VALUATIONS
WILL COME DOWN FOR

SMALL BUSINESSES
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INTRODUCTION

In the realm of small business, the year 2023

unfolds a challenging panorama for

valuations. Several pivotal factors contribute
to this formidable landscape
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RISING INTEREST RATES

Soaring interest rates make securing financing
more expensive for potential buyers of smaill
businesses. Higher borrowing costs squeeze
profit margins, reducing the attractiveness of
small businesses for potential investors.
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INFLATION

Persistent inflation corrodes profits and
diminishes the appeal of small businesses to
investors. As the costs of goods and services
steadily rise, maintaining profit margins
becomes progressively arduous.
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SUPPLY CHAIN
DISRUPTIONS

Ongoing disruptions in the supply chain drive up
costs and impede operations for many small
businesses. Delays and disruptions lead to
inefficiencies and increased expenses, thus
exerting downward pressure on valuations.
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LABOR SHORTAGE

The labor shortage strains small businesses,
making recruitment challenging and driving up
wage costs. Attracting and retaining skilled
workers becomes a Herculean task, leading to

elevated labor costs and diminished profits.
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BABY BOOMERS EXITING

A wave of baby boomers looking to sell their
businesses floods the market, increasing supply
and potentially deflating valuations. The
proliferation of options creates a buyer’'s market,

granting leverage to prospective purchasers.
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COMPETITION FROM
LARGER BUSINESSES

Small businesses contend with intensified
competition from larger corporations, making it
challenging to sustain profitability. Large
companies wield the advantage of economies of
scale, enabling them to offer lower prices and

exert pressure on small businesses.
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While these factors create a difficult environment,
small business owners have options to help

safeguard their valuations. By taking proactive
measures, they can aim to insulate their valuations
and continue on a path of growth.

WHAT SMALL BUSINESS
OWNERS CAN DO

Despite the challenges, small business owners
can take proactive measures to safeguard
valuations and foster success
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PRIORITIZE
PROFITABILITY

Enhancing profitability through cost control and

revenue dgrowth fortifies your business and

enhances its appeal to investors seeking robust
returns.
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ENHANCE
FINANCIAL REPORTING

Maintaining updated, accurate financial records

instills confidence in lenders and buyers about
your business's financial stability.
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MITIGATE RISKS *

Identifying and addressing vulnerabilities

reduces perceived risk in the eyes of potential
buyers, potentially elevating valuations.
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ENGAGE A QUALIFIED
BUSINESS BROKER

A seasoned business broker can aid in optimizing

your business’s valuation, proficiently marketing it,

and connecting with suitable buyers. They navigate
the intricacies of business transactions.
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STRATEGIC
ACQUISITIONS

Exploring strategic acquisitions on favorable

terms can expand your market share and

augment your business’s overall value. Favorable

market conditions offer opportunities for growth
through acquisition.
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SEEK *

FINANCIAL PARTNERS

Partnerships with private equity firms or larger
competitors can infuse capital and resources,
bolstering valuations and fostering growth.
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CONCLUSION

While the current climate poses challenges,

small business owners can take measures to

safeguard valuations and promote growth. The

strategies range from sharpening profitability,

improving transparency, mitigating risks,

working with specialists, making acquisitions,
and securing partners.

Remember valuations are cyclical. Timing the

sale of your business for maximum valuations,

with the right buyer, is pivotal. Recognize that

edch business is unique, necessitating tailored
strategies.

www.joethebusinessbroker.com
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