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Direct Mail Advertising in the US

Industry Observations

Sources: IBISWorld

Direct Mail Advertising Highlights

 2019 revenue: $11.0 billion
 2019 profit: $473.2 million
 Annual growth 2014 – 2019: -0.2%
 Annual growth projected 2019 – 2024: -1.8%
 Businesses: 2,139
 Key industry drivers: total advertising expenditure, price of  

paper, demand from postal service, number of  businesses, 
number of  households, corporate profit, & the oil and 
natural gas price index.

2018 Products and Services Segmentation

Direct Mail Advertising Industry Revenue Outlook

 Largely due to increased consolidation and falling labor costs, 
profit margins in traditional direct mail companies will 
expand slightly, with the average industry profit expected to 
account for 4.4% of  revenue in 2024. 

 Moreover, low comparative profit margins will be one of  the 
motivating factors for mergers with companies in the digital 
marketing space. 

 Profit margins in traditional direct mail companies will 
expand slightly.
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Total Advertising Expenditure % Change

Direct Mail Advertising in the US

Price of Paper

Sources: IBISWorld

Total Advertising Expenditure

 Growth in the total amount spent on advertising will increase 
spending on industry activities. Therefore, when total 
advertising expenditure increases, industry revenue rises. 
Total advertising expenditure is expected to increase in 2019, 
presenting a potential opportunity for the industry.

 Estimated value in 2019: $313.50 billion
 Forecast value in 2024: $345.65 billion
 2014-2019 Compound Growth: 1.9%
 2019-2024 Compound Growth: 2.0%

Total Advertising Expenditure

Price of Paper

 The price of  paper is represented by a Bureau of  Labor 
Statistics index that measures the prices received by paper 
manufacturers for their products. The price of  paper is an 
essential input cost for the industry, as nearly all industry 
products are made of  paper due to its low cost and 
versatility. The price of  paper is expected to decrease in 
2019.

 Estimated Value in 2019: 195.3 index points
 Forecast value in 2024: 205.9 index points
 2014 – 2019 Compound Growth: 0.3%
 2019 -2024 Compound Growth: 1.1%
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Direct Mail Advertising in the US

Number of Households

Sources: IBISWorld

Number of Businesses

 The number of  businesses in the United States represents an 
upstream supplier of  demand for direct mail advertising. As 
the number of  businesses increases, demand for direct mail 
advertising is expected to follow suit to a minimal extent. 
The number of  businesses is expected to increase in 2019.

 Estimated value in 2020: 8.0 Million
 Forecast value in 2025: 8.4 Million
 2015-2020 Compound Growth: 0.93%
 2020-2025 Compound Growth: 0.96%

Number of Businesses

Number of Households

 Households are the primary downstream consumer of  direct 
mail advertisements. Therefore, an increase in the number of  
households in the United States typically benefits the Direct 
Mail Advertising industry. The number of  households is 
expected to increase in 2019.

 Estimated value in 2019: 128.5 Million
 Forecast value in 2024: 135.9 Million
 2014-2019 Compound Growth: 0.8%
 2019-2024 Compound Growth: 1.1%
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Major Market Segmentation

Sources: IBISWorld

Corporate Profit

 The Direct Mail Advertising Industry relies heavily on 
commercial markets with nearly 80.0% of  all revenue being 
derived from such markets.

 Nonprofit organizations, household consumers and local and 
state governments represent secondary markets for the 
industry.

 Direct mail advertising is more often employed on a local 
level as opposed to a national level as local businesses 
primarily use this form of  advertising due to its low-cost and 
accessibility.

Corporate Profit

Major Market Segmentation

 Corporate profit measures profit earned across the entire US 
economy. A rise in corporate profit generally increases the 
number of  businesses that are able to afford consulting 
services. Therefore, an increase in corporate profit 
precipitates an increase in industry revenue. Corporate profit 
is expected to increase in 2018.

 Estimated value in 2019: $2,395.45 billion
 Forecast value in 2024: $2,567.46 billion
 2014-2019 Compound Growth: 2.5%
 2019-2024 Compound Growth: 1.4% -25.0%
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Public Comparable Companies 

GPC Income Statement Comparison Latest Twelve Months Multiples Trends

Sources: FactSet, IBISWorld

Company Name
Stock 
Price

Market 
Capitalization

Enterprise 
Value

LTM 
Revenue

LTM 
EBITDA

LTM 
Revenue 
Multiple

LTM 
EBITDA 
Multiple

LTM Revenue 
Multiple - 
Adjusted

LTM EBITDA 
Multiple - 
Adjusted

Data as of 3/31/19
SPAR GROUP INC 0.63$        13$                    31$                232$         7$             0.1x 4.6x 0.1x 4.6x
MDC PARTNERS INC 2.25$        136$                  1,269$            1,478$      161$         0.9x 7.9x 0.7x 6.6x
OMNICOM GROUP INC 72.99$      16,364$             19,361$          15,130$    2,366$      1.3x 8.2x 0.7x 4.7x
QUAD / GRAPHICS INC 11.90$      590$                  1,739$            4,231$      372$         0.4x 4.7x 0.3x 3.8x

Average 0.5x 4.9x
Median 0.5x 4.7x

Guideline Public Companies

LTM Ended 3/31/2019 Average Median
Total Revenue 100.0% 100.0%
Total Cost of Goods Sold 80.4% 82.2%
Gross Profit 19.6% 17.8%
Total Operating Expenses 12.8% 12.9%
EBIT 6.8% 5.7%
Net Interest Expense -2.1% -1.7%
Other Income (Expense) -2.0% -1.0%
Income Tax Expense -1.6% -1.8%
Extra. Items / Disc. Ops. / Minority Interest -0.7% -0.7%
Net Income 0.4% -0.3%

EBITDA 9.6% 9.9%
Capital Expenditures 1.5% 1.3%

$ in millions except stock price
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Select Comparable Transaction

Sources: FactSet
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Median EBITDA Multiples Trend

Sources: Pepperdine Private Capital Markets Report, PitchBook Data, GF Data M&A Report November 2018, Market Pulse

* Combination of buyers equity and senior debt

 79% expect increased average number of deals in 2019 (up from 70% a year ago) 

 83% expect strong market to expire within the next 24 months (33% say its within 12)

 19% of  transactions valued below $2M were business services – highest proportion

 27% of transactions valued above $2M were in manufacturing – highest proportion

 66% of investors/buyers use adjusted EBITDA multiple when valuing privately-held 
businesses

 Top 3 reasons deals didn’t close were valuation gap (36%), unreasonable seller/buyer 
demand (20%) and no market for business (11%) 

Advisor, Investor, and Executive Surveys

EBITDA Manufacturing
Construction & 

Engineering
Consumer Goods 

& Services
Wholesale & 
Distrubution

Business Services
Basic Materials & 

Energy
Healthcare & 

Biotech
Information 
Technology

Financial Services
Media & 

Entertainment
Average

< $1M 5.0x 3.5x 4.3x 5.5x 3.0x 5.0x 4.3x 7.0x 5.5x 4.0x 4.7x
$1M - $5M 5.5x 4.5x 5.5x 5.5x 4.8x 5.5x 5.5x 7.5x 6.0x 5.5x 5.6x
$5M - $10M 6.5x 5.0x 5.8x 5.8x 5.3x 6.0x 7.3x 8.0x 7.5x 6.0x 6.3x
$10M - $25M 7.5x 6.5x 6.5x 7.5x 6.0x 6.0x 7.5x 8.5x 7.8x 6.5x 7.0x

2017 2018
8.7 9.3

Average Number of Months to Close 
Deals

Low High Low High

Cash* 82% 86% 78% 85%

Seller 
Financing 10% 17% 10% 11%

Earn Out 0% 4% 1% 3%

Retained 
Equity 0% 4% 0% 4%

2017 2018

Breakdown of Cash at Close


