
Even during turbulent and uncertain times there is opportunity for estate planning, corporate planning, and succession 
planning.  Albert Einstein was quoted as saying, “In the middle of difficulty lies opportunity.”  A good first step for 
many of these planning activities is getting a business valuation completed.  To assist with your planning, the following 
article provides some insight into when and how the recent pandemic impacts the valuation of businesses and holding 
companies.

2020 was off to a great start until the pandemic hit, at which point business owners and individuals found themselves faced 
with unprecedented and very difficult situations.  Many businesses came to a screeching halt, the market plummeted, 
and unemployment soared.  The stock market peaked February 19, 2020, then began declining and bottomed on March 
23rd.  The market has been choppy since then, but has recovered some of its losses.  The market movement helps set up 
a timeline for the pandemic’s impact on business valuations.

Similarly, the VIX, which measures volatility and serves as a measure of risk, began climbing on February 19, 2020, and 
peaked on March 18, 2020.  The VIX is often referred to as the fear index.  Normal levels for the VIX are 20 or below 
while VIX levels above 20 are considered to be high.  While the VIX has come down from its peak, it remained high at 
the end of April.
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From a transaction perspective, over the past eight quarters, the average total enterprise value (“TEV”) to earnings before 
interest, taxes, depreciation, and amortization (“EBITDA”) multiples for the lower middle market have ranged from 6.8 times 
to 7.7 times, with an average of 7.2 times.   The average TEV / EBITDA multiple stood at 7.11 times at year end 2019.  The GF 
Data is backward looking since the reports are published 6-7 weeks after quarter end.  Therefore, GF Data’s Q1 2020 report 
should be available sometime in mid-May.  GF Data noted that they anticipate volume and multiples for Q1 2020 being not 
far off Q4 2019, as deals were not affected through January 2020 and February 2020.  Further, deals that did complete their 
transaction in March 2020 were fairly far along the way.  GF Data expects that reports in Q2 2020 and Q3 2020 will begin to 
show the impact on multiples as a result of Covid-19.

Given the pandemic’s impact on the stock market, unemployment levels, VIX, expected valuation multiples, and other 
unknown factors such as how long and severe the impact will be, Empire has seen increased interest and inquiries for business 
valuations for planning purposes.  Many business owners and operators of real estate holding companies are seeking business 
valuations for estate planning purposes to transfer interests in entities while asset values are low.  We expect client demand 
to increase through the remainder of the year.  On the financial reporting side, 409A valuations and impairment testing are 
also expected to increase due to low asset values.

1  Based on data from GF Data, which provides data on sponsored M&A transactions with values of $10 million to $250 million.



When using a business valuation for planning purposes, it is important to keep in mind that a valuation is a snap shot as of 
a point in time and considers what is known or knowable (expected) as of a certain point in time.  As such, the timing of a 
valuation can have a material impact on the concluded value, particularly in times of uncertainty such as during the pandemic.  
In essence, utilizing data that is available (such as the above charts) and the timing of various announcements, we have 
developed a time line to offer some guidance relating to business and holding company valuations and the impact of recent 
events.  

Winston Churchill remarked that, “kites rise highest against the wind – not with it.” During turbulent times we are here to help 
you with your estate planning, corporate planning, and succession planning needs and provide that snapshot as of a point in 
time to assist your planning process.    

Our wealth of valuation experience includes nearly every industry and type of financial security, as well as many forms of 
intangible assets. This breadth of knowledge provides clients with well-balanced valuations that are specifically tailored to 
each situation.

Since our founding in 1988, Empire Valuation Consultants has grown into one of the nation’s leading and most respected 
independent valuation firms, with a staff of over 80 employees in New York City, Long Island, Boston, Rochester, West 
Hartford, and San Francisco. Our valuations are prepared by senior accredited valuation experts holding one or more of 
the following professional credentials: CFA, ASA, IA, CPA, CGMA, and ABV. We provide valuations to attorneys, accountants, 
business owners, private equity and hedge funds, commercial bankers, investment bankers, trust departments, insurance 
agents, and financial planners, among others. We bring excellence and integrity to every engagement through our team of 
highly skilled individuals who are among the finest our industry has to offer.



Scott is a Managing Director of Empire Valuation Consultants and Accredited Senior Appraiser (ASA) of the 
American Society of Appraisers.
He has over 17 years of experience managing and preparing business valuation engagements.  His areas of 
expertise include the valuation of common and preferred stock, debt (including senior and subordinated debt, 
bonds, and promissory notes), options/warrants, partnership and limited liability company interests, and Level 
3 assets for ASC 718 (fair value).  Scott’s experience also includes the valuation of various intangible assets, 
intellectual property, and covenants-not-to-compete.
Scott has extensive experience in the valuation of business assets and interests for purposes of corporate planning, 
estate and gift tax reporting, SEC reporting (including the allocation of purchase price among acquired intangible 
assets, goodwill impairment testing, and fair value analyses), acquisition/sale, spin-offs/recapitalizations, employee 
stock ownership plans (ESOPs), buy-sell agreements, litigation, and fairness opinions. 
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