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A snapshot of the North American M&A landscape
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Highlights for Q3

i
Middle market transaction volumes off 30% in US (//,(
and flat in Canada vs. pre-pandemic levels 4

:‘;I&’
Skew of activity to the mid-sized $50-500MM

o9
segment of the market where financing and credit
availability remain healthy

1l
Industrials segment showing strength and resilience
in tough economic environment

g
Industrials cross-border transactions picking up
moderately for 3rd consecutive quarter
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The Middle Market: An Overview

Aggregate Canadian and US M&A activity declined quarter over quarter and relative to pre-pandemic Q3 levels,
as economic uncertainty, spurred on by rising interest rates, inflation and tumultuous global events, took hold.
Despite these economic headwinds, Canadian Middle Market' activity held up, increasing from Q2/22 and
remaining in line with pre-pandemic volume. In the US, however, Middle Market activity declined from Q2/22 and
from pre-pandemic levels.

US M&A Activity — Quarterly Deal Volume (2017-2022)
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Canadian M&A Activity — Quarterly Deal Volume (2017-2022)
(in C$ millions)
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While it is possible that the Canadian Middle Market is simply lagging its US counterpart (with rougher terrain
ahead), we remain cautiously optimistic about Middle Market deal activity for both Canada and the US through the
balance of the year for the following reasons:

Global dry powder of US$1.2 trillion?, while down from its 2020 heights, remains abundant and available
to support PE activity

While financial and strategic buyers are proceeding with a heightened degree of caution, we continue to
see strong interest in quality assets and a willingness to engage in related deal processes

1

We define the Canadian Middle Market to include transactions of $50-500 million. In all cases, we are referring to Canadian currency.

2 Source: Pitchbook.
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Commercial credit markets are still open, and we understand that bankers continue to compete on

financings for quality, Middle Market deals

As syndicated credit markets tighten, securing leverage for larger deals has become more challenging.
Anecdotally, we hear that as a result, larger funds are “coming down" to the Middle Market, driving

further activity and competition for quality assets

The Middle Market by Segment

US Deal Value by Deal Size (Q3 2021)
(in C$ millions)
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Canadian Deal Value by Deal Size (Q3 2021)
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US Deal Value by Deal Size (Q3 2022)
(in C$ millions)
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Canadian Deal Value by Deal Size (Q3 2022)
(in C$ millions)
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Relatively easier access to leverage for Middle Market deals may account, at least in part, for the better

performance of that segment of the market:

The proportion of Middle Market deal activity increased over Q3 2021 in the US and Canada, as

illustrated in the charts above

In the US, Middle Market deal volume declined by 10% over Q2 2022, significantly less than the 17% drop

in $500+ million activity

In Canada, Middle Market deal volume increased by more than 19% over Q2 2022, while activity in the

$500+ million category declined almost 22%
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https://files.pitchbook.com/website/files/pdf/Q2_2022_Global_Private_Markets_Fundraising_Report.pdf
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Activity by Sector Spotlight on Industrials

While many other sectors have pulled back from pre-pandemic activity levels, the Industrials sector has been North American Industrials M&A activity has remained relatively stable over the past two years

notable for its resilience. Although there was a significant decline in Q2/20 due to the pandemic, deal activity has since recovered
to pre-pandemic levels, with 2022 expected to finish on par with pre-pandemic years

North American M&A Activity (Sector Breakdown) 2017-2022 . . _ . .
Q3 Volume Comparison 2017-2022 CAGR Sector Multiples have experienced slight fluctuations quarter over quarter due to the changing
macroenvironments and increasing inflation / interest rates
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Industrials M&A Trends

The Industrials sector continues to show significant resiliency in the M&A market amid ongoing economic

uncertainty.

Resurgence of Strategics

v Strategics with strong balance sheets and -

identifiable synergies are outbidding their
PE counterparts as interest rates rise and
availability of debt decreases

Labour Shortage, Automation &
Robotics

v" Post-Covid demand surge coupled with
ongoing onshoring trend is
compounding current labor shortages

v Companies are looking to address
labor issues through increased use of
robotics and automation

Increased # of Opportunities \
& Deal Sizes

v' Distinct from other sectors, deal flow
andtransaction sizes appear to be getting
larger within the sector as more funds flow
towards the “old economy” and away from
high growth/ high risk sectors
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Strong Demand and Backlogs

v" The industrials sector is providing stability
in the face of potential economic
uncertainty

v' Certain sectors are seeing resilient demand
and growing backlogs

" Growing Working Capital /
Raw Material Pricing

X Supply chain disruptions from the
pandemic, compounded by the Russian
invasion of Ukraine have increased
input costs

X Increasing cost of capital / debt have
further exacerbated working capital
pressures

e
.~ Increasing Use of Earnouts in Deals

4 Increasing number of deals are being
structured with earnouts as a method to
bridge valuation gaps and distribute risk
between buyers and sellers

Fall 2022

And from Origin’s advisory practice...

We advised on six closed or announced transactions in Q3/22:

Transaction Sector

Back In Motion Healthcare (Healthcare services)

Yy
Fuyr

Geography

Buyer: I *I

Seller: I o I

Buyer: I*I

Coinsquare Fintech (Cryptocurrency)
Seller: I*I
Buyer: &
Pacoma Industrials (Hydraulics & flow control) —
Seller: -
Buyer: %
Damon Industrials (Hydraulics & flow control) %_
Seller: =EE=
Buyer: ==
Block Steel Industrials (Stainless & aluminized steel processing) E—
Seller: =
Buyer: ()
eCycle Industrials (Environmental & sustainability)
Seller: I*I
© sackinvoTion . * o * BLOCK *
A portfolio company of CO1nsqua re Hydraulic Technology I hm'l an® z ?:B%% CyCIe
Has entered into a definitive Has been acquired by G AMSON
Ironbridge agreement to acquire all of m Rl Formed Products Company HORIZON ‘
Has been acquired by the issued and outstanding Has been acauired b 1909001:2008 Certified CAFITAL HOLDINGS
% YORKVILLE shares of Simply Digital Precision Hydraulic q Y Have been acquired by .
Gp LVRRVILLE Technologies Cvlind Has been acquired by
On behalf of s Yorkville a subsidiary of yliinders
Healthcare Fund, Yorkville a subsidiary of HELIO S@
Private Equity LR, and 97 ) % TecHmoLooies 4 (X JX Nippon Mining & Metals Corporation
Yorkville Private Lending LP Wé’p . ATLASRBSTEEL

Visit our website for our full transaction history.

Weeks into the fourth quarter, our pipeline is full with sell-side, buy-side and capital raising mandates in sectors
including Industrials, Business Services, Healthcare, Technology, Food & Ag, Education and Cannabis.

If you'd like to learn more about Origin and our investment banking practice, please contact Karen Fisman, Director

of Business Development.

Watch for our next M&A Review covering Q4 and full year 2022 activity, coming this winter.

*  Securities transactions conducted through StillPoint Capital, LLC, Tampa, FL
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https://originmerchant.com/transactions/
mailto:karen.fisman%40originmerchant.com?subject=
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MARIO DI PIETRO
TECHNOLOGY
mario.dipietro@originmerchant.com

MARK ERNST
CAPITAL RAISING
mark.ernst@originmerchant.com

DAVID KIDECKEL
HEALTHCARE & LIFE SCIENCES
david.kideckel@originmerchant.com

ANDREW MUIRHEAD
FOOD & AGRICULTURE
andrew.muirhead@originmerchant.com

CHARLES PENNOCK
DIVERSIFIED
charles.pennock@originmerchant.com

GLENN SHYBA
REAL ESTATE
glenn.shyba@originmerchant.com

BILL DOEPKE*
INDUSTRIALS
bill.doepke@originmerchant.com

PETER FARRELL
BUSINESS SERVICES, DIVERSIFIED
peterfarrell@originmerchant.com

JIM MELOCHE
DIVERSIFIED
jim.meloche@originmerchant.com

NICK NEWLIN*
INDUSTRIALS
nick.newlin@originmerchant.com

ROB PENTELIUK
REAL ESTATE
rob.penteliuk@originmerchant.com

CATHY STEINER
HEALTHCARE
cathy.steiner@originmerchant.com

BRUCE DURKEE
INDUSTRIALS
bruce.durkee@originmercnant.com

ROBERT FEDROCK
ENVIRONMENTAL, DIVERSIFIED
robert.fedrock@originmerchant.com

ALAIN MIQUELON
FINANCIAL SERVICES, DIVERSIFIED
alainmiquelon@originmerchant.com

JIM OSLER
DIVERSIFIED
jim.osler@originmerchant.com

LAWRENCE RHEE
TECHNOLOGY
lawrence.rhee@originmerchant.com

LINDSAY ADAM WEISS

ENVIRONMENTAL, DIVERSIFIED
lindsay.weiss@originmerchant.com

DARREN WILLIAMS
INDUSTRIALS
darrenwilliams@originmerchant.com

BOB WUJTOWICZ*
INDUSTRIALS
bob.wujtowicz@originmerchant.com

KAREN FISMAN
DIRECTOR, BUSINESS DEVELOPMENT
karen.fisman@originmerchant.com

MATTHEW FYNNEY
ANALYST
matthew.fynney@originmerchant.com

*  Certain members of Origin Merchant Partners are registered representatives of and conduct securities transactions through StillPoint Capital, LLC, Tampa,
FL. StillPoint Capital and Origin Merchant Partners are not affiliated.
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