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Specialty Distribution M&A Activity Driven by Strategic “Consolidation” Plays 

M&A activity in the Specialty Distribution Industry during the 
second half of 2017 and early 2018 continued to see consolida-
tion transactions that marked the majority of M&A activity dur-
ing the first six months of 2017.  The last six months of 2017 
saw aggressive activity on the part of strategic, and private eq-
uity backed operating companies, making acquisitions in frag-
mented pockets (both based on geography and product mix) of 
the distribution industry.  In general, the Specialty Distribution 
Industry continues to be a “sellers market” as buyers aggres-
sively competed for attractive companies. 

Buyer acquisition strategies continued a theme of large consoli-
dators operating in fragmented industries purchasing both ma-
jor regional and local competitors across a variety of sub-sectors 
during late 2017.  Specialty Distribution Sub-Sectors with nota-
ble M&A transaction activity during the last six months of 2017 
and early 2018 include Building Product & Materials and Indus-
trial, MRO & Safety product distributors.    

In addition to the synergies from increased geographic presence 
and product/service portfolio extensions, strategic acquirers 
continue to utilize M&A as a key component of adapting to the 
role of e-commerce in B2B distribution.  Strategic buyers remain 
focused on identifying attractive avenues to utilize technology 
to improve customer relationships by simplifying e-commerce 
product catalogue search functionality and enhanced automat-
ed inventory monitoring and replenishment services.  

The most active acquirers during the second half of 2017 includ-
ed publicly-traded and private-equity-backed strategic buyers, 
many of which have completed multiple transactions during the 
past several years.  In addition, private equity sponsors continue 
to actively pursue platform companies in order to pursue ag-
gressive “buy-and-build” strategies. Utilizing M&A to achieve 
greater scale and operational efficiencies will continue to be a 
primary focus of consolidators likely to drive further transaction 
activity during 2018.   

 

Specialty Distribution M&A Transactions by Year  
(Strategic Buyers Include Private Equity Owned Companies) 

Source: EdgePoint Proprietary Database, Company Filings, CapIQ,  News Releases 
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Date:  4/3/2017 (Closed) 

NES is one of the largest equipment rental companies in the US, with 73 branches and 
approximately 1,100 employees and a concentration in the eastern half of the US. Based 
in Chicago, Il, NES specializes in providing aerial equipment to 18,000 industrial & non-
residential construction customers.   

• NES’s branch network will increase United’s presence in important East Coast, 
Midwest, and Southeast markets. 

• The combination is expected to strengthen key customer relationships and en-
hance cross selling opportunities. 

Overview / Strategic Rationale: Building Products & Materials 

 

Date:  8/24/2017 (Announced) 

Founded in 1950, Allied Building Products distributes exterior products, such as roofing, 
siding, windows & doors, and interior products through 200+ locations in 31 states. 

• The combination of Beacon and Allied will make one of the largest publicly trad-
ed wholesalers in North America. 

• The expanded geographical footprint allows Beacon to enter key markets of New 
York, New Jersey and the upper Midwest. 

• The deal allows Beacon entry into the adjacent interior business, including wall-
board and suspended ceiling products, and will strengthen the combined compa-
ny's competitive positioning through extended offerings.  

Overview / Strategic Rationale: 

 

Date:  1/3/2018 (Announced) 

Founded in 1916, A. H. Harris Construction Supplies, supplies construction products and 
equipment for contractors, construction companies and government entities in the con-
crete construction and repair markets. A. H. Harris represents 500+ manufacturers and 
offers over 13,000 products. 

• By acquiring A. H. Harris, HD Supply will enhance its product mix and value added 
services for customers in priority markets. 

• The acquisition enhances HD Supply’s market presence in the Northeast US. 

Overview / Strategic Rationale: Building Products & Materials 

 

Date:  11/10/2017 (Announced) 

Since its founding in 1984 in Dallas, Texas, The Reynolds Company has been a wholesale 
electrical distributor focused on serving energy, industrial and construction customers 
across Texas and Louisiana.   

• The McKnaughton-McKay acquisition will create a top 10 electrical distributor 
with 41 locations spanning the Midwest, Southeast and Southcentral United 
States. 

• Each company will retain its own leadership and name. 

Overview / Strategic Rationale: Building Products & Materials 

Acquirer: 

Key Metrics: 

Implied Enterprise Value ($M) 
EV/LTM EBITDA 
EV/LTM Revenue 

Target: 

 

$965 
6.2x 
2.6x 

Building Products & Materials 

Acquirer: 

Key Metrics: 

Implied Enterprise Value ($M) 
EV/LTM EBITDA 
EV/LTM Revenue 

Target: 

 

$2,625 
8.7x 

NA 

Acquirer: 

Key Metrics: 

Implied Enterprise Value ($M) 
EV/LTM EBITDA 
EV/LTM Revenue 

Target: 

 

NA 
NA 
NA 

Acquirer: 

Key Metrics: 

Implied Enterprise Value ($M) 
EV/LTM EBITDA 
EV/LTM Revenue 

Target: 

 

$380 
NA 

1.0x 
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Recent Announced & Closed Transactions (select transactions, not intended to be all-inclusive) 
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The majority of transaction activity in the Specialty Distribution 
Industry during the last twelve months and second half of 2017 
occurred in three primary sub-sectors.  Industrial, MRO & Safety 
(34.6%), Building Products & Materials (22.7%), and Consumer 
& Food Products (19.4%)  accounted for 70% of all announced 
and completed transactions in the Specialty Distribution Indus-
try during the last twelve months.    

As evidenced in the table below (“Select Transaction Multi-
ples”), transaction values across key sub-sectors of the industry 
continue to trend higher as strategic consolidators aggressively 
bid for quality acquisition targets, often paying a premium to 
historical averages. The average reported EV/EBITDA multiple 

paid by buyers across the Specialty Distribution Industry in-
creased from 8.25X during 2016 to nearly 9.5X (average transac-
tion size $250 million) during 2017, further highlighting the will-
ingness of buyers to aggressively pursue high quality targets. 

Strategic and private equity backed operating companies ac-
counted for the majority of transaction activity during the last 
twelve months (88.7%, up from 88.0% during 2016).  These buy-
ers continue to utilize M&A as a primary driver of value creation 
for shareholders by increasing operational efficiencies and scale 
through targeted acquisitions. 

Key Metrics 
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Transactions by Sub-Sector (LTM) Share of Transactions by Buyer Type 

Select Transaction Multiples 
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Source: EdgePoint Proprietary Database, Company Filings, CapIQ,  News Releases 
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The Building Products & Materials sub-sector saw a number of 
transactions from large strategic buyers as well as private equity 
buyers during the second half of 2017. The most active acquir-
ers include Beacon Roofing Supply, Winsupply and SRS Distribu-
tion. 

Buyers in the Building Products & Materials sub-sector continue 
to utilize M&A as a means to drive above-average growth. 
These buyers are actively looking to acquire companies with 
unique products, services and geographies / service territories. 
In 2017, service territory was a prime factor that drove acquisi-
tion activity. 

There were a number of new platform investments on the part 
of private equity buyers during the second half of 2017. Berk-
shire Partners, via its SRS Distribution platform, announced four 
deals during the second half of 2017. Each deal helped SRS ex-
pand both its product lines and its geographic reach. Since 
2008, SRS has completed 53 acquisitions. The Sterling Group’s 
Construction Supply Group (CSG) has also been active in ex-
panding its service region with its acquisition of Carter Works in 

June and Gerdau Construction Products in May. The acquisitions 
expands CSG’s footprint to 72 branches across the US. Both 
companies will continue to seek further additions to their con-
struction distribution businesses. 

The outlook for deals in 2018 in the Building Products & Materi-
als sub-sector is expected to remain strong. Industry revenues 
are expected to grow by 4% in 2018. This growth is fueled by 
positive underlying indicators. The Institute for Supply Manage-
ment reported that its Purchasing Managers Index (PMI) for 
December 2017 was 59.3. A reading above 50 indicates expan-
sion. The average for the last twelve months has been 57.7. In 
addition, housing starts remain strong as the National Associa-
tion of Home Builders forecasts 5% growth in 2018. Strong capi-
tal markets should provide ample equity and debt financing for 
additional transactions. These macro factors create a backdrop 
that should support sustained deal activity in 2018.  

SPECIALTY DISTRIBUTION    

Sub-Sector Profile: Building Products & Materials Distribution 

Active Building Products & Material Distribution Buyers 

 

8/24/2017 
5/1/2017 
3/1/2017 
1/3/2017 
12/16/2016 

Date of Investment Select Strategic Buyers Acquisition Activity 

12/19/2017 
12/6/2017 

• Thomas Pipe & Supply Company, Inc. 
• Tacoma Electric Supply, Inc. 

8/1/2017 

1/24/2017 

• Neff Corporation, Inc. 

• NES Rentals, Inc. 

Select Financial Buyers with Holdings 

• Allied Building Products Corporation 
• Lowry’s, Inc. 
• Acme Building Materials, Inc. 
• American Building & Roofing, Inc. 
• BJ Building Material Supply Company, Inc. 

12/14/2017 
11/10/2017 
8/1/2017 
6/29/17 

Date of Investment Acquisition Activity 

6/20/2017 

3/3/2017 

12/30/2016 

11/1/2016 

11/1/2016 

• Carter Waters, Inc. 

• Gerdau Construction Products, Inc. (5 locations) 

• Stetson Building Products, Inc. 

• Border Construction Specialties, Inc. 

• Brock White, Inc. 

• Venture Roofing & Building Supply, Inc. 
• Willoughby Supply, Inc. 
• National Building Supply, Inc. 
• SG Wholesale Roofing Supplies, Inc. 
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Distributors are increasingly turning to technology to improve 
their operations. Warehouse management software, automa-
tion and robotics are changing the way distributors operate.  

In order to remain competitive, distributors need to enhance 
their digital capabilities. Ian Heller at Modern Distribution Man-
agement points out that many business leaders remain skeptical 
about the benefits of adding digital capabilities and as a result 
are not adopting digital tools for marketing and selling. In an 
age when Amazon is disrupting traditional industries, this move 
could prove disastrous. Heller points out that “glacial change 
won’t help you confront agile rivals.” 

Distributors will need to think differently about software. New 
software pushes the bounds of understanding beyond moving 
from Microsoft Excel to a cloud based system. New warehouse 
management software seeks to create a linked ecosystem of 
people, processes and equipment. When linked, the software 
enables fulfilment optimization and drives speed throughout 
the facility. 

Emerging robotics technologies will also drive increased efficien-
cy. As technology costs fall and labor costs rise, this creates the 
environment for automation to accelerate. Material moving 
bots, self-driving lifts & vehicles are presently widely available 
for sale. These technologies are reducing travel times and find-
ing the best way to handle materials. 

The combination of software and technology is opening up a 
new frontier for efficiency in modern distribution centers. Bor-
rowing from the Oscar winning film, The Shawshank Redemp-
tion, Heller’s message to distributors is simple, “Get busy digitiz-
ing or get busy dying.” 

 

Select Industry  Quotes 

 

Emerging Technologies Impacting Distributors 
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Source: Modern Distribution Management, Fortna, News Releases  

“E-commerce customer expectations continue to in-
crease the need for speed, accuracy, and efficiency. 
The list of suppliers that offer this generation of ro-
botic technologies is growing rapidly.” 

- Fortna 

“Get busy digitizing or get busy dying.” 

- Ian Heller, Modern Distribution Management 

“The stock market is betting [Amazon] will continue 
to win. Distribution companies need to recognize 
that the world has dramatically changed and it’s 
time they became digitally swift and strong too.  

- Ian Heller, Modern Distribution Management 
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Top Trends for 2018 (Modern Distribution Management) 

Distributors saw 2017 as another strong year for sales and 2018 is projected to continue that trend, but the outlook beyond 2018, is 

less certain. Modern Distribution Management analyzed 6 trends that will impact distributors in 2018. These trends include the po-

tential for an economic downturn, continued digital transformation and increased competition. Distributors will continue to evolve 

their business models by adding digital capabilities to differentiate their value. Competition is not only coming from Amazon, but also 

from big-box stores and national distributors who are taking a more aggressive approach to industry consolidation. 

Read the full article here. 

 

Tax Law Presents Opportunities for Manufacturers and Distributors (Industrial Distribution) 

Just before year end 2017, Congress passed the most comprehensive tax reform package in over 30 years. The new provisions will 

have an impact on distributors. It will be important for distributors to work with their tax advisors to understand their business im-

pact. The largest change in the tax code is the reduction in the top corporate tax rate from 35 percent to 21 percent. The law also 

allows pass through entities to take a 20 percent deduction for “qualified business income.” The new law addresses many other top-

ics including expenses and inventory, that should be favorable for distributors. 

Read the full article here. 

 

How Digital Disruption is Fueling Distribution M&A (Modern Distribution Management) 

Digital disruption is fueling M&A activity among distributors. As experienced operators are replaced by younger, more tech savvy 

decision makers, the use of data and analytics is giving rise to industry disruption. The increased disruption is causing uncertainty 

across the industry, which is peaking owners’ interest in selling their businesses. As high profit products are lost to the likes of Ama-

zon, the industry will continue to see consolidation through M&A activity. 

Read the full article here. 

 

When Good Distributors Do Bad Branding (Modern Distribution Management) 

Branding agencies may seem to present a path to sales growth, but distributors should not fall for “hollow promises.” During the 

2017 Super Bowl, 84 Lumber paid for a $5 million advertisement created by a brand agency that ultimately cost a great deal more. 

The ad, developed by an outside agency sought to appeal to consumer emotions on immigration. In reality, the ad sparked a strong 

negative reaction from 84 Lumber’s customers, many of whom cancelled existing orders. Branding agencies attempt to sell their ser-

vices to enhance a company’s appeal, but often fail to appreciate the values of existing customers. 

Read the full article here. 

 

US Construction Spending Flat as Commercial Building Falls (Industrial Distribution) 

Per the Commerce Department, spending on construction projects was unchanged in January, as a result of a sharp fall in commer-

cial real estate building. Construction of single family homes rose slightly, while spending on highway and road building rose 4.4%. 

Read the full article here.  
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https://www.mdm.com/articles/38146-top-trends-for-2018?page=2&utm_campaign=121581875&utm_content=3508062435&utm_medium=email&utm_source=Real+Magnet&utm_term=1-15-2018-NS-Letter-Outlook
https://www.inddist.com/article/2018/01/tax-law-presents-opportunities-manufacturers-distributors
https://www.mdm.com/blogs/6-mergers-acquisitions/post/38156-how-digital-disruption-is-fueling-distribution-ma
https://www.mdm.com/articles/38355-when-good-distributors-do-bad-branding?page=1
https://www.inddist.com/news/2018/03/us-construction-spending-flat-commercial-building-falls


Source: CapIQ, public trading data as of February 23, 2018 

 

Representative EdgePoint Specialty Distribution Transactions 

 

EdgePoint | 2000 Auburn Drive, Suite 330 | Beachwood, OH 44122 | (800) 217-7139 | www.edgepoint.com 

EdgePoint is an independent, advisory-focused, 

investment banking firm serving the middle market.  

Public Company Comparisons Trading Multiples 
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 Sell-Side Advisory 

Lake Erie Abrasive & Tool  
has sold to 

Motion Industries 

 

Sell-Side Advisory 

E.J. Thomas Company and 
AristoCraft Supply 

have sold to 
Strength Capital Partners 

 

Sell-Side Advisory 

Mobile Air, Inc. 
has sold to 

Tioga Air Heaters 

 Sell-Side Advisory 

Waco International 
Corporation 
has sold to 

Longroad Asset 
Management LLC 

 

Sell-Side Advisory 

S.G. Morris Company  
has sold to 

Applied Industrial 
Technologies  

 

Sell-Side Advisory 

Motor City Fastener, Inc. 
has sold to 
Kian Capital 

 Sell-Side Advisory 

Dixie Bearing, Inc. 
Aviation Division 

has sold to 
Aviation Sales Company 

 

Sell-Side Advisory 

Day Motor Sports 
has sold to 

Gen Cap America 

 

Sell-Side Advisory 

Puritan Products 
has sold to 

Zabel Capital 

Source: CapIQ, public trading data as of February 23, 2018 

 

Sell-Side Advisory 

Edge Entertainment 
Distribution 
has sold to 

Alliance Entertainment 
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