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Dealmakers in the Creo survey are cautiously optimistic about 2024,
envisioning a modestly better M&A environment

e Creo fielded an M&A survey in mid-February to understand sentiment amongst dealmakers
* The survey consists of 150+ responses from executives in Private Equity, Banking, PortCos, and Service Providers

* Dealmakers see revenue up ~9% in 2024 for their companies/companies they are associated with. They see the
chance of a recession as moderate from 2024-2026

* Respondents report economic uncertainty as their largest concern
* Inthe deal space, M&A activity is expected to increase ~12% at relatively flat business valuation multiples ...

* ... however, executives responding with a “wait and see” approach to economic uncertainty are delaying their deals
in the 1H of 2024

« As M&A activity is slated to increase, potential acquisitions will require greater alighment between buyers and seller§®
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Pent up demand will lead to more deals, but an uncertain election will have
an impact. Leading companies will have a ‘bias for action’

6 A confluence of factors has hampered deals over the past 12-18 months such as higher interest rates, economic
uncertainty, flat/declining EBITDA in many sectors, misaligned expectations, and a reversion back to ‘normal’

a Concurrently, a set of factors should lead to more deals, such as the need for LP distributions, maintaining PE returns,
and generational ownership factors. There is a ticking clock for movement

The election will affect deal flow likely in the 4t quarter. Deal flow often slows in the months before an election and
70% of dealmakers believe the election will have an impact on deals, especially on certain sectors

o What can companies and PE firms affect and control?

* Buy-side: Additional deal evaluation/pursuit and greater due diligence to capture winning deals

* Sell-side: Performance (sell side preparation also matters). Elevating and accelerating EBITDA is the singular
action owners can take to increase company attractiveness and valuation

Leading companies and PE firm will have a bias for action in upcoming months, leading to a likely surge in deals afted®
the election. Do the work now to realize opportunities in 2H 2024 and 2025
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Dealmaker Survey Findings
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Creo’s survey draws from industry expertise from across the deal space

What is your industry?

service Providers |, 2 7%

Pe |  19%
Banker | 16%
e |  1.49%

Response

Corporate Executive |, 1%
Law | <
Accounting | NN 5%

0% 5% 10% 15% 20%
Frequency
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Respondents are optimistic about the future — revenue is expected to
rise “9% and perceived recession risk is lower than 40% from 2024-26

What is your expected revenue growth for 2024 vs. In your opinion, what is the likelihood there will be
20237 (self, clients, portfolio companies) a recession/slowdown over the next 3 years? (1
being the least likely and 5 being the most likely)
Over 20% growth I 14%
50%
16-20% growth I 3%
45%
11-15% growth I 14%
40%
6-10% growth I 36 % = —
= 35%
0 1-5% growth I 3% .
= o 30%
8 Flat,nochange N 5%--------------=--—=--——--—- 2
z o 25%
o4 1-5% decline ® 1% S
‘a 20%
6-10% decline mEE 4% 0
S 15%
11-15% decline ® 1% o
— 10%
16-20% decline 0% 5 Recession probability is
Over 20% decline 0% ° weighted avg. of respondents’
0% answers on a scale of 1-5
0% 10% 20% 30% 40% 2024 2025 2026
Frequency Year )

While revenue is projected to grow based on the survey, we see a wide variation in company specific

growth and many with flat to declining volumes
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Growth is the most popular theme for 2024 followed by execution/value
creation. Technology and acquisitions are also important themes

What will be the dominant business theme for your firm in 2024? [Open response]

Growth I /2%
Execution/Value creation I 0%
Technology adoption IIIIIIEEEENEGEGGEGE 10%
Add on acquisitions NG 10%
Lower cost NN 5%

Response

Deploying capital I 3%

Focus on cash flow I 3%
Talent acquisition M 2%
Communication M 2%

Focus on macro environment [ 2%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%m
Frequency :

However, executives may wait for greater visibility before committing to more transformative initiatives
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The greatest challenge respondents see is economic uncertainty (28%) —
with few electing to choose more than one option

What are your highest priority issue or challenges for 2024? [Select up to 2]

Economic uncertainty I 2 3%
Talent acquisition and retention difficulties I I 14 %
Financial management and cost pressures I 1%
Market competition I 11%
Consumer behavior shifts NN 79

Response

Digital transformation hurdles NG 6%
Customer retention NN 4%

Consumer debt and spending patterns N 3%

Responses are

concentrated at an
avg. ~1.2 per person

Political and geopolitical risks NN 3%

0% 5% 10% 15% 20% 25% 30%
Frequency 4

Interest rates and the CPI are the most tracked Early Warning Signals (55%) — EBITDA and cash flow are the most

tracked financial metrics (84%
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The deal community is expecting a ~“12% increase in M&A activity at
relatively flat business valuation multiples

How do you expect the volume of M&A to
change in 2024 vs. 2023?

Significant increase (over 25%)
Moderate increase (16-24%)
Modest increase (5-15%)

No change (+/- 4%)

Response

Modest decline (5-15% decline)

Moderate decline (16-25%
decline)
Significant decrease (over 25%
decline)

0%

Meaningfully higher (over 10% or
higher)

Slightly higher (1-10% higher)

I 13%
I 3%
I, 40%

Same, no change

(]
C
B 7% S  Down modestly (1-10% lower)
g
B 2% Lower (11-20% lower)
Significantly lower (21-30%
0,
W 2% lower)
0% Deep decline (over 30% lower)
10% 20% 30% 40% 50%
Frequency

0%

How have your expectations on business valuation
multiples changed for 2024 vs. 2023?

4%
I 33%
I 04 %
I 13%
I 13%

0%

Estimated

2% Avg. ~(2%)

10% 20% 30%

Frequency

40% 50%

However, increased volume may not be uniform — some middle market/lower-middle market sectors may have

more conservative outlooks on transaction growth. Election may have some impact on volume in Q3 - Q4

"
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A gap remains between buyers and sellers in the current environment — only
20% of dealmakers see good alignment

How would you rate the alignment between buyers and sellers in this market? [1-7, where 7 is
complete alighment]

7 (complete alignment) 0%
6 I 2%
5 I 15%
4 (moderately aligned) IRl 34 - - ~ - -~~~ - =~~~ = === == === - -

Response

3 N 3%
2 I 2%
1 (no alignment) 0%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
Frequency )

PE and Bankers have similar view on alignment between buyers and sellers (3.7 vs. 3.8, respectively)
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While PE firms and their PortCos express more overall alignment (5.1) -
PE believes there is more alignment than PortCo (avg. 5.3 vs 4.8)

How would you rate the level of alignment with your PE Firm/Portfolio Company? [1-7 where 7 is
complete alighment]

7 (complete alignment) |GGG 10
6 I 229
5 I, 2 3%
4 (moderately aligned) - [ 167 =~~~ =~ """ T T T T T T T T T T T T oo oo mos oo oo oo

Response

3 I 13%
2 I 3%

1 (no alignment) 0%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
Frequency ¥

80% of PE respondents report alignment greater than 4 vs. only 50% of PortCo executives
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Successful companies have greater alignment around strategic planning and
objectives. Success is linked to strong execution and Management

What recommendation would you have to
increase alignment? [Open Response]

- 17%
43%
21%

Improve communication

Align on objectives

: . 50%
g Strategic planning F
o
x
& Focus on culture/coaching 0-% 79%
Increase transparency % 14%
Focus on cash management 0-% 79 Alignment categories are
° based on PE/PortCo
respondents
0% 10% 20% 30% 40% 50% 60%

Frequency

M low alignment

A Creo Advisors W high alignment

Response

Over the next 12 months, what do you feel are the
most important differentiators of successful vs. less
successful portfolio companies? [Select up to 2]

Financial strength - Cash flow
Financial strength - balance sheet
Financial strength - income... Il 6%

Effective strategy I 6%

Agility, speed to decisions & action W 3%

Ability to flex business model W 3% ‘
External market conditions W 3%

0% 10% 20% 30% 40%

Frequency

50% 60%
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Survey respondents are focused on reigniting growth in their
organizations — alignment will be key to fast and effective execution

Dominant business theme
* “Managing deteriorating situations and growing the business with high-quality opportunities”

* “Near-term execution, visibility and increased mindshare”
e “Back to fundamental business principles — focus on growth [and] cost"
* “Finding good assets at reasonable valuation with stable financial performance coming out of Covid-19”

Recommendations for alignment
 “Don’t focus on too many factors or initiatives ... try not to bury the management team”

e “Align on growth plans [and] communicate with management on expectations early”
*  “Make the difficult decisions that need to be done now and don’t postpone”

* “Invest in culture and coaching”
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Creo Advisors elevates value creation for clients. We are hyper-focused
on creating, accelerating, and executing better client outcomes

Creo Advisors creates better outcomes for ambitious Management Teams, Private Equity and Boards ...

‘Boutique’ Approach

Elevated Unique
1 ‘Make it ‘Connect

C“en_t happen’ for the dots” ApproaCh

Service you

&

More MD Fresh new
Time, High = Creo Advisors thinking
Touch

.Illll
Bespoke
Results” drive change LNELERY strategies &

solutions

. ‘Ideas to Tail d
“Insights to [EE———_- dlient

client

“Best Consulting experience I've ever
had” - CEO
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20%
18%
16%
14%
12%
10%
8%
6%
4%
2%
0%

Client Performance

Industry CAGR vs. Creo Clients

15%

Outperformed
industry by +9% CAGR

6%

Industry Median Creo Client
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If you’d like to learn more...
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Rich Vitaro

* Creo Managing Director
and Founder

* 30+ years senior client
leadership roles with Alix
Partners, Booz Allen
Hamilton, Parthenon
Group and led a PE
owned food company

* Deep experience across
business strategy, Go to
Market, Supply Chain,
and Profit Improvement/
Transformation

Contact Rich Via:

rvitaro@creoadvisorsllc.com

phone (617-461-4004)
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