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Download PitchBook’s Report here.

The ratio of add-ons in the middle market is increasing, according to PitchBook’s Q2 2022 US PE Middle
Market Report. That’s been an evergreen trend for the past decade, but it appeared to go into overdrive in 2022.
Add-ons now account for 73% of all middle market activity, up from 67.5% last year. One of the hallmarks of
2021 was a rush to buy new platforms—in the buy-and-build era, when LBOs increase, the add-ons aren’t far
behind. And because investors have become so proactive with buy-and-build—sometimes identifying add-on
targets before talking to the platform target—the add-on numbers would increase pretty quickly after a year like
2021.

There should be a theoretical ceiling for the chart above. Ten years ago, add-ons accounted for half of all middle
market activity, and we’re now almost at 75%. Is it possible to see 80%? It could be over the next couple of
years. Investors will be executing on their growth plans for their new platform companies, while the market for
new LBOs appears to be chilling. An 80% reading wouldn’t be very actionable for investors, but it would be a
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remarkable reflection of the buy-and-build model over the past decade.

(Past performance is no guarantee of future results.)


