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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

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

. 378 completed responses in Q2, 2016; 249
completed responses in Q2, 2015

. Responses collected from July 1 — July 15, 2016
and from July 1 — July 15, 2015 accordingly
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Il. Business Transactions Closed in the
Last 3 Months
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10% -

Typical Size of Business Transactions

NN N

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

M Q2, 2016

57%

46%

40%

33%

23%

ki Q2, 2015

50%

44%

43%

33%

34%
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Number of Business Transactions Closed by
Respondents in the Last 3 Months

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

0%

RN R NN R XK

1 2 3 4
 Q2, 2016 26% 15% 7% 2%
M Q2, 2015 34% 13% 4% 2%
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Business Transactions Closed in the Last 3
Months by Deal Size
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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

M Q2, 2016

51%

17%

15%

11%

6%

kM Q2, 2015

47%

17%

15%

10%

11%
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Change in the Number of New Clients by Deal
Size in The Last 3 Months

Greatl h reatl
y Decreased Stayed the Increased . Sl
decreased same increased

Score (1 to 5)

Deal size

Quarter Q2, Q2 Q2 | Q2 | Q2 Q2 | Q2 | Q2 Q2 | Q2 | Q2 Q2
2016 | 2015 | 2016 | 2015 | 2016 | 2015 | 2016 | 2015 2016 | 2015 | 2016 | 2015

Deals valued under $499,999 3% 4% 9% | 10% | 50% | 45% | 34% | 38% | 4% 3% 3.5 3.3

Deals valued from $500,000 to

$999,999 4% 1% 8% 9% | 52% | 41% | 34% | 45% | 2% 4% 3.7 3.4

Deals valued from S1 million to

. 6% 3% 10% | 13% | 52% | 43% @ 32% @ 38% 1% 4% 3.6 3.3
$1.99 million

Deals valued from S2 million to

. 6% 5% 11% 9% 50% | 48% | 27% | 33% 6% 5% 3.7 3.2
S$4.99 million

Deals valued from S5 million to

. 6% 4% 8% 10% | 48% | 45% | 31% | 37% 7% 4% 3.9 3.3
S50 million
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Was it Buyer’s Market in the last 3 months?
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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 Q2, 2016

62%

54%

40%

28%

22%

M Q2, 2015

62%

56%

42%

37%

22%
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Median Time to Close a Deal (Months)
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Median EBITDA Multiple Paid
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Business Transactions Valued
under $499,999
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Time to Close

50%

45% +

40%

35%

30%

25% +

20% |

15%

10% |

5% +

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

M Q2, 2016 3% 1% 8% 14% 10% 7% 13% 8% 5% 6% 3% 5% 6% 9% 0% 0%

M Q2, 2015 1% 5% 19% 17% 4% 7% 14% 4% 4% 4% 5% 1% 7% 6% 1% 1%
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Industry

50% -

45% -

40% -

35% -

30% -

25% -

20% -

om0 RO N R K

15% -

"

10% -

-

&

% - g @

—

L

—

— L

—

0% ——= - - -
Basic Business Construction Consumer Information | Health care & | Manufacturin | Restaurants Services - Services - Wholesale & Other
materials & services & engineering goods & technology biotech g financial personal distribution
energy Retail
M Q2, 2016 3% 12% 6% 13% 0% 4% 4% 25% 2% 19% 2% 9%
MQ2, 2015 0% 13% 2% 11% 2% 9% 3% 24% 0% 19% 7% 11%

PEPPERDINE St St e g

INTERNATIONAL P E P P E R D | N E
susinessBrokers[lIPRIVATE CAPITA 18
assocrion, inc.: [l@iMARKETS PROJECT

bechool. pepperdine.adu/privatecapital

SN
-




SDE Multiple Paid

50% -
45% -
40% |
35% 1
30% 1

25%

20%

15%

10%

5%

0%
0.25| 05 |0.75| 1 |1.25|15 |175| 2 |225|25 |275| 3 |325|35 |375| 4 |45 (475 5 |55 |6.75| 75 |825| 85 | >10
MQ2,2016| 4% | 2% | 1% | 5% | 9% | 6% | 9% [13% |14% | 7% |11% | 6% | 4% | 2% | 1% | 1% | 1% [ 1% | 1% | 1% | 1% | 1% | 0% | 1% | 1%

MQ2,2015| 0% | 1% | 1% | 9% | 6% | 4% | 8% [24% |18% | 8% | 7% | 8% | 1% | 0% | 1% | 2% | 0% | 0% | 1% | 0% | 0% | 0% | 2% | 0% | 0%
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EBITDA Multiple Paid

50%
45%
40%
35%
30%
25%
20%
15%
10%
5% -
0%
0.25 1 1.25 1.5 1.75 2 2.25 2.5 2.75 3 3.25 3.75 4 5 5.25 8 8.5
M Q2,2016| 10% 14% 0% 0% 5% 5% 10% 19% 5% 10% 5% 0% 0% 5% 5% 5% 5%
M Q2, 2015 0% 0% 13% 13% 13% 13% 0% 0% 0% 25% 0% 13% 13% 0% 0% 0% 0%
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Multiple Type

100%
o0%
s0%
0%
60%
s0%
0%
0%
20% -
10% -
— P r—
0%
SDE not including SDE including EBITDA including EBITDA not including TTM EBITDA TTM EBITDA not
working capital working capital working capital working capital including working including working
capital capital
M Q2, 2016 19% 71% 2% 5% 1% 2%
i Q2, 2015 22% 70% 2% 5% 1% 0%
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Buyer Type

50% Fa

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

0%

1st time individual

individual who
owned a business

existing
company/strategic
buyer

PE firm - Platform

PE firm - Add-on

Other

kQ2, 2016

42%

40%

12%

1%

1%

4%

ki Q2, 2015

57%

23%

19%

0%

0%

1%

IBBA
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50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -
0% -

#1 Reason for Seller to Go to Market

RO N R % R RN R K

Recapitalization

Burnt out

Family issues

Health

New
opportunity

Relocation/movi
ng

Retirement

Unsolicited
offer

Other

M Q2, 2016

2%

17%

9%

8%

18%

9%

27%

2%

6%

M Q2, 2015

1%

21%

6%

6%

14%

7%

39%

0%

7%
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Buyer Location

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

0%
within 20 miles within 50 miles within 100 miles more than 100 miles
i Q2, 2016 67% 14% 3% 16%

M Q2, 2015 54% 15% 9% 21%

100% —/
90% -?
-
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#1 Motivation for Buyer

N\ N

0%

Buying a job

Better ROl than other
investment

Vertical add-on

Horizontal add-on

Other

M Q2, 2016

51%

11%

9%

16%

13%

i Q2, 2015

53%

10%

8%

18%

10%
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Financing Structure

NN N N

0%

Buyer's equity

Senior debt

Seller financing

Earn out

Seller retained equity

Other

M Q2, 2016

59%

21%

15%

2%

1%

2%

MQ2, 2015

62%

22%

12%

1%

0%

2%
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Business Transactions Valued
from $S500,000 to $999,999
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Time to Close

50% |
45%
40%
35% +
30%
25% +
20% +
15%
10% +
5% -
0%
1 month 2 3 4 5 6 7 8 9 10 11 12 1.1-15 16-2 > 2 years
months | months | months | months | months | months | months | months | months | months | months years years
M Q2, 2016 1% 6% 13% 8% 13% 13% 7% 4% 4% 6% 1% 7% 10% 4% 3%
M Q2, 2015 0% 7% 12% 22% 7% 15% 10% 2% 0% 5% 0% 7% 5% 0% 7%
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Industry

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

RO R % R K R %%

T
11D

10% -

=

b *
ni |.

5% - =

0% &

Basic materials Business Construction & Consumer Information Health care & Manufacturing Restaurants Services - Services - Wholesale & Other

& energy services engineering goods & Retail technology biotech financial personal distribution
1 Q2, 2016 1% 17% 10% 10% 1% 7% 6% 11% 1% 13% 10% 13%
M Q2, 2015 5% 10% 10% 7% 0% 10% 2% 12% 0% 15% 15% 15%
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SDE Multiple Paid

50%

45%

40%

35%

30%

25%

20% ﬂ

15% -+ |

10% +

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 4.25 4.5 5 6 6.25

M Q2, 2016 2% 2% 5% 2% 13% 9% 11% 15% 16% 5% 7% 2% 0% 4% 2% 0% 2% 2%
M Q2, 2015 0% 0% 3% 13% 20% 7% 13% 7% 7% 7% 3% 3% 3% 0% 7% 7% 0% 0%
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EBITDA Multiple Paid

50%

45% -+

40%

35%

30%

25% +

20% +

15% -

10% -

5% -

0% -

0.25 1 2 2.25 2.5 2.75 3 3.25 35 3.75 4 4.5 5 5.25

M Q2, 2016 19% 0% 13% 6% 6% 6% 0% 6% 6% 6% 13% 6% 6% 6%
M Q2, 2015 0% 18% 0% 18% 0% 9% 9% 9% 0% 18% 18% 0% 0% 0%
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Multiple Type

100% 7
90% v
80%
70% v
60% -/
50% -/
0%
0%
20% -
10% -
0%
SDE not including SDE including EBITDA including EBITDA not including TTM EBITDA TTM EBITDA not
working capital working capital working capital working capital including working including working
capital capital
M Q2, 2016 23% 55% 7% 14% 1% 0%
M Q2, 2015 10% 63% 12% 12% 0% 2%
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Buyer Type
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1)

0%

1st time individual

individual who
owned a business

existing
company/strategic
buyer

PE firm - Platform

PE firm - Add-on

Other

i Q2, 2016

30%

31%

27%

6%

4%

3%

M Q2, 2015

49%

28%

23%

0%

0%

0%
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#1 Reason for Seller to Go to Market

Recapitalization

Burnt out

Family issues

Health

New
opportunity

Relocation/movi
ng

Retirement

Unsolicited
offer

Other

MQ2, 2016

1%

20%

8%

6%

14%

4%

39%

3%

4%

M Q2, 2015

5%

8%

15%

5%

13%

0%

51%

0%

3%
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Buyer Location

100% -
90% -

80% -

70% -
60% -

NN NN

50% -

40% -
30% -

20% -

10% -

0%
within 20 miles within 50 miles within 100 miles more than 100 miles
i Q2, 2016 48% 18% 10% 24%

M Q2, 2015 33% 33% 13% 21%
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#1 Motivation for Buyer

50% 7 N

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

5% -

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

M Q2, 2016 34% 10% 25% 17% 14%
M Q2, 2015 54% 8% 13% 21% 5%

Graziadio School of W

INTERNATIONAL P E P P ERD I N E
IBBA susnesserokersliIPRIVATE CAPITAL 36 PEPPERDINE Business and Management 7
assocrion, inc.: [l@iMARKETS PROJECT A Diurps

bechool. pepperdine.adu/privatecapital




Financing Structure
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M Q2, 2016
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M Q2, 2015
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Business Transactions Valued
from S1 Million to $1.99 Million

RS PRIVATE CAPITAL
mion, inc.: [l@MARKETS PROJECT

bechool. pepperdine.adu pri



Time to Close

50% |
45% |
40%
35%
30% |
25%
20%
15%
10% +

5% -

0%

2 months | 3 months | 4 months | 5 months | 6 months | 7 months | 8 months | 9 months 10 11 12 1.1-1.5 1.6-2 > 2 years
months months months years years

M Q2, 2016 5% 5% 10% 0% 8% 8% 8% 12% 3% 2% 12% 17% 3% 7%
M Q2, 2015 0% 17% 3% 11% 11% 6% 3% 6% 3% 3% 9% 14% 9% 6%
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50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

Industry

NN N RN N N N RN R

0% -
Basic materials Business Construction & Consumer Information Health care & Manufacturing Restaurants Services - Services - Wholesale & Other
& energy services engineering goods & Retail technology biotech financial personal distribution
uQ2, 2016 0% 5% 12% 5% 3% 7% 22% 3% 3% 15% 15% 10%
M Q2, 2015 3% 17% 9% 14% 6% 6% 14% 3% 3% 6% 6% 14%

P E

P P E
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E

2, PEPPERDY

Graziadio School of
Business and Managament

v

INTERNATIONAL
BUSINESS BROKERS
ASSOCIATION, INC. ®

PRIVATE CAPITA
MARKETS PROJECT

bechool. pepperdine.adu/privatecapital

SN
-




SDE Multiple Paid

50% 1
45% -+
40% +
35%
30%
25%
20% +
15% +
10% +
5%
0% -

0.5 1 1.25 2 225 | 25 | 275 3 325 | 35 | 3.75 4 4.25 5 5.75 6

WQ2,2016| 3% 3% 3% 5% 3% 5% 8% | 18% | 11% | 16% | 8% 3% 3% | 11% | 3% 0%

WQ2,2015| 0% 5% 0% 0% 0% 9% | 14% | 32% | 18% | 5% 0% 5% 0% 9% 0% 5%
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EBITDA Multiple Paid

50%
45% -
40% -
35%
30%
25% -+
20% -+
15%
10% +
5% -
0%
1 1.25 1.5 2 2.5 2.75 3 3.25 35 3.75 4 4.25 4.5 5.25 6 7 8.25
M Q2, 2016 0% 0% 5% 5% 5% 9% 5% 5% 14% 5% 14% 9% 5% 9% 5% 9% 0%
M Q2, 2015 8% 8% 0% 8% 0% 8% 15% 0% 15% 8% 8% 8% 8% 0% 0% 0% 8%
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100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

Multiple Type

NANNN NN N

0%

SDE not including
working capital

SDE including working
capital

EBITDA including working
capital

EBITDA not including
working capital

TTM EBITDA including
working capital

M Q2, 2016

23%

40%

15%

18%

3%

M Q2, 2015

34%

29%

9%

26%

3%

P E P P E R D |

N E

v

PEPPERDINE | S5 S/ s
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a—-—’-ﬂﬁ/ﬂj’

INTERNATIONAL
BUSINESS BROKERS
ASSOCIATION, INC. ®

PRIVATE CAPITA
MARKETS PROJECT

bechool. pepperdine.adu/privatecapital

SN
-




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

Buyer Type

Ww\\

0%

1st time individual

individual who
owned a business

existing
company/strategic
buyer

PE firm - Platform

PE firm - Add-on

Other

M Q2, 2016

33%

22%

30%

5%

8%

2%

M Q2, 2015

44%

34%

19%

0%

0%

3%
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50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

%o% % N e S ROR K %

#1 Reason for Seller to Go to Market

0%

Recapitalizat
ion

Burnt out

Family issues

Health

New
opportunity

Potential
taxes
increases

Relocation/
moving

Retirement

Unsolicited
offer

Other

i Q2, 2016

3%

12%

5%

5%

2%

3%

2%

5%

M Q2, 2015

0%

9%

9%

6%

19%

0%

0%

0%

P E P P E R D | N E
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Buyer Location

100%

90%
80%
70%
60%

50%

SNV

40%

30% -
20% -

10% -

0%
within 20 miles within 50 miles within 100 miles more than 100 miles
i Q2, 2016 28% 32% 20% 20%

M Q2, 2015 34% 22% 3% 41%

INTERNATIONAL P E P P ERDI NE i
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#1 Motivation for Buyer

50% -

45% -

N NN

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

0%

Buying a job

Better ROl than other
investment

Vertical add-on

Horizontal add-on

Other

Q2, 2016

22%

25%

17%

12%

M Q2, 2015

38%

19%

13%

13%

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

Financing Structure

NN N Y %S

0%

Buyer's equity

Senior debt

Seller financing

Earn out

Seller retained
equity

Mezzanine
financing

Other

M Q2, 2016

45%

39%

11%

2%

1%

1%

2%

kQ2, 2015

35%

50%

12%

3%

0%

0%

0%
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Business Transactions Valued
from S2 Million to $4.99 Million

RS PRIVATE CAPITAL
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Time to Close

50% 1

45%

40%

35% 1

30%

25%

20%

15% +

10% +

5%

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

M Q2, 2016 4% 4% 0% 7% 1% 4% 13% 9% 4% 7% 7% 2% 1% 17% 4% 9%

M Q2, 2015 0% 0% 4% 4% 16% 4% 16% 4% 0% 1% 8% 0% 8% 16% 0% 16%
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Industry

50% -

45% -

40% -

35% -

30% -

25% -

20% -

N N N % R K N

15% -

10% - ' q
5% " "
0 - - ] 1 -

"

=

0% < T BT R '*
(0)
Basic materials Business Construction & Consumer Information Health care & Manufacturing Restaurants Services - Services - Wholesale & Other
& energy services engineering goods & Retail technology biotech financial personal distribution
M Q2, 2016 4% 13% 11% 7% 0% 4% 26% 4% 7% 7% 11% 7%
M Q2, 2015 8% 4% 24% 4% 4% 8% 24% 0% 0% 8% 16% 0%

P E
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R

D I N

E
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SDE Multiple Paid

50% |
45% |
40% -
35%
30%
25%
20% +
15% +
10% +
5% 1
0%
1 | 125 | 175 | 2 | 225 | 25 | 275 | 3 | 325 | 35 | 375 | 4 | 425 | 525 | 55 | 575 | 10
MQ2,2016| 4% | 4% | 4% | 4% | 4% | 13% | 4% | 17% | 4% | 8% | 8% | 0% | 8% | 4% | 8% | 0% | 4%
MQ2,2015| 0% | 0% | 10% | 0% | 0% | 10% | 0% | 20% | 0% | 0% | 20% | 10% | 0% | 0% | 0% | 10% | 0%
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EBITDA Multiple Paid

50%

45%

40%

35% 7

30%

25%

20% 7 ]

15%

10% -+ ]

[ |
5% -
0% - ==
1 1.25 2 2.25 2.5 3 3.25 3.5 3.75 4 4.25 45 5 5.25 5.5 5.75 6 8 8.25 8.5 >10

M Q2,2016| 5% 9% 0% 5% 9% 5% 0% 5% 5% 23% 0% 5% 9% 5% 0% 5% 0% 0% 5% 5% 5%
M Q2,2015| 0% 0% 7% 7% 0% 0% 13% | 13% 0% 13% | 20% 7% 0% 0% 7% 0% 7% 7% 0% 0 0

INTERNATIONAL P E B P E R D | M E an' iadio Schodl of
IBBA susinesserokerslIPRIVATE CAPITA 53 PEPPEIQ Business and Management
assocrion, inc.: [l@iMARKETS PROJECT M/%: s DL

bechool. pepperdine.adu/privatecapital




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

NN N NN NN

Multiple Type

0%

SDE not including
working capital

SDE including
working capital

EBITDA including
working capital

EBITDA not including
working capital

TTM EBITDA
including working
capital

TTM EBITDA not
including working
capital

M Q2, 2016

28%

24%

20%

17%

4%

7%

i Q2, 2015

12%

28%

32%

16%

8%

4%
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50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

NN N N N

Buyer Type

0%

1st time individual

individual who
owned a business

existing
company/strategic
buyer

PE firm - Platform

PE firm - Add-on

Other

4 Q2, 2016

22%

17%

35%

20%

M Q2, 2015

20%

24%

36%

0%
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50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -

5%
0%

#1 Reason for Seller to Go to Market

R R OR R % R %X

Recapitalization

Burnt out

Family issues

Health

New
opportunity

™ —

Potential taxes
increases

Relocation/movi
ng

Retirement

Al

Unsolicited
offer

M Q2, 2016

7%

7%

9%

4%

13%

2%

0%

54%

4%

M Q2, 2015

0%

20%

4%

4%

16%

0%

4%

52%

0%
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Buyer Location

100% -

90% -
80% -

70% -

60% -
50% -

NN\

40% -
30% -
20% -
10% -

0%

within 20 miles

within 50 miles

within 100 miles

more than 100 miles

M Q2, 2016

35%

24%

9%

33%

M Q2, 2015

24%

28%

0%

48%

IBBA
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#1 Motivation for Buyer

50% -

45% -

40% -

35% -

30% -

25% -

NN NN N

20% -
15% -
10% -
5% -

0%

Buying a job

Better ROl than other
investment

Vertical add-on

Horizontal add-on

Other

M Q2, 2016

20%

13%

24%

17%

26%

M Q2, 2015

20%

24%

20%

24%

12%

IBBA
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100%

NN SN\

90%
80%

70%

60%

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

Financing Structure

0%

Buyer's equity

Senior debt

Seller financing

Earn out

Seller retained equity

Other

M Q2, 2016

45%

36%

10%

6%

1%

1%

M Q2, 2015

36%

33%

18%

12%

1%

0%

INTERNATIONAL PONE R NN E R DR E i
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Business Transactions Valued
from S5 Million to S50 million
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Time to Close

50%
45%
40%
35% |
30%
25%
20%
15%
10%
5% -
0%
<1 1 month 2 3 4 5 6 7 9 10 11 12 1.1-15 1.6-2 > 2 years
month months | months | months | months | months | months | months | months | months | months years years
M Q2, 2016 9% 4% 4% 0% 4% 17% 4% 4% 4% 13% 0% 13% 4% 0% 17%
M Q2, 2015 0% 0% 4% 8% 8% 8% 15% 8% 8% 12% 4% 4% 12% 8% 4%
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Industry

50% -

45% -

40% -

35% -

30% -

% 0% % R R % % & Ok %

25% -
20% -
15% -
10% -
5% -
0%
Business Construction & Consumer Information Health care & | Manufacturing Restaurants Services - Services - Wholesale & Other
services engineering goods & Retail technology biotech financial personal distribution
uQ2, 2016 4% 9% 0% 22% 9% 22% 9% 9% 4% 0% 13%
M Q2, 2015 15% 4% 8% 8% 4% 35% 0% 8% 0% 15% 4%
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SDE Multiple Paid

50% - |
45% - |
40% -

35% -

30% - .

25% -

20% -

15% -

10% -

5% -

4

5 6.75 7

NN NN

0%
2
i Q2, 2016 33% 0% 0% 33% 33%
M Q2, 2015 0% 50% 50% 0% 0%
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EBITDA Multiple Paid

50% -
45% -
40%
35%
30%
25% -
20%
15% -+ H
10% + '
o | N W !
g | a a bl ]
0% . R R T R . i e R T R A Al Rl AR . e e
0.25 1 1.7512.25| 2.75 3 3.25| 3.5 |3.75 4 4.25| 45 |4.75 5 525| 55 |5.75 6 6.25| 6.5 |6.75| 7.5
M Q2,2016| 5% 0% 5% 5% | 10% | 0% 5% 0% 0% 0% 5% 0% 5% | 10% | 10% | 5% | 15% | 0% 0% 5% 0% 0%
M Q2,2015| 0% 4% 0% 0% 0% 4% 0% 4% 4% 4% | 4% 8% | 13% | 8% 0% 4% 0% [ 13% | 8% 8% | 4% 4%

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

Multiple Type

NN NN NN N N NN

0%

SDE not including
working capital

SDE including
working capital

EBITDA including
working capital

EBITDA not including
working capital

TTM EBITDA
including working
capital

TTM EBITDA not
including working
capital

M Q2, 2016

4%

9%

43%

13%

13%

17%

M Q2, 2015

4%

4%

31%

42%

15%

4%
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50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

R R RN

Buyer Type

0%

1st time individual

individual who
owned a business

existing
company/strategic
buyer

PE firm - Platform

PE firm - Add-on

Other

i Q2, 2016

13%

4%

30%

13%

M Q2, 2015

4%

0%

38%

8%
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#1 Reason for Seller to Go to Market

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

N % B oW oO% % % k&

10% -

5%

JdiBel

0%

Recapitalization

Burnt out

Family issues

Health

New
opportunity

Relocation/mov
ing

Retirement

Unsolicited
offer

Other

M Q2, 2016

9%

17%

9%

4%

0%

9%

48%

4%

0%

M Q2, 2015

27%

4%

4%

8%

8%

0%

31%

4%

15%
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susiness Brokers[lIPRIVATE CAPITAL
assocrion, inc.: [l@iMARKETS PROJECT

bechool. pepperdine.adu/privatecapital

SN
-




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

NN NN

Buyer Location

0%

within 20 miles

within 50 miles

within 100 miles

more than 100 miles

M Q2, 2016

17%

13%

26%

43%

M Q2, 2015

12%

15%

15%

58%

IBBA
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#1 Motivation for Buyer

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

NN NN NN N

10% -

5% -

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

M Q2, 2016 9% 22% 22% 43% 4%
M Q2, 2015 8% 19% 15% 42% 15%

Graziadio School of W
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100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0%

NN NN N N

Financing Structure

Buyer's equity

Senior debt

Seller financing

Earn out

Seller retained
equity

Mezzanine
financing

M Q2, 2016

50%

26%

14%

5%

3%

1%

M Q2, 2015

36%

41%

13%

4%

6%

0%
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Ill. Expectations

Graziadio School of W
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Expectations of Business Listings / Engagements
from New Clients in the Next 3 Months

Deal size LI Decrease  Stay the same Increase .Greatly Score (1 to 5)
decrease Increase
2016 | 2015 2016 @ 2015 | 2016 @ 2015 | 2016 | 2015 | 2016 2015 @ 2016 | 2015
gjglgsgglgued under 23% | 0.0% | 5.4% | 5.1% 42.1% 33.8% 46.7% 56.6% 3.5%  4.4% 3.6 | 3.6
;)Segésgggute:;g;r;ggg 2.8% | 0.0% | 4.2% | 42% | 41.9% 27.7% 47.4%  63.9% | 3.7%  4.2% 3.6 | 3.7
r?ﬁﬁi';r‘]’iloug‘;g;rr:iﬁilon 3.1% | 0.0% | 4.1% | 3.4% 43.8% 36.1% 44.8%  55.5%  4.1% 5.0% 3.5 | 3.6
r[:ﬁﬁilzr‘]’i)”;flg;:iﬁizon 24% | 0.0% | 43% | 3.2% 52.4% 39.4% 37.2% 52.1% 3.7% 53% 3.4 | 3.6
D
m‘?ﬁi';‘l’iugsgrrmiii 32% | 1.1% | 6.3% | 5.3%  50.0%  36.8% 36.5%  53.7% 4.0%  3.2% 33 | 35
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Expectations for Business Valuation Multiples in
the Next 3 Months

Deal size LTI Decrease  Stay the same Increase 'Greatly Score (1 to 5)
decrease INCrease
2016 | 2015 2016 2015 | 2016 2015 @ 2016 @ 2015 | 2016 2015 2016 | 2015
D
Sj;g;g;“ed under 16%  0.0% | 62% @ 8.8%  81.0% 73.7% 9.7%  17.5%  1.6% 0.0% 3.0 @ 3.1
Deals valued f
$5egos(;lgoufod$;gr;999 14% | 0.8% | 5.6% | 5.9% | 79.4% 72.3% 12.1%  21.0% 1.4% | 0.0% 3.1 | 3.1
D 1
m‘?l?i';‘]’i'o“g‘jg;::iﬁion 4.7% 0.8% | 5.7%  6.7% 74.1% 68.9%  14.0%  22.7%  1.6%  0.8% 3.1 | 3.2
Deals valued from $2
m‘?ﬁizr“’io“gi grgr:“ﬁion 12% | 1.0% | 8.5% @ 6.2%  66.7% 68.0% 18.8%  21.6% 4.8% | 3.1% 3.1 | 3.2
Deals valued f
m‘?l?iz:iouggoﬁmiii 0.8% | 0.0% | 10.2% 10.3% 63.3% 58.8% 22.7%  30.9%  3.1%  0.0% 3.1 | 3.2

IBBA
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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 susinesserokersBIPRIVATE CAPITAL 74 PEPPEEQINE L

assocrion, inc.: [l@iMARKETS PROJECT

bechool. pepperdine.adu/privatecapital




