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|. About the Market Pulse Report

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

build and maintain a successful and sustainable business.
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About the Survey

. 25 questions

. nvited participants were members of the
nternational Business Brokers Association (IBBA),
BBA Affiliates/Chapters, and/or M&A Source

. 378 completed responses

. Responses collected from July 1 to July 15, 2016

p
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ll. Current Business Environment
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Number Of First Time Buyers Inquiring About A

100.0% -
90.0% -
80.0% -
70.0% -
60.0% -
50.0% -
40.0% -
30.0% -
20.0% -
10.0% -
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Business in 2016

0.0%

Foreign born buyers

Women buyers

Former corporate
executive buyers

Buyers under 30

Buyers under 40

Other buyers

d Decrease

5.4%

5.5%

5.8%

8.8%

4.0%

1.2%

i No change

59.1%

82.3%

64.7%

83.2%

75.4%

79.8%

Ll Increase

35.5%

12.2%

29.5%

8.0%

20.7%

19.1%
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Which President Will Be More Business Friendly
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Which Factor Has The Biggest Impact On The
Current Marketplace

100.0%
90.0%
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%

0.0%

ANNNNNNRNY

|

Presidential election Low interest rates Lagging stock market Lack of quality sell-side
opportunities/ listings

i Main Street 14.0% 29.7% 7.6% 48.8%
M M&A 17.1% 27.8% 12.4% 42.8%
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Expected Impacts With Britain Voting To Leave

100.0% -

70.0% -
60.0% -
50.0% -
40.0% -
30.0% -
20.0% -
10.0% -

90.0% -?
80.0% —?
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The EU

0.0%

Foreign born buyers

UsS sellers

US buyers

i Decrease

9.5%

3.6%

5.5%

i No change

61.6%

89.1%

84.9%

Ll Increase

28.9%

7.4%

9.6%
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l1l. Business Transactions Closed in the
Last 3 Months
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Business Transactions that Were Closed in the
Last Three Months by Deal Size

100% -
90% -

80% -?
=
e

60% -
50% -
40% -
30% -
20% -
10% -

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

Whole sample

51%

17%

15%

11%

6%
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Number of Business Transactions Closed by
Respondents in the Last 3 Months

180 -

160 -

140 -

120 -

B R OR K %

100 -

80 -

60 -

40 -

20 -

0

|N mber of Respondents 56 28 8 6 2 4 2 1 1 172
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Change in the Number of New Clients by Deal
Size in The Last 3 Months

Stayed the Greatly Score

Increased

Deal size EIEELLY; Decreased
decreased same increased (1 to5)

Deals valued under $499,999 3% 9% 50% 34% 4% 3.5
S‘Dgesz;\SI)s g\;l;:;ued from $500,000 to 4% 8% 529 34% 29% 3.7
gle‘";'; ‘r’si'l‘l‘ii‘:]from >1 million to 6% 10%  52% 32% 1% 3.6
Deals va.Iu'ed from S$2 million to 6% 11% 50% 27% 6% 3.7
$4.99 million

Deals valued from $5 million to 6% 39 48% 31% 79 39

S50 million
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Percentage of Transactions Terminated without
Closing in the Last Three Months

M Terminated

M Closed

INTERNATIONAL P E P P E R D I N E
susinesserokersBIPRIVATE CAPITAL 16
assocrion, inc.: [l@iMARKETS PROJECT

b | ol privatecapital

school pe pperdine.aedu priv.



Was it Buyer’s or Seller’s Market in the
Last 3 Months?

100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

NN

0%

Deals valued under

Deals valued from

Deals valued from $1

Deals valued from $2

Deals valued from $5

$499,999 $500,000 to $999,999 million to $1.99 million million to $4.99 million million to $50 million
i Buyer's market 62% 54% 40% 28% 22%
i Seller's market 38% 46% 60% 72% 78%
Numb f
umbero 255 207 188 154 121
responses
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Business Transactions of All Sizes,
Comparison

Grariadio School of
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Median Number of Months from
Listing/Engagement to Close

10 / 9 > 9
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Median Number of Months from LOI/Offer to

Close

9 /
8 —/
i
|
5 / 4 . 4
L
7
7
.
0 T T u .

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

=] = = = E R D | M E
sEPRIVATE CAPITAL
assocuion, nc. ¢ lIMARKETS PROJECT
e e pperdine.edu privatecapdtal

bechool. pepperdine.aedu



Median SDE Multiple Paid

6.8

50 -

4.5 -

4.0 - 33

3.0

3.5 - X
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1.5 -
1.0 -
0.5 -

0.0 | T T | |
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Median EBITDA Multiple Paid

5.1

50 -

3.0

N
an

3.0 -
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2.5 -
2.0 -
1.5 -
1.0 -
0.5 -
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Multiple Type

100.0%

90.0% |~

80.0%

70.0% -

60.0% -

50.0% |

40.0% -

30.0% -

20.0% -

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

kd SDE including working capital 18.9% 22.5% 23.3% 28.3% 4.3%
d SDE not including working capital 70.9% 54.9% 40.0% 23.9% 8.7%
L4 EBITDA including working capital 1.9% 7.0% 15.0% 19.6% 43.5%
i EBITDA not including working capital 4.9% 14.1% 18.3% 17.4% 13.0%
k4 TTM EBITDA including working capital 1.0% 1.4% 3.3% 4.3% 13.0%
4 TTM EBITDA not including working capital 2.4% 0.0% 0.0% 6.5% 17.4%
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Buyer Type

100% 1~
90%
80% |~
70% +
60%
50% -
40% - N
30% || : = | =
20% - |
10% -
0% - - -
< 500K 500K - 1M 1M -2M 2M - 5M 5M - 50M
ud 1st time individual 42% 30% 33% 22% 13%
u individual who owned a business 40% 31% 22% 17% 4%
ul existing company/strategic buyer 12% 27% 30% 35% 30%
i PE firm - Platform 1% 6% 5% 4% 22%
ul PE firm - Add-on 1% 4% 8% 2% 17%
u Other 4% 3% 2% 20% 13%
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#1 Reason for Seller to Go to Market

100% 1

90% -

80% +

70% -

60% - — -

50% -+ &

40% - e

30% - -

20% + ) . _ P

(o) . - ( 2 7
10%¢ L E;Q: Ll o e all o —d
< 500K 500K - 1M 1M -2M 2M - 5M 5M - 50M

i Recapitalization 2% 1% 3% 7% 9%
i Burnt out 17% 20% 12% 7% 17%
wl Family issues 9% 8% 5% 9% 9%
i Health 8% 6% 5% 4% 4%
i New opportunity 18% 14% 2% 13% 0%
ul Potential taxes increases 0% 0% 3% 2% 0%
i Relocation/moving 9% 4% 7% 0% 9%
LI Retirement 27% 39% 57% 54% 48%
.1 Unsolicited offer 2% 3% 2% 4% 4%
ul Other 6% 4% 5% 0% 0%

INTERNATIONAL P E B P E R D | M E
susinessBrokersIlIPRIVATE CAPITAL
ASSOCIATION, INC. ® MARKETS PROJECT -~ |]]R‘g 2

bechool. pepperdine.adu/privatecapital




Buyer Location

100.0%
80.0%
60.0% -
40.0% -
20.0% -
0.0%
< 500K 500K - 1M 1M -2M 2M - 5M 5M - 50M
kd within 20 miles 67.0% 47.9% 28.3% 34.8% 17.4%
kd within 50 miles 14.1% 18.3% 31.7% 23.9% 13.0%
.l within 100 miles 2.9% 9.9% 20.0% 8.7% 26.1%
kd more than 100 miles 16.0% 23.9% 20.0% 32.6% 43.5%
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#1 Motivation for Buyer

100%
90%
80%
70% +
60% +
50% -+
40% -
30% -
- -~
20% -
10% -
0% -
< 500K 500K - 1M 1M-2M 2M -5M 5M - 50M
i Buying a job 51% 34% 22% 20% 9%
u Better ROI than other investment 11% 10% 25% 13% 22%
i Vertical add-on 9% 25% 17% 24% 22%
M Horizontal add-on 16% 17% 25% 17% 43%
u Other 13% 14% 12% 26% 4%
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Median Percentage of Final/Selling Price
Realized to Asking/Benchmark Price

QQO/ L,
95% 96% e 98/
100% / 90% a0/

90% -
80% -
70% -
60% -
50% -
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30% -
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< 500K 500K - 1M 1M - 2M 2M - 5M 5M - 50M All
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Financing Structure

100%
90%
80% 1~
70% +
60% +~
50% -
40% -
30% -
20% - —
10% -
0% -
< 500K 500K - 1M 1M - 2M 2M - 5M 5M - 50M
i Buyers equity 60% 42% 45% 45% 50%
kd Senior debt 17% 39% 39% 36% 26%
Li Seller financing 19% 16% 11% 10% 14%
kd Earn out 3% 1% 2% 6% 5%
Ld Seller retained equity 0% 0% 1% 1% 3%
4 Mezzanine financing 0% 0% 1% 0% 1%
L4 Other 1% 2% 2% 1% 1%
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Business Transactions Valued
under $499,999
Number of Closed Transactions: 206
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Engagement/Listing to Close

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

ORORN OR O%N %N R K RN OK

5% -

0% —
<1 1 month 2 3 4 5 6 7 8 9 10 11 12 1.1-15
month months months months months | months | months | months | months | months | months months years

| Deals under 500K 3% 1% 8% 14% 10% 7% 13% 8% 5% 6% 3% 5% 6% 9%
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50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

LOI/ Offer to Close

RoORN N N % R % R

<1
month

1 month

2 months

3 months

4 months

5 months

6 months

7 months

8 months

9 months

10
months

11
months

12
months

|Dea|s under 500K

12%

24%

26%

17%

6%

4%

3%

1%

1%

1%

2%

1%

1%
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Industry

50% -

45% -

40% -

35% -

30% -

NN N NN N

25% -

20% -

15% -

= iiiﬂﬂﬂaat

(o)
(o}
O / Restaurants Services - Consumer Business Construction | Health care & Manufact. Basic Services - Wholesale & Other
personal goods & services & engineering biotech materials & financial distribution
Retail energy
| Deals under 500K 25% 19% 13% 12% 6% 4% 4% 3% 2% 2% 9%
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SDE Multiple Paid

50%

45% -+

40% +

35%

30%

25% +

20%

15%

m .

10%

5% +

0%

0.25| 0.5 | 0.75 1 1.25| 1.5 | 1.75 2 2.25| 2.5 |2.75 3 3.25| 3.5 [3.75 4 4.5 | 4.75 5 55 |6.75| 75 | 85 | >10

|Dea|sunder500K 4% | 2% 1% | 5% | 9% 6% | 9% | 13% |1 14% | 7% | 11% | 6% | 4% | 2% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%

Number of responses: 185
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EBITDA Multiple Paid

50% -
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10% -
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0%
0.25 1 1.75 2.25 2.75 3.25 5.25
Deals under 500K 10% 14% 5% 5% 10% 19% 5% 10% 5% 5% 5% 5% 5%

Number of responses: 21
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Multiple Type

= ) e ==

0%

SDE including
working capital

SDE not including
working capital

EBITDA including
working capital

EBITDA not
including working
capital

TTM EBITDA
including working
capital

TTM EBITDA not
including working
capital

Deals under 500K

18.9%

70.9%

1.9%

4.9%

1%

2.4%

IBBA
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Buyer Type

M 1st time individual
1.0%

1.5%

M individual who owned a business

M existing company/strategic buyer

M PE firm - Platform

M PE firm - Add-on

i Other
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#1 Reason for Seller to Go to Market

0%

Retirement

New/better
opportunity

Burnt out

Family issues

Relocation/m
oving

Recapitalizati
on

Unsolicited
offer

Other

Deals under 500K

27%

18%

17%
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2%
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Buyer Location

50% -

45% -

40% -

NN

35% -

30% -

25% -

20% -
15% |
10%

0%
within 20 miles within 50 miles within 100 miles more than 100 miles
Deals under 500K 67% 14% 3% 16%
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#1 Motivation for Buyer

0%

Buying a job

Horizontal add-on

Better ROl than other
investment

Vertical add-on

Other

Deals under 500K

51%

16%

11%

9%

13%

IBBA
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100% -
90% -
80% -
70% -
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Financing Structure

>

0%

Buyers equity Senior debt Seller financing Earn out Seller retained Other
equity
Deals under 500K 59% 21% 15% 2% 1% 2%

INTERNATIONAL
BUSINESS BROKERS
ASSOCIATION, INC. ®

P E P P E R

D

N E

PRIVATE CAPITAL
MARKETS PROJECT

bechool. pepperdine.adu/privatecapital

41

DOl
h S




Business Transactions Valued
from S500,000 to $999,999
Number of Closed Transactions: 71
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Engagement/Listing to Close

50% -
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10% -
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0%
1 month 2 3 4 5 6 7 8 9 10 11 12 1.1-15| 16-2 >2
months | months | months | months | months | months | months | months | months | months | months | years years years

|Dea|s from $500K to $1M 1% 6% 13% 8% 13% 13% 7% 4% 4% 6% 1% 7% 10% 4% 3%

Graziadio School of W
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LOI/ Offer to Close

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

B N % B oW Of RN R

5% -

iiiigﬂﬂm

<1 month 1 month 2 months 3 months 4 months 5 months 6 months 7 months 8 months 11 months 1.1-15
years

|Dea|s from $500K to $1M 1% 8% 34% 17% 8% 7% 11% 4% 4% 3% 1%

0%
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50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -

10%

5%

RN R R &R R

Industry

iidss___1

0%

Business Services - Restaurants Consumer | Wholesale & | Construction | Health care Manufact. Information Services - Basic Other
services personal goods & distribution & & biotech technology financial materials &
Retail engineering energy
| Deals under 500K 17% 13% 11% 10% 10% 10% 7% 6% 1% 1% 1% 13%
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SDE Multiple Paid

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

BN R R N R % R W R

5% -

0% -
0.25 0.5 1.25 | 1.75 2 2.25 2.5 2.75 3 3.25 3.5 3.75 | 4.25 4.5 6 6.25 | 8.25
Deals from $500K to S1IM | 2% 2% 5% 2% 13% 9% 11% | 15% | 16% 5% 7% 2% 4% 2% 2% 2% 2%

Number of responses: 55
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EBITDA Multiple Paid

50% -
45% -

40% -

35% -

30% -

25% -

N % R R R N &

20% -

15% -
10% -

iiﬂiiiiiiu

0%
0.25 2.25 2.75 3.25 3.75 5.25
Deals from $500K to $1M 19% 13% 6% 6% 6% 6% 6% 6% 13% 6% 6% 6%

Number of responses: 16

INTERNATIONAL P E P P E R DI N E Graziadio School of v
IBBA susinesserokersBIPRIVATE CAPITAL 47 PEPPEIQINE Businase snd Manegement

assocrion, inc.: [l@iMARKETS PROJECT BOULE

bechool. pepperdine.adu/privatecapital




100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0%

Multiple Type

NNV

_—

SDE including working
capital

SDE not including
working capital

EBITDA including
working capital

EBITDA not including
working capital

TTM EBITDA including
working capital

|Dea|s from $500K to S1M

22.5%

54.9%

7.0%

14.1%

1%
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Buyer Type

M 1st time individual

M individual who owned a business

M existing company/strategic buyer

M PE firm - Platform

M PE firm - Add-on

i Other
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#1 Reason for Seller to Go to Market

50% -

45% -

40% -

35% -
30% -

NN\ NN N

25% -

20% -

15% -

10% -

5% -

0%

Retirement

Burnt out

New/better
opportunity

Family issues

Health

Relocation/
moving

Unsolicited
offer

Recapitalizat
ion

Other

|Dea|s from $500K to $1M 39% 20% 14% 8% 6% 4% 3% 1% 4%
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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 S1M 48% 18% 10% 24%
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#1 Motivation for Buyer

50% -

45% -

40% -

NN

35% -

30% -

25% -

20% -

15% -
10% -
5% -

0%
Buying a job Vertical add-on Horizontal add-on Better ROI than other Other
investment

Deals from $500K to S1M 34% 25% 17% 10% 14%
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Financing Structure

100% -

90% -
80% -

70% -

60% -

50% -

NN\ NN

40% -

30% -

20% -

10% -

4

0%
Buyers equity Senior debt Seller financing Earn out Other
Deals from $500K to $1M 42% 39% 16% 1% 2%
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Business Transactions Valued
from S1 Million to $1.99 Million
Number of Closed Transactions: 60
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Engagement/Listing to Close

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

5% -

NN R N % X v N % K

aliid

0%

2 months

3 months

4 months

6 months

7 months

8 months

9 months

10
months

11
months

12
months

1.1-15
years

16-2
years

> 2 years

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

5%

5%

10%

8%

8%

8%

12%

3%

2%

12%

17%

3%

7%

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

5%

0%
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LOI/ Offer to Close

b

<1
month

1 month

2 months

3 months

4 months

5 months

6 months

7 months

9 months

11
months

12
months

1.1-15
years

> 2 years

|Dea|s from $1M to $2M 3%

3%

18%

22%

17%

8%

10%

2%

3%

3%

2%

3%

5%

IBBA
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Industry

50% -

45% -

40% -

35% -

30% -

NN NN N N

25% -

20% -

15%

= iiiiﬂﬂﬂﬂﬂ

0,
(0}
O / Manufact. Services - Wholesale & | Construction | Health care & Consumer Business Restaurants Information Services - Other
personal distribution | & engineering biotech goods & services technology financial
Retail
|Dea|s from $1M to $2M 22% 15% 15% 12% 7% 5% 5% 3% 3% 3% 10%
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SDE Multiple Paid

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

0%
0.5 1 1.25 2 2.25 2.5 2.75 3 3.25 3.5 3.75 4 4.25 5 5.75
Deals from $1M to $2M| 3% 3% 3% 5% 3% 5% 8% 18% 11% 16% 8% 3% 3% 11% 3%

RO % %N

NN N N

Number of responses: 38
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EBITDA Multiple Paid

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

0% | ' '
1.5 2 2.5 2.75 3 3.25 3.5 3.75 4 4.25 4.5 5.25 6 7
Deals from $1M to $2M 5% 5% 5% 9% 5% 5% 14% 5% 14% 9% 5% 9% 5% 9%

NN N NN N

%

E

Number of responses: 22
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100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

Multiple Type

ANNNNNNNN

0%

SDE including
working capital

SDE not including
working capital

EBITDA including
working capital

EBITDA not including
working capital

TTM EBITDA
including working
capital

Deals from $1M to $2M

23%

40%

15%

18%

3%
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Buyer Type

M 1st time individual

M individual who owned a business

M existing company/strategic buyer

M PE firm - Platform

M PE firm - Add-on

i Other
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#1 Reason for Seller to Go to Market

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

AN

N o o

0%

Retirement

Burnt out

Relocation/
moving

Health

Family
issues

Recapitaliz
ation

Potential
taxes
increases

Unsolicited
offer

New/better
opportunit

y

Other

Deals from S1M to $2M

57%

12%

7%

5%

5%

3%

3%

2%

2%

5%
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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 S1M to $2M 28% 32% 20% 20%

AN\
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50% -
45% -

35% -
30% -
25% -
20% -
15% -
10% -
5% -
0%

e
e
wi |
e
e
e

#1 Motivation for Buyer

Horizontal add-on

Better ROl than other
investment

Buying a job

Vertical add-on

Other

Deals from S1IM to $2M 25%

25%

22%

17%

12%

IBBA
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100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Financing Structure

NSNS N

4

r—

Buyers equity

Senior debt

Seller financing

Earn out

Seller retained
equity

Mezzanine
financing

Other

Deals from S1M to $2M

45%

39%

11%

2%

1%

1%

2%

IBBA
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Business Transactions Valued
from S2 Million to $4.99 Million
Number of Closed Transactions: 46
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50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

Engagement/Listing to Close

N\

"

N % % N NN

0%

<1
month

1 month

3
months

4
months

5
months

6
months

7
months

8
months

9
months

10
months

11
months

12
months

1.1-15
years

1.6-2
years

> 2 years

|Dea|s from $2M to S5M

4%

4%

7%

4%

4%

13%

9%

4%

7%

7%

2%

4%

17%

4%

9%
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50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

LOI/ Offer to Close

LN N N N N N N R N

il —

<1
month

1 month

2 months

3 months

4 months

5 months

6 months

7 months

8 months

11
months

12
months

1.1-15
years

16-2
years

|Dea|s from $2M to $5M 4%

2%

15%

24%

22%

4%

9%

7%

2%

2%

2%

2%

4%
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Industry

50% -

45% -

40% -

35% -

NOR R ON K

30% -

25% -

20% -

15% -

10% -

Hed

0,
(0}
O / Manufact. Business Construction | Wholesale & Consumer Services - Services - Basic Health care & | Restaurants Other
services & engineering | distribution goods & personal financial materials & biotech
Retail energy
|Deals from $2M to $5M 26% 13% 11% 11% 7% 7% 7% 4% 4% 4% 7%
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SDE Multiple Paid

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

NN NN NN NN NN

5% -

0%
1 1.25 1.75 2 2.25 2.5 2.75 3 3.25 3.5 3.75 4.25 5.25 5.5 10
Deals from $2M to S5M| 4% 4% 4% 4% 4% 13% 4% 17% 4% 8% 8% 8% 4% 8% 4%

Number of responses: 24

Graziadio School of W

INTERNATIONAL P EPPTETRTDINE .
usiesserokerslIP RIVATE CAPITAL 70 PEPPERDINE Busiinges and Bnagament
assocution, nc.: liMARKETS PROJECT A heres

bechool. pepperdine.adu/privatecapital




EBITDA Multiple Paid

N\

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

NOR R R % R OK %

5% -

0%
1 1.25 2.25 2.5 3 3.5 3.75 4 4.5 5 5.25 5.75 8.25 8.5 >10
Deals from $2M to S5M| 5% 9% 5% 9% 5% 5% 5% 23% 5% 9% 5% 5% 5% 5% 5%

Number of responses: 22

Graziadio School of W
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Multiple Type

100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0%

NN N

SDE including SDE not including EBITDA including EBITDA not TTM EBITDA TTM EBITDA not
working capital working capital working capital including working including working including working
capital capital capital

Deals from $2M to $5M 28.3% 23.9% 19.6% 17.4% 4% 6.5%
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Buyer Type

M 1st time individual

M individual who owned a business

M existing company/strategic buyer

M PE firm - Platform

M PE firm - Add-on

i Other
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#1 Reason for Seller to Go to Market

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

5%

0%

AN

Retirement

New/better
opportunity

Family issues

Burnt out

Recapitalizatio

Health

Unsolicited
offer

Potential
taxes
increases

|Dea|s from $2M to $5M 54%

13%

9%

7%

4%

4%

2%

IBBA
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Buyer Location

50% -

45% -

40% -

AN

35% -

30% -

25% -

20% -

15% -

10% -
5% -

0%
within 20 miles within 50 miles within 100 miles more than 100 miles
Deals from $S2M to S5M 35% 24% 9% 33%
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o
45% -/
o |
35% -/
30% -/
25% -/
20% -
15% -
10% -
5% -
0%

#1 Motivation for Buyer

Vertical add-on

Buying a job

Horizontal add-on

Better ROI than other
investment

Other

Deals from $S2M to S5M 24%

20%

17%

13%

26%
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Financing Structure

100% -

90% -

80% -

70% -

60% -

NN NN

50% -

40% -

30% -

20% -

10% -

Buyers equity Senior debt Seller financing Earn out Seller retained Other

equity
Deals from $2M to S5M 45% 36% 10% 6% 1% 1%

0%
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Business Transactions Valued
Over S5 Million
Number of Closed Transactions: 23
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Engagement/Listing to Close

50%

45%

40%

35%

30%

25%

LT W T W Y R O

20%

15%

10%

w o Hﬂﬂiiﬂ

0%

<1month | 1month 2 months | 4 months | 5months | 6 months | 7 months | 9 months | 10 months | 12 months | 1.1-1.5 > 2 years
years

|Dea|s from $5M to $50M 9% 4% 4% 4% 17% 4% 4% 4% 13% 13% 4% 17%
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LOI/ Offer to Close

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

Al alaallas

0%

% O% %N % % RN

<1month | 2 months | 3 months | 4 months | 5months | 6 months | 7months | 8 months | 10 months | 12 months | 1.1-1.5 1.6-2
years years

|Dea|s from $5M to $50M 9% 9% 17% 17% 9% 4% 9% 4% 4% 9% 4% 4%
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Industry

50% -

45% -

40% -

35% -

30% -

NN NN N N

25% -

20% -

15% -

10% -

5% -

0%
0
Manufact. Information Construction & Health care & Services - Restaurants Services - Business services Other
technology engineering biotech financial personal
|Dea|s from $5M to S50M 22% 22% 9% 9% 9% 9% 4% 4% 13%

Graziadio School of
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SDE Multiple Paid

50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -
0% 2 6.75 7

Deals from $5M to $50M 33% 33% 33%

NN

Number of responses: 3
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EBITDA Multiple Paid

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

NN N N R X N N N X

5% -

0.25 1.75 2.25 2.75 3.25 4.25 4.75 5 5.25 5.5 5.75 6.5 8 8.25
Deals from $5M to $50M 5% 5% 5% 10% 5% 5% 5% 10% 10% 5% 15% 5% 10% 5%

Number of responses: 20
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Multiple Type
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SDE including
working capital

SDE not including
working capital

EBITDA including
working capital

EBITDA not
including working
capital

TTM EBITDA
including working
capital

TTM EBITDA not
including working
capital

Deals from $5M to $50M

4%

9%
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13%
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IBBA
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Buyer Type

M 1st time individual

M individual who owned a business

M existing company/strategic buyer

M PE firm - Platform

M PE firm - Add-on

i Other
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#1 Reason for Seller to Go to Market
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45% -

yd
%
s
d

35% -

30% -

25% -

20% -

15% -

10% -

5% -

0%

Retirement

Burnt out

Family issues

Recapitalization

Relocation/mov
ing

Unsolicited
offer

Health

Deals from $5M to $50M

48%

17%

9%

9%

9%

4%

4%

IBBA
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Buyer Location

0%

within 20 miles

within 50 miles

within 100 miles

more than 100 miles

|Dea|s from S5M to S50M

17%

13%

26%

43%
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#1 Motivation for Buyer

50% -

45% -

40% -
35% -

NN

30% -

25% -
20% -

15% -

10% -

5% -

0%
Horizontal add-on Vertical add-on Better ROI than other Buying a job Other
investment

Deals from S5M to $50M 43% 22% 22% 9% 4%
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Financing Structure

NN NN N

&

=

Buyers equity

Senior debt

Seller financing

Earn out

Seller retained
equity

Mezzanine
financing

Other

Deals from S5M to $50M 50%

26%

14%

5%

3%

1%

1%

IBBA
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V. Expectations
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Expectations of Business Listings / Engagements
from New Clients in the Next 3 Months

Greatly

Stay the Greatl Score
Decrease y Increase y

Deal size .
decrease same increase (1to5)

Deals valued under $499,999 2.3% 5.4% 42.1% 46.7% 3.5% 3.6

Deals valued from $500,000 to $999,999 2.8% 4.2% 41.9% 47.4% 3.7% 3.6

Deals valued from S1 million to $1.99

. 3.1% 4.1% 43.8% 44.8% 4.1% 35
zeiﬁi';‘l’a'“ed from 52 million to 54.99 2.4% 4.3% 52.4% 37.2% 3.7% 3.4
Deals over S5 million 3.2% 6.3% 50.0% 36.5% 4.0% 3.3
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Expectations for Business Valuation Multiples in
the Next 3 Months

Greatly Stay the Greatly
Decrease Increase .
decrease same increase

Score (1 to 5)

Deal size

Deals valued under $499,999 1.6% 6.2% 81.0% 9.7% 1.6% 3.0

Deals valued from $500,000 to $999,999 1.4% 5.6% 79.4% 12.1% 1.4% 3.1

Deals valued from S1 million to $1.99

e 4.7% 57%  74.1%  14.0% 1.6% 3.1
zfﬁi';r‘]’a'”ed from 52 million to 54.99 1.2% 85%  66.7%  18.8% 4.8% 3.1
Deals over S5 million 0.8% 10.2% 63.3% 22.7% 3.1% 3.1
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V. About the Respondents
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Details About the Respondents

Geographic Location

—
1-2

3-5

6-7

8-10

11-15

16-20

more than 20

E
|
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100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

* Number is more than number of respondents as many respondents overlap into 2 or 3 areas

INTERNATIONAL
BUSINESS BROKERS
ASSOCIATION, INC. ®

Details About the Respondents

Typical Size of Business Transactions

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

%

57%

46%

40%

33%

23%

Total number of responses = 378
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Details About the Respondents
Memberships/ Multiple Memberships

0% 10% 20% 30% 40% 50% 60%

| | | | | |
IBBA k : .

T T

d 32%

M&A Source

California Association of Business Brokers

|
!

4 ] '
|

Business Brokers of Florida d 12%

Alliance of Merger & Acquisitions Advisors d 7%

Texas Association of Business Brokers |jusssd 6%

New England Business Brokers Association |jesssd 6%
Carolina - Virginia Business Brokers Association 6%
Pennsylvania Business Brokers Association : 5%
Colorado Association of Business Intermediaries |jusssss—d 5%
Georgia Association of Business Brokers |usssss=d 5%
Midwest Business Brokers Intermediaries |jusssd 5%
Florida Business Brokers AssocCiation |usssssssd 5%
Arizona Business Brokers Association |ussssd 4%
New York Association of Business Brokers |jusssd 3%
Ohio Business Brokers Association |ussssssd 3%
Nevada Business Brokers Association |jusssd 3%
Mid-Atlantic Business Intermediaries Association, InC.  jussd 2%
Mid-Atlantic Business Brokers Association |ussd 2%
Michigan Business Brokers Association -H 2%
Other ! d 12%
None d 9%
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Details About the Respondents

Working Experience

M Less than 1 year
M 1vyear

M 2 years

M 3 years

M4 years

M 5 years

M 6 years

M 7/ years

M 8 years

M 9 years

M 10 years
M 11-15 years
i 16-20 years

k> 20 years
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Details About the Respondents

Professional Credentials

100.0%
90.0%
80.0% -
70.0% +
60.0% +
50.0% +
40.0% -
30.0% -
20.0% -
10.0% -
0.0% . ' :
(6]] MBA CBB |M&AM| CMEA ABI BCI CPA CPA |CM&A | CM&A |[CMSBB| AM&A | ASA BCB CFA Other | None
I (active | (non A P A
) active)
%| 46.6% | 23.3% | 14.8% | 12.2% | 7.4% 6.6% 6.4% 6.4% 6.4% 6.1% 4.8% 4.8% 4.0% 4.0% 3.7% 3.2% | 20.4% | 19.8%
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THANK YOU!

Scott Bushkie, CBIl, M&AMI, IBBA Chair
SBushkie@Cornerstone-Business.com

Lisa Riley, Ph.D., CBI, IBBA Market Pulse Chair
lisa@LINKBusiness.com

Craig Everett, Ph.D.
Director, Pepperdine Private Capital Markets Project
http://bschool.pepperdine.edu/privatecapital
craig.everett@pepperdine.edu

INTERNATIONAL P E B P E R D | M E G I! fio Schoal of
IBBA susinessBrokersIlIPRIVATE CAPITAL 99 PEPPEEQINE R SRR e T

assocrion, inc.: [l@iMARKETS PROJECT

bechool. pepperdine.adu/privatecapital




