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WHITE PAPER 

INTRO 
Stop for a second.  Listen.  Do you hear that?  That is 
the sound of optimism.  It’s in the air and according to 
many; it’s the first time since pre-2008.   
 
Many economists believe 2017 began to finally show 
signs of “real” positive economic activity for the first 
time in a while.  According to Market Watch, on the 
one-year anniversary of President Trump’s election 
win, the Dow Jones Industrial Average showed its 
biggest post-election day gain in more than 70 years!  
The S&P 500 added $2 trillion in value, up 16.3 
percent since the election.  On top of that, 
unemployment is at a 17 year low, businesses are 
dealing with less regulation, interest rates continue to 
be low, and now tax reform is a reality.   
 
Other economists believe the first signs of positive 
economic activity first began back in 2011, but it 
hasn’t been until recent where true growth has been 
sparked within the economy, and it has ignited 
excitement within the Mergers & Acquisitions world.  
According to Deloitte’s “The State of the Deal: M&A  
 

Trends 2018” report, about 68% of corporate 
executives and 76% of private equity leaders polled 
expect to see an increase in deal volume over the next 
12 months.  Further, most respondents believe deal 
size in 2018 will either increase (63%) or stay the same 
(34%), compared to deals brokered in 2017.   
 
The Lower-Middle Market of M&A (businesses with 
gross annual sales of $2-$50 million) is seeing strong 
buy signals from a variety of buyers.  Private Equity is 
expanding their search criteria and lowering their 
minimum cash flow requirements.  More businesses 
are looking to acquire competitors, while others are 
looking to expand product offering through 
synergistic acquisitions.  Also, individual entrepreneurs 
have access to a variety of strong funding options, 
making the field full of qualified buyers.   
 
While the M&A market appears to be on track for a 
record year, most businesses are doing very well too.  
So why should any business owner consider selling 
now when business is good?  This White Paper 
explores why 2018 is the right time to sell a business. 
 

 

SHOULD YOU SELL YOUR BUSINESS IN 2018, BEFORE IT’S TOO LATE? 
2018 forecasts a dynamic seller’s market for lower-middle market businesses	

BY:  JOE BRAIER 
M&A Advisor | Certified Business Appraiser 
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History of U.S. Bear & Bull Markets Since 1926 

HISTORY LESSON 101: ECONOMIC CYCLES 
Everything is cyclical.  What goes up must come 
down.  The economy is no different.  Dating back to 
1926, the United States has had 8 periods of economic 
growth, prior to the one we are currently experiencing.  
Those 8 periods lasted on average 9.05 years.  Our 
current economic bull market is now at 8.8 years, with 
the most aggressive bull market during that span 
currently taking place.  As history shows (see chart 
below) this economic boom will not continue forever.   
 
2018 appears to not have any foreseeable economic 
breakdowns taking place, but everyone’s crystal ball 

is just as cloudy as everyone else’s.  When things are 
going good, it’s difficult to think about selling one’s 
business.  But those who sold in 2005 – 2007; they 
look like geniuses.  Business owners today need to 
take a serious look at the current market and decide 
when the right time is to execute the exit strategy and 
ask how much longer will this bullish market last? 
 
The economy should not be the sole reason for selling 
a business, but it needs to be considered.  Business 
valuation is much higher during the good economic 
times vs. when the economy goes through a correction 
and the market turns bearish. 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ECONOMICS 101:  SUPPLY VS. DEMAND 
As of early 2018, there are a disproportion number of 
buyers vs. sellers on the open market for Lower-
Middle Market businesses.  “There are easily 100 
buyers to every one business we bring to the open 
market,” says Joe Braier, M&A Advisor for Lakes 
Business Group.  “Recently (Q4 2017) we brought a 
food distribution business to the open market and 
within 45 days, my team had close to 100 inquiries 
from a variety of buyers.  It is now under an exclusive 
LOI and schedule to close Q1 2018.”   
 
It’s no surprise there are more buyers right now than 
there are sellers.  Take a look at the chart below and 
understand 70 is the new 65; meaning, more and more 
humans are living longer, working longer, and pushing 
off retirement.  That means the tidal wave of baby 
boomers has yet to hit the shorelines of retirement.  
That is about to change.   The baby boomer 
generation just started turning 65 in 2012.  Add 5 years 
to make the generation 70, and the chart below shows 
the baby boomer generation beginning to hit the  
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retirement age of 70 in 2017.  This is one of the 
biggest factors of why supply (businesses for sale) is so 
low and demand is so high. But as more and more 
boomers hit the retirement age, things will change. 
 
Eventually, there will be a tipping point where an 
abundance of business owners will begin to sell.  This 
will re-balance the supply-demand circumstances we 
are currently seeing in the M&A market.  When this 
takes place, business valuations will begin to drop.  
Buyers can begin to become more selective and more 
conservative with their acquisition selections.  Sellers 
will have to improve their value drivers within their 
business and the market will shift from a sellers 
market to a buyers market. 
 
The re-balancing of the supply-demand scenario will 
not take place in 2018, but it’s approaching with 
boomers retiring. Any business owner considering 
when to develop their exit strategy should take the 
current supply-demand scenario into consideration, 
because it’s bound to change in a few years. 
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INTERST RATES ARE LOW… FOR NOW. 
When interest rates are low, borrowers pay less, which 
gives them more money to spend.  This creates a 
ripple effect of increased spending throughout the 
economy.  Business loans are no different.  Whether 
the buyer is an individual entrepreneur or a company 
looking to acquire another company, buyers are 
borrowers.  When interest rates are low, more buyers 
are willing to borrow funds to acquire businesses. 
 
As you can see from the chart below, interest rates are 
beginning to come off historic lows.  When the market 
crashed back in 2008, the federal fund rate dropped to 
save us from an economic collapse.  Now, with the 
economy beginning to hum, rates are beginning to 
climb.  It’s difficult to say how fast rates will increase,   
 

but the process is beginning already.  As rates increase, 
underwriting will have to account for debt to cash 
flow scenarios, which can affect the overall price 
business owners will receive for their businesses.  
Further, borrowers will begin to become more 
conservative in their offers to account for the debt 
service they will have to cover. 
 
While business owners who are considering the sale of 
their business are most likely not keeping up to speed 
on interest rates, it is an important factor to take into 
consideration.  As history is the best measurement for 
future performance, it appears rates are on track to 
increase.  The question is, how high will they go?  
And, what effect will they have on borrowers looking 
to acquire businesses in the near future? 
 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

RATE	 Individuals	 Joint	Returns	
Head	of	

Households	

	
Taxable	Income	Over	 		

10%	 $0		 $0		 $0		
12%	 $9,525		 $19,050		 $13,600		
22%	 $38,700		 $77,400		 $51,800		
24%	 $82,500		 $165,000		 $82,500		
32%	 $157,500		 $315,000		 $157,500		
35%	 $200,000		 $400,000		 $200,000		
37%	 $500,000		 $600,000		 $500,000		
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TAX REFORM 
The new tax laws have finally passed and are in 
full effect for 2018.  Halleluiah!  Or wait… is this 
really good for you as a small business owner and 
potential seller?  Answer = it depends.   
 
First, lets understand there is a difference in what 
the new corporate taxes are vs. what the taxes an 
individual encounters when they sell their 
business.  Further, there is a difference between 
capital gains taxes and individual income taxes.  
 
A business owner must evaluate and decide if they 
are going to sell their business as a stock sale or an 
asset sale. If the business owner decides to sell as a 
stock sale, then the sale is considered a Long-Term 
Capital Gain.  If the decision is to sell the business 
as an Asset Sale, then the sale is allocated into 
separate categories, resulting in some categories 
being taxed as ordinary income and others as 
Long-Term Capital Gains. 
 
The following illustrates the new tax brackets and 
rates for 2018 for ordinary income -tax brackets: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Meanwhile, long-term capital gains are taxed at 
one of three potential rates, all of which are much 
lower than the corresponding marginal tax rates.   
 
 

A 0% long-term capital gains tax rate applies to 
individuals in the three lowest (10% - 22%) marginal 
tax brackets.  A 15% long-term capital gains tax rate 
applies to the next three brackets (24%, 32%, 35%).  
Finally, a 20% long-term capital tax rate applies to 
taxpayers in the highest tax bracket (37%).  
 
 
 
 
 
The tax reform laws are new and need to be 
understood when deciding if 2018 is the right time to 
sell your business.  Know what your tax ramifications 
are prior to taking your business to the open market.  
Understanding your tax liabilities will enable you to 
make an informed decision on the potential sale of 
your business.  In 2018, Long-Term Capital Gain 
Taxes are down, which will make it more attractive to 
many business owners on the fence deciding when the 
right time is to sell their business. 
 
CONCLUSION 
Selling your business is a BIG decision and there are 
several things that need to be taken into consideration.  
Only one of them is the current conditions of the 
M&A market.  The information within this whitepaper 
provide just a few topics that should be taken into 
consideration when evaluating the economic climate 
of 2018 and deciding whether or not to put your 
business up for sale on the open market.  Several other 
factors need to be taken into consideration, so build 
your exit strategy advisory team accordingly. 
 
For additional information on how to best position 
your business for an exit, please contact: 
 

JOE BRAIER 
M&A ADVISOR | CVA 

(414) 429-3615 
joe@vrbizlakes.com 
www.joebraier.com 

 
 
 
 

 

Your Accountant Needs to be Involved 
in the Sale of Your Business! 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

	

 

 

             

 

 

 

 

 

 

 

 

 

 

 

 

 

 

JOE BRAIER, M&A ADVISOR | CVA 
Joe is a seasoned M&A Professional and is certified 
through the NACVA for business valuations.  Over 
the past decade, Joe has participated, managed, and 
been the director of the deal for over 100+ business 
transactions.   
 
MERGERS & ACQUISITIONS 
Joe takes great pride in representing business owners 
looking to sell their business operation.  Joe’s ability to 
highlight the future potential of the businesses he 
represents, identify synergistic investors, and develop 
creative deal structures leverages the value of his clients 
operation.  It is this element –  
the art of the deal – where Joe excels above his 
competition. 
 
Joe specializes in the following industries for 
representing sell-side M&A deals: 

• Manufacturing 
• Distribution 
• Medical 
• Technology 

 
Typical Size of Business =  
$2 million - $50 million of Gross Revenues. 

 
BUSINESS VALUATION, CVA 
Joe is certified by the NACVA (National Association 
of Certified Valuators and Analysts) for conducting 
business valuations. 
 
Joe specializes in the following types of business 
valuation reports: 

• Bank Financing Requirements 
• Shareholder Disputes 
• Divorce Mitigation 
• Estate Planning 
• Buy/Sell Agreements 
• And More! 

 
 

JOE BRAIER, CVA 
M&A Advisor | Certified Business Appraiser 

Direct: (414) 429-3615 
E-Mail:  joe@vrbizlakes.com 
Website: www.joebraier.com 
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