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MIDDLE MARKET PRIVATE EQUITY?

The U.S. middle market captures companies with annual revenues between $10 million and $1 billion. These are the
businesses that are powering the U.S. economy.
Middle market firms break into three subsets: lower ($5-$150 million/annual revenues); middle ($150-$500
million/annual revenues; and, upper ($500 million-$1 billion/annual revenues).
This diverse segment reaches across all industries and encompasses publicly and privately held companies,
family-owned businesses, partnerships, and sole proprietorships.

Middle Market
In the U.S., the fastest-growing companies are
middle market businesses. Middle market companies
that are owned by PE firms grow 1.5-2% faster than
the middle market as a whole.
The Middle Market is the heart of the U.S. economy,
representing 33% of total U.S. private sector GDP.

There are around 200,000 companies in the middle
market — more than a quarter of which are PE-owned
— that provide more than 30 million American jobs.
Middle market investors seek out “little leading”
companies that are ripe for growth and innovation, and
help them expand and create jobs.

SNAPSHOT OF THE
The only way to be a successful private equity fund in the lower and middle market is to
find smaller businesses and help them grow into bigger, better businesses. To put it
simply, private equity funds are investment vehicles that pool capital largely from
institutional investors like pensions and endowments and then invest in businesses that
are not publicly traded to help them grow.
The middle market contains about 200,000 firms with a gross contribution to domestic
private sector gross domestic product (GDP) of about 33 percent, employing nearly 48
million people. (Source: National Center for the Middle Market, The Ohio State
University, Fisher College of Business, NCMM MMI Q2 2020)
Private equity is a continuum that spans from the very early-stage small angel investors to
the largest buyout funds and everything in between. A robust economy requires every
segment of this continuum to be healthy.
According to an Ernst & Young report prepared in 2019 for the American Investment
Council, 8.8 million workers are directly employed by the private equity sector, which
includes private funds as well as private equity-backed firms.
These workers collectively earn $600 billion in wages and benefits, which equates to
approximately $36/hour for full-time employees.
Moreover, suppliers to the private equity sector employed an additional 7.2 million
workers that earned $500 billion in wages and benefits.
The middle market is not just important from a national perspective. At both the state and
local levels, in every industry and corner of the country, it is middle market companies
that are creating new jobs and driving economic growth in their regions and
communities.
SBIA is the premier national association representing investment firms in the lower
middle market.
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