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Lakelet Hits the Mark with 2016 Predictions  
Nostradamus may not have predicted 2016 more accurately.  Of course, my goal was to predict 2016 economic results in 2015 – 
not a century in advance.  However – I will take credit for some of the accurate forecasts. 

 Prediction was  → Price of Oil per Barrel ▼12% 
In reality as of this date, the actual decline average was +20%. The gas and oil industries were never able to rebound. However, 
next week, I will be predicting some positive economic indicators for the 2017 gas and oil industry. 

 Prediction was → Price of Gold ▼5% 
Would you believe the actual decline in the value of gold was 4.8%. The day that precious metal are adversely correlated to the 
price of gold are gone. 

 Brazil will set new economic lows 

 
After spending so much time in this South American country – this prediction was inevitable due to the corruption of their politics, 
World Cup and hosting the Olympics. Until the unemployment (which is currently over 11 million Brazilians) and the elimination of 
unparalleled superfluous regulatory agencies are truly addressed – this country will continue to be a “diamond in the rough”. 
 

 US$ in relationship to the CAD – little to no change 

 
The USD compared to the CAD low was 1.253 with a high of 1.458.  
 
Continued on page 2 
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Lakelet Hits the Mark with 2016 Predictions 
Continued from page 1 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Technology has proven to be a huge factor in the issues facing the health care and banking industry. The health care industry lags be-
hind many other industries when it comes to technology because it’s difficult for health professionals to have the analytical and busi-
ness oriented skills to comprehend data that would improve their efficiency. The lack of information exchange between payers and pro-
viders also creates a challenge in providing better service to patients. Technology has also reduced barriers to entry in the banking 
industry as large upfront investments aren’t needed for new players to enter the market. The behavior of banking consumers is also 
changing as Millennials are more tech-savvy and transaction-oriented which is increasing the competition in the industry as they are 
less influenced by traditional brands. 

 M&A Continues to be a “Seller’s Market” 
 
Investors’ confidence took a hit in 2016 following the 
vote for Brexit. In spite of this event, many of the over-
all M&A opportunities and conditions remain favorable 
for deals. While larger deals and private equity deals 
saw a decline prior to the EU referendum, the corpo-
rate mid-market deals remained relatively robust. The 
transaction process slowed following Brexit as deal 
makers assessed the new environment more cau-
tiously. However cautious, deal makers are still get-
ting deals done and making strategically important 
acquisitions, demanding premium valuations. Alt-
hough 2016 has been a time of uncertainty and 
change for the Private Equity market, several experts 
have concluded 2016 is still very much a “Seller’s 
Market”. See chart for number of deals in 2016.  

 US Manufacturing – Challenges Continue- Bringing it back to US delayed by appreciation in US dollar 
 
According to most economists, the dollar is likely to continue appreciating for two more years at least due to the relatively low-risk U.S. 
market that appeals to investors. In 2015, the trade gap hit lowered U.S. GDP growth to 2.4% (from a potential 2.8%) and predicts a 
similar decline of about .4% for 2016 and 2017 as well, according to Bergsten of the Peterson Institute.  

 Canadian Manufacturing ▼5% - currency +inefficiencies+ international market challenges 
 
Approximately 70% of total Canadian manufacturing decreased in 2016 with constant dollar sales declining and a decrease in sales of 
motor vehicles and petroleum and coal products.  

Continued on page 3 

 Most Improving Industry – Transportation (except 
Aerospace) – both due to price of energy and de-
mand. 

 
The reason transportation firms have been able to sur-
vive during periods of slow economic growth is their 
ability to effectively maximize the profit per shipment. 
This results in a continued growth at 2% to 4% for 
freight management annually, while firms continue to 
find innovative ways to improve shipping procedures. 
According to the U.S. Freight Transportation Forecast 
complied by the American Trucking Association, inter-
modal transport is expected to grow at a rate of 6.6% 
per year until 2016 and then at 5.5% per year until 
2022. 

 Most Challenging Industries – Healthcare Provid-
ers, Gas / Oil and Small / Regional Bank-
ing.  (Healthcare Providers and Small / Regional 
Banking due to compliance challenges, lack of 
economies of scale, size is not a competitive ad-
vantage) 
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Lakelet Hits the 
Mark with 2016 
Predictions  

Continued from page 2 

 The Canadian housing bub-

ble bursts. The epicenter will 

be Vancouver and Toronto 

with national fall out 

The Vancouver housing bubble 

is known as the hottest in Cana-

da experienced signs of trouble 

in July as overall sales declined 

by 19% and sales of detached 

homes declined by 31%.  

 Major Technology Winner – 

Microsoft 

Microsoft’s success can be 

measured by its 20% jump in 

search revenue and its ability to 

double the number of Dynamic 

CRM users. This combined with 

a 2.7% dividend yield in cloud 

sales and innovations gives Mi-

crosoft an industry lead. Mi-

crosoft’s stock price on January 

4th, 2016 was $54.8 and today 

it’s $63.61.  

 Major Technology Loser – 
Oracle 

 
Compared to Microsoft’s suc-

cess, Oracle cannot measure up. 

Oracle’s stock price on January 

4th, 2016 was $35.75 and today 

it’s $38.88, further proving the 

success of Microsoft 

 

Determining the True Cost of a Business 
Turnaround Part 1  
If you're like most business owners, you've sacrificed a lot for your company: worked long hours, 

borrowed money, and missed family events. Until recently, the business did OK and provided 

you a nice income. 

Today, things have changed. Our economy is in decline, expenses are rising, and you find your-

self between a rock and a hard place. You certainly didn't plan for this to happen, but your busi-

ness is struggling. . . and the pressure is mounting. 

 

In order to find the answer, you have a few things to consider: 

 How far have you come to acceptance that a problem exists? 

•    How quickly do you have financial information? 

•    Do you have accurate job costing / internal controls? 

•    What is the Size of the Entity? 

•    Where is your business in terms of growth? 

•    What is the Life Cycle of your product offering? 

•    What’s the degree of technology utilized? 

•    What’s the value added vs. commodity? 

•    What is your Cash Flow from operations? 

•    What’s the status of the industry as a whole?  

•    What’s the Debt – Equity Ratio? 

•    What degree of internal sophistication (CPA, CFO or bookkeeper) do you possess? 

•    What does your infrastructure (ERP / CRM) look like? 

•    What’s the percentage of new clients / customer in the past 24 months? 

•    Are you proactive or is the bank / lender / PE requiring you get help? 

•    What is your turnover in employees – too much or too little? 

•    What’s the percentage of revenue spent on marketing? 

•    What’s the percentage of revenue spent on training? 

•    Do you have a business plan? A failure to plan is a plan to fail. 

•    What is the number of formal board meetings per year?  

After answering these questions, you should consider a guided turnaround. A guided turnaround 

works well for business owners who realize that trying something different is better than continu-

ing on the present course and risking the life of their business. 

 

Before reaching out for professional help, you naturally have more questions, such as: 

•    'What exactly is involved in a turnaround?' 
•    ‘How will this affect my reputation in the community?' 
•    'Is there a proven strategy I can rely on?' 

You can rehabilitate almost any business by making it smaller and controlling the cash, while you develop a turnaround plan 

your creditors will accept. 

 

A guide to accomplish this is the Turnaround Roadmap. It's based on a turnaround procedure our turnaround specialist developed 

during 30 years of helping clients revitalize their companies. 

 

The Turnaround Roadmap is particularly effective for business owners who have the following characteristics: 

 

•    A strong work ethic and the will to succeed; 

•    Maturity to know their company needs something other than more money to heal itself and stay healthy; and 

•    Manage a business with annual revenue greater than $2 Million. 

Continued on page 4 
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Determining the True 
Cost of a Business 
Turnaround Part 1  
Continued from page 3 

 

Our Turnaround Services 

 

For business owners who recognize the value of an on-

site turnaround specialist, we provide immediate peace 

of mind with a 30-year track record of success. 

Our turnaround specialist will immediately come to your 

business and help you revive your company. You can 

breathe easy while we do most of the heavy lifting, 

meet with your bankers and creditors, and guide you 

through the turnaround of your company. 

 

How Does This Work? 

 

When you hire us as your turnaround consultant, we 

will develop a custom turnaround plan for your business 

and help you implement it. 

 

•    First, we will stabilize your cash flow so we can 

calm things down with your creditors. 

•    Second, we will conduct a series of tests to di-

agnose your business problems. Based on the results, 

we'll recommend solutions, prepare a cash forecast, 

and develop a written turnaround plan for your compa-

ny. 

•    Third, we will prepare a series of action items 

and help you implement them as you guide the turna-

round to a successful conclusion. 

Most consulting engagements take several months. In 
difficult cases, additional time may be required. 
 
Experience Matters. If you were looking for a medical 
specialist to treat a life-threatening condition, you'd nat-
urally want one who knows what he's doing. We've 
been doing turnarounds since 1977. A long list of cli-
ents have successfully turned their companies around 
and regained their profitability. It's a reasonable bet you 
can, too. 
 
Are We The Right Specialist For You? The answer 
depends on several factors. We produce the best re-
sults for clients who have the will to fix their companies 
and who can adapt to modest change. However, there 
isn't much we can do if you believe that borrowing more 
money will heal an unprofitable business. 
 
What Does This Cost? As you would expect, the fee is 
determined by the severity of the problem. We do not 
charge by the hour. Instead, you get our services for a 
fixed fee. This way, you know before we begin exactly 
what it will cost to turn your company around, and there 
will be no surprises. Our Part Two of this blog will spe-
cifically quantify the cost of a turnaround.  

Valuing Intellectual Property  

 

 

Lakelet Advisory Group’s business valuation focus is challenged entities 

and complex intellectual property (“IP”) assets. Valuing early stage, tech-

nology-based intellectual property assets is challenging, in large part due 

to the difficulty in incorporating the effects of risk and uncertainty inherent 

in these assets into their valuation. Technology-based intellectual proper-

ty  assets, usually protected as patents and/or trade secrets, are typically 

valued using the same three common approaches as are used to value 

businesses or other assets. These approaches include:   

1) Income approach; 

2) Market approach; and  

3) Cost approach.  

However, technology-based IP assets pose many unique challenges to a 

valuation analyst. A few illustrative examples of such challenges include: 

  Income approaches are often difficult to implement for a variety of 

reasons, including the difficulty in quantifying the portion of a product 

or service’s cash flows that are attributable to the subject IP asset; 

 Market approaches are often difficult to implement for many reasons, 

including the fact that IP assets are, by definition, unique. As such, 

comparable market transactions are often difficult or impossible to 

find. In addition, because IP assets are not traded on public markets 

and the transactions themselves are typically confidential, there are 

few public sources that reveal deal details that would be sufficiently 

comparable to be used to implement a market approach, and the data 

available from sources that do exist is often incomplete; and  

 Cost approaches are often difficult to implement because the cost to 

create the subject assets is almost always unrelated to the value of 

the asset (e.g., income generation, cost savings, etc.) that can be 

gained from use of the asset.  

However, in addition to these challenges, perhaps the most difficult issue 

associated with valuing technology-based IP assets is accounting for the 

significant risks associated with many of these assets. Accounting for risk 

is particularly difficult in the very common situation when technology-

based IP assets are valued prior to any (or significant) commercialization 

success; i.e., when the assets are “early stage.”   

Lakelet Advisory Group would be most interested in assisting you with 

your challenging restructuring / bankruptcy or intellectual property valua-

tions.  

*** 

“A vision without execution is like a hallucination.” - 

Thomas Edison 
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Contact Us 

Lakelet Advisory Group 
50 Fountain Plaza 
Suite 1400  
Buffalo, NY 14202  
 
(888) 971-3244 

info@lakeletag.com 

Visit us on the web at 

www.LakeletAG.com 

What’s Happening with Lakelet 
This Quarter?  

 

 Check out our new and improved website at 

www.LakeletAG.com. 

 On January 31st, Michael Koeppel will participate in a panel dis-

cussion on restructuring issues to a C-Corp Committee for the 

New York State Society of CPA’s.  

 Lakelet Advisory Group continues to be involved in complex in-

tellectual property valuations.  

“With out a struggle, there can be no progress.”  

Fredrick Douglass  

Lakelet Advisory Group LLC  

Lakelet Acquisition Corporation 

We are excited to celebrate our one year anniversary of the launching of our sister firm, Lakelet 

Acquisition Corporation. Lakelet Acquisition Corporation (“LAC”) is an independent sponsor seek-

ing to acquire companies where we can leverage our proven resources, cumulative knowledge, 

business models, and business partners to add value in the lower middle market.  

LAC offers a number of unique differentiators for companies considering a sale and / or signifi-

cant investment partner in the lower middle market. We are seeking to provide high-level strategic 

and operational expertise in acquiring companies in 2017. LAC provides more than the capital for 

the acquisition - LAC possess the necessary strategic partnerships to take the entity to the “Next 

Level”.  

Some key factors we are looking for in companies include:  

 Private companies with annual EBITDA in the $1 MM+ range (up to $10 MM); 

 Annual revenue in the $5 MM+ range (up to $50 MM); 

 Smaller targets considered if other criteria are strong; 

 Industries with barriers to entry and/or intellectual property; 

 Companies without significant concentration issues (customer, restricted supply chain); 

 Key players interested in taking the company to the “Next Level” with us;  

 Ideal industries: manufacturing, business services, technology, health care, distribution, and 

consumer goods; 

 Will consider distressed / troubled companies; and 

 Geographically focused in the U.S. and Canada.  
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