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The optimum
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Introduction

One of the most frequent questions we
get from owners is:
When is the best time to sell?

Deciding when to sell your business
can be one of the most significant
decisions of the entrepreneurial
journey. It requires a delicate balance
of market awareness, financial
performance, and personal readiness.
Here, we will explore the factors that
determine the ideal timing for selling
your business, providing insights that
can help you make an informed
decision.

The Factors:

Q] Assessing Market

Conditions

02 Financial Performance

03 Personal Readiness



Assessing Market
Conditions

The broader economic environment plays a critical role in the success of a business
sale. Selling during an economic upswing or boom period can yield better returns
compared to a downturn. In a robust economy, buyers are more confident and
willing to pay a premium. Conversely, during a recession, buyers may be more
cautious, and valuations may be lower.

Interest Rates

Most buyers of businesses use debt to help pay for acquisitions. Typically, as interest
rates increase, the average cost of capital increases and business valuations decrease. A
seller needs to understand the macroeconomic conditions that will lead to any
near/mid-term changes in interest rates. If a seller believes interest rates will be
significantly lower in future, they may want to consider deferring the sale of their
business.

Industry Trends

Beyond general economic conditions, it's essential to consider the specific trends within
your industry. Are there advancements, disruptions, or rapid consolidation that could
affect your business’ value? For example, if your industry is experiencing rapid
technological advancement or regulatory changes, these factors could influence the
timing of your sale. Keeping a pulse on industry trends ensures you can capitalize on
favorable conditions.
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Financial
Performance

The financial health of your business is
another critical factor. Buyers are attracted
to businesses with strong financial
performance, consistent revenue growth,
and robust profit margins. It's advisable to
sell when your business is performing well,
as this will enhance its attractiveness and
value.

Historical Financials

Potential buyers will scrutinize your
historical financial statements. Ideally, you
should have a history of recent positive
financial performance. This includes
revenue growth, profitability, and efficient
cost management. Strong financials
provide buyers with confidence in the
sustainability and potential of your
business.

Future Projections

Equally important are your financial
projections. Buyers want to see a clear
growth trajectory. Prepare detailed
projections that highlight how the business
will continue to grow under new ownership.
This involves outlining potential market
opportunities, expansion plans, and
anticipated challenges.
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Personal
Readiness

Selling a business is not solely a financial decision; it involves significant personal
considerations as well. Assess your own readiness and motivations. Are you looking
to retire, pursue new ventures, or spend more time with family? Understanding
your personal goals will help you determine the right time to sell.

Emotional Preparedness

Emotional readiness is crucial. Consider if you're ready to pass the reins to someone else.
Founders and senior executives often have deep emotional ties to their companies,
viewing them as their legacy.

Health and Stress Levels

Running a business can be demanding and stressful. If managing the business is taking
a toll on your health or well-being, it might be time to consider selling. Your health and

quality of life should be a priority, and selling the business could provide the relief you
need.

Conclusion

Timing the sale of your business involves a combination of market awareness, financial
preparedness, and personal readiness. By carefully considering these factors and
preparing your business for sale, you can maximize its value and achieve a successful
transaction. Remember, selling a business is a significant decision that requires
thoughtful planning and expert advice.
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Toronto

3420 —130 Adelaide Street W.
Toronto, Ontario M5H 3P5
416-867-8300

Winnipeg

240 - 530 Kenaston Blvd.
Winnipeg, Manitoba R3N 124
204-488-2050

Calgary

1800 — 330 5th Avenue SW.
Calgary, Alberta T2P 2W1
403-827-1014

Halifax

418-400 Mic Mac Boulevard
Dartmouth, Nova Scotia B3A 417
902-877-1401

Questions?
Contact us.
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