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Heating and Air-Conditioning Contractors in the US

Heating & Air Conditioning Contractors Observations & Outlook

Sources: IBISWorld

Heating & Air Conditioning Contractors Highlights

 2018 revenue: $93.8 billion
 2018 profit: $5.3 billion
 Annual growth 2013 – 2018: 3.1%
 Annual growth projected 2018 – 2023: 2.2%
 Key industry drivers: housing starts, value of private 

nonresidential construction, per capital disposable income, private 
spending on home improvements, 30-year conventional mortgage 
rate, value of residential construction.

Products & Services Segmentation

Heating & Air Conditioning Contractor Expected Revenue Growth

5.90%

50.80%

32.50%

10.80%

Refrigeration Systems Installations
Maintenance & Repairs ($5.53B)

New Construction HVAC
Installation ($47.65B)

HVAC Maintenance & Repairs
($30.49B)

Existing Structure HVAC
Installations ($10.13B)

 Over the five years to 2019, the Heating and Air-Conditioning 
Contractors industry has expanded alongside broad construction 
trends. 

 Demand for Heating and Air-Conditioning Contractors industry 
services is projected to warm up over the five years to 2024. 
Accelerating construction markets in both residential and 
nonresidential markets is forecast to continue boosting demand 
for new HVAC installations,

 Expanding per capita disposable income, as well as the growing 
popularity of energy-efficient systems, which also lower operating 
costs for businesses and households, is expected to drive demand 
for installations in existing structures. 
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Housing Starts % Change

Heating and Air-Conditioning Contractors in the US

Value of Private Nonresidential Construction

Sources: IBISWorld, US Census Bureau, Bureau of Economic Analysis

Housing Starts

 This driver measures the number of new, privately owned housing 
units started in a given year. This includes both single-unit and 
multiunit developments.

 Growth in the new housing construction market is expected to 
continue over the five years to 2024, albeit at a more-moderate 
pace. Housing starts are expected to increase at an annualized rate 
of 2.5%.

 With unemployment at or below the natural rate of 
unemployment, developers and individuals alike have been more 
willing to invest in new units.

Housing Starts

Value of Private Nonresidential Construction

 The value of private nonresidential construction refers to 
investment in office buildings, hospitals, factories, power plants, 
mining shafts, communication lines, farms, railroads, schools, 
brokers' commissions and net purchases of used structures. The 
data for this report is presented in chained 2012 dollars.

 Private investment is expected to continue expanding over the 
coming years to foster growth in private nonresidential 
construction. The translation of increased corporate profit to new 
spending typically has a lag. Over the next few years, significant 
spending growth is expected to materialize as nonresidential 
structures are produced to match shifting manufacturing activity. -20.0%
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Per Capita Disposable Income % Change

Heating and Air-Conditioning Contractors in the US

Private Spending on Home Improvements

Per Capita Disposable Income Per Capita Disposable Income

Private Spending on Home Improvements

Sources: IBISWorld, Bureau of Economic Analysis

 Per capita disposable income determines an individual's ability to 
purchase goods or services. It is calculated by taking income 
earned from all sources (wages, government transfers, rental 
income etc.) minus taxes, savings and some non-tax payments 
(e.g. fines, forfeitures and donations) and dividing by the total US 
population. The data for this report is presented in chained 2012 
dollars.

 Continued job gains and a labor market hovering near full 
employment combined with improved housing and stock values 
will increase income levels. Based on the newest tax plan, the tax 
burden is expected to be reduced in the next few years, which 
should support higher income.

 This driver measures private spending on home improvements, 
upgrades and repairs. This type of spending is a component of the 
value of residential construction, more formally known as private 
investment in residential structures. The data for this driver is 
presented in chained 2012 dollars.

 Steady activity in the housing construction market is expected to 
continue over the five years to 2024. Rising disposable incomes 
and relatively low unemployment are expected to continue to 
place money back in homeowners' pockets and drive stronger 
investment in homes. Furthermore, rising home prices and greater 
sales of existing homes are expected to support demand for 
renovations just as they magnified the downturn.
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30-year Conventional Mortgage Rate % Change

Heating and Air-Conditioning Contractors in the US

Value of Residential Construction

30-year Conventional Mortgage Rate 30-year Conventional Mortgage Rate

Value of Residential Construction

Sources: IBISWorld, Bureau of Economic Analysis, Freddie Mac’s Primary Mortgage Market Survey

 The 30-year fixed rate mortgage is the most-common type of loan 
for home purchases in the United States. The values presented in 
this report are annual figures, derived from equally weighted 
monthly averages.

 Mortgage rates declined for the sixth consecutive year in 2012, 
falling 0.80 percentage points to 3.66%. During the year, the 
mortgage rate eased to a historic low as growth in the economy 
fell short of market projections.

 This driver, formally known as real private residential investment 
in structures, measures spending by individuals and businesses on 
residential construction. This includes expenditure on single-
family and multi-family structures, manufactured homes, 
dormitories, improvements on existing locations, brokers' 
commissions and net purchases of used structures. The data for is 
presented in chained 2012 dollars.

 Growth in the value of residential construction is forecast to 
continue over the five years to 2024, albeit at a much slower pace. 
A sign of the country's murky economic outlook, the Federal 
Reserve has indicated that interest rate hikes be halted in the 
short-term.
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Select Comparable Transactions within the HVAC Contractor Sector

Sources: FactSet
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HVAC Equipment Manufacturing Public Comparable Companies 

Market Share - HVAC Equipment Manufacturing in the US Latest Twelve Months Average Multiples Trend

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
INGERSOLL-RAND PLC 107.95$    26,469$             30,200$          15,860$    2,417$      1.9x 12.5x 1.1x 6.9x
UNITED TECHNOLOGIES CORP 128.89$    110,936$           152,199$        69,639$    10,168$    2.2x 15.0x 1.0x 6.7x
JOHNSON CTLS INTL PLC 36.94$      33,464$             46,870$          27,733$    3,603$      1.7x 13.0x 0.9x 6.8x
DAIKIN INDUSTRIES 117.18$    34,295$             36,525$          22,374$    3,387$      1.6x 10.8x 0.9x 5.7x
LENNOX INTL INC 264.40$    10,602$             11,867$          3,839$      559$         3.1x 21.2x 2.0x 13.5x
MESTEK INC 28.23$      214$                  186$              354$         26$           0.5x 7.2x 0.5x 7.2x
AAON INC 46.18$      2,418$               2,411$            449$         85$           5.4x 28.4x 4.2x NM

Average 1.5x 7.8x
Median 1.0x 6.9x

Guideline Public Companies in the HVAC Equipment Manufacturing Industry
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Ingersoll-Rand PLC

Carrier Corporation

Johnson Controls International
PLC

Daikin Industries Ltd.

Lennox International Inc.

Other
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HVAC Wholesaling & Maintenance Public Comparable Companies 

Market Share – HVAC Wholesaling in the US Latest Twelve Months Average Multiples Trend

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
WATSCO INC 143.21$    4,927$               5,314$            4,551$      385$         1.2x 13.8x 0.8x 9.8x
COMFORT SYS USA INC 52.39$      1,951$               1,999$            2,256$      202$         0.9x 9.9x 0.7x 7.9x
EMCOR GROUP INC 73.08$      4,123$               4,169$            8,389$      519$         0.5x 8.0x 0.4x 5.8x
ABM INDS INC 36.35$      2,425$               3,382$            6,462$      301$         0.5x 11.2x 0.4x 8.4x

Average 0.6x 8.0x
Median 0.5x 8.2x

Guideline Public Companies in the HVAC Wholesaling & Maintenance Industry
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Select Comparable Transactions within the HVAC Manufacturing and 
Distribution Sector

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


