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Disclaimer

The information contained herein is for informational purposes only and Crewe Capital, LLC (“Crewe” or
‘we”) is not soliciting any action based upon it. This material should not be read as advice or
recommendations. It has not been prepared taking into account any person’s particular objectives or
needs. Any person should consider whether the information is appropriate to their needs or seek
advice before making a decision based on this information. The material is based upon information that
we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied
upon as such. Opinions expressed are our current opinions as of the date appearing in this material only.

Investment banking services, including M&A advisory for transactions involving stock or debt and private
capital raising, are offered through Crewe Capital, LLC, an SEC registered broker, member FINRA and
SIPC. You may find information on the background of Crewe Capital, LLC and its financial professionals
on FINRA's BrokerCheck website: http://brokercheck.finra.org/.

Crewe does not provide tax, legal, or accounting advice. This presentation has been prepared for
informational purposes only, is not intended to provide, and should not be relied on for tax, legal, or
accounting advice. You should consult your own tax, legal, and accounting advisors before engaging in
any transaction.
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Market Overview

M&A activity continues at a record-setting pace as 2021 has already amounted to over $3 trillion in deal
value and is projected to be one of the biggest years in history for number of deals likely to close. Rapid
economic recovery has been a significant growth driver within the market. Real GDP grew by 6.3% in
Q1 and 6.7% in Q2, realizing a YoY increase of 4.9% in Q3. Private equity continues to bolster M&A
activity as firms sit on $829 billion in dry powder, generating a large imbalance of uncommitted capital.
These investors are looking to rebalance their portfolios in the back half of 2021 and early 2022, taking
advantage of a climate condition undeterred by possibilities of inflation and interest rate hikes.

In terms of economic-specific tailwinds, the Biden administration proposed an increase in the corporate
income tax rate from 21.0% to 28.0%. Included in this proposal was a jump in the capital gains tax
rate from 20.0% to 39.6% on those making $1 million or more annually. Although a bill has not yet
passed, this proposal motivated sellers to close deals before the end of the year to avoid the tax hike.
Corporate divestiture activity is anticipated to increase through the end of 2021 under the newly
suggested tax system, adding to the supply of available targets. Coming off previous quarters of record
fundraising and a looming government tax increase, a near-perfect market condition is bolstering M&A
activity.

Additionally, the current near-zero interest rate environment has made debt financing a much more
attractive option. Low-cost debt incentivizes buyers to take on additional leverage, providing groups with
more capital and more flexibility in their acquisition strategies. Institutional loan issuance totaled $160
billion for Q3 2021, more than double that of the $70 billion issued in Q3 2020. Over the next five years,
businesses are expected to increase their borrowing levels as sector revenue increases at an
estimated 2.5%, annualized. In particular, revenue growth during the period is attributable to the steady
interest rate normalization, a result of efficient economic activity and improved market conditions.

Regarding U.S. IPO activity, both SPACs and traditional IPOs have cooled off after a record Q1 in
2021. It is anticipated that activity in this space will return to more standard levels, especially SPAC
listings, which are more than double historical averages so far this year.

Furthermore, the economic reopening took off in Q3 this year, 58.2% of Americans are fully vaccinated,
and 67.5% have at least one shot. On August 23, 2021, the FDA fully approved the Pfizer COVID-19
vaccine, creating a positive outlook on unemployment rates reaching near pre-pandemic levels. The
challenges of COVID-19 postponing transactions are no longer worrisome as markets reciprocate to
positive economic forecasts.

With the current market conditions, interest rate environment, and potential tax proposals, we expect
M&A momentum to accelerate through Q4, with some deals trickling into Q1 of 2022. The amount of
dry powder in the market points to the willingness and ability of investors to deploy capital.
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Sources: Capital IQ, Capstone Strategic: State of the Middle Market, EY, FRED Economic Data, Middle
Market Growth, PitchBook, Pregin, Fitch Ratings



M&A Activity

Global M&A Activity

31,525

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021*
EDeal Value (SB) =Deal Count

Global M&A activity carried on at a record-setting pace with over 27,000 deals and $3.4 trillion in
combined deal value expected to complete through Q3 2021. Of the reported deal value, $1.5 trillion took
place in Q3. About 70% of all transactions took place in the middle market (companies with revenues of
$100M-$3B). Key drivers of this increased activity are expected to persist with large amounts of dry
powder, low interest rates, strong cash positions on corporate balance sheets, and high stock valuations.
Economic worries attributed to COVID-19 have subsided, causing executives to feel more confident
about pursuing acquisitions. The financial, consumer (non-cyclical), and technology industries have led
the way with M&A activity growing 51.0%, 56.1%, and 87.5%, respectively.
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IPO Activity

IPO markets continued their robust run in Q3 2021. Following strong Q1 and exceptional Q2
performances, U.S. companies are determined to take advantage of unique market conditions and high
liguidity, creating a favorable fundraising environment. Sky-high valuations have incentivized private
companies to consider the option of going public, while institutional investors sit on record levels of
capital, seeking opportunities to invest. Year-to-date U.S. IPO deal flow is up 117% YoY, while
proceeds are up 110% YoY. Global Q3 M&A activity is up 38% YoY. Favorable liquidity and
government stimulus continued to support a red-hot IPO market. As of September 30, 353 IPOs were
completed within the U.S., totaling over $165 billion. With one quarter left, 2021 U.S. IPO proceeds
have surpassed 2020 totals by over 100%.
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In contrast with the booming IPO market, it seems that recent SPAC activity has significantly cooled off
since its record quarter at the beginning of 2021. Institutional capital began to flood into the SPAC
market in late 2020, reaching its peak in Q1 2021. During Q1 2021, 317 SPAC deals went live, with a
median size of $250 million. Moving forward, however, Q2 activity fell off, with only 106 deals
completed, with a median value of $111 million. Explanations for this recent trend may include poor de-
SPAC public market performance and incoming regulatory changes. Additionally, recent data shows an
excess of SPAC sponsors trying to partner with a limited number of targets.

Recent SPAC Activity: U.S. Markets
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Fundraising

Venture Capital fundraising has been at all-time highs since 2019. For the first half of 2021, there have
been $61 billion in venture funds raised, which is just $11 billion less than funds raised in all of 2020
and $12 billion more than 2019. If fundraising growth continues at this rate, expected total capital will be
$110 billion. In addition, the amount of $1B+ funds has increased, equating to 47% of U.S. VC
fundraising activity. These funds have deployed faster and subsequently returned quicker to investors.

U.S. Venture Fundraising by Year
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As of September 30, PE groups have raised a
combined $238 billion across 295 new funds.
While many factors contribute to the $238 billion,
the most pressing drivers of increased fundraising
include low interest rates, looming corporate tax
hikes, increased desire for exposure to alternative
investments, and a widening gap between
multiples of public and private markets.
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Valuation Differentials Between Traditional and
Nontraditional Investors by Year
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Global dry powder volume currently sits at a
record $2.29 trillion. The largest 25 private equity
groups account for nearly 22.3% ($509.9B) of
total dry powder globally. The United States
continues to dominate, with the 15 largest
worldwide groups being American-based firms.
50% of global dry powder is currently in North
America.
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Multiples Overview
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For middle-market companies trading in
the public markets, median multiples
have decreased slightly from their highs
in  March 2021. Higher EBITDA
multiples in the latter part of 2020 and
early months of 2021 were likely a result
of companies still recovering from the
COVID-19 pandemic. Multiples should
continue to retract to slightly lower
levels as earnings continue to improve.
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SaaS Overview

While M&A activity in the SaaS vertical was low at the start of 2020, there was a rapid surge of M&A
activity by the end of the year following the anticipated changes on capital gains tax with the Biden
administration. M&A recovery in late-2020 projected a highly bullish 2021, and the trend for median
multiples for public and private SaaS companies continues on an upward trend. There are mild
concerns regarding inflation, but SaaS is still projected to continue solid growth for the remainder of the
year. There is a notable difference, however, between public and private revenue multiples for SaaS
companies, as private companies typically trade at a 28% discount to their public peers, which has held
relatively constant since early-2008. As of September 2021, public SaaS companies are valued at a
median of 16.4x ARR, whereas private SaaS companies have valuations at 11.8x ARR, representing a
9.5% increase since Q3 2020.
SaaS Capital Index Valuation Multiples
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The largest contributor to SaaS multiples for public and private companies is ARR scalability. For public
and private SaaS companies, multiples increase with higher ARR growth, resulting in potentially inflated
valuations for small, fast-growing SaaS companies. However, top-quartile performance means different
things for different sized SaaS companies, as quartile ranges are not expected to remain large as
companies grow, and growth rate variance compresses. Smaller companies with ARR between $1-10M
see a 1.5x wider quartile range than companies with $10-25M in ARR and a 3x wider range than SaaS
companies generating over $100M ARR.
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