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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

Overall EV/EBITDA valuations for M&A transactions reported in Q1 2019 averaged 9.9x on a
rolling TTM basis, flat over Q1 2018. However, the average debt levels as a percentage of total
purchase price increased to 58% vs. 52% for 2018. This creep in debt usage is a reflection of the
plethora of credit from a variety of lenders—including commercial banks, BDCs, unitranche
lenders and the institutional markets—as well as lofty purchase prices.

As the chart below highlights, reported M&A valuations are not “uniform” and size usually
dictates pricing, primarily as debt multiples are significantly higher in the upper strata of the
marketplace. Deals overall were priced on average at 9.9x EBITDA. In reviewing the subset of
transactions below $250 million, the pricing averaged 7.9x, a decrease of two full turns of
EBITDA. The difference, as mentioned above, is debt availability; for example, for transactions
below $250 million, debt multiples averaged 3.8x EBITDA, while the overall market average
was 5.7x, a 1.9x spread. Equity portion as a percentage of total purchase price was 48% for
transactions below $250 million vs. 58% for the overall market. For transactions below $100
million, average pricing was 6.9x with average debt levels at 3.4x. At the lower end of the middle
market below (i.e., transactions below $50 million), valuations averaged 6.5x with an average
debt multiple of 2.9x. US private equity transactions averaged 11.5x EBITDA, consistent with
year-end 2018.
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Regards,
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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.
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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 Mar-18 YTD Mar-19
Undisclosed 12,048 11,543 10,821 10,864 11,611 2,943 2,874
= Trans Value > $1B 197 193 198 173 208 45 34
$500mm-$1B 125 135 139 150 139 28 18
mm $250-500mm 228 195 188 152 202 43 31
mmmm Middle Market 2,914 2,433 2,254 2,221 2,238 553 427
Total Transaction Value $1,374,119 $1,770,895 $1,436,590 $1,179,612 $1,341,817 $286,952 $330,214

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

U.S. - All Reported M&A Activity

Number of Transactions Transaction Value ($mm)
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T Q22017 Q3-2017 Q4-2017 Q1-2018 Q2-2018 Q3-2018 Q4-2018 Q12019 | $
Undisclosed 2,704 2,563 2,624 2,943 2,802 2,899 2,967 2,874
= Trans Value > $1000 50 42 41 45 65 47 51 34
$500mm-$1B 36 38 44 28 46 30 35 18
mm $250-500mm 38 38 45 43 37 57 65 31
mmmm Middle Market 589 528 521 553 536 587 562 427
Total Transaction Value $256,592 $248,873 $472,924 $310,848 $390,511 $290,346 $350,112 $346,692

Note: Publicly disclosed M&A transactions
Source: CapitallQ, Mufson Howe Hunter
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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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U.S. M&A Valuation Breakdown by Size: Transactions <$50mm
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Source: PitchBook
* As of March 31, 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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mm $100-250mm 368 306 300 305 341 86 55
$50-100mm 321 250 272 259 271 61 44
— $25-50mm 317 338 296 305 293 66 51
m— $0-25mm 1,908 1,539 1,386 1,352 1,333 340 277
—— Total Transaction Value|  $1,374,119 $1,770,895 $1,436,590 $1,179,612 $1,341,817 $286,952 $330,214

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

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

Number of Transactions Transaction Value ($mm)
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Q2-2017 Q3-2017 Q4-2017 Q1-2018 Q2-2018 Q3-2018 Q4-2018 Q1-2019
mm $100-250mm 67 91 75 86 73 91 91 55
$50-100mm 70 58 58 61 59 73 78 44
m— $25-50mm 86 65 85 66 70 85 72 51
m— $0-25mm 366 314 303 340 334 338 321 277
Total Transaction Value 2,828 2,681 2,754 3,059 2,950 3,033 3,118 2,957

Note: Publicly disclosed M&A transactions
Source: CapitallQ, Mufson Howe Hunter
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I Viergers & Acquisitions Update | RSN

Middle Market, as defined by Pitchbook, includes transactions valued at $25 million up to $1 billion. The following graphs and charts depict certain
key elements of Middle Market Private Equity M&A activity through March 31, 2019.

U.S. Middle Market Private Equity M&A Median Valuation and Debt Multiples
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I Viergers & Acquisitions Update | RSN

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
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