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Mergers & Acquisitions Update:

The Middle Market
Year end 2022

Summary Highlights

. The M&A markets in 2022 experienced a reduction in transactional activity both in number of deals and dollar
volume
o Total deal count and corresponding dollar volume was both reduced by ~20% YoY
o Deals with TEVs below $250 million saw deal counts drop by YoY by 33.5%
. Overall 2022 valuations YoY was 8.2x EBITDA vs. 8.6X in 2021.
. All valuations on a YoY comparison was down with the exception of deals between half a billion to one billion
which experienced a 19.3% increase over its valuation in 2021.
. Summary percentage changes in valuations YoY by EV size categories:

. Deals priced below $25 million saw a 12.7% reduction
L] Deals priced between $254 million and $50 million off 20.7%
. Deals priced between $50-$100 million was down 15%

. Deals priced between $100-$250 off slightly at 4.5%
. Deals priced between $250-$500 million down 11%
. Deals priced between $500 million and $ 1 billion increased by 19.3%
. For the first time in 12 years, PE Dry Powder dropped roughly 11% to $788 billion in 2022
. Dry Powder remain at ~ 30% of total AUM for the US private equity sponsors
. The deal debt markets received a bit of a respite from shrinking leverage with a slightly higher half point turn in
senior and total debt.

()

Size Range U.S. Announced M&A Transactions
$0-25mm 7.6x 7.4x 7.5x 7.1x 6.2x
$25-50mm 8.1x 7.3x 8.8x 9.2x 7.3x
$50-100mm 8.9x 8.4x 9.4x 8.6x 7.3x
$100-250mm 9.6x 9.8x 9.4x 8.8x 8.4x
$250-500mm 9.6x 9.7x 8.9x 10.0x 8.9x
$500mm-$1B 9.6x 9.6x 9.8x 9.3x 10.5x

@ Source: CapitallQ and PitchBook
@ source: CapitallQ

Historical Total Debt Limit (x EBITDA)
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Source: SPP’s “MIDDLE MARKET LEVERAGE CASH FLOW MARKET AT A GLANCE”

Regards,

/M/ %/}L‘
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)

20,000 -
18,000 -
16,000 -
14,000
12,000 [
10,000 r
8,000 -
6,000 -
4,000 -
— — —
— F
2,000 - — .
) 2017 2018 2019 2020 2021 2022
Undisclosed 10,868 11,697 11,983 10,519 14,266 11,727
mmmmm Trans Value > $1B 173 208 174 140 236 160
$500mm-$1B 150 139 115 104 162 103
m— $250-500mm 152 202 163 143 267 161
mmmm Middle Market 2,221 2,250 2,063 1,768 2,247 1,494
Total Transaction Value $1,179,612 $1,341,874 $1,288,395 $899,993 $1,281,915 $1,000,671

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

U.S. - All Reported M&A Activity

$1,600,000

$1,400,000

$1,200,000

$1,000,000

$800,000

$600,000

$400,000

$200,000

$-

Number of Transactions

Transaction Value ($mm)

6,000 $400,000
$350,000
5,000
$300,000
4,000
$250,000
3,000 $200,000
$150,000
2,000
$100,000
1,000
| — $50,000
B Q1-2021 Q2-2021 Q3-2021 Q4-2021 Q1-2022 Q2-2022 Q3-2022 Q4-2022 &
Undisclosed 3,344 3,363 3,479 4,080 3,187 2,934 2,825 2,781
mmmmm Trans Value > $1000 52 63 63 58 47 38 41 34
$500mm-$1B 32 49 35 46 30 28 25 20
m— $250-500mm 50 71 79 67 32 47 48 34
mmmm Middle Market 481 597 543 627 384 361 371 378
Total Transaction Value $286,132 $357,490 $319,566 $318,727 $335,118 $269,776 $182,538 $213,239

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

As of 12/31/2022
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U.S. Lower Middle Market M&A Activity - Transactions Below $250 million

Number of Transactions

Transaction Value ($mm)

2,500 - - $120,000
- $100,000
2,000 -
- $80,000
15001 .
- $60,000
1,000 -
- $40,000
500 -
- $20,000
) 2017 2018 2019 2020 2021 2022 $
m— $100-250mm 305 341 243 234 350 227
$50-100mm 259 271 241 186 322 213
— $25-50mm 305 294 295 258 319 219
— $0-25mm 1,352 1,344 1,284 1,090 1,256 835
——Total Transaction Value $89,189 $96,174 $77,673 $69,249 $102,669 $68,899

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)

700 r $35,000
600 . - $30,000
500 - $25,000
400 - $20,000
300 - $15,000
200 - $10,000
100 - $5,000
- $-
Q1-2021 Q2-2021 Q3-2021 Q4-2021 Q1-2022 Q2-2022 Q3-2022 Q4-2022
mm $100-250mm 69 82 88 111 65 47 59 56
$50-100mm 69 81 63 109 66 47 49 51
m— $25-50mm 54 86 81 98 57 53 59 50
m— $0-25mm 289 348 311 309 196 214 204 221
Total Transaction Value $20,876 $25,276 $24,801 $31,438 $20,241 $14,446 $17,340 $16,872

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

As of 12/31/2022
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I Mergers & Acquisitions Update [N

U.S. Middle Market Valuation Multiples

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

9.3x
10.5x
8.9x
9.6x S 9.4x 8.8x
8.4x
8.9x 9.4x 8.6x
8.4x 7.3x
8.8x
8.1x 7.3x 9.2x 7 3x
7.6x 7.4x 7.5x 7.1x 6.2x
2018 2019 2020 2021 2022
n= 137 87 90 99 59
Avg = 9.0x 8.6x 8.8x 8.6x 8.2x
m $0-25mm $25-50mm m $50-100mm $100-250mm m $250-500mm $500mm-$1B
* Average weighted by number of transactions
Source: Capital 1Q
As of 12/31/2022
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U.S. Middle Market Private Equity Sponsor Activity

U.S. PE Deal Activity
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Source: PitchBook
*As of 12/31/2022

U.S. PE Exit Activity
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Source: PitchBook
*As of 12/31/2022
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U.S. PE Dry Powder ($B)
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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
January 2023 1.50x - 2.50x 2.50x - 3.00x 3.00x - 4.00x
November 2022 1.50x - 2.00x 2.25x - 3.25x 2.75x - 3.50x
January 2022 1.75x - 2.75x 2.75x - 3.50x 3.25x - 5.00x

Commentary: |Liquidity Conditions More Issuer Friendly than Q4 2022, but Still Squarely on the Conservative Side

Total Debt/EBITDA
< $5.0MM EBITDA > $10MM EBITDA > $20MM EBITDA
January 2023 3.00x - 4.00x 3.50x - 5.00x 4.00x - 5.50x
November 2022 3.00x - 3.75x 3.50x - 4.50x 4.00x - 5.00x
January 2022 3.00x - 4.50x 4.00x - 5.50% 4.50x - 6.00x

Commentary: |Liquidity Conditions More Issuer Friendly than Q4 2022, but Still Squarely on the Conservative Side

Senior Cash Flow Pricing

Bank Non-Bank < $7.5MM EBITDA Non-Bank > $20MM EBITDA
January 2023 S+ 3.75% - 5.00% S+ 6.50% - 8.00% S+ 6.00% - 7.50%
November 2022 S+ 4.00% - 5.00% S+ 7.50% - 9.00% S+ 6.50% - 7.50%
January 2022 L+ 2.25% - 4.00% L+ 5.00% - 7.50% L+ 4.50% - 6.00%

Commentary: |Liquidity Conditions More Issuer Friendly than Q4 2022, but Still Squarely on the Conservative Side

Unitranche and Second Lien Pricing

< $5.0MM EBITDA >$10MM EBITDA > $20MM EBITDA
January 2023 S+8.50% - 11.00% S+6.50% - 8.50% S+ 6.00% - 8.00%
November 2022 S+9.50% - 11.50% S+8.50% - 10.50% S+6.50% - 8.50%
January 2022 L+ 7.00% -10.50% L+ 6.00% - 8.00% L+ 5.00% - 7.50%

Commentary: |Liquidity Conditions More Issuer Friendly than Q4 2022, but Still Squarely on the Conservative Side

Sub Debt Pricing (Total Coupon: Cash + PIK)

< $5.0MM EBITDA >$10MM EBITDA > $20MM EBITDA
January 2023 13.00% - 15.00% 12.00% - 14.00% 11.00% - 13.00%
November 2022 13.00% - 15.00% 12.50% - 14.00% 11.50% - 13.00%
January 2022 11.00% - 14.00% 9.50% - 12.00% 9.00% -11.00%

Commentary: |Liquidity Conditions More Issuer Friendly than Q4 2022, but Still Squarely on the Conservative Side

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

SPP Capital Partners - Middle Market Investment Banking and Asset Management Home

Mufson Howe Hunter
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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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Source: SPP’s “MIDDLE MARKET LEVERAGE CASH FLOW MARKET AT A GLANCE” Source: SPP’s “MIDDLE MARKET LEVERAGE CASH FLOW MARKET AT A GLANCE”

Historical Senior Cash Flow Pricing (Bank) Historical Senior Cash Flow Pricing (Non-Bank)
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Source: SPP’s “MIDDLE MARKET LEVERAGE CASH FLOW MARKET AT A GLANCE” Source: SPP’s “MIDDLE MARKET LEVERAGE CASH FLOW MARKET AT A GLANCE”

Historical Second Lien Pricing Historical Subordinated Debt Pricing
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Source: SPP’s “MIDDLE MARKET LEVERAGE CASH FLOW MARKET AT A GLANCE” Source: SPP’s “MIDDLE MARKET LEVERAGE CASH FLOW MARKET AT A GLANCE”
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Historical Leverage Metrics (cont.)

By SPP Capital Partners

Historical Unitranche Pricing Historical Minimum Equity Contribution
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Source: SPP’s “MIDDLE MARKET LEVERAGE CASH FLOW MARKET AT A GLANCE” Source: SPP’s “MIDDLE MARKET LEVERAGE CASH FLOW MARKET AT A GLANCE”

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