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Q3 2018 Industry 
Performance & Trends

Whitehorn Merchant Capital Inc.’s Engineering Services Industry Report includes performance trends and transaction activity observed in this 
sector, primarily focused on Canada and the United States. This industry is comprised of engineering services companies that operate closely 
with the energy, construction, and technology sectors. All financial data has been sourced from Capital IQ.
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Note: 2018 financial performance charts and data are based upon 2018 YTD reported results plus analysts’ consensus estimates for companies Whitehorn tracks.
 

• Gross margin forecasted for the remainder of 2018 is 11.2%, a slight increase compared to the 10.8% forecasted at the end of Q2 2018. This 
is relatively consistent compared to 2017’s gross margins.

• 2018 forecasted EBITDA margin is 6.0%, which is similar to 2017’s margin level. These levels are considerably lower compared to the EBITDA 
margins experienced between 2014 and 2016.

• As activity levels continues to pick up, the industry is expected to experience a double digit revenue growth of 11.4% in 2018, revised higher 
from the 9.2% forecasted at the end of Q2 2018.
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Sector Performance 
Updates & Outlooks

Whitehorn Engineering Index
Market Cap Price Price ∆ 52-week EBITDA

As of September 28, 2018 Ticker (in $ millions) ($/share) YTD High ($) Low ($) EV/EBITDA Margin

Jacobs Engineering Group Inc. nyse:jec $14,033 $98.89 18% $100.71 $71.37 13.0x 6.5%

SNC-Lavalin Group Inc. tsx:snc $9,246 $52.67 -7% $61.54 $50.87 12.0x 9.4%

WSP Global Inc. tsx:wsp $7,360 $70.69 19% $75.42 $51.32 15.0x 3.3%

Tetra Tech, Inc. nasdaq:ttek $4,885 $88.29 46% $93.33 $57.72 15.8x 9.9%

Stantec Inc. tsx:stn $3,659 $32.13 -9% $37.13 $30.97 13.0x 7.0%

Arcadis NV enxtam:arcad $1,897 $21.64 -24% $30.13 $20.65 8.3x 9.4%

NV5 Global, Inc. nasdaq:nvee $1,411 $112.07 68% $119.89 $51.71 23.2x 7.5%

RPS Group plc lse:rps $811 $3.71 -21% $5.19 $3.61 8.7x 9.7%

Costain Group PLC lse:cost $748 $7.03 -10% $8.33 $6.59 6.7x 11.4%

Average    9%   14.6x 7.7%

Whitehorn has constructed two engineering-focused indexes and has tracked the performance of each over a number of years. The Whitehorn 
Engineering Index includes professional engineering consulting firms, whereas the Engineering-Related Services Index includes companies that 
specialize in related services, including procurement and construction management.

Engineering-Related Services Index
Market Cap Price Price ∆ 52-week EBITDA

As of September 28, 2018 Ticker (in $ millions) ($/share) YTD High ($) Low ($) EV/EBITDA Margin

Fluor Corporation nyse:flr $10,561 $75.10 15% $80.26 $54.25 10.4x 3.9%

Argan, Inc. nyse:acm $7,344 $46.59 -6% $49.54 $37.81 11.3x 4.5%

AECOM nyse:acm $6,788 $42.22 -11% $51.58 $40.01 11.1x 3.8%

Babcock International Group PLC lse:bab $6,151 $12.19 0% $14.64 $10.19 8.2x 12.0%

WorleyParsons Limited asx:wor $5,240 $19.12 36% $19.76 $12.49 19.5x 6.5%

MasTec, Inc. nyse:mtz $4,546 $57.72 -8% $71.77 $51.48 9.1x 8.4%

KBR, Inc. nyse:kbr $3,843 $27.31 10% $28.04 $18.61 nm 10.5%

Dycom Industries, Inc. nyse:dy $3,416 $109.36 -22% $160.28 $86.80 14.2x 8.4%

Primoris Services Corporation nasdaq:prim $1,654 $32.08 -7% $38.55 $30.52 9.9x 8.0%

Keller Group plc lse:klr $1,187 $16.49 19% $16.73 $13.39 6.3x 7.3%

IBI Group Inc. tsx:ibg $141 $4.53 -44% $9.00 $4.42 7.3x 6.5%

Average    -2%   10.7x 7.3%

Overview - Key Takeaways
• The Whitehorn Engineering Index experienced a YTD return of 9%, compared to 6% at the end of Q2 2018. This was primarily driven by NV5 Global, 

Inc.’s (NASDAQCM:NVEE) 68% YTD return. The Company’s Q2 2018 revenue was US$104.02 million, a 24% increase compared to Q2 2017’s 
revenue of US$83.74 million. Furthermore, the Company successfully surpassed analysts’ consensus EPS estimates for four consecutive quarters. 

• The Engineering-related Services Index experienced a negative YTD return of 2%, compared to a positive 2% at the end of Q2 2018. The index’s 
constituent, Canadian based IBI Group Inc. (TSX:IBG) has seen its share price decrease by 44% YTD. As the Company is relatively smaller compared to 
the other constituents within the index, it is expected to continue exhibiting higher volatility than its peers.

• The average EV/EBITDA multiples for the Whitehorn Engineering Index is 14.6x, compared to 12.8x at the end of Q2 2018. The average is skewed 
higher due to the increase in NV5 Global, Inc.’s multiple to 23.2x. By excluding NV5 Global, Inc., the average EV/EBITDA multiple is 12.9x.
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Q3 2018 Key Highlights

Quarter in Review

• Canada, the US and Mexico have reached an agreement and the 
25-year-old NAFTA has been replaced with the new United States- 
Mexico-Canada Agreement (USMCA).

• LNG Canada project announced its final investment; the project is 
to begin construction immediately.

• US Federal Reserve raised interest rates, says more hikes coming.

Tariff Impact Since May

• In August Liberals announced $863 million in aid to mitigate the 
impact of US tariffs on companies and the agriculture sector.

• Canada has received $300 million in duties due to retaliatory 
tariffs it imposed on US.

• Canadian steelmaker Stelco Holdings estimates tariffs have cost 
them $11 million in the second quarter of 2018.

USMCA

The US, Canada and Mexico finally reached a consensus on 
September 30 and the three nations struck a deal on trade, 
announcing a revised NAFTA, now known as the United States-
Mexico-Canada Agreement (USMCA). The terms, which all countries 
have said are agreeable are highlighted below:

Other Highlights

• Improved access to Canada’s dairy market for US farmers.

• Stronger intellectual property provisions.

• Tighter rules of origin for auto production – Steel and aluminum 
tariffs imposed by the US earlier this year are to remain in effect. 
There is no update or timeline as of yet regarding when these 
will be lifted. However, USMCA creates limited carve-outs for 
both Canada and Mexico. All auto industries are unlikely to be 
significantly affected.

• Canada agreed to raise the threshold for applying duties to cross-
border purchases, a key demand from the US. Canada’s new so-
called ‘de minimis’ level will be $150 for customs duties, up from 
the current $20, and $40 for sales taxes.

Auto

• Protection for both Canada and Mexico.

• Auto tariffs are non-existent unless exports top 2.6 million units 
annually, which represents current export volume (1.8 million units 
annually) plus at least 40 per cent growth.

• 75 per cent of car contents to originate from the US and Mexico, 
up from current 62.5 per cent.

• 40 per cent of cars to come from workers whose pay averages 
more than US$16 per hour.

Dispute Resolution

• NAFTA had three kinds of dispute settlement systems.

• Two will remain in USMCA, basically unchanged but renamed.

• Chapter 20 – State-to-state dispute settlement.

• Chapter 19 – Dispute settlement agreement mechanism, which 
Canada was fighting strongly for. The US felt this undermined the 
autonomy of their courts, as it called on a panel of representatives 

Chinese Sunset Clause

• If a USMCA signatory enters free trade negotiations with a “non-
market country” it must notify other USMCA partners in advance, 
must let those partners review the new deal’s text in advance, and 
it allows those other countries to serve six months’ notice that they 
plan to exit the USMCA.

• This basically means that should Ottawa have ambitions to secure 
a trade pact with China, for instance, it would have to pass the 
approval of Washington.

• Blayne Haggar, a political scientist at Brock University 
explains that “It’s hard to read this as anything but a way to 
further lock Canada and Mexico into the US orbit, restricting 
their ability to counterbalance against overwhelming American 
economic influence.”

Sunset Clause

• USMCA runs out after 16 years.

• The US was pushing for a five-year expiry date, but Canada and 
Mexico wished for more stability.

• Six years from now, the three member countries will review the deal 
and have the option to extend it beyond that term.

• The long process of agreeing to the terms of the new USMCA could 
be repeated all over again in six years’ time, and US President 
Donald Trump could potentially still be in office then if he were to 
be re-elected.

from each country involved in a dispute instead of the country 
filing the dispute resolving it within their own court system. Trudeau 
felt the panel was the only fair way to resolve disputes. Canadian 
lumber companies often use Chapter 19 to remove blocks on their 
exports to the US.

• Chapter 11 – Investor-state dispute settlement. This has been phased 
out between the US and Canada, but remains for Oil & Gas, 
infrastructure and telecommunications between the US and Mexico.
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Transaction Value

At Whitehorn we maintain regular contact with key strategic 
engineering buyers and financiers from North America and around 
the world. We have highlighted one such opportunity for owners 
of engineering firms in Western Canada to consider for their own 
succession and growth plans.

A multi-disciplinary employee-owned Western Canadian engineering 
firm is seeking to strengthen engineering capability and to expand 
geographically. The Company has decades of operating history, 
offering a full range of engineering and support services in the 
following sectors: municipal, water, and building services from multiple 
offices across Western Canada. The Company has a strong employee 
culture and a team of over 200 personnel. 
 
The Company offers the highest level of service to a wide range 
of clients in urban and rural municipalities, provincial & federal 
governments, private industry, first nations, oil & gas, water & 
wastewater, and land development.
 
The Company is well capitalized and has a proven history of strong 
operational and financial performance.

Characteristics: 
• Profitable engineering firms with a proven track record and strong 

industry reputation.
• Sector focus: municipal, water, building services (structural, 

mechanical, electrical, etc.).
• Established client relationships and employee base.

Locations of Interest: 

• Western Canada 

Structure of Acquisition: 

• Majority/Full ownership 
 
If you are considering a sale of business or transaction in line with 
the above characteristics and parameters, please contact Whitehorn 
for further information and to learn how we can walk you through the 
process to ensure your success.

Growth and Value Maximizing through 
Mergers and Acquisitions
The larger the engineering firm, the more likely they have completed 
acquisitions or a merger. As organic growth slows or stalls, many 
leaders of engineering firms begin to consider the benefits of adding 
additional expertise, customers, or geographic reach through a 
transaction.

Transaction volume in the engineering sector is driven in part by 
the premiums paid for larger engineering firms. Simply put, larger 
engineering firms usually command higher multiples than their smaller 
counterparts. Larger firms are also more saleable as many buyers 
have minimum thresholds, particularly higher paying US-based or 
international buyers seeking platform acquisitions in Canada. Firms can 
also realize other synergistic benefits like cost savings and cross selling 
through a transaction. It’s no wonder that the leading publicly-traded 
engineering firms have completed hundreds of acquisitions throughout 
their histories. Each small engineering firm they acquire for a fraction of 
their own valuation becomes more valuable once it is absorbed into the 
larger entity, which can be trading at 12-15x EBITDA.

Target Description

Current M&A Opportunities for Liquidity 
Seeking Owners

Understand our client’s
business, transaction
objectives & criteria.

Build a database of 
all  potential acquisition

targets which meet client’s 
size, location, profitability 

& culture criteria.

Contact prospects,
open dialogue, request

basic financial and
business information.

If prospect is a fit,
conduct further due

diligence and arrange
meetings between client 

and potential target.

Determine with
our client whether
to draft a letter of

intent or expression
of interest.

Work with our
client to successfully

close transaction.

Compared to a passive acquisitions strategy, our clients see significantly 
more potential transactions, the whole process is greatly expedited, and 
they are more likely to close a deal. Only a fraction of firms that are 
interested in selling are actively marketing their company. Our approach 
enables us to get our clients one on one with potential targets, before 
they go to market and hire professional representation, which can 
result in a better price or superior deal terms. If needed, we can even 
raise capital to fund an acquisition. One of the biggest benefits to our 
clients is that they are able to focus on their business. We try to minimize 
our clients’ time and expense by screening prospects and advancing 
multiple transaction opportunities simultaneously.

If you are interested in learning more about Whitehorn’s acquisitions 
services, we would be pleased to meet with you.

Whitehorn Acquisition Process
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North American  
Engineering M&A Activity
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Quarterly M&A Profile
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Q3 vs. Q2 2018
• Comparing quarter to quarter, there were 19 M&A transactions in Q3 2018, relatively consistent compared to 18 transactions tracked in Q2 

2018. The number of transactions tracked within the sector in Q3 2017 were 21.

• The total disclosed transaction value in Q3 2018 was $643.3 million, compared to $194.9 million tracked in Q2 2018 and the $16.0 billion 
tracked in Q3 2017.

• The majority of the disclosed transaction value is made up of WSP Global Inc.’s (TSX:WSP) acquisition of Berger Group Holdings, Inc. for 
$520.2 million on July 30th, 2018. This transaction fetched a EBITDA multiple of 8.9x, according to Capital IQ.
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The forecasted EV/EBITDA multiple in 2018 for publicly traded 
engineering companies tracked is 11.5x, revised slightly lower from the 
11.8x at the end of Q2 2018. This is fairly consistent compared to 11.6x 
in 2017, and is an increase from the low years between 2014 and 2016.
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Recent North American 
Engineering Transactions

The table below summarizes a selection of recently closed and announced transactions in the Engineering sector involving  companies in North America 
that are active in mergers and acquisitions. Transactions this quarter include expansions into new geographies and to increase service areas.

Date Acquirer Acquirer Location Target Target Location

September, 2018 CE Power Solutions, LLC Cincinnati, OH Power Grid Engineering, LLC Lake Mary, FL

Merging of power systems design company specializing in engineering design and consultation with revenue of USD $33.5 million to 
form Qualus Power Services Corp.

August, 2018
Honeywell International Inc. 
(NYSE:HON)

Morris Plains, NJ Ortloff Engineers, Ltd. Midland, TX

Acquisition of consulting/engineering services provider for process plant contractors and operators in the energy industry.

August, 2018 Stantec Inc. (TSX:STN) Edmonton, AB True Grit Engineering Ltd. Sioux Lookout, ON

Acquisition of infrastructure engineering, project management and planning and environmental services provider to strengthen presence in 
northern Ontario.

August, 2018
NV5 Global Inc. 
(NASDAQCM:NVEE)

Hollywood, FL CALVX Engineers & Consultants Inc. Raleigh, NC

USD $36 million acquisition of 200 employee infrastructure and transportation firm to expand service offerings and to increase 
geographical footprint in the Southeast US.

August, 2018 Stantec Inc. (TSX:STN) Edmonton, AB Peter Brett Associates LLP Reading, UK

Acquisition of development and infrastructure consultancy services provider in the areas of buildings, civil engineering, environment, and 
transport.

August, 2018 HDR, Inc. Omaha, NE David Ford Consulting Engineers, Inc. Sacramento, CA

Acquisition of water resources engineering services provider to expand its water resource services operations.

July, 2018 WSP Global Inc. (TSX:WSP) Montreal, QC Berger Group Holdings Inc. Morristown, NJ

$400 million acquisition  of provider of infrastructure engineering, environmental science, economic development consultancy services in 
the US and internationally.

July, 2018 Halff Associates, Inc. Richardson, TX Marlar Engineering Company, Inc. Little Rock, AR

Acquisition of engineering consultancy services provider for civil engineering, water and wastewater and geographic information system 
(GIS) mapping to increase service offerings and to add engineering expertise.

July, 2018 Hillcore Group Toronto, ON Panels and Pipes Inc. Timmins, ON

Acquisition of controlling interest in industrial engineered scaffolding and mechanical insulating contractor, with potential synergies with 
Hillcore’s existing industrial group.



Whitehorn Merchant Capital is an independent, Western Canadian financial advisory firm 
that provides business owners and management teams with capital raising, acquisition, and 
sale of business transaction solutions.

Contact Whitehorn today for expert advice on accessing capital, 
planning for business growth, and addressing business succession. 
We look forward to helping you reach the achievement of your goals.

Whitehorn Merchant Capital Inc.
Suite 270, 333 - 24 Avenue SW 
Calgary, Alberta  T2S 3E6 
403-718-9860 | www.whitehorncapital.com

The Whitehorn Advantage

Whitehorn’s senior professionals will lead your transaction 
from initiation to closing. We will support you and your 
transaction so you can ensure your business performs 
through closing, which is critical to obtaining an industry 
leading valuation.

Transaction Management

Whitehorn creates comprehensive, industry leading 
marketing materials which help buyers and investors 
understand your business, your competitive advantages, 
growth potential, and unique value proposition.

Marketing and Presentation

Whitehorn knows the buyers and investors in your industry. 
We know which strategic and financial parties are active in 
the market today, the transactions they’ve done, what they 
want, and what they’re willing to do.

Industry Focused Network

Maximizing your value maximizes our value. By presenting 
your business in the best way possible, to the most motivated 
buyers and investors, we will add significant value to your 
transaction.

Maximizing Value

Our Services

Whatever milestone transaction you are considering, Whitehorn’s leaders can guide you through the 
process. We have the network in your industry and the experience to implement a tailored, effective 
strategy for you and your business.

Financing AcquisitionsSale of Business Management Buyout


