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|. Aboutthe Market Pulse Report

The International Business Brokers Association (IBBA) and M&A
Source, Iin partnership with Pepperdine Private Capital Markets
Project, have set a goal to provide quality information on a
guarterly basis in order to become the go-to source for Main
Street and Lower Middle Market transactions. The Market
Pulse R e p ogivesoyou timely and accurate data to help you

build and maintain a successful and sustainable business.
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Aboutthe Survey

A 25 guestions

A Invited participants were members of the
International Business Brokers Association (IBBA),
IBBA Affiliates/Chapters, and/or M&A Source

A 293 completed responses

A Responses collected from July 3 to July 18, 2017
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|l. Current Business Environment
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Services/ Tools Consistently Utilized by
Respondents in Marketing Their Listings

100% -
80% -
60% -
40% -
20% -
0%
Referral Company Third party Internal buyer Direct mail Cold calls Drop cards Other
website website list
|% 77% 74% 46% 44% 43% 30% 17% 8%

Total number of responses = 293
* Number is more than number of respondents as many respondents overlap into 2 or 3 areas
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Respondents Listings Produce The Best Bu
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On The Most Recent Closing, How Many Off
Indications (Letters of Interest) Did Responde
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If More Than One Offer Was Received, Oth
Than Cash At Closinghy Did The Seller Sele
The Buyer

100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -

20% -

10% - = e ;

0%

NN

Overall Terms Culture Fit for Owner Wanted Short Timeframe Beneficial Tax | Owner Wanted to Other
Employees Out to Close Treatment Remain
% 42% 17% 13% 11% 2% 1% 13%

0
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l1l. Business Transactions Closed In
Last 3 Months
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Businesdransactionghat Were Closed In the
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Last Three Months by Deal Size
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$499,999
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$500,000 to $999,999

Deals valued from $1
million to $1.99 million

Deals valued from $2
million to $4.99 million

Deals valued from $5
million to $50 million

|Whole sampl
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Number of Business Transactions Closed |
Respondents in the Last 3 Months
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|Number of Respondents 91 27 6 3 3 1 1 146
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Change in the Number of New Clients by D
Size in The Last 3 Months

: Greatly Stayed the Greatly Score

Deal size Decreasel Increased .
decreasec same increased (1to5)

Deals valued under $499,999 4 % 03% 38% 169% 5% 3.1
Deals valued from $500,000 to
$999.999 2% 03% 41% 17% 2 3 3.2
Deals valued from $1 million to
$1.99 million 2% 5% 36$ 31% 1% 3.3
Deals valued from $2 million to
$4.99 million 3% 0/ %$ 43% 18% 1$ 3.1
Deals valued from $5 million to
$50 million 5% 1% 50% 169% 3% 3.2
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Percentage of Transactions Terminated withe
Closing In the Last Three Months

M Terminated

m Closed
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Was it
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dze @rMJ@af M&riedihdthe
Last 3 Months?

0%

Deals valued under
$499,999

Deals valued from
$500,000 to $999,999

Deals valued from $1
million to $1.99 million

Deals valued from $2
million to $4.99 million

Deals valued from $5
million to $50 million

i Buyer's market

74%

61%

48%

30%

26%

u Seller's market

26%

39%

52%

70%

74%

Number of
responses

206

156

129

114

97
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Business Transactions of All Sizes
Comparison
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Median Number of Months from
Listing/Engagement to Close
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Median Number of Months from LOI/Offer tc
Close
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Median SDE Multiple Paid
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Multiple Type

100% -

90% -

80% -

70% -

60% -

50% -

40% -

30% - —

20% -

10% -

0%
< 500K 500K - 1M M - 2M 2M - 5M 5M - 50M

i SDE including working capital 28% 22.4% 8.0% 19.0% 6.7%
i SDE not including working capital 70% 70.1% 56.0% 28.6% 0.0%
u EBITDA including working capital 1% 1.5% 4.0% 23.8% 26.7%
i EBITDA not including working capital 2% 6.0% 24.0% 23.8% 40.0%
4 TTM EBITDA including working capital 0% 0.0% 8.0% 4.8% 20.0%
1 TTM EBITDA not including working capital 0% 0.0% 0.0% 0.0% 6.7%
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Buyer Type

100% -

90% -

80% -

70% -

60% -

50% -

40% - |

30% - .

20% - —

10% -

0%
< 500K 500K - 1M 1M - 2M 2M - 5M 5M - 50M

i 1st time individual 59% 52% 24% 24% 13%
u individual who owned a business  26% 31% 32% 29% 13%
ul existing company/strategic buyer  15% 10% 20% 43% 27%
u PE firm - Platform 1% 0% 8% 5% 20%
u PE firm - Add-on 0% 4% 16% 0% 20%
u Other 0% 1% 0% 0% 7%
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#1 Reasonfor Sellerto Go to Market

100% -

80% -

60% -

40% -

20% -

0%
< 500K 500K - 1M 1M - 2M 2M - 5M 5M - 50M

u Recapitalization 2% 0% 4% 0% 27%
u Burnt out 20% 21% 32% 10% 7%
w Family issues 9% 10% 0% 5% 0%
W Health 5% 4% 8% 0% 0%
i New opportunity 15% 10% 16% 5% 7%
i Relocation/moving 7% 3% 4% 0% 0%
u Retirement 37% 46% 32% 67% 47%
u Other 7% 4% 4% 14% 13%
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Buyer Location

100.0% -
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u within 20 miles

67.5%

56.7%

44.0%

28.6%

20.0%

u within 50 miles

10.6%

14.9%

16.0%

28.6%

6.7%

i within 100 miles

3.3%

3.0%

12.0%

4.8%

0.0%

u more than 100 mile

S

18.7%

25.4%

28.0%

38.1%

73.3%
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#1 Motivation for Buyer

100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% - —_—
20% -
10% -
0%
< 500K 500K - 1M IM - 2M 2M - 5M 5M - 50M
u Buying a job 60% 52% 24% 19% 13%
u Better ROI than other investment 6% 13% 28% 24% 27%
i Vertical add-on 7% 12% 16% 14% 13%
u Horizontal add-on 15% 15% 4% 33% 47%
u Other 13% 7% 28% 10% 0%
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Median Percentage of Final/Selling Price
Realized to Asking/Benchmark Price
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Financing Structure

100% -

90% -

80% -

70% -

60% -

50% -

40% -

30% -

20% -

10% -

0% -

< 500K 500K - 1M 1M - 2M 2M - 5M 5M - 50M

i Buyers equity 67% 55% 38% 44% 37%
u Senior debt 19% 25% 33% 34% 27%
u Seller financing 12% 16% 17% 14% 15%
 Earn out 1% 3% 7% 6% 3%
u Seller retained equity 0% 0% 2% 0% 14%
1 Mezzanine financing 0% 0% 2% 0% 1%
1 Other 0% 1% 0% 2% 3%
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Business Transactions Valued
under $499,999
Number of Closed Transactions: 12
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Engagement/Listing to Close
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month | month | months | months | months | months | months | months | months | months | months | months | months | years | years | years
|Dea|s under 500K 1% 2% 4% 12% 8% 8% 15% 5% 3% 7% 5% 5% 10% 11% 2% 2%
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LOI/ Offer to Close
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Industry

50% -
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0%

Services - Restaurants Business services Consumer goods| Construction & Health care & Manufact. Wholesale & Other
personal & Retail engineering biotech distribution
|Dea|s under 500 24% 22% 15% 15% 6% 5% 4% 2% 6%
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SDE Multiple Paid
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Number of responses: 120
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EBITDA Multiple Paid
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Buyer Type

M 1st time individual
M individual who owned a business

M existing company/strategic buyer

 PE firm - Platform
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#1 Reasonfor Sellerto Go to Market
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Business Transactions Valued
from $500,000 to $999,999
Number of Closed Transactiorgy/
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Engagement/Listing to Close
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0%
<1 1 2 3 4 5 6 7 8 9 10 11 12 |11-15 16-2| >2
month | month | months | months | months [ months | months | months | months | months | months | months | months| years | years | years

|Dea|s from $500K to $1M 1% 1% 6% 9% 9% 7% 10% 6% 4% 7% 3% 7% 10% 6% 7% 3%
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LOI/ Offer to Close

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

5% -

0%

< 1 month

1 month

2 months

3 months

4 months

5 months

6 months

7 months

8 months

11 months

|Dea|s from $500K to $1M 7%

18%

36%

18%

3%

6%

7%

1%

1%

1%

IBBA
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Industry

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -
5% -

0%
Construction & Manufact. Services - personal Business services Restaurants Consumer goods & Health care & Other
engineering Retail biotech

| Deals under 500K 10% 6% 16% 19% 13% 10% 7% 15%
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SDE Multiple Paid

50% -

45% -
40% -
35% -
30% -
25% -

20% -

15% -
10% -
5% -

0%
0 0.75 1 125| 15 | 1.75 2 225 | 25 | 275 3 3.25| 35 | 375|425 | 525|625 | 7.5
Deals from $500Kto $1M 2% | 2% | 8% | 8% | 3% | 8% | 16% | 10% | 15% | 6% | 6% | 3% | 3% | 2% | 3% | 2% | 2% | 2%

Number of responses: 62
Graziadio School of W
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EBITDA Multiple Paid

50% -
45% -
40% -
35% -
30% -/
25% -
20% -
15% -
10% -
5% -

0%
1.25 1.75 2 2.75 3.75
Deals from $500K to $1M 20% 20% 20% 20% 20%

N

Number of response$
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100%
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

Multiple Type

—_— P

0%

SDE including working
capital

SDE not including working
capital

EBITDA including working
capital

EBITDA not including
working capital

|Deals from $500K to $1M

22%

70%

1%

6%

IBBA
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Buyer Type

M 1st time individual
® individual who owned a business
u existing company/strategic buyer

M PE firm - Add-on

i Other
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#1 Reasonfor Sellerto Go to Market

50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -

5% -

0%

N\

Retirement

Burnt out

New/better
opportunity

Family issues

Health

Relocation/moving

Other

|Dea|s from $500K to $1

M 46%

21%

10%

10%

4%

4%

IBBA
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Buyer Location

50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -

5% -

0%
within 20 miles within 50 miles within 100 miles more than 100 miles
Deals from $500K to $1M 57% 15% 3% 25%

N\

Graziadio School of W
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50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -

5% -

0%

#1 Motivation for Buyer

N\

Buying a job

Horizontal add-on

Better ROI than other
investment

Vertical add-on

Other

|Dea|s from $500K to $1M

52%

15%

13%

12%

7%

IBBA
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Financing Structure

100% -

90% -
80% -

70% -

60% -

50% -

40% -

30% -

20% -

10% -

0% . —
Buyers equity Senior debt Seller financing Earn out Other
Deals from $500K to $1M 55% 25% 16% 3% 1%
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Business Transactions Valued
from $1 Million to $1.99 Million
Number of Closed Transactiors
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Engagement/Listing to Close

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

5% -
0%

1 month | 2 months | 3 months| 4 months| 5 months | 6 months| 7 months| 9 months 10 11 12 11-15| >2years
months | months | months years
|Deals from $1M to $2M 4% 4% 8% 16% 16% 4% 12% 4% 8% 4% 8% 8% 4%
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50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

LOI/ Offer to Close

1 month

2 months

3 months

4 months

5 months

6 months

7 months

9 months

|Deals from $1M to $2M 8%

24%

20%

20%

8%

12%

4%

4%

IBBA
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Industry

50% -

45% -

40% -

35% -

30% -

25% -

20% -
15% -
10% -
|

0%

Manufact. Consumer goods Services - Business Wholesale & Health care & | Construction & Restaurants Other
& Retall personal services distribution biotech engineering
|Deals from $1M to $2M 20% 12% 12% 12% 8% 8% 4% 4% 20%
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SDE Multiple Paid

50%
45%

40%

35%

30%

25%

25%

20% 19%

0]
15% 13% 13% 13% ‘ 13%

10% - | |

6%

5% -

0% -

2.5 2.75 3 3.25 3.5 4 5.5

Number of responsed6
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EBITDA Multiple Paid

50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -

5% -

0%
0.75 2.25 2.5 2.75 3 3.5 5.75 7
Deals from $1M to $2M 11% 11% 11% 11% 22% 11% 11% 11%

Number of response$
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Multiple Type

100% -
90% -
80% -

70% L

60% -

50% -
won
30% -
20% -

10% -
0%

SDE including working SDE not including EBITDA including EBITDA not including| TTM EBITDA including
capital working capital working capital working capital working capital
8% 56% 4% 24% 8%

=

|Dea|s from $1M to $2)\
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