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Can ad I an The number of Canadian companies sold in 2016 decreased to 1,500, dropping to
its lowest level in a decade. The implied enterprise values (equity plus debt) for

M &A U d ate 2016 deals totaled CDN$80.7 billion, a 35% drop compared to 2015. Similarly, U.S.
p ®e transactions also fell in 2016 with 15,313 reported transactions compared to 16,808
the previous year. However, the lower number of deals was offset by higher overall

transaction sizes as the total implied transaction values (where disclosed) increased
from US$1.8 trillion to US$2.0 trillion over the same period.

Canadian M&A Transactions
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C an ad I an The largest transaction involving a Canadian company in 2016 was TransCanada
Corporation’s acquisition of the Columbia Pipeline Group for CDN$17 billion. Two of

M &A U pd ate the largest announced deals (Enbridge acquiring Spectra Energy Corp. for

CDN$60.7 billion and Potash Corporation of Saskatchewan acquiring Agrium for
CDN$24 billion) have not yet closed and are thus not included in our calculations.

Columbia Pipeline u.S. TransCanada Corp. Canada 17 Energy
Group, Inc.
ITC Holdings uU.S. Fortis Inc. Canada 15.8 Utilities
Asciano Limited Australia GIC Pte. Ltd.; Canada Pension Plan Multiple — 12.6 Industrials
Investment Board British Columbia Including
Investment Management Corporation; Global Canada
Infrastructure Partners; CIC Capital Corp.
Canadian Oil Sands Canada  Suncor Energy Inc. Canada 6.7 Energy
Limited
Clarivate Analytics U.S. Onex Corporation; Baring Private Equity Asia Multiple — 4.7 Information
Including Technology
Canada
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Canadian
M&A Update ..

Value of Canadian M&A Transactions [$ CAD MM] (2016)

$4,863

6%  $3,647
4%

$16,006
20%

$56,220
70%

<$50MM = $50MM-$100MM = $100MM-$500MM = >$500MM

The median size for transactions involving the takeover of a Canadian company fell
from CDN$13.1 million in 2015 to CDN$12.1 million in 2016, which is approximately
half the average size recorded south of the border (US$24.7 million). Furthermore,
many smaller transactions likely do not disclose their financial information regarding
their deals, the actual median is possibly even lower. Transactions with values in
excess of CDN$500 million in Canada are infrequent, but continue to account for a
large portion of overall deal value.

Number of Canadian M&A Transactions (2016)

37
6%

53
8%

482
75%
<$50MM = $50MM-$100MM = $100MM-$500MM = >$500MM

Source: S&P Capital IQ as at January 31 2017, including all publically disclosed transactions; D&P Analysis
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Valuation
Multiples

Valuation multiples for North American transactions (where determinable) remained
relatively stagnant in 2016, with an average EBITDA (earnings before interest,
taxes, depreciation and amortization) multiple of 10.9x compared to 11.0x the prior
year. Valuation increases for financials, utilities, and consumer staples were offset
by large declines in the telecom, materials, and real estate industries.

North American Enterprise Value to EBITDA Multiples by Industry

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Consumer Discretionary 11.2x 11.4x 8.4x 10.7x 10.3x 10.2x 11.1x 10.7x 9.9x 10.6x
Consumer Staples 11.2x 9.2x 9.0x 8.9x 10.1x 10.8x 11.1x 12.0x 9.4x 12.1x
Energy 8.8x 8.6x 6.1x 9.4x 11.3x 7.6X 8.1x 8.5x 8.8x 8.6x
Financials 11.4x 9.8x 6.6x 10.2x 8.3x 9.1x 10.6x 12.3x 9.0x 12.1x
Healthcare 13.8x 12.7x 8.7x 12.0x 11.4x 10.8x 10.1x 11.7x 12.7x 12.6x
Industrials 9.4x 10.2x 8.2x 8.7x 9.4x 8.6x 8.8x 9.7x 9.9x 9.1x
Information Technology 12.4x 12.7x 10.2x 12.0x 12.2x 11.0x 11.2x 12.7x 13.1x 12.4x
Materials 9.2X 10.4x 7.7x 10.5x 8.6x 8.7x 10.0x 8.3x 10.5x 7.8X
Telecommunication Services 9.3x 9.7x 6.6x 7.9x 7.2x 9.4x 8.9x 9.9x 14.9x 8.9x
Utilities 11.1x 11.5x 8.4x 11.5x 10.1x 9.5x 11.1x 9.7x 10.3x 11.1x
Real Estate 15.7x 13.3x 16.0x 11.8x 16.3x 15.9x 15.5x 17.6x 19.2x 16.5x
Unknown 3.2x 8.5x 3.4x 7.1x 14.5x 4.1x 11.9x 4.1x 8.5x 10.5x
All Industries 11.0x 10.8x 8.2x 10.4x 10.7x 9.6x 10.2x 10.7x 11.0x 10.9x

Source: S&P Capital IQ as at January 31 2017, including all publically disclosed transactions; D&P Analysis
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Public vs.

Private

Public Companies Sold in North America

Approximately 90% of transactions with a Canadian seller were private company
transactions, in line with the private transaction ratio over the past 10 years. For
public companies, the median premium over price stock increased from 25.1% in
2015 to 42.9% in 2016, which is higher than the historical average. The increase is
attributable to an increased number of energy and materials transactions with a
premium over public trading price of over 40%.

Comparatively, only 338 out of the 15,313 deals conducted in the U.S. were public
companies (approximately 2.7% of the total) which is also in line with historical
norms. The median takeover premium of 31.6% for U.S. public companies is in line
with the premiums usually seen in the U.S. market.
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Industry
Sectors

Canadian M&A Transactions By Industry (2016)

Number of Deals

340
211
189
160
153
145
87
80
57
13
11
54

The energy sector continues to lead the Canadian landscape in deal value
(CDN$27.4 billion) with 15 transactions each valued at over CDN$500 million.
However, M&A activity in the energy sector has remained subdued as crude oil
struggles to recover with 160 deals in 2016 compared to the historical average of
254 deals per year. The materials industry continues to be the most active in terms
of number of deals. Over the past year, there were 340 completed transactions in
the materials sector (compared to 284 the previous year) worth a total of CDN$5.6
billion (vs. CDN$7.1 billion).

Implied Enterprise Value
of Deals ($ CAD MM)

Materials $5,573
Industrials $1,914

IT $3,981

Energy $27,433

Real Estate $12,346
Consumer Discretionary $13,663
Financials $1,146
Healthcare $2,690
Consumer Staples $5,753
Utilities $2,822
Telecom Services $3,121
Unknown $294

Source: S&P Capital IQ as at January 31 2017, including all publically disclosed transactions; D&P Analysis
Source: SDC Platinum Volume data includes deals reported as of 1/15/2017
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Cross-Border
Transactions ..

Canadian transactions remain predominately within Canadian borders. Of the 1,500
Canadian companies sold during 2016, 1032 were acquired by a Canadian
company, 362 were bought by a foreign entity and the remaining 106 were
undisclosed. In 2016, the total implied enterprise value of cross-border transactions
involving a Canadian target represented CDN$25.6 billion (compared to CDN$40.1
billion in 2015). The large decrease in foreign investment was led by decreased
cross-border investment in energy (down CDN$11.7 billion), industrials (down
CDNS$5.4 billion) and healthcare (down CDN$5.4 billion). Telecommunication cross-
border transactions remain low as there is a high level of regulation within the
industry. In contrast, cross-border transactions involving a Canadian buyer totaled
CDN$136.4 billion across 556 transactions in 2016. Canadian-based acquirers
were focused on the materials, real estate and information technology sectors.

Canadian Cross-Border Transactions By Industry (2016)

Canadian Buyers

110
108
91
66
61
28
19
17
15
13
1
27

Canadian Sellers

Materials 40

Real Estate 17
Information Technology 92
Consumer Discretionary 45
Industrials 77
Healthcare 22
Energy 29

Utilities 1
Financials 12
Consumer Staples 15
Telecommunication Services 4
Undisclosed 10
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C rOSS_ B O rd e r Not surprisingly, the United States remains the most active Canadian cross-border
transaction partner in both acquisitions and divestitures. European acquisitions from
Tran SaCtI O n S Canadian firms remain relatively high with 91 acquisitions and 87 divestitures,
® showing a continued interest in the region. Transactions involving the Asia/Pacific

region remain relatively low in comparison.

Over the past year, cross-border activity has slowed down going both ways with
Canadians acquiring fewer foreign companies (556 deals vs 601 deals) and foreign
companies investing less in Canadian targets (362 vs. 388). This is in line with the
overall 8.9% decrease in North American M&A.

Canadian Cross-Border Transactions By Region (2016) [# of Deals]

Canadian Buyers Canadian Sellers
371 United States 239
91 Europe 87
23 Asia/Pacific 27
71 Other 10
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Looking Ahead

The new Trump administration in the U.S. will create added uncertainty for some
industry sectors, such as automotive. However, the overall outlook for Canadian M&A
remains moderately positive. Interest rates remain low, and oil prices are showing signs
of improvement. Corporate balance sheets are flush with cash, with corporations
actively looking for quality investments. Private Equity firms also have large cash
holdings, and often see Canadian firms as good “bolt-on” opportunities. Heightened
infrastructure spending throughout Canada should also stimulate economic activity. The
downside risk is that consumer spending declines significantly in order to pay down
household debt.

Veracap M&A International
has become Duff & Phelps
Securities Canada Limited

On September 30, 2016 Duff & Phelps acquired Veracap M&A International, a leading Canadian
mid-market investment banking firm, which became Duff & Phelps Securities Canada on January
SN2 0ils7s

Source: SDC Platinum
Volume data includes deals reported as of 1/15/2017
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About
Duff & Phelps

Ranked #1

for Announced Global Fairness Opinions
in 2016 and over the past 5 years?

Ranked #4

U.S. Middle-Market M&A Advisor
over the past 5 years?

We Serve:

62% of Fortune 100 companies
85% of Am Law 100 law firms

72% of the 25 largest PE firms
in the PEI 300

72% of the 25 largest Hedge Funds
in the Alpha Hedge 100

1Published in Thomson Reuters’ “Full Year 2016 Mergers & Acquisitions Review.”
2Source: Thomson Financial Securities Data (U.S. deals < $200M). Full years
2012 through 2016.
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Dedicated Coverage Across
Five Broad Verticals

Industrials and
Business Services

Consumer, Food
and Retail

Healthcare and
Life Sciences

Energy and
Mining

Technology, Media
and Telecom

Our Unique Financial Sponsor
Coverage Model

Duff & Phelps is uniquely positioned to provide unparalleled
access and insights into the financial buyer universe, including
family offices. We have 45 dedicated coverage officers across
North America covering over 650 Private Equity Groups.
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Contact Us

Canada M&A
Advisory:

Howard Johnson
Managing Director
+1 416 597 4500

howard.johnson@duffandphelps.com

Ross Fletcher

Managing Director

+1 416 361 2588
ross.fletcher@duffandphelps.com

Kurt Schurer

Managing Director

+1 403 890 7355
kurt.schurer@duffandphelps.com

Rakesh Jain

Senior Advisor

+1 902 406 8812
rakesh.jain@duffandphelps.com

Global M&A
Advisory:
Bob Bartell

Global Head of Corporate Finance

+1 312 697 4654
bob.bartell@duffandphelps.com

Steve Burt

Global Head of M&A Advisory
+1 312 697 4620
steve.burt@duffandphelps.com

Disputes and
Investigations:

Scott Davidson

Canada Market Leader

+1 416 364 9719
scott.davidson@duffandphelps.com

Chris Nobes

Managing Director

+1 416 597 4505
chris.nobes@duffandphelps.com

Stephen Cole

Senior Advisor

+1 416 364 9701
stephen.cole@duffandphelps.com
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About
Duff & Phelps

Duff & Phelps is the premier global valuation and
corporate finance advisor with expertise in complex
valuation, dispute and legal management consulting,
M&A, restructuring, and compliance and regulatory
consulting. The firm’s more than 2,000 employees
serve a diverse range of clients from offices around
the world.

M&A advisory, capital raising and secondary market advisory services in the
United States are provided by Duff & Phelps Securities, LLC. Member
FINRA/SIPC. Pagemill Partners is a Division of Duff & Phelps Securities,
LLC. M&A advisory and capital raising services in Canada are provided by
Duff & Phelps Canada Securities Ltd. and Duff & Phelps Securities,
LLC.”"M&A advisory and capital raising services in the United Kingdom and
across Europe are provided by Duff & Phelps Securities Ltd. (DPSL), which
is authorized and regulated by the Financial Conduct Authority. In Germany
M&A advisory and capital raising services are also provided by Duff &
Phelps GmbH, which is a Tied Agent of DPSL. Valuation Advisory Services
in India are provided by Duff & Phelps India Private Limited under a category
1 merchant banker license issued by the Securities and Exchange Board of
India.

For more information please visit:

www.duffandphelps.ca
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