
News and Information You Can Use May 2007 

This Time the Cards are Stacked in Your Favor 
by 

Joan M. Gruber Ridley 
 

If you tried to sell your business between 2000 and 2005, you probably had a 
difficult time finding a qualified buyer  who was willing to pay a fair price.  Part 
of the problem was that no one wanted to buy, cash was not readily available, 
and interest rates were unattractive.   Another reason you might have had a 
difficult time attracting qualified buyers is that your sales or net income might 
not have been as impressive as they had been s few years earlier.  In short, it 
ǿŀǎ ƴƻǘ ǘƘŜ ōŜǎǘ ǘƛƳŜ ǘƻ ǎŜƭƭΦ  .ǳǘ ǘƘŀǘΩǎ ŀƭƭ ŎƘŀƴƎŜŘΦ  LŦ ȅƻǳ ǿŀƴǘ ǘƻ ŜȄƛǘ ƛƴ ǘƘŜ 
next 3 to 5 years, consider accelerating your plans.  This might be as good as it 
gets.  The mergers and acquisitions industry has had its ups and downs, but we 
ŀǊŜ ŎǳǊǊŜƴǘƭȅ ƛƴ ƻƴŜ ƻŦ ǘƘŜ ǎǘǊƻƴƎŜǎǘ ǎŜƭƭŜǊǎΩ ƳŀǊƪŜǘǎ ǘƘŀǘ ǿŜ ƘŀǾŜ ŜǾŜǊ 
witnessed.  If you are thinking that you want to hold on a little longer to enjoy 
another year of strong positive cash flow -  ōŜŎŀǳǎŜ ȅƻǳ Ƨǳǎǘ ŎŀƴΩǘ ƭŜǘ ƎƻΣ 
because you think this upward trend will continue indefinitely, or maybe you 
ŘƻƴΩǘ ƪƴƻǿ ǿƘŀǘ ȅƻǳ ǿŀƴǘ ǘƻ Řƻ ƴŜȄǘΣ ƪŜŜǇ ƛƴ ƳƛƴŘ ǘƘŀǘ ōŀŘ ǘƛƳƛƴƎ ŎƻǳƭŘ 
wipe out your anticipated gains. 
 

Why Now Might Be the Best Time To Exit 
 

Capital Gains Taxes Likely to Rise 

There are several reasons why you would be wise to start the exit process 
now.   Many think that capital gains taxes are likely to increase with the next 
administration.  Under the Bush administration, Federal capital gains taxes 
were reduced from 28% to 15% until 2010.  Given the current Federal deficit 
and the possibility of a change of party in the white house, it is quite possible, 
some say quite likely, that the capital gains tax will increase.   That means you 
will need to sell for a lot more to net the same amount. 
 

Interest Rates Likely to Increase 

Another reason to sell now is that we are currently in a low interest rate 
environment.  Buyers tend to pay more when the cost of money is low.  In 
addition, there is plenty of cash available.   This combination tends to drive up 
prices that buyers are willing to pay. Lower interest rates also make growth by 
acquisition a more attractive option than organic growth.  A higher sale price 
and modest capital gains taxes add up to more dollars in your pocket. 
 

Potential Future Buyer Pull-Back 

Take a look at who is buying.  Private equity groups are major players in this 
market. They are flush with cash and searching for businesses to buy.  Many 
are paying top dollar and are leveraging their purchases to the hilt.  A slow 

©2008 Joan M. Ridley 



down in the economy could have a negative effect on the performance of their 
portfolio companies, resulting in a reduced appetite for more purchases. 
 

Increased Competition for Buyers 

Baby boomer business owners are just now beginning to think about exiting.  
According to a study by the University of Dallas School of Management, 80% of 
business owners are thinking about selling, 70% in the next three years.   Their 
findings are consistent with other studies such as the PriceWaterhouseCoopers 
study.    Competition will be keen for attractive buyers.  You will need to offer a 
more attractive opportunity in the future to even be on the radar screen of the 
most desirable buyers. 
 

¢ƘŜǊŜΩǎ hƴƭȅ hƴŜ /ŀǘŎƘΧ 

You or your business might not be prepared to exit now.   Many business owners 
think they are well-prepared, but an outside independent third party or a buyer 
might disagree.   Start working on your comprehensive exit plan today.  It could 
take as much as three to five years to get your personal and business house in 
order.   To maximize the net after tax dollars you walk away with, prepare now so 
can exit for top dollar while market conditions are optimum.  If you wait until the 
market peaks before you start preparing, you might find that you missed the 
opportunity and have to wait for the next upturn in the mergers and acquisitions 
cycle to exit on your terms. 
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Joan Ridley is a principal of Business Wealth Solutions, a Dallas-based  firm 
that  grows and harvests entrepreneurial wealth.  Call us at 214-692-9192 for a com-
plimentary meeting to learn more about our services. 


