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M&A and Capital Markets Activity

• The M&A market is off to a strong start in 2018, characterized by steady deal 

flow and strong interest from corporate and private equity buyers across all 

metals subsectors. 

• Among the notable large cap deals include Commercial Metals Company’s 

proposed $600 million acquisition of Gerdau’s 33 U.S. rebar fabrication 

facilities, announced in January 2018, and AK Steel’s $360 million acquisition of 

Precision Partners, completed in August 2017. 

• AK Steel’s acquisition of Precision Partners headlined deal activity in 

Manufacturing, which has been particularly active as participants continue 

to pursue value-added capabilities to capture margin. The Precision Partners 

acquisition is an example of this trend, which expands AK Steel’s lightweighting 

capabilities in the automotive market, garnering a premium valuation at 

approximately 7x adjusted 2017 EBITDA. Park-Ohio’s acquisition of Canton 

Drop Forge, closed in February 2018, will increase its presence in the global 

aerospace market.

• Service centers continue to be acquisitive in pursuit of service line and 

geographic expansion. Russel Metals and Samuel, Son & Co. each completed 

bolt-on acquisitions during the last 12 months, including recently announced 

deals in 2018. Samuel, Son’s acquisition of Metal Spinners this January expands 

its value-added capabilities and reach in the global aerospace market. 

• Private equity firms have been aggressive buyers of metals businesses. 

Speyside Equity was the most active, completing four platform buys in 2017. 

Shorehill Capital, Mill Point Capital, CORE Industrial Partners, and MavenHill 

Capital were among the sponsors to announce new platforms over the last 12 

months. 

• The credit markets remain liquid. Lenders are aggressively competing for high 

quality assets which are commanding healthy leverage levels in the current 

environment. Leverage tolerance is dependent on company performance and 

liquidity with senior leverage, on average, below 2x and total leverage capping 

at around 3x - 3.5x.  

Public Equity Markets
• Volatility in the public equity markets has persisted over inflation and trade war 

fears sending broad market indices on a rollercoaster ride. The S&P 500 and 

DJIA have seen material swings following February market lows; Section 232 

tariffs have escalated uncertainty sending indices into negative territory with 

year-to-date returns of -4.66 percent and -5.59 percent*, respectively. 

• Metals stocks have retreated with composite indices underperforming the 

market over the same period.         
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Operating Highlights
• The manufacturing sector continues to expand, supported by positive readings 

in the PMI Index. The March reading of 59.3 marked 21 consecutive months of 

growth. The overall economy grew for the 107th consecutive month. Stronger 

economic growth is forecasted in 2018, according to the Q1 2018 Survey of 

Professional Forecasters, which predicts real GDP growing 2.8 percent in 2018—

an increase from 2.5 percent in a previous forecast. U.S. tax reform is expected 

to be stimulative to capital investment and M&A activity. 

• Product demand will hinge on the automotive and nonresidential construction 

markets. 

• U.S. light vehicle sales declined in 2017 to 17.2 million units after reaching a record 

17.5 million units in 2016. U.S. automotive production is expected to plateau with 

industry forecasts predicting a leveling of sales at or near 17 million units through 

2022. 

• Nonresidential construction spending totaled $732.8 billion in February—up  

1.3 percent year over year. February spending is flat compared to  

$732.4 billion recorded in January. Spending had been on a positive trajectory 

since March. Trends in the Architectural Billings Index (ABI) suggest 

continued positive momentum in construction growth. The index 

registered 52.0 this February, marking a reading above 50 (denotes an 

increase in billings) for eleven of the past twelve months. In January, the 

ABI index registered 54.7—the highest reading since January 2017. 

• The oil and gas industry has shown some recovery, supported by positive 

trends in rig count and oil prices. The U.S. rig count is up 25 percent, according 

to Baker Hughes, which reported an average rig count of 989 in March 2018, 

which compares to 789 in March 2017. Gains align with higher spending by E&P 

companies amid the price recovery. The U.S. Energy Information Administration 

is forecasting Brent crude oil prices to average $63/b in 2018 and 2019, up from 

an average of $54/b in 2017. 

• Year-to-date domestic steel production through April* was 24.4 million net tons, 

up 1.3 percent from the same period a year ago, at a capacity utilization rate of 

75.5 percent (up from 74.4 percent). February shipments of 7.526 million net 

tons were down 1.5 percent from 7.636 million net tons a year ago. Year-to-date 

shipments through February of 15.162 million net tons represents an increase of 

1.5 percent from the same period last year. 

• *As of April 7, 2018

• The Section 232 signing in early March has received mixed reception. U.S. steel 

and aluminum producers applauded the move citing global overcapacity and 

surging imports which have hurt domestic producers. In 2017, finished steel 

imports were 29.6 million net tons—up 12.2 percent from 2016. Canada, Brazil, 

and South Korea were the largest exporters of steel to the U.S. in 2017.  
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• In his statement of support, Nucor CEO John Ferriola called the surge in imports “a 

chronic problem” contributing to the “prolonged downturn in the U.S. steel industry”. 

Ferriola cited overcapacity plaguing the global steel industry, identifying China as a 

primary source, contributing about half to the more than 800 million tons in excess 

production capacity. 

• U.S. Steel CEO David Burritt, commented: “For far too long, steel imports have been 

allowed to undermine America’s steel strength. Our national security is only as strong 

as American steel. President Trump’s action will begin to level the playing field for 

the security and manufacturing strength of the United States.” This March, U.S. 

Steel announced plans to restart a blast furnace at its Granite City, Illinois location in 

anticipation of increased demand resulting from the import restrictions. The furnace 

had been idle since December 2015.  

• Trump’s plan initially stipulated exemptions for Canada and Mexico. Additional 

strategic allies, including the European Union, Argentina, Australia, Brazil, and 

South Korea, were subsequently reprieved and granted relief from the blanket 

tariffs. The proposed tariffs have sparked concern of retaliatory action in the form 

of reduced U.S. investment and tariffs that would be harmful to other U.S. industries. 

• Manufacturing industry executives expressed opposition, pointing to higher input 

costs and prices for consumers, ultimately putting U.S. companies at a competitive 

disadvantage. “These proposed tariffs on steel and aluminum imports couldn’t come 

at a worse time,” Cody Lusk, CEO of the American International Automobile Dealers 

Association, said in a statement. “Auto sales have flattened in recent months, and 

manufacturers are not prepared to absorb a sharp increase in the cost to build cars 

and trucks in America.”

• In late March, Congress passed a new $1.3 trillion spending package, allocating 

$21.2 billion for infrastructure spending, to fund transportation, energy, water, 

and other projects. The infrastructure build is expected to be stimulative to 

demand.     
 

For more information on how  
BGL’s Metals & Metals Processing Practice 
can assist your company, please contact:

Delivering Results to the Global Middle Market

Vincent J. Pappalardo  
Managing Director
Head: Metals & Metals Processing
312.658.4772 

vpappalardo@bglco.com

Joseph H. Harrison III 
Vice President
312.658.4753 

jharrison@bglco.com
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Tax Reform to Boost M&A

PERSPECTIVE: VINCE PAPPALARDO

.

Sources: S&P Capital IQ, PitchBook, Equity Research, Company Filings, AMM, public data.
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“We’ve got a lot of public 
companies saying, ‘We 
want to buy something… 
We want to show growth”  

                                                      
  Vince Pappalardo
Brown Gibbons Lang & Company
                             
                             Event Speaker
            Platts Steel Markets
          North America Conference
                                March 2018
     

The Metals M&A market continues to remain active. With slow organic 

growth expected to continue, companies are seeking faster access to 

new customers and market channels as a means to outpace industry 

growth rates and “smooth out” supply cycles across a diverse portfolio 

of end markets. The need for acquisition-driven growth among public 

buyers is keeping M&A multiples for healthy companies strong.

• AK Steel CEO Roger K. Newport cited a “good pipeline of 

opportunities” in the company’s FQ4 2017 earnings call, highlighting 

the recent acquisition of Precision Partners as “…a leg of our 

downstream businesses that we want to grow.” The $360.0 million 

acquisition strengthens AK Steel’s lightweighting capabilities in the 

automotive market. 

• Nucor also identified “…a full pipeline of opportunities” in a recent 

earnings call. The company made four acquisitions during 2017, 

including Republic Conduit and Southland Tube, advancing its 

strategy to invest in higher-value products. The buys build growth 

platform Nucor Tubular Products, which reported strong profitability 

in 2017. “The higher we move up the value chain, the higher the 

margin and the more sustainable the business,” said CEO John 

Ferriola. “So, the investments that you see us make going forward 

will all be in the area of improving our value proposition—providing 

higher-value products to value-appreciative customers who are 

willing to pay for that higher value.” Nucor has spent close to  

$3.0 billion on acquisitions since 2009.  

Liquidity is high, with surplus cash on corporate balance sheets and 

ample debt financing capacity to fund acquisitions. Public metals 

companies have accumulated nearly $6.0 billion in cash—an increase of 

more than 50.0 percent from three years ago. 
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Tax reform is arguably an equally significant financial driver for 

acquisitions. The passage of the Tax Cuts and Jobs Act in December 

2017 set forth a number of provisions, most notably a reduction in 

the corporate tax rate from 35 percent to 21 percent. Lower income 

taxes means greater liquidity for metals companies to invest in higher 

growth assets.

• In U.S. Steel’s Q4 2017 earnings call, CFO Kevin Bradley commented: 

“[Tax] reform alone…that really attracts and encourages U.S. 

investment…is going to be positive for U.S. Steel and the industry.” 

“There’s a lot more opportunity to invest,” added CEO David Burritt. 

“And so, as we see the ancillary effects of that on the marketplace 

and on us, we’re going to have…better projects, more projects, and 

we’re going to invest in the business, and we will get better returns.” 

• Barbara Smith, CEO of Commercial Metals Company (CMC), 

commented in the company’s FQ2 2018 earnings call: “In the U.S., 

private business capital spending as reported by the U.S. Census 

Bureau, a proxy for how much businesses are investing in their own 

operations, increased in comparison to this time last year, bolstered 

by the newly enacted tax reform legislation, which lowers the 

corporate tax burden and incentivizes investment in growth. I think 

that’s a new development that’s really going to energize investment.” 

CMC announced this January it is acquiring certain rebar assets from 

Gerdau for $600 million.  

• Tax reform should also help boost demand in 2018, commented 

David Wolfort, President of Olympic Steel. “It [tax reform] certainly 

has enough incentives for people to grow their businesses, and we 

see that they’re growing their businesses,” he said. Olympic Steel 

acquired Berlin Metals this April, a move CEO Michael Siegal said,  

“…adds new products and markets, both of which are central to our 

growth strategy.”   

Corporations are now feeling the tailwinds from the recently 

implemented corporate tax rate reduction. As corporations realize the 

benefit of reduced taxes, they will have more cash flow to acquire or 

reinvest in their respective businesses. 

Tax Reform to Boost M&A

PERSPECTIVE: VINCE PAPPALARDO

Tax Reform to Boost M&A

Sources: S&P Capital IQ, PitchBook, Equity Research, Company Filings, AMM, public data.
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“The Trump 
administration’s tax cuts 
will make expanding 
through acquisitions rather 
than through organic 
growth more attractive”   

                                                      
  Vince Pappalardo
Brown Gibbons Lang & Company
                             
                             Event Speaker
            Platts Steel Markets
          North America Conference
                                March 2018
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Case Study

PERSPECTIVE: VINCE PAPPALARDO

Vince Pappalardo heads BGL’s Metals & Metals Processing Practice.

“There is a window of 
opportunity for potential 
transactions over the next 
24 months”   

                                                      
  Vince Pappalardo
Brown Gibbons Lang & Company

     

There is a window of opportunity for potential transactions over the 

next 24 months. The upcoming election in 2020 creates uncertainty 

around the future of recent tax legislation, where there is the 

possibility that rates may return to previous levels. If tax rates are 

assumed to increase, it incentivizes buyers to act quickly to ensure 

as much pretax income as possible is frontloaded before 2020. This 

increased interest from buyers and desire to close quickly greatly 

enhances the M&A market from a seller perspective as well, boosting 

values and shortening timelines.
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Recent tax legislation has incentivized corporations and other strategic 

buyers to “buy” versus “build”. Buyers are taking advantage of today’s 

tax savings window and pursuing acquisition strategies. Cash returns 

can be realized immediately at closing, which is particularly attractive 

assuming tax rates revert to prior higher levels. Additionally, with 

lower after-tax return hurdles, buyers will be willing to pay more for 

quality assets, resulting in higher potential valuations. Capital expansion 

projects are less attractive in the low-tax environment as the reduced 

depreciation tax shield decreases the overall return.

*The tax losses created by accelerated depreciation of the initial investment are carried forward during the projection period.
**First year of operation is assumed to be a start-up year at 50% capacity.

Case: Buy (Acquire) at 7x EBITDA

2018 2019 2020 2021 2022 2023 
Terminal Value 

(Year 10)
Tax Rate 25% 25% 25% 25% 39% 39%

Investment ($140.0)
After-tax cash flow (140.0) 16.5 17.6 18.7 17.2 18.2
EBITDA 20.0 21.4 22.9 24.4 26.0 177.2

Present Value ($140.0) $15.0 $14.5 $14.0 $11.8 $8.3 $68.3
Total Present Value $42.1

Case: Build (Cost of 7x EBITDA potential)*

2018 2019 2020** 2021 2022 2023 
Terminal Value 

(Year 10)
Tax Rate 25% 25% 25% 25% 39% 39%

Investment ($70.0) ($70.0)
After-tax cash flow (70.0) (70.0) 6.0 20.0 21.4 22.9
EBITDA 6.0 20.0 21.4 22.9 157.0

Present Value ($70.0) ($63.6) $5.0 $15.0 $14.6 $7.4 $60.5
Total Present Value $30.8

Present Value Benefit of Acquiring (Inorganic) vs. Building (Organic) $11.3

BUY VS. BUILD
ILLUSTRATIVE EXAMPLE UNDER NEW TAX RATES
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SERVICE CENTERS

In April 2018, Ryerson Holding Corporation (NYSE: RYI) 

acquired Fanello Industries. The Lavonia, Georgia-based 
metal service center supplies customers in the automotive, 
lawn and garden, HVAC, and other metal industries in the 
Southeastern United States. Value-added services include 
metal stamping, machining, and tool and die solutions. 
The company generates annual revenue of approximately 
$20 million. Fanello will continue to operate under its own 
brand name. 

Ryerson CEO Eddie Lehner commented on the acquisition: 
“The acquisition of Fanello increases our breadth of value-
added services that we can leverage across our intelligent 
service center network to create great experiences for 
Ryerson’s current and future customers.”

Ryerson completed two acquisitions in 2017, including 

Guy Metals in February and The Laserflex Corporation in 
January. 

In April 2018, Olympic Steel (NasadaqGS: ZEUS) 

completed the acquisition of Berlin Metals. Located 
in Hammond, Indiana, Berlin Metals is a leading North 
American supplier of prime tin mill products and stainless 
steel strip in slit coil form, as well as galvanized, light 
gauge cold rolled sheet and strip and other coil coated 
steels. The company supplies manufacturers of automotive 
and transportation components, residential windows, 
telecommunications cable, computer and electronic parts, 
hardware, and other stampings. Berlin Metals has annual 
revenues of approximately $50 million.  

Olympic Steel CEO Michael Siegal commented: “This 
acquisition adds new products and markets, both of which 
are central to our growth strategy. Berlin Metals also has a 
growing stainless steel business, compounding our organic 
growth in these products. With minimal customer overlap, 
this is a perfect complement to existing operations.”

In February 2018, Russel Metals (TSX:RUS) announced it 
was acquiring DuBose Steel. Based in Roseboro, North 
Carolina, DuBose Steel is full line structural steel service 
center and value-added processor, offering WF Beams, 
merchant bars, tubing and pipe, HR sheet and plate, and 
miscellaneous structural products. The company operates 
two facilities in North Carolina which serve customers 
along the East Coast and Southeastern United States. 
DuBose reported revenues of CDN$85 million during its 

last fiscal year. Russel stated plans to retain the DuBose 
management team under the direction of current President 
Tom Harrington. The transaction is expected to close in the 
second quarter of 2018.

John Reid, COO of Russel Metals, commented on the 
acquisition: “DuBose is a strategic fit which will allow us to 
further expand our United States footprint with a highly 
regarded and well-established steel service center with a 
veteran management team.” 

The transaction follows the acquisition of Color Steels 
in September 2017. Color Steels operates two facilities 
in Thornhill, Ontario and Laval, Quebec and generates 
revenues of approximately $45 million. The acquisition 
expands Russel’s Canadian service center product 
offerings into processed pre-painted flat-rolled product.

Samuel, Son & Co. is its expanding its value-added 
capabilities through acquisitions, with recent buys signaling 
a move to increase its reach in the global aerospace 
market. The company completed the purchase of Metal 
Spinners Holdings in January 2018, a supplier of precision 
components and assemblies for the aerospace and 
power generation industries. Metal forming capabilities 
include metal spinning, hydroforming, and deep drawing 
to produce specialized components used in air handling, 
energy, agriculture, and other industrial applications. 
Metal Spinners Holdings consists of Missouri Metals and 
Metal Spinners, with plants in Indiana, Illinois, and Texas. 
The business will operate as a standalone group within 
Samuel’s manufacturing division with Metal Spinners CEO 
Olin Wiland serving as Group President.

The addition of Metal Spinners establishes a platform for 
growth in the aerospace market, according to Samuel 
Manufacturing President Rod Crawford: “With this 
acquisition, Samuel is broadening our metal-forming 
capabilities, and is positioning both Missouri Metals and 
Metal Spinners for significant growth by leveraging our 
extensive customer relationships in key targeted markets, 
such as aerospace.”

The transaction follows the acquisition of Main Steel from Peak 
Rock Capital in November 2017. Based in Elk Grove Village, 
Illinois, Main Steel is a national specialty processor and polisher 
of stainless steel, aluminum, and high nickel alloy products. 
The company operates facilities in Atlanta, Georgia; Elk 
Grove Village, Illinois; Harmony, Pennsylvania; and Riverside, 
California. The business will be managed independently from 
the Samuel Service Center group, the company said.  

Sources: S&P Capital IQ, PitchBook, Equity Research, Company Filings, AMM, Recycling Today, public data.
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In November 2017, A.J. Oster, a subsidiary of Global 
Brass and Copper Holdings (NYSE:BRSS), completed 
the acquisition of Unimet Metal Supply / Alumet Supply 
(Alumet), in a $42 million cash transaction. Alumet is a 
non-ferrous metals service center serving the building, 
housing, and transportation markets. The company offers 
cut to length, slitting, and coating for its line of aluminum, 
copper, brass sheet, and strip products. The acquisition of 
Alumet expands AJ Oster’s portfolio to include aluminum 
sheet and strip products and extends its geographic 
footprint into the South and Southeast. 

“This transaction marks a significant step in Global Brass 
and Copper’s strategic efforts to profitably grow through 
acquisition…” said John Wasz, Chief Executive Officer of 
Global Brass and Copper. “This acquisition is an important 
addition to A.J. Oster as it expands our geographic 
presence in targeted regions, strengthens our position 
in the aluminum market, and enhances our position as 
a market leader in the non-ferrous metals distribution 
business.”

MILLS AND FOUNDRIES

Gerdau S.A. (NYSE: GGB) is reshaping its North American 
portfolio to position the business for growth. The company 
announced in January it is divesting certain U.S. rebar steel 
mill and fabrication assets to Commercial Metals Company 
(NYSE: CMC) in a $600 million cash transaction. Assets 
include 33 rebar fabrication facilities and steel mills located 
in Knoxville, Tennessee; Jacksonville, Florida; Sayreville, New 
Jersey; and Rancho Cucamonga, California, with annual mill 
rolling capacity of 2.5 million tons. Incremental melt capacity 
of 2.7 million tons will bring CMC’s global melt capacity to 7.2 
million tons. 

“This acquisition aligns with our strategy to focus on our 
strength in concrete reinforcing products and leverages 
CMC’s core competencies in rebar production and value-
added fabrication services to non-residential construction 
customers,” said CMC CEO Barbara Smith. “Over the 
past several years we have repositioned our portfolio to 
focus on our core strengths of vertically integrated steel 
manufacturing and fabrication services as well as strengthen 
our balance sheet placing us in the optimal position to take 
advantage of this unique growth opportunity,” continued 
Smith, “We plan to invest in these facilities to create 
efficiencies utilizing our expertise in the latest innovations for 
steel manufacturing and fabrication.”  

Also, in January, Gerdau announced it is divesting its 
Beaumont Mill to Optimus Steel. Assets included in the sale 
are a wire rod mill in Beaumont, Texas, and two downstream 
facilities, Beaumont Wire Products and Carrollton Wire 
Products. The mill has melt capacity of approximately 
700,000 tons per year (tpy) and rolling capacity of 
800,000 tpy and produces wire rod and coiled rebar. The 
downstream facilities are Beaumont Wire Products and 
Carrollton Wire Products which produce wire mesh and 
industrial wire. The purchase price of the facilities was  
$92.5 million. 

Optimus is a newly-formed entity affiliated with Wire Mesh 
Corp (WMC), reported American Metal Market (AMM). WMC 
will operate the downstream assets, and Optimus Steel will 
operate the Beaumont rod mill, according to a company 
statement. The addition of the Beaumont mill will broaden 
WMC’s offering of standard and structural mesh products, 
complementing its pre-stressed concrete strand operation in 
Texas, said AMM. 

“The strategy in North America, a key market for us, is 
to improve our profitability, focus on more value-added 
products and better serve our customers, positioning Gerdau 
as one of the most innovative steel companies worldwide,” 
said Gerdau CEO Gustavo Werneck. “We remain committed 
to strengthening our position in the U.S. in the next years, 
and we see a great growth potential in the markets that 
Gerdau will continue to operate.”

In August 2017, Nucor Corporation (NYSE: NUE) 
completed the acquisition of St. Louis Cold Drawn, a 
producer of cold drawn rounds, hexagons, squares, and 
special sections primarily serving the automotive and 
industrial markets in the United States and Mexico. The 
company operates manufacturing facilities in St. Louis, 
Missouri and Monterrey, Mexico. The facilities have a 
combined annual capacity of 200,000 tons, bringing 
the total capacity of Nucor’s cold finished bar and wire 
facilities to more than 1.1 million tons annually.

“This acquisition fits with our planned growth strategy by 
expanding Nucor’s position as the market leader in cold 
finished bar products. It also creates synergies with our bar 
mills by providing an additional channel to market for the 
special bar quality (SBQ) products we produce,” said Nucor 
CEo John Ferriola. “The acquisition of St. Louis Cold Drawn 
complements our long-term strategy to profitably grow our 
value-added product portfolio.”

Sources: S&P Capital IQ, PitchBook, Equity Research, Company Filings, AMM, Recycling Today, public data.
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MANUFACTURING

In March 2018, Tribus Aerospace, a portfolio company of 
Shorehill Capital, completed add-on Precision Aerospace 
Corp. (PAC) and Precision Micro Mill (PMM). PAC 
manufactures complex parts and assemblies for commercial 
aerospace and defense applications. Products include 
hydraulic manifolds, port caps, mounting flanges, housings, 
rotor parts and assemblies used in hydraulic pumps, fuel 
systems, and transmissions. PMM is a captive supplier of small 
volume, short lead time parts to PAC.  

Shorehill Capital formed Tribus Aerospace in June 2017 with 
the acquisition of Advanced Machining & Tooling, stating 
the goal to grow through acquisitions of precision machining 
businesses focused on critical engine, motion control, and 
flow control parts and assemblies primarily for the aerospace 
and defense industries. PAC and PMM represent the first 
add-on acquisitions for the portfolio. 
In February 2018, Canton Drop Forge was acquired 
by Park-Ohio Holdings Corp. (NasdaqGS:PKOH). The 
Canton, Ohio-based company produces custom closed 
die forgings and components for the aerospace and 
defense, transportation, oilfield, and power generation 
markets. Products include closed die forgings, shafts, discs, 
valve bodies, connecting rods, and other components. 
Commenting on the acquisition, Park-Ohio CEO Edward 
Crawford said: “The addition of CDF to our current Forged 
and Machined Products Group will enhance the company’s 
international aerospace profile. The company has been in 
business for 115 years.”

In February 2018, Metal Powder Products (MPP), a 
portfolio company of Mill Point Capital, acquired 
NetShape Technologies. NetShape manufactures 
engineered metal components using powdered metal 
and metal injection molding (MIM) technologies. The 
company is headquartered in Floyds Knobs, Indiana, with 
manufacturing and sales sites located in North America, 
Asia, and Europe.  

“The combination of MPP and NetShape creates a global 
leader in powdered metal manufacturing,” said Dennis 
McKeen, CEO of MPP. MPP operates nine production 
facilities in the U.S. and China which produce specialized 
components including custom-engineered gears and 
sprockets, complex structural parts, and high strength 
aluminum parts and components.  

“The NetShape acquisition provides MPP with key 
strategic additions such as MIM capabilities and a Chinese 

manufacturing footprint,” said Chuck Spears, Executive 
Chairman of MPP. “The combination reflects MPP’s 
continued focus on investments that drive value for 
customers and enhance the company’s culture of quality 
and reliability.”

In January 2018, Mill City Capital acquired HN Precision, 
a maker of precision-machined products for the heavy 
truck, off-highway vehicle, recreational firearm, rail, and 
general industrial equipment markets. Capabilities include 
horizontal milling and turning, vertical milling, gun drilling, 
honing, broaching, centerless grinding, screw machining, 
and laser etching. The company operates facilities in Lake 
Bluff, Illinois and Rochester, New York. 

In January 2018, George Industries, a portfolio company 
of Orangewood Partners, completed its first add-on 
acquisition with Numerical Precision (NP). The transaction 
marks an exit for Promus Equity Partners, which acquired 
the company in 2014. Numerical Precision manufactures 
in engineered components used in satellites, aircraft, 
and other aerospace and defense programs. NP brings 
expertise in complex machining, including 5-axis, wire and 
sinker EDM, and large turning capabilities, incorporating 
exotic materials. 

Commenting on the acquisition, George Industries’ CEO 
Shankar Kiru, said: “The acquisition of Numerical Precision 
represents an important step for the business as we 
continue to execute on our strategic plan to grow both 
organically and through acquisition to better service our 
customers. As a combined company, we have an even 
stronger position as a leading full-service provider for 
our growing customer base.” George Industries has been 
backed by Orangewood Partners since 2016.

In December 2017, Mill Point Capital acquired KKSP 
Precision Machining  from CapitalWorks. CapitalWorks 
has backed the company since 2012. KKSP manufactures 
screw machined brass, steel, and aluminum parts which 
are used in a broad range of applications in the HVAC, fire 
suppression, appliance, automotive, heavy truck, plumbing, 
medical, and marine industries. The company operates 
from four locations in the United States and Mexico and 
machines over 220 million parts annually.

CapitalWorks managing director Dick Hollington 
commented on strategic investments during its five-
years of ownership, which included augmenting KKSP’s 
management team; consolidating and upgrading its 
manufacturing footprint in North America and Mexico; 

Sources: S&P Capital IQ, PitchBook, Equity Research, Company Filings, AMM, Recycling Today, public data.
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and implementing continuous improvement strategies to 
position the company for growth. 

“Our partnership with Mill Point provides meaningful 
resources that will allow us to accelerate our strategic 
plan, in particular with strategic acquisitions that broaden 
our capabilities and service offering to customers,” said 
Dave Dolan, President of KKSP. “We are very excited to 
partner with the Mill Point team.”

In December 2017, CORE Industrial Partners acquired 
Prototek Sheetmetal Fabrication, a manufacturer of CNC 
machined and precision sheet metal fabricated parts 
and components specializing in in rapid prototyping, 
short run productions, and quick turnaround products. 
Capabilities include CNC machining, sheet metal 
fabrication, powder coating, chromating, anodizing, silk 
screening, and assembly. The company serves diverse end 
markets including aerospace, defense, medical, robotics, 
electronics, consumer, and general industrial. 

John May, Managing Partner and Founder of CORE, said, 
“Our investment in Prototek highlights CORE’s desire to 
invest in well-positioned lower middle-market industrials 
and manufacturing companies where we can leverage 
our extensive operating experience to execute against a 
diverse set of value creation initiatives and strategic growth 
avenues. The combination of Prototek’s diverse blue-chip 
customer base, breadth of manufacturing capabilities and 
differentiated technical expertise were compelling factors in 
our decision to acquire the company.”

In October 2017, MavenHill Capital completed the 
acquisition of Connecticut Coining, a maker of precision 
deep drawn metal parts for mission critical applications 
in the medical, aerospace, defense, and power tube 
industries. The company was founded in 1962 and is based 
in Bethel, Connecticut. 

Connecticut Coining is the first platform investment for 
MavenHill. Commenting on the acquisition, MavenHill 
Co-Founder and Managing Partner Jay Studdard, said: 
“Connecticut Coining’s leading operational capabilities, 
long-term customer relationships, and position in 
attractive end markets are key attributes that fit with our 
investment thesis. We are excited about partnering with 
the company to allow it to continue serving its existing 
customers and to provide the capital, strategic guidance, 
and acquisition expertise to help the company realize its 
potential for growth.”

In August 2017, AK Steel (NYSE: AKS) completed the 
acquisition of Precision Partners Holding Company from 
Milestone Partners in a $360 million cash transaction. 
Precision Partners specializes in tool and die engineering 
and hot and cold stamping of lightweight parts for the 
transportation market. The company operates eight 
production facilities in Ontario, Alabama, and Kentucky. 
The acquisition furthers AK Steel’s strategy to broaden 
its value-added portfolio and expands its platform for 
innovative lightweight steel solutions. Milestone Partners 
acquired Precision Partners in 2013, completing one add-
on acquisition with Fleetwood Metal Industries in 2016. 

“We are extremely pleased with the existing successful 
platforms and business that Precision Partners brings to 
our company, and even more excited about how well this 
acquisition positions us to expand our capabilities to provide 
lightweighting solutions to our automotive customers,” said 
Roger Newport, Chief Executive Officer of AK Steel. “This 
acquisition aligns well with AK Steel’s long-term strategy, 
and we believe it will play a key role in further strengthening 
the long-term performance of our company.” Transaction 
Multiples: ~7x Adjusted 2017 EBITDA

Speyside Equity acquired a number of metal forming 
companies during 2017, including: 

• Craftsman Custom Metals in July 2017 – Full-service 
provider of precision metal components and products 
with expertise in optimized design, prototyping, 
manufacture and assembly capabilities. 

• Ashland Foundry and Machine Works (AFMW), West 
Coast Stainless Products (WCSP), and Dynatek in 
May 2017 -  AFMW manufactures complex, highly 
engineered steel, chrome iron, and high alloy castings 
primarily for OEM pump manufacturers. WCSP 
manufactures impellers for pump OEMs in high alloy 
steels and exotics. WCSP sister company, Dynatek, 
provides value-add services such as machining, 
polishing, and pressure testing.

• Midland Stamping and Fabricating Corporation, 
acquired from Peak Rock Capital, in January 2017 - 
Metal stamper and fabricator of components for Tier 1 
manufacturers in the automotive, appliance, industrial, 
trailer, and cookware industries.

• Western Industries, acquired from Graham Partners, 
in January 2017 - Fully-integrated manufacturer of 
finished goods, fabricated metal components, and 
sub-assemblies for blue chip OEM customers in 
diverse end markets.

Sources: S&P Capital IQ, PitchBook, Equity Research, Company Filings, AMM, Recycling Today, public data.
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Hot-rolled Coil, Steel Bar, and Coiled Plate 

Source:  AMM.

Aluminum Alloy LME

Stainless Steel Bar

Averages
6 Mo's 1 Yr 3 Yr 5 Yr

Hot-rolled Coil 674$           641$           540$           574$           

Steel Bar 585$           552$           535$           582$           

Coiled Plate 695$           682$           571$           642$           
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6  Mo's 1 Yr 3 Yr 5 Yr

Aluminum Alloy 1,825$       1,745$       1,662$       1,743$       

Averages

6 Mo's 1 Yr 3 Yr 5 Yr

Stainless Steel 2,770$       2,665$       2,520$       2,785$       
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Industry Valuations

Relative Valuation Trends

NOTE:  As of April 13, 2018.
(a)  Enterprise value equals market value  plus total debt, preferred stock, and minority interest, less cash.
(b)  CAGR based on results from the three most recent reported �scal years.
Source:  S&P Capital IQ.

($ in millions, except per share data)
Price per   LTM   Enterprise Value /  
Share at Market Enterpise LTM EBITDA Rev 3-Yr EBITDA Net Debt /

Company 4/13/18 Value Value (a) Revenue EBITDA Margin, % CAGR (b) LTM CY2018 CY2019 EBITDA

Service Centers

Reliance Steel & Aluminum Co. $ 86.62 $ 6,266 $ 8,046 $ 9,721 $ 885 9.1%               (2.4%)            9.1x 8.2x 7.9x 2.0x 
Russel Metals Inc. 22.07 1,368 1,669 2,628              189 7.2% (5.2%)            8.8x 8.5x 7.9x 1.6x 
Ryerson Holding Corpora�on 9.20 342 1,313 3,365              158 4.7%               (2.4%)            8.3x 6.3x 5.6x 6.1x 
Olympic Steel, Inc. 21.80 240 434 1,331 41 3.1%               (2.5%)            10.5x 7.5x 7.1x 4.7x 

Mean $ 2,054 $ 2,866 $ 4,261 $ 318 6.0%               (3.1%)            9.2x 7.6x 7.1x 3.6x 
Median 855 1,491              2,996              174 5.9%               (2.5%)            9.0x 7.9x 7.5x 3.3x 

Integrated Mills

Nucor Corpora�on $ 61.63 $ 19,604 $ 22,935 $ 20,252 $ 2,641 13.0%             (1.4%)            8.7x 7.0x 7.0x 1.1x 
Steel Dynamics, Inc. 44.58 10,529 11,837 9,539              1,366 14.3%             2.9%               8.7x 7.1x 7.2x 1.0x 
United States Steel Corpora�on 35.51 6,256 7,407 12,250           1,019 8.3%               (11.2%)          7.3x 4.7x 4.4x 1.1x 
Commercial Metals Company 20.22 2,366 2,990 4,985              264 5.3%               (7.9%)            11.3x 7.2x 5.0x 2.4x 
AK Steel Holding Corpora�on 4.47 1,409 3,827 6,081 533 8.8%               (2.2%)            7.2x 6.5x 5.9x 3.9x 
TimkenSteel Corpora�on 15.73 700 841 1,329              52 3.9%               (7.4%)            16.1x 7.1x 5.3x 2.7x 

Mean $ 6,811 $ 8,306 $ 9,073 $ 979 8.9%               (4.5%)            9.9x 6.6x 5.8x 2.0x 
Median 4,311 5,617              7,810              776 8.5%               (4.8%)            8.7x 7.0x 5.6x 1.7x 

Specialty Metals

Alcoa Corpora�on $ 54.96 $ 10,233 $ 12,554 $ 11,652 $ 2,255 19.4%             (3.9%)            5.6x 4.8x 5.2x 0.0x 
Allegheny Technologies Incorporated 25.75 3,234 4,739 3,525 356 10.1%             (5.8%)            13.3x 9.9x 8.0x 3.9x 
Carpenter Technology Corpora�on 48.48 2,275 2,867 1,949              278 14.3%             (6.1%)            10.3x 8.4x 7.1x 2.1x 
Haynes Interna�onal, Inc. 40.06 502 476 392                 3 0.8%               (4.6%)            NM NM NM NA 
Universal Stainless & Alloy Products, Inc. 29.75 216 295 203                 21 10.2%             (0.5%)            14.3x 8.7x 7.8x 3.8x 

Mean $ 3,292 $ 4,186 $ 3,544 $ 582 10.9%             (4.2%)            10.9x 7.9x 7.0x 2.5x 
Median 2,275 2,867              1,949              278 10.2%             (4.6%)            11.8x 8.5x 7.5x 3.0x 

Scrap

Sims Metal Management Limited $ 11.80 $ 2,389 $ 2,085 $ 4,438 $ 212 4.8%               (10.2%)          9.9x 6.7x 6.3x NA 
Schnitzer Steel Industries, Inc. 30.90 812 1,012 2,014              146 7.2%               (12.7%)          6.9x 5.5x 5.6x 1.3x 
Industrial Services of America, Inc. 2.16 17 25 55 2 3.5%               (20.7%)          12.8x NM NM 3.7x 

Mean $ 1,073 $ 1,041 $ 2,169 $ 120 5.2%               (14.5%)          9.9x 6.1x 6.0x 2.5x 
Median 812 1,012              2,014              146 4.8%               (12.7%)          9.9x 6.1x 6.0x 2.5x 

Global Metals 

ArcelorMi�al $ 32.70 $ 33,119 $ 45,539 $ 68,679 $ 8,055 11.7%             (4.7%)            5.7x 5.1x 5.2x 1.3x 
thyssenkrupp AG 27.53 17,140 22,020 49,887           1,813 3.6%               0.2%               12.1x 5.7x 5.4x 2.4x 
Tata Steel Limited 9.12 10,272 24,300 21,061           3,590 17.0%             (7.6%)            6.8x 7.2x 7.1x 3.9x 
Ternium S.A. 35.99 7,065 10,869 9,700              1,906 19.6%             3.6%               5.7x 5.3x 5.3x 1.6x 
SSAB AB 5.85 5,197 6,893 8,070              851 10.5%             (2.7%)            8.1x 6.6x 6.4x 2.0x 

Mean $ 14,559 $ 21,924 $ 31,479 $ 3,243 12.5%             (2.2%)            7.7x 6.0x 5.9x 2.2x 
Median $ 10,272 $ 22,020 $ 21,061 $ 1,906 11.7%             (2.7%)            6.8x 5.7x 5.4x 2.0x 

Total Mean $ 6,154 $ 8,477 $ 11,005 $ 1,158 9.2% (5.0%) 9.4x 6.9x 6.3x 2.5x 
Total Median $ 2,812 $ 4,283 $ 5,533 $ 444 8.9% (5.2%) 9.9x 7.0x 6.3x 2.8x 
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Indexed Metals Sub-Sector Share Price Performance

Source: S&P Capital IQ.Index: April 13, 2017 = 100.

Price Return

3 Mo's 6 Mo's 1 Yr

Service Centers (4.7%) 8.5% 4.7% 

Integrated Mills (4.5%) 18.8% 2.2% 

Specialty Metals (9.1%) 25.0% 31.8% 

Scrap (5.9%) 9.5% 35.0% 

Global (4.9%) 9.8% 19.9% 

S&P 500 (1.4%) 5.9% 12.6% 

-20.0%

0.0%

20.0%

40.0%

60.0%

80.0%

Service Centers Integrated Mills Specialty Metals Scrap Global S&P 500

14



For questions about 
content and circulation, 
please contact editor, 
Rebecca Dickenscheidt, at 
rdickenscheidt@bglco.com  
or 312-513-7476.
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