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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

For the 9-month period ending September 2019, U.S. M&A transactions remained at record
levels, strongly supported by an increasing percentage of debt employed to fund deals. Overall
EV/EBITDA valuations for U.S. M&A transactions reported in the first 9 months of 2019
averaged 10.5x, up 0.9x from 9.6x in 2018. Overall leverage used in financing these transactions
increased by the same 0.9x multiple, up to 5.7x YTD 2019 from 4.8x in 2018, indicating the
EV/EBITDA valuation increases were driven primarily by a buyer’s ability to increase its use of
debt. When we carve out U.S. M&A data for Private Equity-sponsored transactions, we see the
same phenomenon. PE transaction valuations averaged a whopping 12.9x YTD 2019, up 1.4x
from 11.5x in 2018. Increasing debt levels represented the majority of this valuation appreciation
in the first 9 months of 2019, as EBITDA leverage increased by 1.1x, or a 19% uptick, to 6.9x
YTD 2019 from 5.8x in 2018.

With public equity markets in a highly volatile period, the middle market M&A scene should
remain strong, as long as we do not see a pullback of the buyout credit providers. That’s not too
likely given the relatively healthy credit statistics, the abundance of debt providers away from
the commercial banks coupled with the over $700 billion of dry powder available to fund
transactions in PE coffers. However, we are reaching the upper levels of leverage, and we will
begin to see a more conservative view of risk as the economic cycle shows signs of slowing up,
particularly within the commercial and residential construction verticals.

SgeRange | wvs. | | (| [ | ]

2014 | 2055 | 2016 | 2017 | 2058 | ViDSepds | ViDSep-19 |

$0-25mm 8.3x 7.1x 7.3x 7.3x 7.6x 7.6x 7.1x
$25-50mm 8.1x 7.2x 8.2x 9.2x 8.1x 8.1x 7.1x
$50-100mm 9.7x 7.2x 8.5x 9.0x 8.9x 9.4x 7.8x
$100-250mm 8.7x 8.7x 8.5x 9.0x 9.6x 9.7x 10.7x
n= 84 96 73 49 90 70 42

1 Source: CapitallQ
Our Quarterly M&A Update contains information on the following market segments:

e U.S. M&A Activity (All Reported)
e U.S. Lower Middle Market Activity
e U.S. Lower Middle Market Private Equity Activity

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

Regards,

bt fife

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)
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"] 2014 2015 2016 2017 2018 YTD Sep-18 YTD Sep-19 i
Undisclosed 12,048 11,543 10,821 10,864 11,686 8,662 8,739
B Trans Value > $1B 197 193 198 173 208 157 125
$500mm-$1B 125 135 139 150 139 104 77
— $250-500mm 228 195 188 152 202 137 121
m— Middle Market 2,914 2,433 2,254 2,221 2,250 1,682 1,490
Total Transaction Value $1,374,119 $1,770,895 $1,436,590 $1,179,612 $1,341,874 $920,889 $958,233

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

U.S. - All Reported M&A Activity

Number of Transactions Transaction Value ($mm)
4,000 1 r $500,000
3,500 4 r $450,000
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Q4-2017 Q1-2018 Q2-2018 Q3-2018 Q4-2018 Q1-2019 Q2-2019 Q3-2019
Undisclosed 2,624 2,943 2,807 2,912 3,024 3,077 2,930 2,732
mmm Trans Value > $1000 41 45 65 47 51 38 43 44
$500mm-$1B 44 28 46 30 35 19 30 28
B $250-500mm 45 43 37 57 65 35 48 38
mm |\liddle Market 521 553 537 592 568 501 500 489
Total Transaction Value $472,924 $310,848 $390,511 $290,352 $350,163 $416,302 $366,468 $230,686

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

1 Mufson Howe Hunter

INVESTMENT BANKERS FOR GROWTH



I Viergers & Acquisitions Update (NN

U.S. M&A Valuation Breakdown by Size: All Transactions
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U.S. M&A Valuation Breakdown by Size: Transactions <$250mm
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Source: PitchBook
* As of September 30, 2019
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U.S. M&A Valuation Breakdown by Size: Transactions <$100mm
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U.S. M&A Valuation Breakdown by Size: Transactions <$50mm
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Source: PitchBook
* As of September 30, 2019
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U.S. Lower Middle Market M&A Activity - Transactions Below $250 million

Number of Transactions Transaction Value ($mm)
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W $100-250mm 368 306 300 305 341 250 169
$50-100mm 321 250 272 259 271 193 174
W $25-50mm 317 338 296 305 294 221 208
— $0-25mm 1,908 1,539 1,386 1,352 1,344 1,018 939
——— Total Transaction Value|  $1,374,119 $1,770,895 $1,436,590 $1,179,612 $1,341,874 $920,889 $958,233

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

wer Middle Market M&A Activity - sactions Below $250 million
Number of Transactions Transaction Value ($mm)
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Q4-2017 Q1-2018 Q2-2018 Q3-2018 Q4-2018 Q1-2019 Q2-2019 Q3-2019
m— $100-250mm 75 86 73 91 91 57 57 55
$50-100mm 58 61 59 73 78 49 52 73
[ $25-50mm 85 66 70 85 73 63 72 73
— $0-25mm 303 340 335 343 326 332 319 288
Total Transaction Value 2,754 3,059 2,955 3,046 3,175 3,169 3,051 2,842

Note: Publicly disclosed M&A transactions
Source: CapitallQ, Mufson Howe Hunter
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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 September 30, 2019.

U.S. Middle Market Private Equity M&A Median Valuation and Debt Multiples

mmmm Debt/EBITDA  mmmm Equity/EBITDA EV/EBITDA

4.6x

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019*

n= 45 71 57 45 34 36 45 52 29 14

Source: PitchBook
* As of September 30, 2019.
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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

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

Mufson Howe Hunter
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