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The U.S. economy keeps humming despite numerous headwinds, including 
interest rate increases, inflationary pressures, reduced government stimulus 
payments, labor shortages, supply-chain hurdles, wavering public equity 
markets, and global conflicts.  A bright spot is that the escalation of freight 
and labor costs related to imported goods seems to be slowing (our ensuing 
guest article by RSM explores the prospect of more production returning to 
the U.S.).  We will find out whether the significant household and corporate 
cash, sustained demand for products, and return to post-Covid normalcy will 
be enough to keep the economic party going past the proverbial midnight.

❖ U.S. GDP grew at a 6.9% seasonally-adjusted annual rate in Q4 2021, a 
meaningful acceleration from the 2.3% rate seen in Q3, driven by private 
sector inventory investment, strong consumer activity as reflected in 
personal consumption expenditures, and business spending1

▪ The U.S. accounts for almost nine-tenths of the roughly 22% surge in 
demand for durable goods among major advanced economies since the end 
of 20192

❖ In response to the swift onset of inflation in the U.S., which hit 7.0% in 
December relative to the year-earlier period—the highest figure since 
1982 (until January 2022, that is!)—Fed officials agreed to begin raising 
interest rates, with the first hike set to occur in March3

▪ The FOMC indicated that it will continue to reduce the monthly pace of net 
asset purchases, bringing them to an end in early March3

▪ Some Wall Street firms are predicting as many as seven interest rate hikes 
in 2022, one for each of the remaining FOMC meetings; this would result in 
a Federal funds rate of 1.75% to 2.0% by year-end4

❖ In December, 49% of small businesses said they planned to raise prices in 
Q1 2022, an indication that inflation may prove difficult to rein in5

Economic Overview

U.S. Consumer Spending (Annualized)1
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❖ Only 23% to 34% of PPP dollars went directly to workers who would 
otherwise have lost jobs; the balance flowed to business owners, 
creditors, and suppliers of PPP-receiving firms6

❖ The U.S. unemployment rate declined to a post-pandemic low of 3.9% at 
the end of Q4 2021, as compared to 4.8% at the end of Q37

▪ The number of unemployed persons in the U.S. dropped to 6.3M, only 
600,000 above the figure in February 2020, the month before the onset of 
the pandemic (with Tom Brady set to join the next count!)

❖ In 2021, the ports of Los Angeles and Long Beach combined handled the 
equivalent of 10.1 million containers, a 12% increase compared to the 
previous record set in 20188

▪ The queue of vessels waiting to enter the port complex reached a record 
109 ships in early January 2022 before falling to 78 ships on February 8th9

▪ Trucking companies in the U.S. suffered a record deficit of 80,000 drivers in 
2021, leading to substantial disruption, which is understandable given that 
trucks move 72% of American freight10

▪ Based on data from hundreds of logistical providers across 12 global trade 
lanes, container rates began to ease in Q4, down 16.3% at year-end from 
the peak hit in mid-September11

❖ The U.S. consumer confidence index increased slightly in Q4, finishing the 
year at 115.2, up from 111.6 at the end of September, as concerns about 
the Omicron variant, inflation, and supply-chain issues were balanced by 
favorable short-term growth prospects and elevated consumer spending12

▪ Consumer durables consumption is 18% above pre-Covid levels, down from 
the 35% peak in March 202113

❖ Business Roundtable’s CEO Economic Outlook Survey, a composite index 
of CEO expectations for capital spending, hiring, and sales over the next 
six months, rose to a record 123.5 in Q4 2021, up from 114.0 in Q314

11. Freightos
12. The Conference 

Board

5. National Federation of 
Independent Business

6. National Bureau of 
Economic Research

7. Bureau of Labor Statistics

8. Los Angeles and Long Beach Port Data
9. Marine Exchange of Southern California
10. American Trucking Associations

13. Flexport
14. Business Roundtable
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The global M&A market remains robust, with the Q4 activity in the U.S. 
having been boosted by sellers seeking to get ahead of potential capital 
gains tax increases and more intense regulatory scrutiny in 2022.  Many 
of the companies in sectors that benefited profitwise from the pandemic 
took advantage of their inflated cash balances to make acquisitions.  
Continued high cash balances and the thirst for greater size and 
economies of scale will continue to drive deal flow.

❖ The economic resurgence paved the way for a record-setting M&A 
environment in North America in 2021, with 18,539 deals worth a 
combined $2.8T, trouncing the previous record set in 20181

▪ Q4 was no exception to the overall trend, outpacing the year-earlier period 
by 42.1% in deal value and 29.6% in deal count

▪ Strong stock prices, low borrowing costs, and a positive economic outlook—
inflation notwithstanding—spurred buyers to aggressively hunt for deals

▪ The potential for tax law changes also pushed sellers to accelerate their sale 
processes, pushing to close deals by year-end

▪ While U.S. interest rate hikes could increase the cost of capital and put a 
damper on the bull run in public markets, thereby reducing firms’ buying 
power, the impact alone is not expected to reverse the positive M&A trend

▪ The global videogame industry in particular has been riding a wave of con-
solidation and investing in recent years; spending on M&A nearly tripled to 
$26.2B in 2021, up from $8.9B in 2020, and VC deals nearly doubled to a 
record $11.2B, up from $6.4B

Mergers and Acquisitions

1. Pitchbook
2. S&P Capital IQ
3. FactSet
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❖ Global M&A activity thrived in 2021, setting records across industries, 
sizes, transaction types, and geographies; 38,231 deals were completed 
for a combined total of $5.0T1

▪ The rebound endured through most of the year, despite several new Covid 
variants popping up; vaccinations and transitioning from a pandemic to an 
endemic mindset offer a more stable outlook, which is bullish for deal flow

❖ The median U.S. middle-market M&A EV/EBITDA multiple in Q4 2021 
for deals between $1M and $500M was 8.0x, a sizeable drop from the 
9.7x multiple in Q33,4

▪ The decline is attributable to increased caution due to the Omicron variant 
and higher-interest-rate environment, a glut of sellers aiming to beat tax 
rate hikes, a jump in contingent consideration whose value is not captured 
in closing multiples, and a lower proportion of higher-multiple tech deals

❖ M&A-related leveraged loan issuance 
soared to a new high of $330B in 
2021, above the previous record of 
$275B set in 20182

❖ S&P 500 company cash holdings, 
excluding financial institutions and 
utilities, remain elevated at just under 
$2.0T, slightly below the all-time high 
reached in the year-earlier period, 
providing strategic acquirers with 
ample capital to put to work2

4. These multiples reflect prices paid for mainly large public companies 
and do not account for smaller private company transactions that 
tend to change hands at much lower multiples
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Private equity (PE) transaction activity finished up a strong 2021 with a 
solid Q4.  PE firms capitalized on the prevailing high valuations and 
sought to avoid potentially higher taxes in 2022 by generating liquidity 
events through sales, IPOs, and dividend recapitalizations.  Those same 
firms put their money back into play by snapping up the many sellers 
also aiming to beat a tax hike and, in many cases, by using existing 
platform companies to benefit from synergies with acquired entities.  
There are higher interest rates on the horizon, but they remain relatively 
modest, and there is ample dry powder to further drive deal activity.

❖ U.S. PE investment activity had an unprecedented year, rebounding 
strongly from the economic shock of the pandemic to the tune of a 
record-shattering year, with 8,624 closed deals worth a combined $1.2T, 
significantly above the prior record set in 2019, in which 5,759 deals were 
closed worth a combined $754.9B1

▪ The impressive 2021 results benefited from deals that were pushed back in 
2020 due to Covid-related uncertainty, as well as deals pulled forward from 
2022 for tax-related reasons

▪ Q4 deal value and count set all-time quarterly records, outpacing Q4 2020 
by 52.7% and 19.4%, respectively

❖ The current inflationary environment is pushing PE firms and their due 
diligence partners to pay closer attention to labor, energy, raw materials, 
and transportation costs1

▪ Companies with the ability to pass on elevated input costs to customers, as 
well as those with strong employee retention track records or increased 
productivity with technology, are commanding a premium

Private Equity
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❖ Global PE dry powder has remained near all-time highs at $1.3T, meaning 
that acquirers will continue to aggressively seek opportunities to deploy 
their ample capital2

❖ The fervent exit environment led to record-breaking fund distributions and 
performance figures—much of this capital is expected to be redeployed 
back into the hands of private market investors1

▪ In 2021, U.S. PE firms exited 1,731 companies with an aggregate enterprise 
value of $854.3B, more than double the previous record

❖ U.S. PE fundraising continued at a torrid pace, closing 2021 with a 
combined $301.3B raised across 389 funds, second only to the $326.1B 
raised in 20191

▪ This trend is expected to continue in 2022, as many institutional investment 
funds are increasing their PE-sector allocations due to the lofty multiples 
that exist in public markets and the desire to get a piece of the strong 
returns that PE funds have posted over the past 18 months

1. PitchBook
2. Preqin
3. GF Data

❖ For PE-led transactions between 
$10M and $250M, the average 
EV/EBITDA multiple was 7.6x, 
according to the most recently 
available quarterly data3

❖ Add-on investments continue to 
drive the overall U.S. PE market, 
accounting for a record 72.7% of all 
deals in 20211
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Equity and debt capital markets remain quite active, though public 
securities market volatility has begun to curtail many IPOs and SPAC 
issuances and mergers.  Still, quality companies and offerings, especially 
those in hot sectors like fintech and foodtech, will attract interest.  And 
the quest for high returns continues to propel investors into the venture 
capital and high-yield debt markets.

Equity Markets
❖ After a remarkable run during the first three quarters of 2021, the global 

IPO volume slowed its frenetic pace in Q4; still, the number of IPOs and 
associated proceeds rose 16% and 9%, respectively, over Q4 20201

▪ In aggregate, 2021 saw 2,388 IPOs raising $453.3B, representing the most 
active year for IPOs in the past 20 years1

▪ Despite the record IPO volume, private markets have continued to grow; as 
of year-end 2021, there were 959 private companies valued at more than 
$1B, up from 513 at the end of 20202

❖ After closing out 2021 within 1.0% of its all-time high, the S&P 500 has 
experienced increased volatility through the first six weeks of 2022, 
nearly dropping into correction territory as it hit a low of 9.2% below its 
year-end value
▪ Investors’ reaction to the Fed’s plan to increase interest rates has been the 

primary driver of the volatility, with the selloff hitting high-growth 
technology companies particularly hard, as these firms are often valued 
based on earnings potential that may be many years in the future

❖ Earnings for S&P 500 companies in Q4 are on track for a fourth 
consecutive quarter of growth above 20%3

❖ The share prices of companies that listed publicly last year—IPOs, direct 
listings, and SPAC listings—were down an average of 32.6% since their 
listings through January 28, 20224

❖ U.S. startups raised $330B in 2021, nearly double 2020’s record haul of 
$167B5

▪ More tech startups crossed the $1B valuation threshold than in the 
previous five years combined, and the median amount of money raised for 
very young startups taking on their first major round of funding grew 30%6

▪ The value of startup exits—a sale or public offering—spiked to $774B in 
2021, nearly tripling the prior year’s volume5

Equity and Debt Capital Markets

❖ Investors pumped over $93B into seed- and early-stage startups in 2021, a 
record level that compares with $52B in 2020 and $30B in 20165

▪ With more money coming in—and the number of new venture-funded 
startups relatively flat—valuations have jumped; the median valuation of 
fundings in 2021 was $26M, up from $16M in 2020 and $13M in 2016

❖ The U.S. SPAC IPO market surged back to life in Q4, registering 161 
listings worth $29.2B, up from 87 listings for $17.4B in Q37

❖ In 2020, just over $100M worth of NFTs changed hands; in 2021, that 
figure rocketed up to $44.2B8

▪ Corporations are increasingly open to exploring ways to leverage NFT 
technology, particularly as a way to presell physical goods

Debt Markets

❖ For PE-led transactions between $10M and $250M, the average total 
debt/EBITDA multiple was 4.1x according to the most recently available 
data, at the upper end of the 3.9x to 4.1x range that existed pre-pandemic9

❖ As ESG investing becomes increasingly recognized, the global issuance of 
sustainable bonds, including green, social, sustainability, and sustainability-
linked bonds, is expected to surpass $1.5T in 202210

▪ The issuance of sustainable bonds is growing rapidly and taking an increasing 
share of the overall global bond market; in 2021, sustainable bonds 
accounted for 11% of total global issuance, and this figure is expected to 
increase sharply to 17% in 2022

❖ The average 10-year yields on U.S. investment-grade and high-yield debt 
remain near all-time lows, earning investors 2.9% and 5.3%, respectively10

▪ The average spread between the investment-grade and high-yield indices 
tightened by 0.5% in Q4 relative to Q3, indicating that investors are reaching 
for yield, despite the elevated risk

U.S. Venture Capital Exits by Type5
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The potential of reshoring manufacturing jobs and operations to the U.S. has 
long been a topic of conversation in the industry and among politicians, but 
such conversations have for years been largely theoretical.  The pandemic has 
boosted the visibility and potential benefits of reshoring by exposing supply-
chain fragilities, and the Biden administration has put a spotlight on this issue.  
But, for most companies, the prospect of actually moving operations back to 
the U.S. is still laden with complex considerations and nuances.

For starters, many of the factors that led to the offshoring of U.S. jobs and 
operations in the first place are still at play, such as other countries’ lower labor 
costs, investment incentives, and more lax regulations.  China, the greatest 
beneficiary of U.S. offshoring, saw its GDP surge from 6% of U.S. GDP in 1991 
to 70% by the end of 2020.  Although GDP doesn’t correlate directly with 
offshoring or reshoring, the indicator sheds some light on just how much 
growth China experienced over the same time frame that U.S. manufacturing 
jobs dropped.

The pandemic has exacerbated what was already a significant U.S. trade deficit.  
From 1992 to 2020, the U.S. averaged an annual trade deficit of $36 billion.  In 
2021, however, the deficit grew to $81 billion at year-end.  Historically, 
economic downturns and recessions tend to narrow trade deficits due to 
reduced spending, as seen in 2009.  But the current deficit was driven further 
by U.S. government stimulus payments to Americans.

Guest Article
Concept vs. Reality: Reshoring U.S. Manufacturing Operations

This trade imbalance is driven in part by wage differentials in China and other 
low-cost countries, a factor that remains a major hurdle for companies weighing 
the prospect of reshoring.  In 2019, the average hourly manufacturing wages in 
China were about $5.25 per hour, according to the latest available data from 
the Chinese Bureau of Statistics.  The comparable U.S. average manufacturing 
wage in 2019 was nearly four times that, at $21.38 per hour.  We believe the 
acute labor shortage in the U.S. will continue to apply upward pressure on 
hourly wages, making wage differentials an ongoing significant obstacle to 
reshoring.

Cost-benefit analysis

In addition to wage differentials, a major, multifaceted headwind to reshoring is 
the difficulty of unwinding global supply chains.  Complex offshore 
manufacturing clusters that took 25 to 30 years to build in lower-cost countries 
are not simple or cheap to unwind, nor is the impact of decades of offshoring 
on the labor force.

For context, the number of manufacturing employees on nonfarm payrolls in 
the U.S. has declined by about 25% since 1992, down from 16.7 million to 12.3 
million as of July 2021.  The figure bottomed out at 11.4 million in 2009, then 
gradually rose to 12.8 million employees in 2019 before the pandemic.  In 
today’s tight labor market, there isn’t enough skilled labor available to support a 
significant increase in reshoring. 

U.S. Trade Balance in Goods and Services in Billions U.S. Manufacturing Employees on Non-Farm Payrolls

Source: Bloomberg, RSM U.S., and U.S. Census Bureau Source: Bloomberg, RSM U.S., and U.S. Department of Labor
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Another factor is that reshoring as a strategy to improve supply-chain resiliency 
works against the efficiency offshoring provides.  Once supply and demand 
mismatches are stabilized and the immediate pain is over, businesses will have 
less incentive to reshore.

Many businesses that benefit from offshoring will likely use reshoring as a last 
resort and may determine the added cost and disruption of growing domestic 
operations aren’t worth the effort.  For example, cost increases in raw materials 
and transport due to Covid-19 have not yet driven significant numbers of 
companies to reshore operations.  The same goes for increases in customs 
duties and tariffs due to economic policies.  The prevailing view is that the raw 
material and transport cost increases are isolated to specific sectors and likely 
will stabilize later in the year and that current economic trade policies may not 
last indefinitely.

As the pandemic increasingly disrupted supply chains, businesses first 
responded by renegotiating contracts and accepting reduced margins, and then 
more and more by raising prices rather than reshoring in significant numbers.  
Once the supply and demand mismatches due to Covid-19 subside, we may see 
most companies go back to business as usual. 

The path forward

Given all the factors at play, actual movement around reshoring manufacturing 
operations will require significant U.S. government policy interventions, some of 
which are already in the works.

On June 8, 2021, the White House issued its 100-day review of the nation’s 
supply chains, an assessment President Biden ordered in February to address 
the nation’s overreliance on overseas manufacturing and the pandemic’s impact 
on supply chains.  The risks and vulnerabilities highlighted in the report 
underscore issues that manufacturing companies have grappled with for years 
as outsourcing has proliferated.

Concept vs. Reality: Reshoring U.S. Manufacturing Operations

The takeaway

For most companies, in the short term, reshoring will not make economic or 
competitive sense.  Governmental intervention in the form of investment and 
made-in-America mandates will drive some operations back to the U.S. but is 
unlikely to increase the number of U.S. manufacturing employees to the levels 
seen before offshoring proliferated.

Manufacturers should conduct deep assessments of their supply chains to make 
them more transparent and flexible and seek out other regions and sources for 
supply in the near term.  To address the lack of skilled labor, whenever practical, 
businesses must also rapidly harness available technological capabilities to 
increase productivity and efficiency.

By Matt Dollard, RSM US LLP, the leading provider of audit, tax, and consulting 
services to the middle market. 

About the Author:

Matt Dollar is a Director, Industrials Senior Analyst, with more than 20 years of experience 
working with global businesses in the industrials, business services, consumer products, 
technology, and life sciences spaces.  Matt leads the strategy advisory practice on RSM’s 
management consulting team, guides clients through enterprise and business unit strategy, 
and advises on conditions influencing middle-market leaders.

RSM’s purpose is to deliver the power of being understood to its clients, colleagues, and 
communities through world-class audit, tax, and consulting services focused on middle-
market businesses.  The firm’s clients are the engine of global commerce and economic 
growth. and RSM is focused on developing leading professionals and services to meet its 
clients’ evolving needs in today’s ever-changing business environment.

RSM US LLP is the U.S. member of RSM International, a global network of independent audit, 
tax, and consulting firms with 51,000 people across 123 countries.
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Aramar Capital Group, LLC

Aramar is a boutique investment bank focused on providing merger, 
acquisition, and strategic private placement services; we are unique 
among our investment banking peers in that we:

➢ Focus on middle-market transactions; these transactions are a 
priority, not a default for when larger deals are dormant

➢ Have significant transactional expertise
➢ Provide senior-level attention
➢ Have a proprietary marketing process that follows a 

comprehensive approach tailored to each buyer or investor 
candidate, rather than a typical generic approach utilizing blast 
teaser e-mails and other automated contacts

Aramar offers a highly focused set of corporate finance services to assist 
our clients in conceiving, defining, executing, and optimizing their 
objectives:

➢ Mergers and acquisitions
• Negotiated sales of closely-held companies
• Corporate and private equity firm divestitures
• Leveraged and managed buyouts
• Buy-side advisory

➢ Private placements and recapitalizations
➢ Fairness opinions, valuations, and financial advisory

Aramar focuses on providing high-quality, high-touch services to middle-
market clients

➢ Our M&A transactions range in size from approximately $10 
million to $250 million and strategic private placements range 
in size from approximately $10 million to $100 million

➢ We provide the high quality of service and substantial 
transactional experience offered by a major national 
investment bank, but to a clientele that either is too small for, 
or cannot receive, the proper level of attention from a larger 
investment bank, or would receive lesser services and 
capabilities from a business broker, consultant, or smaller 
investment bank

Aramar has assembled a unique team of professionals with a 
comprehensive and attractive mix of skills and backgrounds

➢ Significant investment banking experience, including stints at 
many other prominent financial services firms

➢ Entrepreneurial, managerial, and ownership experience that 
sets apart Aramar’s “principal” perspective from that of most 
investment banks; our team members have founded, sold, and 
merged our own companies; acquired businesses; and acted as 
officers and directors of both public and private enterprises
• As such, we can relate more closely to our clients and 

better advise them, at the same time as ensuring senior-
level investment banking attention

Differentiation Services

Clientele Team

200 Park Avenue, Suite 1700 • New York, NY 10166 • (212) 708-0700


