Mutson Howe Hunter

INVESTMENT BANKERS FOR GROWTH

Mergers & Acquisitions Update:

The Middle Market
Q3 2022

Summary Highlights

e  For the nine months ending September 2022, M&A middle market activity continued its sluggish stance
and experienced a 35% drop in deal count vs. the same period in 2021. Recent declines in middle market
activity from its high point of 626 transactions in Q4 2021 experienced meaningful reductions in middle
market activity for the three quarters in 2022. Specifically, in Q1 2022, announced 379 transactions, Q2,
357 deals and Q3 285 transactions. This represents volume decreases of 46%, 49% and 54% respectively.

e  Total US M&A valuations for announced deals averaged 8.8x EBITDA for Q3 2022, slightly up from 8.6x
at 2021 year-end. Middle market transactions reported valuations slightly increasing for companies below
$25 million in EV, from 7.1x in 2021 to 7.2x for the TTM 2022 period. The remaining strata’s reported
more volatility with EVs from $25 million to $50 million, down from 9.2x in 2021 to 7.7x in 9 months
ending September 2022. Valuations where also slightly down in deals between $50 - $100 million in EV,
from 8.6x in 2021 vs. 7.4x YTD 2022.

. M&A Credit/Leverage statistics are provided by SPP Capital Partners (www.sppcapital.com); see page 6.

(2)

Size Range U.S. Announced M&A Transactions
2018 | 2019 | 2020 | 2021 | YTDSep-22
$0-25mm 7.6x 7.4x 7.5x 7.1x 7.2x
$25-50mm 8.1x 7.3x 8.8x 9.2x 7.7x
$50-100mm 8.9x 8.4x 9.4x 8.6x 7.4x
$100-250mm 9.6x 9.8x 9.4x 8.8x 9.1x
$250-500mm 9.6x 9.7x 8.9x 10.0x 9.1x
$500mm-$1B 9.6x 9.6x 9.8x 9.3x 11.0x
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Broker/Dealer services offered through a wholly owned subsidiary Mufson Howe Hunter & Partners LLC,
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U.S. - All Reported M&A Activity

Number of Transactions Transaction Value ($mm)
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2017 2018 2019 2020 2021 2022 YTD Sep-21 | YTD Sep-22
Undisclosed 10,868 11,697 11,981 10,517 14,248 8,756 10,183 8,756
mm Trans Value > $18 173 208 174 140 236 123 178 123
$500mm-$18 150 139 115 104 162 82 116 82
m $250-500mm 152 202 163 143 267 121 200 121
mmm Middle Market 2,221 2,250 2,063 1,768 2,243 1,026 1,618 1,026
Total T ti
ol J:}L’Z“ O | $1,179,612 | $1,341,874 | $1,288,395 | $899,993 | $1,281,788 | $782,691 | $963,066 | $782,691

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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Q4-2020 Q1-2021 Q2-2021 Q3-2021 Q4-2021 Q1-2022 Q2-2022 Q3-2022
Undisclosed 3,345 3,343 3,363 3,477 4,065 3,157 2,900 2,699
E Trans Value > $1000 65 52 63 63 58 47 37 39
$500mm-$1B 42 32 49 35 46 30 28 24
m $250-500mm 57 50 71 79 67 32 48 41
mmm Middle Market 550 480 597 541 626 380 357 289
Total Transaction Value| $414,239 $286,132 $357,490 $319,444 $318,722 $334,959 $267,401 $180,331

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

As of 9/30/2022
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Number of Transactions

Transaction Value ($mm)
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2017 2018 2019 2020 2021 2022 o P
w $100-250mm 305 341 243 234 349 163 238 163
$50-100mm 259 271 241 186 322 148 213 148
s $25-50mm 305 294 295 258 319 154 221 154
= 50-25mm 1,352 1,344 1,284 1,090 1,253 561 946 561
Total \T,ﬁﬂzamo" $89,189 $96,174 $77,673 $69,249 | $102,542 | $48,879 $70,830 $48,879

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

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

Number of Transactions

Transaction Value ($mm)

As of 9/30/2022

700 - - $35,000
600 - . - $30,000
500 - . - $25,000
400 - - $20,000
300 - $15,000
200 - $10,000
100 - $5,000
T Q4-2020 Q1-2021 Q2-2021 Q3-2021 Q4-2021 Q1-2022 Q2-2022 Q3-2022 s
m $100-250mm 76 69 82 87 111 64 45 54
$50-100mm 64 69 81 63 109 66 47 35
m— $25-50mm 89 54 86 81 98 57 52 45
m $0-25mm 321 288 348 310 308 193 213 155
Total Transaction Value $22,971 $20,875 $25,276 $24,679 $31,433 $20,083 $14,001 $14,795
Note: Publicly disclosed M&A transactions
Source: CapitallQ, Mufson Howe Hunter
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D Meergers & Acquisitions Update [ NEEE
U.S. Middle Market Valuation Multiples

All U.S. Middle Market M&A Transactions Valuation Multiples

9.6x 9.7x B 10.0x 9.1x
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8.1x 7.3x 8.8x 9.2x 7.7%
7.6 7.4X 7.5% 7.1x 7.2x
2018 2019 2020 2021 LTM Q3 22
n= 137 87 90 99 74
Avg = 9.0x 8.6x 8.8x 8.6x 8.5x

| $0-25mm $25-50mm  m$50-100mm $100-250mm  m$500mm-$1B $250-500mm

* Average weighted by number of transactions
Source: Capital 1Q
As of 9/30/2022
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I Mergers & Acquisitions Update [ NS

U.S. Middle Market Private Equity Sponsor Activity

U.S. PE Deal Activity
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Leverage Market at a Glance

By SPP Capital Partners
ppcapital.com

Cash Flow Senior Debt/EBITDA

< $5.0MM EBITDA > $10MM EBITDA > $20MM EBITDA

October 2022 1.50x - 2.00x 2.25x - 2.75x 2.75x - 3.50x

September 2022 1.50x - 2.50x 2.75x - 3.25x 3.50x - 5.50x

October 2021 1.75x - 2.75x 2.75x - 3.50x 3.25x - 4.50x

Commentary: | Market Squarely in “Risk-Off” Mode - Higher Pricing and Less Leverage Across the Credit Spectrum |
< $5.0MM EBITDA > $10MM EBITDA > $20MM EBITDA

October 2022 3.00x - 3.75x 3.50x - 4.50x 4.00x - 5.00x

September 2022 3.75x - 4.25x 4.00x - 5.00x 5.00x - 7.00x

October 2021 3.00x - 4.25x 4.00x - 5.25% 4.50x - 5.75x

Commentary: | Market Squarely in “Risk-Off” Mode- Higher Pricing and Less Leverage Across the Credit Spectrum |

Senior Cash Flow Pricing

Bank Non-Bank < $7.5MM EBITDA Non-Bank > $20MM EBITDA
October 2022 S+3.50% - 4.50% S+7.50% - 9.00% S+6.50% - 7.50%
September 2022 S+3.00% - 4.50% S+6.50% - 8.50% S+5.50% - 6.50%
October 2021 L+2.25% - 4.00% L+ 5.00% - 7.50% L+ 4.50% - 6.00%
Commentary: | Market Squarely in “Risk-Off” Mode- Higher Pricing and Less Leverage Across the Credit Spectrum \

Unitranche and Second Lien Pricing

< $5.0MM EBITDA >$10MM EBITDA > $20MM EBITDA
October 2022 S+9.50% - 11.50% S+8.50% - 10.50% S+6.50% - 8.50%
September 2022 S+8.00% - 10.50% S+7.50% - 8.50% S+5.50% - 8.00%
October 2021 L+ 7.00% -10.50% L+ 6.00% - 8.00% L+ 5.00% - 7.50%
Commentary: | Market Squarely in “Risk-Off” Mode- Higher Pricing and Less Leverage Across the Credit Spectrum |

Sub Debt Pricing (Total Coupon: Cash + PIK)

< $5.0MM EBITDA >$10MM EBITDA > $20MM EBITDA
October 2022 13.00% - 15.00% 12.50% - 14.00% 11.50% - 13.00%
September 2022 12.00% - 14.00% 11.00% - 13.00% 9.50% - 11.50%
October 2021 11.00% - 14.00% 9.50% - 12.00% 9.00% - 11.00%
Commentary: | Market Squarely in “Risk-Off” Mode- Higher Pricing and Less Leverage Across the Credit Spectrum

Source: SPP Capital Partners — “Capital Market Update September 2022

SPP Capital Partners - Middle Market Investment Banking and Asset Management Home
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I Mergers & Acquisitions Update

Historical Leverage Metrics

By SPP Capital Partners

Historical Senior Debt Cash Flow Limit (x EBITDA) Historical Total Debt Limit (x EBITDA)
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Historical Senior Cash Flow Pricing (Bank)
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Historical Second Lien Pricing Historical Subordinated Debt Pricing
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I Mergers & Acquisitions Update

Historical Leverage Metrics (cont.)

By SPP Capital Partners

Historical Unitranche Pricing
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Source: SPP Capital Partners — “Capital Market Update September 2022~

Historical Minimum Equity Contribution
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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

37th 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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