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As the number of mergers and 
acquisitions in Texas has more 
than doubled from 10 years 
ago, more investment bankers 
piling into the crowded market 

are elbowing their way into obscure, little-
known industries to find deals they can 
advise on while their buyers are taking on 
even more debt to get their deals done. 

The market for employee leasing 
businesses, for instance, is dominated 
by one firm in Dallas, Capital Alliance 
Partners, and specifically one banker Brad 
Buttermore. These certified professional 
employer organizations, as they’re formally 
called, handle human resources work like 
administering employee benefits, payroll and 
workers compensation. They’re critical for 
smaller companies that want to outsource the 
nitty-gritty of following employment laws 
and would rather focus on their business.

The industry didn’t officially exist, 
according to federal regulators, until a few 
years ago when Congress tucked a critical 
change into a tax extenders package signed 

by President Barack Obama allowing for 
new regulations around these companies. 

But many of them couldn’t afford the 
certifications, and 
overnight a market 
was created for bigger 
competitors and wily 
private equity investors to 
gobble them up.  

“You can just see the 
floodgates of acquisitions 
begin to occur,” 
Buttermore said.

One of those 
companies, the privately backed Resourcing 
Edge, is located in Rockwall. The company 
acquired Sequent, another professional 
employer organization out of Columbus, 
Ohio, in November. Buttermore advised 
Sequent on the deal, which will give 
Resourcing an outpost in the Midwest to 
go with its growing number of offices and 
clients elsewhere in the 
country. 

Another large 
privately backed 
professional employer 

organization, Oasis Outsourcing, acquired 
Dallas-based Staff One in December. 

“In the last six months, they’ re selling 
at a premium to historical multiples,” 
Buttermore said. 

ENERGY LEADS
The niche Buttermore and his firm have 
carved out points to how investment 
bankers are looking for room in a state 
dominated by oil and gas deals. 

There were 218 mergers and acquisitions 
in Texas last year, according to data from 
MergerMarket, about even from the year 
before. The number of deals has increased 
almost every year since the 77 completed in 
the wake of the financial crisis in 2009. 

The down year occurred in 2015 after oil 
prices took a slide, wiping out many energy 
companies that had overloaded on debt to 
harvest expensive crude. 

The lesson for investment bankers 
was telling and still lingers over the now 
booming market today. 

About two out of every three M&A deals 

TOP M&A OF 2017

There were 218 mergers and acquisitions in Texas last year, about even 
from the year before. But the market has already felt the tremors from 
this year’s wobbles on Wall Street and a return of volatility in stocks.

NUMBER OF DEALS KEPT STEADY LAST YEAR,  
BUT INVESTORS NOW BRACE FOR UNCERTAINTY

“You can  
just see the  
floodgates of 
acquisitions 
begin to  
occur.” 
BRAD BUTTERMORE, 
Managing Partner and Chief 
Financial Officer, Capital 
Alliance Partners

Brad Buttermore
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NUMBER OF DEALS KEPT STEADY LAST YEAR,  
BUT INVESTORS NOW BRACE FOR UNCERTAINTY

done in Texas last year were for energy 
companies, according to Mergermarket’s 
data, totaling about $166 billion in value. 
The next closest were consumer companies 
trading hands or merging through about 
$21 billion worth of deals. 

The market has been buoyed by oil prices 
that have stabilized above $60 a barrel for 
much of 2018 – leading to a wave of deals 

among drillers, pipeline 
builders, and energy 
investors looking to get 
back to work in the busy 
Permian fields. 

Drillers are pulling 
out so much crude there 
that a shortage of truck 
drivers has surfaced in 
West Texas to haul water 
and sand needed for the 
fracking units. Firms that 

supply this kind of labor have suddenly come 
into demand, offering yet another niche for 
creative investment bankers to get in on. 

“The next year or two look very 
good for those companies,” said Paul 
Puri, managing partner at Capital 

Alliance, who focuses on oil and gas deals. 
Most of the M&A market too, globally, is 

being focused on Texas’ basket of mid-sized 
businesses. 

Mega deals like AT&T’s bid for Time 
Warner, T-Mobile’s merger with Sprint, and 
Bayer’s acquisition of Monsanto have hit 
years-long approval and antitrust snags. Big 
corporations suddenly flush with cash from 
the Republican tax cut plan passed last 
year and dollars being brought back to the 
states from tax shelters abroad have sought 
out smaller companies to avoid the legal 
headaches from splashier deals. 

MANAGING UNCERTAINTY 
But the market has already felt the tremors 
from this year’s wobbles on Wall Street and 
a return of volatility in stocks. 

“There is some uncertainty that is injected 
into the market that’s manifesting itself into 
the volatility in the public market,” said 

Julie Silcock, Houlihan Lokey managing 

director and co-head of the firm’s practice in 
the Southwest. “It’s been unsettling as far as 
what is the price of what.”

Market analysts have noted too that more 
stock will likely be built into deal offerings 
to ensure that the valuations of these 
companies are better balanced. 

“Investors continue to be very focused on 
the risk of overpaying for assets,” JPMorgan 

Chase analysts wrote in 
a research note earlier in 
the year. 

Some investment 
bankers are still waiting 
for the rush of deals that 
was expected from the 
tax plan. Most of those 
savings are being put into 
stock buybacks, bankers 
conceded, but the outlook 
for the U.S. economy and 

the M&A market is bright in the short term, 
judging by the amount of debt buyers are 
willing to take on.

Silcock has been working on a deal in 
which a bidder is attempting to finance an 
entire acquisition for a company that has 
been in gradual decline and for a multiple 
above its value. The executives, she said, 
are that confident in the direction of the 
economy that they think they can turn the 
business around using debt alone. She met 
with a large Wall Street investment firm 
recently and was “blown away” by the size 
of their debt fund used to lend out money 
to other growing companies. 

“Texas companies are very desirable,” 
Silcock said.

Paul Puri Julie Silcock

“There is some uncertainty that is 
injected into the market that’s 
manifesting itself into the volatility 
in the public market.”
JULIE SILCOCK, Houlihan Lokey managing director

COPYRIGHT DALLAS BUSINESS JOURNAL 2018. USED BY PERMISSION.


