September 2010 

Commercial 
Real Estate Finance, Inc. 

$110,400,000 
Follow-On Offering 

Co-Manager 

September 2010 

$91,764,725 
Follow-On Offering 

Co-Lead Manager 

September 2010 

$114,264,000 
Follow-On Offering 

Co-Manager 

September 2010 

$419,635,000 
Follow-On Offering 

Senior Co-Manager 

September 2010 

$99,436,000 
Preferred Offering  

Lead Manager 

August 2010 

$133,730,625 
Follow-On Offering 

Senior Co-Manager 

August 2010 

$117,196,500 
Follow-On Offering 

Joint Book-Running Manager 

August 2010 

$185,380,000 
Follow-On Offering 

Co-Manager 

August 2010 

$3,622,500,000 
Follow-On Offering 

Co-Manager 

July 2010 

$332,000,000 
Initial Public Offering  

Senior Co-Manager 

July 2010 

$332,000,000 
Follow-On Offering 

Joint Book-Running Manager 

July 2010 

$161,875,000 
Initial Public Offering  

Co-Manager 

July 2010 

$181,949,000 
Initial Public Offering  

Lead Book-Running Manager 

June 2010 

$676,200,000 
Initial Public Offering  

Co-Manager 


