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The Mufson Howe Hunter Middle Market M&A Update is designed to provide business owners,
managers, private equity investors and M&A professionals with a summary of current market trends
in the U.S. Middle Market.

Mufson Howe Hunter Commentary @

The U.S. M&A market closed out Q1’20 with the outset of the COVID-19 economy. We will not
determine its full-frontal effect on the M&A marketplace until we review the Q2’20 statistics, but
already in Q1°20 both deal count and transaction dollar volume started a downward progression which
will likely not change until the latter part of the year. That assumes the economy will be returning to
some modicum of normal commerce by that point. For the quarter ending March 31, 2020, deal dollar
volume was off 69% Y0Y and 52% when compared to Q4°19. Total deal count was down 13% YoY
in Q1°20, with deals of $1 billion and greater in TEV dropping 34%. Valuations for the U.S. M&A
marketplace as a whole averaged a 10.6x EBITDA multiple, down slightly from 10.8x a year ago in
Q1°19. For Private Equity Sponsors, EBITDA valuations rose in Q1°20 to 12.9x, up slightly from the
Q1’19 multiple of 11.5x. Average overall leverage used in PE Sponsor transactions in Q1’20 decreased
to 46%, down from 52% in Q4°19. We would expect leverage in PE-backed transactions to remain on
the conservative end of the historical range (i.e., 45% to 50%) as credit underwriting and overall risk
is priced into this economy. Furthermore, we will likely see overall deal valuations soften particularly
for companies in industries (e.g., leisure, hospitality and retail) with higher levels of exposure to
commercial restrictions due to COVID-19. In the Lower Middle Market (LMM), defined as TEV below
$250 million, Q1°20 deal count was off by 19% YoY and 18% compared to the previous quarter.
Within the LMM in Q1°20, deals with $15-$25 million in EBITDA saw an average valuation of 10.6x
down from 11.1x in Q4°19, deals with $10-$15 million in EBITDA priced at 12.0x up from 10.9x in
Q4°19, deals with $5-$10 million in EBITDA priced at 8.4x down from 11.4x in Q4’19 and deals
below $5 million in EBITDA priced at 8.4x down from 9.1x in Q4°19.

For the remainder of the year, we expect deals with strong fundamentals, particularly with limited
exposure to those economic sectors affected by COVID-19, to maintain healthy valuations given their
coveted nature among buyers and the liquidity in the marketplace. However, we do anticipate a
meaningful drop in deal count and associated dollar volumes coupled with softening of valuations as
the stay-at-home COVID-19 economy fights its way back to “normal” in the coming months. The
markets in the U.S. have Private Equity Sponsors sitting with roughly $750 billion in dry powder to be
invested in the U.S. economy, and although a portion will certainly be used to bolster balance sheets
of existing portfolio companies, most of the dry powder will be ear-marked for new investment
platforms and add-on acquisitions. When you fold into the mix the lending capacity of the commercial
bank funding and the $176 billion in Debt Funds, there should be sufficient liquidity to keep a low
flame of activity over the next few quarters.

Size Range U.S. Announced M&A Transactions
oo [ won | o | o | VioWaris | ioMar30
$0-25mm 7.3x 7.3x 7.6x 7.4x 7.1x 7.3x
$25-50mm 8.2x 9.2x 8.1x 7.3x 5.8x 7.1x
$50-100mm 8.5x 9.0x 8.9x 8.4x 4.1x 9.9x
$100-250mm 8.5x 9.0x 9.6x 10.3x 12.2x 10.1x

@ Source: CapitallQ and PitchBook
@ source: CapitallQ

We hope you find our report valuable, and we welcome any comments or suggestions.

Regards,

flikd (P

Michael J. Mufson
Managing Director

Mufson Howe Hunter & Company LLC is a middle-market focused investment bank providing
M&A, capital raising and financial advisory services.

Broker/Dealer services offered through a wholly owned subsidiary Mufson Howe Hunter &
Partners LLC, Member SIPC | FINRA
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U.S. - All Reported M&A Activity

Number of Transactions Transaction Value ($mm)
16,000 - r $2,000,000
- $1,800,000
14,000 -
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12,000 -
- $1,400,000
10,000 -
 $1,200,000
8,000 - $1,000,000
r $800,000
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r $600,000
4,000
—  $400,000
I — —
2,000 -
r $200,000
o e o
2015 2016 2017 2018 2019 YTD Mar-19 YTD Mar-20
Undisclosed 11,543 10,823 10,864 11,692 11,895 3,105 2,698
m Trans Value > $1B 193 198 173 208 174 38 25
$500mm-$1B 135 139 150 139 115 19 22
m— $250-500mm 195 188 152 202 163 35 32
mm \fiddle Market 2,433 2,254 2,221 2,250 2,050 503 405
Total Transaction Value $1,770,895 $1,436,590 $1,179,612 $1,341,874 $1,288,108 $416,302 $128,706

Note: Publicly disclosed M&Atransactions
Source: CapitallQ, Mufson Howe Hunter

U.S. - All Reported M&A Activity

Number of Transactions Transaction Value ($mm)
4,000 4 - $450,000
3,500 - F $400,000
- $350,000
3,000
- $300,000
2,500 -
 $250,000
2,000 -
F $200,000
1,500 -
- $150,000
1,000 -
 $100,000
— — — . - —
500 1 == | $50000
T Qo018 Q3-2018 Q4-2018 Q1-2019 Q2-2019 Q3-2019 Q4-2019 QL2020 | &
Undisclosed 2,807 2,912 3,030 3,105 2,967 2,904 2,919 2,698
= Trans Value > $1000 65 47 51 38 43 46 47 25
$500mm-$1B 46 30 35 19 30 30 36 22
m— $250-500mm 37 57 65 35 48 38 42 32
mm \liddle Market 537 592 568 503 510 546 492 405
Total Transaction Value $390,511 $290,352 $350,163 $416,302 $366,688 $237,000 $268,118 $128,706

Note: Publicly disclosed M&A transactions
Source: CapitallQ, Mufson Howe Hunter
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U.S. Lower Middle Market M&A Activity - Transactions Below $250 million

Number of Transactions Transaction Value ($mm)
3,000 - r $120,000
2,500 - r $100,000
2,000 - . - $80,000
1,500 - - $60,000
1,000 - - $40,000
500 - — - $20,000
.
T 2015 2016 2017 2018 2019 YTD Mar-19 YTD Mar-20 A
m— $100-250mm 306 300 305 341 242 57 59
$50-100mm 250 272 259 271 240 49 43
[ $25-50mm 338 296 305 294 295 63 59
— $0-25mm 1,539 1,386 1,352 1,344 1,273 334 244
—Total Transaction Value $92,228 $90,745 $89,189 $96,174 $77,386 $17,913 $16,990

Note: Publicly disclosed M&Atransactions
Source: CapitallQ, Mufson Howe Hunter

U.S. Lower Middle Market M&A Activity - Transactions Below $250 million

Number of Transactions Transaction Value ($mm)
700 r $30,000
600
- $25,000
o ]
r $20,000
400 -
r $15000
300
[ $10,000
200 -
- $5,000
100 - %
Q2-2018 Q3-2018 Q4-2018 Q1-2019 Q2-2019 Q3-2019 Q4-2019 QL2020 | &
m— $100-250mm 73 91 91 57 57 57 71 59
$50-100mm 59 73 78 49 54 84 53 43
J— $25-50mm 70 85 73 63 72 78 82 59
— $0-25mm 335 343 326 334 327 327 286 244
Total Transaction Value $20,967 $25,959 $25,352 $17,913 $18,752 $20,327 $20,184 $16,990

Note: Publicly disclosed M&A transactions
Source: CapitallQ, Mufson Howe Hunter
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All U.S. M&A Transactions

Source: PitchBook
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I Mergers & Acquisitions Update

U.S. M&A Valuation Multiples Breakdown by EBITDA Size Buckets

Source: PitchBook

mmmm Debt/EBITDA = Equity/EBITDA
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Private Equity and Strategic M&A Valuation Multiples

U.S. Middle Market PE Buyout M&A Median Valuation Multiples

Middle Market, as defined by PitchBook, includes transactions valued at $25 million up to $1 billion. The following
chart depicts certain key elements of Middle Market Private Equity M&A activity through March 31, 2020.

mmmm Debt/EBITDA  mmmm Equity/EBITDA EV/EBITDA
14.0x 12.7x 12.9x
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1ex 2 11 115 115x 115 ~
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2017 2018 2019 2020

n= 48 48 48 50 44 46 37 31 33 26 26 26 27

Source: PitchBook

North American Strategic M&A Median Valuation Multiples
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Source: PitchBook
*As of March 31, 2020
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Mufson Howe Hunter is an independent investment bank for middle-market companies. We focus on selling businesses,
recapitalizations, buy-outs, acquisitions and raising capital. Unique to the middle market, our senior bankers have extensive
corporate finance experience and deep knowledge of the capital markets.

Mergers & Acquisitions
e  Advise buyers and sellers (public and private companies)
e  Sale of businesses, strategic acquisitions, recapitalizations, management buy-outs and industry build-ups
e  Specific background in representing closely-held and family-owned businesses

Raise Capital
e Equity (control and non-control)
e  Mezzanine financing
e  Senior and junior debt
e Typically raise debt & equity capital from commercial banks, finance companies, investment funds and private

equity sponsors

Financial Advisory Services
e  Analysis of business strategies and options
e  Fairness opinions
e  Complex Valuations

TROVE

UNIF(EDDOOR & HARDWARE GROUP

(CASSO

by doc-tor.com

Doc-tor.com Holdings LLC has
been acquired by

TROVE Predictive Data Science Inc. has
Unified Door & Hardware Group has been acquired by

Completed a recapitalization with
2N
E Source (‘ 2 HARRIS
N HEALTHCARE
a portfolio company of a division of
DUNES POINT capitat e

CAPITAL
PARTNERS

Mufson Howe Hunter & Company LLC initiated this
Transaction and acted as exclusive financial advisor to
Unified Door & Hardware Group

Mufson Howe Hunter

Mufson Howe Hunter & Company LLC initiated this
Transaction and acted as exclusive financial advisor to
TROVE Predictive Data Science Inc.

Mufson Howe Hunter

Mufson Howe Hunter & Company LLC initiated this
Transaction and acted as exclusive financial advisor to
Doc-tor.com Holdings LLC

Mufson Howe Hunter

Mufson Howe Hunter & Company LLC
1717 Arch Street

39th Floor

Philadelphia, PA 19103

215.399.5400

Visit us at:

Broker/Dealer services offered through a wholly owned subsidiary Mufson Howe Hunter & Partners LLC, Member SIPC | FINRA
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