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As of July 1, I will be transitioning to my new 
responsibilities with PwC as COO/CFO. I am pleased to 
inform you that my role as Canadian Deals Leader will 
be taken on by my fellow partner Nicolas Marcoux, who 
brings an exceptional track record of leading our Deals 
practice in the Quebec region. 

Whether it was from my base in Toronto or during my journeys to India 
and beyond, helping our clients to achieve deal success has been fun and 
exciting at every turn. I especially enjoyed the dialogue we have had via 
the Capital Markets Flash. Your engagement and feedback have been 
phenomenal, clearly indicating a strong interest in our perspectives and the 
value that PwC brings to you in considering M&A. I thank you for making 
our Flash a success.

As you can appreciate a lot of effort and thought is required to develop the 
Capital Markets Flash to a consistently high level of quality in a time frame 
relevant for you. I would like to thank the team that has made this happen 
with specific thanks to Vanessa Iarocci, our co-editor and co-author who 
has been the real driver behind the Flash.

The Capital Markets Flash will break for the summer but resume in the fall 
with a fresh approach and under the leadership of a new and capable team. 
I wish you continued success, and look forward to keeping in touch.

     Warmest Regards, 
Kristian Knibutat 
Canadian Deals Leader

Thank you!
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As we enter another Canadian summer, we thought it an 
opportune time to take a look back at our forecasts for the 
M&A market in 2012 and assess how our predictions have 
been panning out.

PwC’s perspective was... Rating Comment

Canada to outpace global M&A growth rates Global M&A down, but Canada increases to 8.9% of deal  
values versus 7.3% in 2011; volumes steady at 7.6%

Canada to maintain or be moderately below  
2011 domestic M&A growth rates

2012 deal volumes down 4.5%, deal values down 2.6%  
versus 2011

Low yields in North America to support continued 
Canadian M&A, specifically:

  Cash flow positive investments to  
drive M&A

Real estate M&A values up 21% year over year, volumes up 4%. 
M&A volumes in utilities sector down 29% but values up 153%

  Commodity, agriculture and timber 
assets to be key targets

Viterra acquisition leads to surge in agriculture sector activity, 
while M&A volumes and values for commodities and timber 
both down

  Increased risk tolerance to drive activity 
into risk assets

High yield market continued to be robust with some issuances 
earmarked for leveraged M&A

Government austerity measures to present unique 
investment opportunities

Governments hesitant to sell at depressed valuations; on pace 
for slowest year since 2004

Public market volatility & cross-asset correlations 
will create a bias for privately held investments

Financial buyer acquisition volumes down 47% and values 
down 77% compared to 2011 

Canadian family succession wave to gradually 
materialize

Transition still slow, but retailers and capital goods companies 
take the lead

Growth market M&A to hit mainstream in Canada Volume of acquisitions in growth markets up 6%, values down 
3% on a year over year basis

Outlook Scorecard
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Figure 1:

Monthly trend of Canadian M&A volume & value

In early 2012, we anticipated that 
Canadian M&A activity would be in 
line, or moderately below, the 2011 
domestic tempo. As well, we expected 
that Canadian M&A activity would 
move forward at a measured rate while 
outpacing global M&A growth rates. 
Through the first five months of 2012, 
both of these predictions rang true. 

In the five months ended May 31, 
2012, 1,300 deals involving a Canadian 
participant were announced with an 
aggregate value of $80.8 billion. When 
compared to the same timeframe in 2011, 
volume is down 4.5% while value is down 
2.6% year over year. Canada’s share of the 
global M&A market by value climbed to 
8.9% in 2012 from 7.3% in 2011, while the 
share of deal volume remained steady at 
7.6% year over year. 

Canada’s share of the global 
M&A market by value climbed  
to 8.9% in 2012 from 7.3% in 
2011, while Canada’s share of 
deal volume remained steady  
at 7.6% year over year. 

In the pages that follow, we take a closer look 
at how our forecast has been panning out.

Scource: S&P Capital IQ, PwC Analysis
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Low yields in North America 
support continued Canadian 
M&A
What we expected 
With the US Federal Reserve pledging to 
keep interest rates low until late 2014, debt 
yields in North America were expected 
to stay low for the foreseeable future. 
We expected the persisting low yield 
environment to provide an incentive for 
corporate and financial buyers to engage in 
M&A activity in:

 1) Cash flow positive investments 
 2) Real assets 
 3) Risk assets

What happened 
On June 1st, 2012, the yield for the 10-year 
US Treasury Note bottomed out at 1.45% 
while the yield for the 10-year Canadian 
Government Bond dropped to 1.63%. The 
historic low yields for both instruments 
will likely act as a driver in continued 
support of M&A moving forward. 

Taking a closer look at each of the areas 
where we had anticipated heightened 
M&A activity:

1)	Cash	flow	positive	 
investments	to	drive	M&A

Absent the ability to generate decent yields 
in traditional bond and money markets, 
we expected Canadian entities, especially 
pension funds and insurers, to aggressively 
pursue acquisitions in sectors that would 
provide steady cash flow streams, such as 
real estate, infrastructure and utilities.

M&A activity in real estate was up over 
21% by value and almost 4% by volume 
when compared to the first five months 
of 2011. The utilities sector saw a 29% 
decline in volume, but aggregate deal 
value was up more than 153% over the 
same period in 2011. Some transaction 
highlights from the first five months 
include:

• On May 22nd, Dundee REIT and 
H&R REIT acquired the Scotia Plaza 
complex in downtown Toronto for 
approximately C$1.266 billion. 
Dundee REIT acquired a two-thirds 
interest while H&R REIT will own 
the remaining one-third interest. 
This was the biggest real estate deal 

in Canadian history and more than 
doubled the previous record for a 
single office complex (CIBC sold its 
Commerce Court complex just across 
the street in 2000 for C$618 million.)

• On May 16th, the BC Investment 
Management Corporation (“bcIMC”) 
joined a consortium that acquired 
Open Grid Europe GmbH (“OGE”) 
for €3.2 billion. OGE is the owner 
and operator of the longest regulated 
supra-regional gas transmission 
network in Germany. The pipeline 
network spans the entire country and 
is important to pan-European gas 
flows as well as domestic transmission. 
Doug Pearce, CEO and CIO at bcIMC 
said: “OGE is well-matched with bcIMC’s 
objectives of achieving sustainable 
returns through investment in stable 
infrastructure companies and assets.”

We anticipate the low prevailing yields will 
bode well for continuing strength in M&A 
activity for assets providing steady cash 
flow streams and yielding above market 
interest rates.
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Figure 2:

Yields of 10-year North American government bonds

Scource: Bloomberg, PwC Analysis
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2)	Real	assets	to	be	key	targets

Low interest rates are commonly associated 
with inflation in the prices of extractive 
commodity, agriculture and timber assets. 
We anticipated buyers would continue to 
seek out targets in those sectors that had 
decent asset profiles or were undervalued 
by jittery markets.

While overall M&A activity in these three 
sectors has increased year over year, 
individually the sectors highlighted have 
presented a mixed picture of M&A activity 
year to date. 

Agriculture 
Owing in large part to Glencore’s 
acquisition of Viterra and the subsequent 
sale of assets to Agrium and Richardson’s, 
the agriculture sector saw a year over year 
increase in volume and value of 75% and 
more than 2,300% respectively. There 
were several other notable transactions in 
the sector during the period including:

• Bonduelle North America agreed to 
acquire three processing plants and 
one repackaging centre for frozen 
vegetables from Allens Inc. in the 
US for approximately $20 million. 
This acquisition will not only allow 
Bonduelle to reinforce the growth of 
its sales but will also be advantageous 
in terms of exchange rate risks (better 
balance of productions and sales in US 
dollars) and the balancing of climate-
related risks.

• Legumex Walker was busy during the 
first five months 2012, having engaged 
in three transactions during this short 
timeframe. They acquired sunflower 
seed processing assets from Anderson 
Seed Company for $4.8 million, and 
subsequently acquired sunflower 
product operations in South Dakota. 
Additionally, they acquired St. Hilaire 
Seed Company, a buyer and processor 
of beans in the US for $12.5 million.

With the Canadian Wheat Board losing its 
monopoly on the marketing of wheat and 
barley in Western Canada in August 2012, 
we expect to see continued M&A activity 
among the grain handlers, elevators and 
terminals as the new open market system 
continues to evolve.

Commodities 
The commodities sector, specifically 
metals & mining, has seen declines in both 
volume and value when compared to 2011. 
Volume, which represented over 27% of 
all transactions in 2012, was down almost 
6% when compared to the same period 
last year, while value, which represented 
over 8% of all transactions in 2012, was 
down over 68% compared to the same 
period last year. When you consider that 
the largest mining deal announced year 
to date in 2012 is Molycorp’s C$1.3 billion 
acquisition of Neo Materials, 2011 proved 
to be a tough year to compare against on 
a value basis (Barrick Gold’s C$7.3 billion 
acquisition of Equinox Minerals, Cliffs 
Natural Resource C$4.9 billion acquisition 
of Consolidated Thompson Iron Mines 
and Newmont Mining’s C$2.3 billion 
acquisition of Fronteer Gold all took place 
in the first five months of 2011). 

For the metals and mining sector, 
commodity prices have come off of 
highs seen towards the end of last year, 
potentially bringing down the value 
of some targets. But the currency used 
by many acquirers, namely their own 
common stock, has also come down in 
value. We expect M&A activity to continue 
in the mining sector, though volumes and 
certainly values may be tempered by flare-
ups in market volatility.
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Timber 
M&A activity in timber has also failed to 
live up to the hype generated in 2011. 
The largest timber deal of 2012, a $13 
million sale by Cathay Forest Products of 
a 270,000-hectare concession of standing 
timber in the Russian Federation, stands 
in stark contrast to the largest timber 
deal from 2011 when bcIMC and PSP 
Investments acquired Timberwest Forest 
Corp for over $1 billion. 

While the US housing market is still 
challenged, demand for lumber is being 
driven by countries such as China, Korea 
and Japan. We anticipate that companies 
hungry to supply the Asian markets will 
likely be looking to Canada, the US, Brazil, 
New Zealand and Russia as sources of 
material and it is only a matter of time 
before we see a pickup in the pace of M&A 
activity in the timber sector.

3)	Risk	assets

The allure of higher returns has a tendency 
to raise risk tolerance while driving a shift 
in the risk profile of investable assets. We 
expected that robust investor demand 
for higher yield in 2012 would provide 
quality credits with a steady supply of deal 
capital. We also expected a preference 
for strong mid-size targets that offer up a 
compelling value proposition employing 
only conservative leverage metrics.

Credit in support of M&A and high yield 
issuance has been strong as a wide variety 
of issuers have been able to come to 
market. Among them:

• Inmet Mining closed a $1.5 billion 
debt financing through the issuance 
of senior unsecured notes to help 
fund the development of its copper-
gold Cobre Panama project in Central 
America. The bonds, maturing in 
2020, were issued with a semi-annual 
coupon of 8.75% and were priced to 
yield 9% at issue.

• Intact Financial completed a C$200 
million medium term note offering 
that will be used to fund a portion of 
the purchase price for its acquisition 
of JEVCO Insurance. The issue 
was priced at 278 bps above the 
comparable Government of Canada 
bonds and will have an interest rate of 
5.16%.

• Bell Canada sold C$1 billion of seven-
year bonds with proceeds expected 
to be used to fund its acquisitions of 
Maple Leaf Sports & Entertainment 
and Astral Media Inc. The issue will 
have a coupon of 3.35% and was 
priced at 185 basis points above the 
comparable Government of Canada 
bonds with an effective yield of 3.76%.

Although not all issuances noted were 
in support of M&A, generally, when 
companies can access deal capital at such 
attractive interest rates, further M&A is 
possible. The low yields mean LBO’s can 
be completed with lower leverage, which 
gives acquirers the currency to do deals.
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Government measures to 
present unique investment 
opportunities
What we expected 
With austerity being the undisputed 
watchword as of late, we expected 
fiscal restraint in government spending 
could lead to interesting acquisition 
opportunities via government 
privatizations, equity reductions or 
P3 projects. With the ongoing crisis 
in Europe, global investors had been 
expecting a larger number of divestitures 
from European governments through 
2012. Closer to home, with federal, 
municipal and provincial governments 
facing some difficult choices to 
reduce deficits and aggregate debt, 
acquisition opportunities in Canada 
were also expected to be a possibility.

What happened 
While the credit crisis has prompted a 
relative explosion of government asset 
divestitures, governments have seemed a 
lot less willing to part with prized assets 
to date in 2012. When compared to 2011, 
privatizations of government entities or the 
sale of government stakes in enterprises 
are down 31% by volume and 65% by 
value when compared to 2011. Continuing 
at the current level would put 2012 on pace 
for being the slowest year for government 
divestitures since 2004. 

Even though volumes are down, the 
privatization of government assets is still 
very much a hot button topic. Recent 
discussions surrounding the Ontario 
government budget highlight just how 
important an issue this has become. The 
focus of the Ontario budget came down 
to the incumbent government plans to 
outsource numerous government services 
to the private sector. The budget was 
passed with the Liberals agreeing to tighter 
oversight of the privatization initiative, 
a proposal that was put forward by the 
opposition New Democratic Party.

Does our view still hold? 
Continuing market volatility is being 
blamed as the number one reason behind 
the slowdown in the privatization of 
government assets, with buyers unwilling 
to overpay and sellers unwilling to accept 
subpar offers. With the ultimate goal of 
deficit reduction, selling valuable assets 
at firesale prices is not in the best interests 
of any government. We still believe there 
is a strong market for high quality, cash 
producing government assets. It just may 
take longer for some of those sales to  
come to fruition.
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Figure 3:

Global government asset sales 

Scource: S&P Capital IQ, PwC Analysis
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Public market volatility & 
cross-asset correlations will 
create a bias for privately 
held investments
What we expected 
Continued public market volatility and 
strong cross asset correlation is likely to 
influence portfolio management decisions. 
Specifically, we expect more sophisticated 
investors, such as pension funds and 
alternative asset managers (including 
hedge funds) to reduce their exposure 
to public equities and to either begin or 
to continue to reallocate assets in their 
portfolios in favour of private investments.

What happened 
In a trend that began in the middle of 
the last decade, pension funds, sovereign 
wealth funds and alternative asset 
managers have been shifting their portfolio 
allocations from public to private assets. 
The movement has accelerated over the 
last few years as the financial crisis has 
depressed asset valuations and led to a 
more willing group of sellers. 

According to its latest annual report 
released May 17, the Canada Pension Plan 
Investment Board (“CPPIB”) reported that 
its private investments had grown from 
31.6% of the total portfolio to 36.6% of 
the total portfolio at the 2011 fiscal year 
end. It has engaged in several acquisitions 
valued at over $3 billion year to date. 
Similarly, the Ontario Municipal Employee 
Retirement System (“OMERS”) reported 
that private investments as of 2011 had 
reached 42% of the total portfolio, a 
substantial increase from 2003 when 
total private assets represents 18% of the 
investment portfolio. 

Does our view still hold? 
We are not likely to see any of the high-
priced take-private transactions that had 
been seen in 2006 and 2007. Rather, we 
continue to expect public companies with 
depressed share prices and medium-sized 
public companies suffering under the 
significant costs of being a public company 
to be the most sought after take-private 

targets in 2012. We also expect portfolio 
rebalancing to continue. As a prime 
example, OMERS CEO Michael Nobrega 
has stated the fund’s optimal allocation 
is 53% public markets and 47% private 
holdings.

Canadian family succession 
wave will gradually 
materialize
What we expected 
The following three data points that 
indicated relatively attractive selling 
conditions against a backdrop of volatile 
equity markets led us to expect a “bias to 
action” for Canadian owner managers in 
beginning to make succession decisions:

1)  The results of a PwC survey in 2011 
indicated an increasing propensity for 
owners to embark on a transition within 
the next five years

2)  The first of the baby boomers would be 
turning 66 in 2012

3)  There has been a group of potential 
private company buyers waiting in  
the wings 

What happened 
Our research indicates 17 succession-
related private company transactions in 
2012 worth approximately $27 million. By 
volume, this is marginally ahead of the 16 
transactions noted during the same period 
in 2011, but significantly behind in terms of 
value. The lack of disclosure surrounding 
private transactions may be masking the 
true volume and value for these types of 
transactions.

Each of the past two years has seen 
two main industries capture the 
headlines as the focus for acquirers. In 
2011 transportation and capital goods 
dominated (50% of transactions by volume 
and 56% by value), while 2012 has seen 
retailing and capital goods occupy the 
top two spots (41% by volume and 97% 
by value). Capital goods companies have 
certainly been playing a role in 2012, but 
less so than we saw in 2011. Some notable 
deals from the first part of the year include:

• Watts Water Technologies, a US based 
designer, manufacturer, and seller of 
water safety and flow control products, 
acquired tekmar Control Systems from 
the Knuever family. The purchase 
price was C$18 million with earn-out 
provisions that could push the value of 
the deal to C$26.2 million. 
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• Sofina Foods, a producer of private 
label and branded food products, 
acquired Janes Family Foods, a 
producer of chicken and seafood 
products. Lembit Janes, chairman 
and CEO of Janes Family Foods said 
“Though it was a difficult decision to 
retire from the company that the Janes 
family has built and operated over the 
past 43 years, we are very pleased to 
pass our legacy on to Sofina Foods, 
another great Canadian family owned 
business.” Terms of the transaction 
were not disclosed.

Private equity investors, often a key buying 
group for Canadian owner-managed 
businesses, have displayed caution so far 
in 2012, not being particularly active on 
the buying front. Consider that PE firms 
such as Birch Hill Equity Partners, West 
Face Capital, Second City Capital Partners 
and ONEX were on the buy side for 26 
transactions in 2011 with a combined 
value of $3.4 billion. In 2012 they have 
been involved in only 13 such transactions 
worth $191 million. With the continuing 
market volatility, it appears PE firms are 
hunkering down to maximize value within 
their portfolios. 

Does our view still hold? 
With a captive group of potential private 
companies hungry to put capital to work, 
there is likely still pent up demand across 
buyer groups of all sizes. Unfortunately, 
the decline in wealth due to capital market 
volatility may leave owner managers 
inclined to hold on to their assets for the 
time being. Nevertheless, we expect the 
family succession wave will be an ongoing 
story through the remainder of 2012 and 
continuing for years to come. For PE firms, 
we expect they will continue to be prudent 
with their investment decisions as they 
wait for market volatility to subside.

Growth market M&A to hit 
mainstream in Canada
What we expected 
With Canadian entities as a whole having 
lagged the broader G7 trend of engaging 
in M&A activity to expand into emerging 
and frontier markets, we expected that the 
anaemic growth in the West would prompt 
Canadian dealmakers to reconsider their 
aversion to emerging markets.

What happened 
Given the uncertain economic conditions, 
Canadian entities made strides in 
M&A activity in growth markets. When 
compared to 2011, volume was up over 6% 
while the value of transactions into growth 
markets decreased marginally by almost 
3% through the first five months of 2012. 
Some notable transactions include:

• CPP Investment Board acquired a 
49.99% stake in Grupo Costanera S.A., 
a Chilean owner and operator of urban 
toll roads for approximately C$1.14 
billion. The transaction provides the 
pension fund with significant minority 
stakes in five major Chilean toll roads. 
André Bourbonnais, Senior Vice-
President, Private Investments for 
CPPIB, said “The addition of these  
five major urban toll roads in Chile  
is an excellent opportunity to expand 
our infrastructure portfolio in a 
developing market.”

• Ivanhoe Cambridge, the real estate 
arm of the Caisse de dépôt et 
placement du Québec, acquired an 
88.5% interest in Shopping Center 
Boulevard Rio Iguatemi for C$130 
million. Shopping Center Boulevard 
Rio Iguatemi is a shopping center 
located in downtown Rio de Janeiro, 
Brazil with 280,000 square feet of 
leasable space that currently has an 
occupancy rate of 97%. “This major 
investment will continue to enhance our 
presence in the shopping centre segment 
in Brazil, at a time of steady middle-
class growth throughout the country,” 
said Claude Sirois, Senior Vice 
President, Emerging Markets, Ivanhoe 
Cambridge.

Does our view still hold? 
We anticipate that Canadian entities will 
continue to consider M&A as a tool to 
expand in emerging and frontier markets. 
With slowdowns in China and India on 
one hand and nationalization concerns of 
assets in several South American countries, 
we would also expect to see valuations 
come down to more realistic levels. 

Conclusion 
Only time will tell how these themes play 
out over the remainder of the year. But 
they provide an excellent topic for our 
continuing dialogue with you, our readers.
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Welcome 
Nicolas Marcoux
I am proud to be PwC’s new Canadian Deals Leader, representing 
our ever-growing national team of over 1,400 experienced 
Deals professionals. As recent leader of the firm’s Consulting & 
Deals practice for the Quebec region, and with over 20 years of 
experience, I bring a practical, client focused perspective—and a 
genuine passion for deal-making.

As Canadian Deals Leader I will remain a fully active Corporate 
Finance partner specializing in mid-market M&A transactions. My 
national and extended global team and I are always keen to learn 
about your unique needs, and to offer our ideas and perspectives. 

Although over 140 Capital Markets Flash reports have been 
published to date, there is still much to explore and discuss. I look 
forward to refreshing our capital markets dialogue in the fall and to 
continued deal success. 

        Sincerely, 
Nicolas Marcoux

Telecon

was acquired by 
 
Desjardins 

PwC acted as lead 
financial advisor for 
Telecon

Fruits & Passion

was acquired by
 
SC Johnson 

PwC acted as lead 
financial advisor for 
Fruits & Passion

Jacob

obtained financing from
 
CIBC and BDC 

PwC acted as lead 
financial advisor for 
Boutique Jacob Inc.

St-Hubert

invested in
 
Le Maître Saladier

PwC assisted St-Hubert 
in their due diligence 
investigation

Recent deals Nicolas was 
involved in:
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Achieving deal success— 
from concept to close and beyond

The PwC Deals Team helps clients raise capital and complete acquisitions, 
divestitures, or strategic alliances. We add value across the entire deal 
spectrum, from concept to close and beyond, by:

• developing your deal strategy;

• managing your go-to-market strategy;

• presenting your deal to the right targets, partners and capital providers, 
across the globe;

• supporting your deal with due diligence, valuation, integration and tax 
advisory services; and

• implementing changes to deliver deal synergies.

Our Canadian Deals team is part of the world’s largest Transaction Advisory 
practice1. Our approach helps clients to source and execute deals faster and on 
more favourable terms, while minimizing business disruption and risk.

We look forward to your call. 

Deals

We invite you to take a second look at  
deal-making in emerging markets.

To learn more, scan the QR code or visit  
www.pwc.com/ca/EMDeals

To provide feedback on this publication or to sign up for similar  
publications, please email: capital.markets.flash@ca.pwc.com

Kristian Knibutat
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