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DISCLAIMER 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  Hedgeye Risk Management is not 
a broker dealer and does not provide investment advice for individuals. This research does not constitute an offer to sell, or a solicitation of 
an offer to buy any security. This research is presented without regard to individual investment preferences or risk parameters; it is general 
information and does not constitute specific investment advice.  This presentation is based on information from sources believed to be 
reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies or omissions of information.  The opinions and conclusions 
contained in this report are those of Hedgeye Risk Management, and are intended solely for the use of Hedgeye Risk Management’s 
clients and subscribers.  In reaching these opinions and conclusions, Hedgeye Risk Management and its employees have relied upon 
research conducted by Hedgeye Risk Management’s employees, which is based upon sources considered credible and reliable within the 
industry.  Hedgeye Risk Management is not responsible for the validity or authenticity of the information upon which it has relied.  
 
TERMS OF USE 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its contents are prohibited.  For 
more details please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at www.hedgeye.com 

DISCLAIMER 
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PLEASE SUBMIT QUESTIONS* TO 
  

QA@HEDGEYE.COM 

*ANSWERED AT THE END OF THE CALL  
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A DEPRESSED MARKET IS NOT SO NOW 

DEPRESSED ACTIVITY LEVELS THROUGH 2013 HAVE RECOVERED 

Announced M&A activity spent 2009-2013 well below long term means of GDP but have recovered to near peak 
levels of high teens to finish 2016 
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A DEPRESSED MARKET IS NOT SO NOW 

EUROPEAN ACTIVITY HAS ALSO IMPROVED MARKEDLY 

The important Euro-zone has also moved off of depressed levels making comps into 2017 much tougher 
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ACROSS CYCLE PICTURE IS FROTHY 
With a 
meaningful 
rebound in US 
and European 
activity, Global 
M&A is again 
near peak (full) 
levels. 

DATA SOURCE:  BLOOMBERG 
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PRIVATE EQUITY MARKED THE TOP 
As it always 
does, Private 
Equity marked 
the top of the 
‘market in 2007 
and 2015. PE 
deal 
percentages 
within M&A have 
fallen from 
extreme levels 
but are still 
above average 
flashing warning. 

DATA SOURCE:  BLOOMBERG, HEDGEYE ESTIMATES 
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ALL TIME HIGHS IN CONSIDERATION 
Consideration 
values are off 
of all-time 
highs which is 
good however 
remain 
elevated which 
mean buyers 
are still 
reaching to 
complete 
transactions 

DATA SOURCE:  BLOOMBERG, HEDGEYE ESTIMATES 
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WHILE BORROWING COSTS ARE LOW 
Borrowing 
costs are still 
historically low 
with both 
tranches of 
corporate 
credit indices 
still not having 
markedly 
broken their 
down trend 
 
 
 

DATA SOURCE:  BLOOMBERG 
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BUT CREDIT COSTS ARE INFLECTING   
Rate of change 
matters 
however and 
costs have been 
rising since the 
Trump election 
upset. Corporate 
credit costs 
stopped their 
descent early in 
2016 and have 
risen steadily to 
start 2017 
 
 

DATA SOURCE:  BLOOMBERG, HEDGEYE ESTIMATES 
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BUT CREDIT COSTS ARE INFLECTING   
Which is 
important 
because in past 
rate hiking 
cycles, 
corporate credit 
spreads over 
Treasury have 
risen by 
between 20 and 
2,000 basis 
points. 
 
 

DATA SOURCE:  BLOOMBERG, HEDGEYE ESTIMATES 
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AND Y-O-Y CHG IN CREDIT DRIVES M&A 

ON THE MARGIN MORE EXPENSIVE CREDIT CREATES NEGATIVE M&A COMPS 

Across cycle, when credit costs rise year-over-year (green line on an inverted scale), U.S. M&A comps decline 
and go negative 
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EVERY +100 BPS IN COSTS = -20% IN M&A 

EVERY +100 BPS INCREASE IN CREDIT COSTS DECREASES M&A Y-O-Y BY -20% 

Looking at U.S. credit and U.S. M&A announcements, every 100 basis point increase in credit costs translates 
into an average negative comp of -20% for U.S. M&A activity 
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VIX LEVELS GREATLY DICTATE ACTIVITY 
The 20 level of 
the VIX is the 
fulcrum point.  
Quarterly U.S. 
M&A activity 
averages  
~$400 billion 
per quarter 
with VIX below 
20 and just 
over $230 
billion when 
the VIX is 
above 20 

DATA SOURCE:  BLOOMBERG 
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 GLOBAL M&A HAS STARTED SLOWLY 

DATA SOURCE:  BLOOMBERG,  
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AND DEAL SIZE HAS COME DOWN A LOT 

DATA SOURCE:  BLOOMBERG,  

2016 2017 

Avg: $15,000 Avg: $12,000 
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DATA SOURCE:  BLOOMBERG,  

RATE SENSITIVITY IS NOT COMPELLING 
Everyone is 
checking their 
rate exposure 
and 
ibanks/boutiques 
have less than 
half the rate beta 
of Mortgage 
Insurers. 
Importantly LAZ 
stock has the 
lowest positive 
coefficient of the 
group at 0.26. 
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FOR MORE INFORMATION, CONTACT US AT: 

SALES@HEDGEYE.COM 
(203) 562-6500 
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