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Executive summary
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Over the past 18 months, merger and acquisition (M&A)
activity has accelerated meaningfully in the U.S. That trend
is poised to continue, if not accelerate, in many industries,
among public and private firms and for both corporations
and private equity firms, large and small, according to the
survey findings included in the first annual Deloitte M&A
trends report. Of the 2,500 corporate and private equity
respondents, 84 percent of corporate executives anticipate
a sustained, if not accelerated, pace of M&A activity in

the next 24 months. Similarly, the vast majority of private
equity executives (89 percent) are expecting average to
high deal activity going forward.

Several important factors have converged to create

an ideal environment for corporate combinations.
Companies are flush with cash — 59 percent of survey
respondents said their cash piles have grown over the
past two years. Meanwhile, U.S. stocks have continued

to rise, providing companies with currency to initiate
transactions. Furthermore, interest rates remain low,
enabling companies to borrow to finance deals ahead

of expected rate increases next year. And the economy,
though stabilized, is expected to grow at an annual rate
of only 2.5 percent to three percent through the end of
2016, according to many forecasts. In sum, companies and
private equity firms appear to be turning to M&A to spur
growth that exceeds the restrained economic growth rate.

Additional findings in the inaugural M&A survey:

Twenty-one percent of companies anticipate major
transformational deals while about one in three will
pursue smaller strategic transactions, taking advantage
of favorable opportunities. Roughly one in four will react
to an opportunity and initiate a deal.

Private equity firms expect portfolio exits to increase.
Almost two-thirds of private equity respondents forecast
a pickup in exits — with 36 percent looking at initial
public offerings (IPO).

Divestiture appears to be less of a focus for companies,
with only 31 percent indicating they are likely to sell a
business unit.

Fifty-nine percent of corporate respondents say their
ME&A investments will involve an acquisition in a foreign
market. Almost three-quarters of private equity firms are
expecting to acquire a target in another country.

« Companies anticipate deal activity to increase most
heavily within the technology sector, followed by health
care providers and plans, energy (both alternative energy
and oil and gas), and banking and securities.

Sixty-eight percent of private equity executives expect
their firms to become more industry-focused in the
coming year.



Our survey also focused on the factors that can help
contribute to deal success and those that may cause a deal
to fall short of its maximum potential. Almost nine out

of 10 corporate respondents indicated that transactions
completed in the past two years have not generated their
expected value or return on investment.

Corporate executives cite strategy and planning as
elements critical to ensuring that there are no execution
gaps that could impede a transaction’s success. Private
equity firms focus on the economic backdrop — macro,
market, and sector forces — as well as the quality and
timeliness of data, and the capability of the management
teams they are adding to their portfolio.

In Deloitte’s inaugural M&A trends report, we highlight
corporate and private equity executives' views on the
outlook for deals, transaction motivations and mechanics,
and the drivers for deal success. We are excited to share
these results and hope you find them insightful and useful
in achieving your M&A objectives.

Tome Wl Moo

Tom McGee
Deputy Chief Executive Officer
Deloitte LLP

About the survey

From March 17 to April 21, 2014, a Deloitte survey conducted by
OnResearch, a market research firm, polled 2,182 executives at U.S.
companies and 318 executives at private equity firms to gauge their
expectations, experiences, and plans for mergers and acquisitions in
the coming one to two years.

On the corporate side, respondents were limited to senior executives
at companies with at least $10 million in annual revenue. The
responses were about even between publicly traded and private
companies. Respondents included companies in 49 states and
Washington, D.C.

More than 21 percent of the corporate respondents were owners,
board members, or C-suite executives; the remainder included vice-
presidents, department or business line heads, or managers.

Industries were diverse: the five with the largest representation were
banking and securities, professional services, technology, consumer
products, and retail and distribution.

The size of the respondents’ companies represented a broad range,
with about one-third having annual revenue less than $250 million,
another third in the $250 million to $1 billion range, and a final third
with annual revenue in excess of $1 billion.

Of the more than 2,100 corporate respondents, about eight in 10
typically close at least one merger or acquisition a year. Fifty-four
percent of the companies said they close between one and five
deals a year. About nine percent typically complete more than 11
deals annually. Sixty-one percent of all deals were less than $500
million in size.

On the private equity side, close to 42 percent of the firms controlled
funds of less than $500 million; about the same percentage of
respondents represented funds that ranged between $500 million
and $3 billion. More than 15 percent of respondents were from firms
with funds in excess of $3 billion.

About one-third of the private equity firms held fewer than 10
companies in their portfolio; about half held stakes in between 10
and 40 companies. About 17 percent of the private equity firms had
portfolios that contained more than 40 companies.

The full survey results are included in the appendix; some
percentages in the charts throughout this report may not add to 100
percent due to rounding, or for questions where survey participants
had the option to choose multiple responses.
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M&A outlook

U.S. M&A activity began to rebound in 2013, reflecting

a pent-up demand for deals from both companies and
private equity firms alike. M&A activity had flagged in
2012 amid economic malaise in certain European markets
and key emerging markets, as well as uncertainty about
health care and other regulatory and legislative matters in
the United States.

Corporate and economic activity steadily was gaining
momentum, however, and by 2013, investor confidence
was growing and driving U.S. equity markets to record
highs.! Many companies were realizing the fruits of their
prior cost-cutting initiatives and amassing cash on their
balance sheets,? while they looked for the next avenues
to growth. Meanwhile, the Federal Reserve maintained an
accommodative monetary policy, overriding concerns that
it would allow interest rates to rise.

With these positive conditions in place, M&A activity
began to pick up. The aggregate value of domestic
takeovers in 2013 gained 11 percent to $1.04 trillion,
while deal volume remained relatively steady, dipping
marginally by 0.5 percent to 8,710 deals. This was despite
a drop in global M&A activity, as the value of transactions
worldwide declined by six percent and the number of
announced deals dropped by seven percent, the slowest
period since 2005.2

Tom McGee — Deputy Chief Executive Officer, Deloitte LLP
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Then U.S. M&A activity surged in the first quarter of 2014.
Over a seven-day period in mid-February, U.S. companies
announced transactions worth about $120 billion — a one-
week total that represented almost 11.5 percent of total
domestic M&A activity for all of 2013.

Meanwhile, the total value of announced deals worldwide
grew 52 percent in the first three months of 2014
compared to the same period a year earlier, net of
competing bids — marking the best annual start for global
transaction activity since 2011.4

Our survey findings indicate that 84 percent of corporate
executives anticipate a sustained, if not accelerated, pace
of M&A activity in the next 24 months. Forty percent of
the total corporate respondents forecast an increase in
deal flow. Similarly, the vast majority of private equity
executives (89 percent) are expecting average to high deal
activity going forward.

“Across the board we're seeing expectations for increased
deal activity,” said Tom McGee, Deputy Chief Executive
Officer, Deloitte LLP. “Companies and private equity firms
alike are telling us they expect that to continue because
of their strong balance sheets and ability to finance deals,
combined with their desire to grow.”

" “Wall Street closes 2013 at records; best year in 16 for S&P, 18 for Dow,” by Kate Gibson, CNBC.com, Dec. 31, 2013.
2 "What's a Company to Do With All That Cash,” by Johanna Bennett, Barron’s, Dec. 17, 2013.

3 Thomson Reuters, Mergers and Acquisition Review, 2013.
“Thomson Reuters, Mergers and Acquisition Review, First Quarter 2014.



ME&A sectors poised for growth

Corporate respondents shared their expectations about which sectors would be particularly active from an M&A perspective over the next 12
to 18 months. Technology was the leading sector cited for activity, with 28 percent selecting it as the industry most likely to have transactions.
Health care providers and plans ranked second, followed by energy (alternative energy and oil and gas), and banking and securities. Sixty-eight
percent of private equity respondents expect their firms to become more industry-focused in the coming year.

Q Technology 28.1%
go Health Care Providers & Plans 20.4%

é Alternative Energy 16.0%

e Energy — Oil & Gas 15.9%

-

‘ Financial Services — Banking & Securities 15.7%

Alternative Energy

Manufacturing — Aerospace & Defense

Professional Services

I 16.0% B 20% Bl 104%
Construction Manufacturing — Automotive Public Sector/Government
B 66% B 36% I 1.7%

Financial Services — Private Equity Manufacturing — Consumer Products Real Estate

M 7.4% B 11.4% B 79%

Financial Services — Asset Management Manufacturing — Process & Industrial Products Resources & Mining

B ss8% B 78% B 27%

Financial Services — Banking & Securities Manufacturing — Other Retail & Distribution
B 15.7% B 65% Bl 101%

Financial Services — Insurance Media & Entertainment Technology

I 7.0% N 104% . 28.1%
Financial Services — Other Not for Profit Telecommunications

B 47% | 1.3% B 10.0%

Health Care Providers & Plans Energy — Oil & Gas Travel, Hospitality & Leisure
S 20.4% B 15.9% B 29%

Life Sciences Energy — Power & Utilities Other

B 9.7% Bl 8.9% B 31%
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When asked about their M&A strategy for the next 12 to
18 months, 21 percent of corporate respondents indicated
that they'd be seeking major transformational deals. Thirty-
two percent of corporate respondents said their strategy
will involve seeking smaller strategic deals, while 26
percent expect to react to opportunities that arise.

"My observation is that there are a growing number

of executives who are considering whether or not to

take advantage of the confluence of positive financial
conditions and really change their business, jumpstart
growth, and transform themselves to a leader in the
market,” said Steve Joiner, partner, Deloitte & Touche LLP.
“I've continued to see that number grow over time and it's
pretty exciting.”

The profile of companies poised to make the largest
splashes in terms of transformational transactions tilted
heavily toward larger companies. Corporate responses
show that companies with more than one billion in annual
revenue are almost twice as likely to make a major M&A

Steve Joiner — Partner, Deloitte & Touche LLP
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deal as companies with revenues between $10 and $50
million. Similarly, public companies were more inclined to
make large transformational deals by a more than two-to-
one margin over those closely-held or controlled by family
members.

By sector, respondents from telecommunications and
technology companies were among those leaning more
toward bigger transactions than their peers. Oil and
gas companies said they are more likely to seek smaller
strategic deals.

On the private equity side, deal size is set to increase,
according to a large majority — 79 percent — of
respondents. Another proof point indicating that larger
deals are looming is that more than half (58 percent)
expect the coming year to bring more club deals, which
enable private equity firms to limit exposure on large deals.
“There simply haven't been that many big private equity
driven deals lately. Given the anticipation the respondents
are showing for more club deals, it looks like that might
change,” said Barry Curtis, partner, Deloitte & Touche LLP.



According to survey respondents, the most important
reason companies would entertain M&A is to expand and/
or diversify their customer base. Aimost three-fourths of
corporate respondents ranked the objective of garnering
new customers in their existing geography as a critical
motivation of transactions.

More than half — about 60 percent — of corporate
respondents said that their M&A investments will involve
acquiring a target in a foreign market. Results from the

Q3 2013 Deloitte CFO Signals™ survey help support this
sentiment. When asked why they would pursue M&A,
CFOs indicated that a driving reason was the perception of
good growth opportunities abroad.”

Companies identified several developing markets as key
targets. Almost one in three respondents said that M&A
is an entry point into China. Brazil, Mexico, and India
also ranked high among targeted developing countries
for companies to gain footholds through mergers and
acquisitions. Many companies also expressed interest in
expanding into developed countries with mature, stable
economies to diversify their customer base with Canada,
the U.K., Germany, and Japan cited as countries in which
they are likely to pursue targets.

Private equity firms also are pursuing overseas
opportunities. Almost three-quarters of survey respondents
(73 percent) expect to acquire a target abroad. Among
private equity respondents, the top five overseas markets
in which they are likely to pursue transactions are the U.K.,
China, Canada, Brazil, and Japan.

Please rate the following objectives in terms of their importance with respect to your company’s M&A strategy.

Pursue cost synergies or scale efficiencies

Expand customer base in existing geographic markets

Enter new geographic markets
30.1%

Product/service diversification

34.5%

Obtain bargain-priced assets
25.8%

Talent acquisition

28.3%

Technology acquisition
29.7%

Other
22.0%

M Extremely important Somewhat important Neutral

® CFO Signals™: 2013 Q3 Results, Deloitte LLP, September 17, 2013.

34.8% 21.2% 71%  53%

31.1% 16.6% 5.9%3.8%

21.2% 11.3% 6.5%
24.6% 11.6% 6.4%
30.4% 17.8% 10.2%

27.9% 16.3% 6.8%
25.3% 14.3% 7.9%
19.0% 3.0% 33.0%

B Somewhat unimportant B Not at all important

A comprehensive look at the M&A market
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Expectations are high for stepped-up divestment of portfolio
companies, as about two-thirds of the private equity
respondents anticipate accelerating the pace of exits within
the next 12 months. Many private equity firms invested in
companies before the economy stumbled in 2008. With

an improving U.S. economy, the conditions appear to be
positive for portfolio exits.

Almost two-thirds of private equity respondents expect a
strategic sale will be the primary form of portfolio exits.
Slightly more than one-third said they plan to turn to an
initial public offering for their exit — tapping into the
heated IPO market in the United States, which through
late April 2014 was off to its fastest start in 14 years,
according to Dealogic.®

About seven in 10 corporate respondents stated they likely
would not seek to divest any businesses over the next 12
months; however, when divestiture is a consideration, 36
percent of corporate respondents cited shedding non-core
assets as a main motivation. Twenty-seven percent would
consider divestiture as a method for adapting to a change
in the marketplace.

In recent years, large corporations embraced more active
portfolio management of their business units and in turn,
fueled a higher number of divestitures. While companies
likely will continue to prune their businesses over time,
many have streamlined their core products or business
operations. As a result, many businesses now are looking
to grow through acquisition, rather than focus on selling
off operations they deem non-essential.

To finance transactions, more than half of the corporate
respondents said they would use cash. About one in five
companies said they would take advantage of currently
low interest rates and issue debt.

It's not surprising that most companies said they would
finance deals with cash. Eighty-four percent of corporate
respondents said that cash reserves on their balance sheets
have stayed the same or increased over the past two years.
Overall, the pile of corporate cash on the balance sheets
of nonfinancial companies swelled to $1.83 trillion at the
end of 2013, up about eight percent in a year, and up
about almost 14 percent since 2011, according to Federal
Reserve data.’

Overall, about 44 percent of corporate respondents said
that they would use cash to invest organically. Another
30 percent said they would use it to seek mergers and
acquisitions. Less than 20 percent said they plan to return
that cash to shareholders in the form of buybacks or one-
time dividends.

6 "Stocks’ Skid Dents Hot IPO Market,” by Telis Demos, The Wall Street Journal, April 10, 2014.

7 Federal reserve Bank, Federal Reserve Statistical Release, March 6, 2014.



PEIs: what is your expectation regarding the level
of portfolio company investment exits in the
market over the next 12 months?

\ |

B Significantly increase: 20.5%
Somewhat increase: 43.9%
Neutral: 28.1%

B Somewhat decrease: 6.1%

B Significantly decrease: 1.4%

Corporates: what is the primary intended use of
your company'’s excess cash reserves? Please select
only one.

Invest organically
44.1%

Seek mergers and acquisitions
30.1%

Buy back stock

Bl 1.0%

One-time dividend
B 7.9%
Other

I 24%

Not applicable; we do not have excess cash reserves
B 45%

Corporates: do you expect your company to pursue
divestitures over the next 12 months?

B Yes: 30.8%
No: 69.2%

A comprehensive look at the M&A market
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Deal dynamics
Looking at transactions

Despite the acceleration of activity and inclination of
companies to continue to combine with others, mergers
and acquisitions don't always work. Almost nine in 10
corporate survey respondents believe that at least some
portion of their transactions did not generate the return
on investment that they had anticipated. This survey
focused on this issue — seeking to identify the top areas
of concerns for corporate and private equity executives
when pursuing an M&A transaction, the factors that they
believe predicate success, and the importance of valuation
and due diligence.

Company executives cited the failure to integrate
effectively as the most critical area of concern when
pursuing a transaction, with 55 percent of respondents
flagging it as one of the top two areas of concern. These
results are in line with a recent Deloitte study, Bridging the
Gap, which looked at the perception of risk associated
with M&A at various stages of the transaction process.
When CFOs and corporate directors were asked about
their greatest cause for concern in achieving M&A success,
37 percent of respondents cited failure to effectively
integrate.®

“In our experience a vast majority of corporate transactions
succeed or fail because of execution gaps at various

stages of the deal,” said William Tarry, principal, Deloitte
Consulting LLP. “Once a company determines that it will
pursue a merger or acquisition, the processes it puts in
place to integrate the companies are what helps it attain
the intended return.”

Private equity respondents cited several critical areas

of concern when pursuing a transaction, including

not valuing the target accurately (55 percent) and
failure to integrate (54 percent). Upon acquiring a new
company, private equity respondents highlighted their
most heightened concerns as quality and timeliness of
data of the target (40 percent) and the capability of the
management team (34 percent).

8 "Bridging the Gap: Are CFOs and Boards Aligned,” Deloitte LLP, August 6, 2013.

The inability to integrate effectively ranked not only

as the most critical area of concern when pursuing a
transaction, but also, logically, as the top concern for
companies striving to achieve success in an M&A deal.
Some 27 percent of corporate respondents cited effective
integration as the top-ranked concern and 61 percent as
the first or second most important concern.

The survey drilled down further on this critical issue

of integration to identify which factors are the most
important in achieving successful integration. Customer
retention and expansion dominated the corporate
responses — as 40 percent cited it as the top factor,
almost double the next two responses, achieving cultural
fit and capturing synergy.

The survey also revealed which factors were most
challenging to companies in terms of achieving successful
integration. Achieving cultural fit ranked as the most
challenging hurdle to clear, with 30 percent of respondents
citing it as the top challenge.

Private equity respondents said that economic conditions
are the most critical factor to ensure deal success,
emphasizing the need for planning and forecasting. That
also may contribute to the overwhelming survey response
among private equity firms (68 percent) who said their
firms were trying to become more industry-focused.
“Industry focus enables firms to build in-depth knowledge
of and relationships within sectors and even sub-sectors,”
Curtis said. “We clearly see this trend toward industry
specialization continuing.”



Corporates: which of the following factors is the most
important in terms of achieving a successful integration for
your company?

Customer retention and expansion
39.9%

Achieving cultural fit

B 222%

Synergy capture

. 213%

Workforce transition

B 153%

Other
| 13%

Corporates: which of the following factors is the most
challenging in terms of achieving a successful integration for
your company?

Customer retention and expansion
24.2%

Achieving cultural fit
30.1%

Synergy capture
18.0%

Workforce transition
26.2%

Other
| 15%

Framework for successful integration

Nine in 10 company respondents said that previous M&A deals fell

at least partially short of delivering intended value. The top reason:
the failure to effectively integrate. While integration can impact the
success of a deal, it also can be a driving force in creating value — if
effectively addressed. Companies should consider taking a methodical
approach to help increase the likelihood that a deal will drive

value. William Tarry, principal, Deloitte Consulting LLP, shared some
fundamental themes that can help ease the integration process:

Strategic framework: The first step involves beginning with an
end in mind and creating a strategic framework to guide the entire
transaction. This involves establishing integration expectations

and confirming goals, developing a roadmap or blueprint to mark
progress, and establishing the “end-state” vision.

Integration governance structure: Controlling the integration
of a target company involves developing the governance structure
to determine who can make and move those decisions quickly
through an organization. This involves establishing a cadence

for the integration and appropriately prioritizing features of the
combination.

Synergy capture: It is important that merging companies expand
and accelerate initiatives and milestones to capture synergies
quickly. With detailed planning and by assigning responsibility and
accountability, companies can move swiftly to develop revenue
enhancement and cost savings targets.

Workforce stabilization: An additional step is to finalize
organizational design, tapping leaders and creating an appropriate
transition timeline. This includes defining a strategy for integration
of functions that can minimize the disruption a workforce transition
can trigger.

Day 1 readiness: Planning and prioritizing for an issue-free Day

1 is another theme. Combining companies can provide focus and
momentum for the launch of a new business by identifying and
installing critical systems and processes that should be in place from
the start.

Communications: A final consideration is communications,
ensuring that the changes and combined culture of the firm are
articulated and disseminated throughout the organization to
customers and other stakeholders. Companies should develop and
deliver proactive internal and external communications and work
to align leaders so that messages are delivered in a consistent and
effective manner.

A comprehensive look at the M&A market
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Company and private equity respondents cited a range of
other issues that could help ensure deal success — beyond
strategy and planning and economic forces.

On the topic of valuation, company respondents indicated
that the two most important concerns when accurately
valuing a target were overstated revenue forecasts and
understated expenses. About one-third of corporate
respondents said that overstated revenue forecast was the
most critical concern in accurately valuing a company, and
about 28 percent cited understated expenses.

Private equity respondents ranked understated expenses as
the top concern in accurately valuing a target (31 percent).
Understated capital needs followed closely at 30 percent,
with overstated revenue forecast at 29 percent.

More than half of respondents for both private equity
firms (51 percent) and corporations (55 percent) said
that insufficient due diligence could be a source of risk
when pursuing a deal. With respect to their due diligence
process, company executives cited a range of important
considerations, including identifying hidden costs,

Brian Bird — Director, Deloitte & Touche LLP
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9 "Low Treasury Yields Frustrate Bond Bears,” Financial Times, April 25, 2014.

contingencies, and commitments, as well as incorrect
projections of cash flow and earnings potential, among
the top concerns. Private equity firms concurred with those
concerns and also said that they focused on evaluating the
integrity and quality of management and establishing the
reliability of historical financial records.

Private equity firms cited a range of other factors that

can help make a deal successful, including responsible
growth — reflecting the increased role of environmental
and social governance issues in corporations. More

than two-thirds of private equity respondents identified
responsible growth as important. Similarly, more than
two-thirds of private equity respondents rated privacy and
security concerns as a high concern; this is not surprising
given that identity theft and privacy issues are a prevalent
concern of consumers.

Finally, almost three-quarters of private equity respondents
said that they believe an increase in interest rates could
impact their firms’ potential deals. Interest rates remain at
low levels — the 10-year U.S. Treasury note was yielding
2.68 percent at the end of April, down from three percent
at the start of January,® despite widespread expectations
that rates would rise.



Corporates: does your company deploy
technology-driven data analytics in M&A?

Yes, a core component of our M&A analysis

I 211%

Yes, in select areas of our M&A analysis
36.7%

No, but considering it/evaluating how to implement it
I 19.8%

No

I 224%

PEIs: does your firm deploy technology-
driven data analytics in M&A?

Yes, a core component of our M&A analysis
34.4%

Yes, in select areas of our M&A analysis
36.5%

No, but considering it

. 17.7%
No
Bl 13%

The role of analytics in M&A transactions

More than half (58 percent) of corporate respondents use data
analytics either in select areas or as a core component of their

ME&A analysis. The larger the company, the more likely a user of the
technology-driven process; more than 70 percent of companies with
revenue in excess of one billion said they use analytics either partially
or as a mainstay of their transaction analysis.

Companies cited complexity as the chief reason why more than
four in 10 don’'t deploy analytic technology. Almost one-third of
respondents cited either confidentiality reasons or the unwillingness
of the seller to provide information as impediments to the use of
data analytics. Other reasons included the time and cost required to
undergo analysis.

On the company side, almost one-fourth of respondents — 22 percent
— said they are not using data analytics at all, which presents a large
opportunity for many companies, says Brian Bird, director, Deloitte &
Touche LLP. “Data analytics might appear challenging — complex, time
consuming and costly — to companies who haven't used it before,”

Bird said. “But there is and will be a growing opportunity for companies
to leverage data, to gain broader insight into their own company and
ME&A targets, in this rapidly changing area.”

Private equity respondents are heavy users of analytics — with more
than one-third saying it's a core component of their M&A analysis and
another 37 percent saying that they use analytics selectively. Private
equity firms also rely on data analytics within their existing portfolio
companies. Almost 70 percent of private equity respondents said

that they use technology-driven analytics as either a core or partial
component of their analysis of the companies in their portfolio.

About two-thirds of corporate respondents that deploy analytics said
they use the tools mainly to analyze customers and markets. “The
customer data is easiest to get in a short period of time and certainly
helps one understand end markets and pricing,” Bird said. “However,
you can generate larger insights by using analytics across the entire
supply chain to identify synergies and cost savings opportunities prior
to closing.”

A comprehensive look at the M&A market
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Conclusion

Mergers and acquisitions continue to be a core strategic option for companies
looking to grow. With forecasters as of early May predicting 2014 U.S.
economic growth of 2.6 percent, and similar or higher projections for the
following two years'® — along with flush corporate balance sheets and strong
consumer confidence — companies have ample incentive to look to M&A as

their next growth driver.

“It's an ideal environment for mergers and acquisitions,” McGee said.
“We've seen some very robust deal-flow recently, and barring a significant new

geopolitical event, the stage is set for continued strong transaction activity.”

'0 Federal Reserve Bank of Philadelphia, Feb. 2014.
http://www.phil frb.org/research-and-data/real-time-center/survey-of-professional-forecasters/2014/survq114.cfm
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The respondents to Deloitte’s first annual M&A trends report reflected these
positive conditions. Also reflected were the drivers of deal success. Having

a focused M&A strategy; ensuring that acquisition targets fit within your
strategic framework; utilizing the best financial due diligence techniques; and
focusing on executing a well-planned integration are all factors cited by survey

respondents as important to maximizing transaction value.

“It can be a challenge to achieve all transaction objectives,” McGee said, “but
companies that have a clear vision and strategy, and leverage best practices and

proven experience, can avoid potential transaction pitfalls and help make their

next deal their best one.”

A comprehensive look at the M&A market 15



Appendix: full survey results

Note: some percentages in the charts throughout this report may not add to 100% due to rounding,
or for questions where survey participants had the option to choose multiple responses.
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Corporate responses

Which of the following best describes your current
occupation?

B Owner of a business: 6.6%
Working full-time for a company: 93.4%

Is your company public or privately-held?

B Public company: 50.8%
Privately-held: 49.2%

Which of the following best describes your title or
role in your company?

Owner
B 32%

Operating Partner
I 1.7%

Board member
| 0.4%

CEO/President
B 26%

Co0
| 18%

CFO
B 46%

CTO/CIO
B 32%

Other C-level executive
I 25%

Senior Managing Director

B 59%

Managing Director

Bl 92.0%

Head of business unit or department

B 7.0%

Senior Vice President

B 638%

Vice President

N 16.6%

In-house counsel/general counsel
| 0.6%

Principal
| 1.0%

Controller
B 38%

Senior Director

B 6.0%

Senior Associate
| 14%

Associate
I 1.9%

Director

N 18.0%

In which function do you work?

Corporate development
B 44%

Finance
B 11.9%
HR

B 68%
Marketing
B s52%
M&A

| 0.8%

Sales

B 17.2%

Strategy

B 59%

Operations
29.7%

Other

. 181%

A comprehensive look at the M&A market
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Which of the following describes your company?

Family-owned

I 391%

Closely held (non-family)

I 326%

Private equity owned (e.g., portfolio company)

I 20.2%

VC-backed
B 29%

Other

B 52%

On average, how many M&A transactions does
your company actively pursue in a typical year
(i.e., have selected a target and are beginning
active negotiations with a goal to enter the
diligence phase)?

0
B 21.4%
1t05

I 50.6%

61to 10

B 15.1%

11 or more

Bl 129%

What is the typical size of a deal your company
completes in a typical year?

Less than $1 million
B 66%

$1 million to less than $100 million
44.8%

$100 million to less than $250 million

B 17%

$250 million to less than $500 million

Bl 13.0%

$500 million to less than $1 billion

B 10.0%

$1 billion to less than $5 billion

B 6.2%

$5 billion or more
I 23%
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What is the annual revenue of your company?

$10 million to less than $50 million

Bl 13.7%

$50 million to less than $250 million

N 183%

$250 million to less than $500 million

N 16.3%

$500 million to less than $1 billion
17.9%

$1 billion to less than $5 billion

B 15.4%

$5 billion or more

N 183%

On average, how many M&A transactions does your

company close in a typical year?

0
I 25.4%
1t05

I 54.0%

61to 10

Bl 11.2%

11 or more

B 94%

What is the total annual dollar value (aggregate
enterprise value) of all the deals your company
completes in a typical year?

Less than $100 million
32.0%

$100 million to less than $500 million
29.4%

$500 million to less than $1 billion

I 19.0%

$1 billion to less than $10 billion

B 148%

$10 billion or more
B 28%

What is your company’s primary industry?

Construction
B 31%

Energy
B 33%

Financial Services

. 19.9%

Health Care and Life Sciences

B 65%

Manufacturing
23.0%

Media & Entertainment
I 22%

Professional Services
B 87%

Real Estate
I 22%

Resources & Mining
| 0.3%

Retail & Distribution

B 73%

Technology

B 85%

Telecommunications
B 27%

Travel, Hospitality & Leisure
B 32%

Other

Bl 92%



Do you expect the average number of deals that
your company actively pursues to increase or

decrease over the next two years?

\_

B Increase: 40.2%
Little or no change: 44.0%
Decrease: 5.8%

B Not expecting significant M&A over
next few years: 10.0%

Regardless of your current divestiture plans, please
rank in order of importance the top 3 reasons for
divesting a business as they apply to your company.
Please type a 1, 2 or 3 next to each of your top

reasons (1 = top; 2 = second; 3 = third).

Non-core assets
35.8%
16.9%

. 181%

Market change (counter competitor tactics)

I 26.6%

32.7%

. 2s%

Financing needs (reducing debt/raising capital)

I 23.4%

23.3%

I 18.0%

Received unsolicited offer by interested party

B 61%

12.0%

. 20.9%

Lack of internal talent to grow the business
B 6.0%
14.4%

. 19.5%

B Top
Second
W Third

Do you expect the average deal size that your
company actively pursues to increase or decrease over the next 12 months?
over the next two years?

\

B Increase: 27.0% B Yes: 30.8%
Little or no change: 56.7% No: 69.2%
Decrease: 4.8%

B Not expecting significant M&A over
next few years: 11.5%

What is your company’s M&A strategy for the next 12-18 months?

Seeking smaller strategic deals now to take advantage of favorable opportunities

I 32.2%

Reactively responding to any opportunities that arise

I 25.7%

Seeking major transformational deals now to take advantage of favorable opportunities

N 205%

Deferring major deals in anticipation of better opportunities and/or valuations in the future

B 55%

Not applicable — we do not have an M&A strategy

B 15.6%

Other
| 0.5%

What percentage of your company’s M&A deals
involve acquiring targets operating principally in
foreign markets?

0%

I 413%
1-20%

I 255%
21-40%

I 14.4%

41-60%

B 11.0%

51-80%

B 54%

81-100%
I 24%

A comprehensive look at the M&A market
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Please rate the following objectives in terms of their importance with respect to your company’s M&A strategy.

Pursue cost synergies or scale efficiencies

Expand customer base in existing geographic markets
Enter new geographic markets
Product/service diversification

Obtain bargain-priced assets

25.8% 30.4% 17.8% 10.2%

Talent acquisition

o 208% 28.3% 27.9% 16.3% 6.8%
Technology acquisition
Other

W Extremely important
Somewhat important
Neutral

B Somewhat unimportant

W Not at all important
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Which foreign markets are you most likely to pursue? Please select all that apply.

Percent Percent
China 32.5% Ireland 5.1%
Canada 25.9% Israel 4.8%
UK 25.4% Costa Rica 4.5%
Brazil 23.0% Colombia 4.4%
Mexico 19.6% Saudi Arabia 4.4%
Germany 19.4% Indonesia 4.3%
india 18.3% Sweden 4.2%
0
Japan 17.1% Denmark 4.1%
P 4.09
France 13.6% er 0%
Turkey 3.6%
Italy 10.3%
; Poland 3.5%
Singapore 10.0%
North Africa 3.4%
South Korea 9.0%
Norway 3.1%
Argentina 8.1%
Vietnam 3.1%
Spain 8.1%
Panama 2.8%
Thailand 7.3%
Finland 2.7%
Taiwan 6.6%
Hungary 2.2%
Netherlands 6.2%
Sub-Saharan 229
Chile 6.1% (excluding South Africa) e
Malaysia 6.1% Czech Republic 2.0%
South Africa 6.1% Bahrain 1.7%
Russia 6.0% Qatar 1.5%
United Arab Emirates 5.6% Uruguay 1.3%

Over the next two years, do you expect your
company’s growth to be primarily driven through
acquisition or organic growth?

B Growth through M&A transactions: 33.2%
Organic growth: 66.8%

How do you typically identify M&A opportunities?
Please select all that apply.

Internal business development/M&A team

I 39.6%

Speaking with other company CEOs and executives
33.2%

Working with other advisors
29.0%

Industry-related conferences and events
28.6%

Investment banks
20.3%
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Please rank in order of importance the top 3 factors
for ensuring deal success for your company. Please

What do you see as the top three industries for M&A activity in the next 12-18 months?
Please choose up to three.

Alternative Energy

N 16.0%

Construction

B 66%

Financial Services — Private Equity

B 74%

Financial Services — Asset Management
B ss8%

Financial Services — Banking & Securities
. 157%

Financial Services — Insurance

B 7.0%

Financial Services — Other

B 27%

Health Care Providers & Plans
. 20.4%

Life Sciences

Bl 9.7%

Manufacturing — Aerospace & Defense
B 40%

Manufacturing — Automotive

B 36%

Manufacturing — Consumer Products
B 11.4%

Manufacturing — Process & Industrial Products
B 78%

Manufacturing — Other

B 65%

For transactions your company has completed
within the past two years, what percentage has
not generated their expected value or return on
investment?

0%

Bl 122%

1-25%
N 30.6%
26-50%
I 28.5%
51-75%

. 17.7%

76-100%

B 10.9%
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Media & Entertainment
B 10.4%

Not for Profit

| 1.3%

Energy — Oil & Gas
. 15.9%

Energy — Power & Utilities
B 8.9%

Professional Services

B 104%

Public Sector/Government
I 1.7%

Real Estate

B 7.9%

Resources & Mining

B 27%

Retail & Distribution
Bl 101%
Technology
I 28.1%
Telecommunications
B 10.0%

Travel, Hospitality & Leisure
B 49%

Other

B 31%

For those transactions that have not generated
expected value for your company, what was the

main reason?

Execution gaps/failure to capture synergies

27.9%

Economic forces
26.8%

Market or sector forces
26.3%

Inadequate/faulty due diligence

13.4%
Other

B 55%

type a 1, 2 or 3 next to each of your top factors (1
= top; 2 = second; 3 = third).

Strategy and planning

I 31.5%

26.6%

I 17.3%

Economic conditions

I 27.3%

13.9%

I 17.4%

Valuation and pricing

I 21.8%

25.0%

I 24.4%

Due diligence

B 126%

22.8%

s 17.7%

Integration
B 6.2%
11.5%

P 22.9%

Other

| 0.5%
0.1%

| 0.3%

| Top
Second
W Third



For each of the following stages of an M&A transaction’s lifecycle, please indicate how likely that stage is to be an area of concern for your company when

pursuing M&A deals.

Improper target identification
23.6%

Not valuing the target accurately

Insufficient due diligence process
Failure to effectively integrate

W Extremely important
Somewhat important
Neutral

B Somewhat unimportant

B Not at all important

28.3%

29.0%

29.4%

23.5%

12.9%

16.4%

5.9%

18.8% 9.4%

10.8%

5.1%

Please rate the following concerns with respect to their importance in achieving a successful M&A transaction for your company.

Changing regulatory and legislative environment

26.0%

Economic uncertainty

36.7%
Improper target identification

32.2%

Not valuing the target accurately

36.7%

Insufficient due diligence process

33.4%

Failure to effectively integrate

34.2%

Other

36.1%

B Extremely important
Somewhat important
Neutral

B Somewhat unimportant

B Not at all important

26.1%

32.0%

18.0%

29.4%

29.4%

27.5%

26.6%

8.2%

14.3%

7.3%

7.8%

15.4%

10.3%

13.5%

2.8%

4.4%

3.6%

4.4%

8.8% 3.4%

19.7%

A comprehensive look at the M&A market

23



Please rate the following concerns in terms of their importance in accurately valuing a target.

Overstated revenue forecast

Understated expenses 2.5%
Understated capital needs 2.0%

. . ) 2.4%
Overstated exit multiple or terminal value
o 150% 32.7% 36.8% 12.0%
Understated discount rate 3.5%
CoNM3% 26.6% 40.2% 16.6%

0,

Other 5.3%
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Somewhat important
Neutral
B Somewhat unimportant
W Not at all important

Please rate the following concerns in terms of their importance with respect to your company’s due diligence process.

Integrity / quality of target management

Reliability of historical financial records

Identification and quantification of available synergies

41.3%

Hidden costs, contingencies and commitments (including liabilities and other legal issues)

Market conditions and projected cash flows and earnings

Other

22.0%

B Extremely important
Somewhat important
Neutral

B Somewhat unimportant

W Not at all important

24 ME&A trends report 2014

21.9% 4%
1.9%

I

24.4% 5.0%
2.1%

27.9% 5.4%
1.7%

22.2%

A
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24.3% .8%

-
.
X

29.0% 16.0%



Does your company deploy technology-driven data
analytics in M&A?

Yes, a core component of our M&A analysis

I 211%

Yes, in select areas of our M&A analysis

I 36.7%

No, but considering it/evaluating how to implement it
19.8%

No
I 224%

Over the next 12-18 months, what do you expect
may be the primary funding source for your

company’s M&A investments? Please select only one.

Available cash

I 58.4%

Debt issuance

. 18.0%

Proceeds from new equity issuance

B 14.7%

Stock swap (stock for stock merger)

M 67%

Other
I 21%

How has your company applied data analytics?

Please select all that apply.

Analysis of customers and markets

I ea.6%

Analysis of workforce and compensation

I 45.7%

Synergy identification and sizing

41.6%
Analysis of contracts and legal agreements
40.7%
Vendor analysis
38.6%
Analysis of intellectual property
38.2%
Analysis of plant, machinery and real estate
33.1%
Other
| 0.4%

If your company plans to issue debt, how strongly
correlated are those plans with a favorable interest

rate environment?

S\

B Extremely correlated: 26.9%
Somewhat correlated: 43.1%
Neutral: 18.5%

B Somewhat uncorrelated: 5.0%

B Not at all correlated: 6.4%

What do you think is the greatest impediment to
the use of data analytics in M&A? Please select only
one.

Complexity

I 29.9%

Unwillingness of seller to provide information

I 19.8%

Time required for analysis
19.6%

Cost

B 12.0%

Confidentiality

Bl 101%

Not common practice

B 7.0%

Other
| 15%

Compared to two years ago, how have the cash
reserves on your company'’s balance sheet changed?

B Increased: 59.4%
Remained the same: 25.2%
B Decreased: 15.4%
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What is the primary intended use of your
company'’s excess cash reserves? Please select only
one.

Invest organically

I s

Seek mergers and acquisitions
30.1%

Buy back stock

B 11.0%

One-time dividend
B 79%
Other

I 24%

Not applicable; we do not have excess cash reserves
B 45%

In what state is your company headquartered?
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Which of the following factors is the most Which of the following factors is the most
important in terms of achieving a successful challenging in terms of achieving a successful

integration for your company?

Customer retention and expansion

I 39.9%

Achieving cultural fit
22.2%

Synergy capture
21.3%

Workforce transition

B 153%

Other
| 13%

integration for your company?

Customer retention and expansion

I 22.2%

Achieving cultural fit
30.1%

Synergy capture
18.0%

Workforce transition
26.2%

Other
| 15%

NH

w

MA
73

o=

56

Outside the United States
49




PEI responses

Which of the following best describes your current
occupation?

B Owner of a business: 19.5%
Working full-time for a company: 80.5%

Which of the following describes your company?

Private equity investor

Closely held (non-family)
| 1.6%

Family-owned
| 0.9%

Private equity owned (e.g., portfolio company)
| 0.3%

Other
| 03%

Which of the following best describes your title or
role in your company?

Owner

Bl 101%

Operating Partner
B 38%

Board member
| 0.6%
CEO/President
Bl 129%
CO0

I 22%

CFO

B 66%
CTO/CIO

B 85%

Other C-level executive
B 28%

Senior Managing Director

B 63%

Managing Director

Bl 9.4%

Head of business unit or department
B 31%

Senior Vice President
I 22%

Vice President

B 85%

In-house counsel/general counsel
| 0.9%

Principal
| 0.3%

Controller
I 25%

Senior Director
B 47%

Senior Associate
| 0.9%

Associate
| 13%

Director

Bl 123%

In which function do you work?

Corporate development

Bl 11.9%

Finance

B 10.7%
HR

M 75%

Marketing
I 25%

M&A
I 25%

Sales

BN 16.4%

Strategy

B 6.9%

Operations
30.2%

Other

Bl 13%
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In what industries does your firm primarily focus its investments? Please rank your top three industries.

Please type a 1, 2 or 3 next to each of your top industries (1 = top; 2 = second; 3 = third).

Manufacturing

I 211%

15.0%

Bl 10.7%

Financial Services

B 152%

16.0%

148 %

Energy

Bl 10.7%

8.2%

M 72%

Health Care and Life Sciences

B 104%

6.0%

M 57%

Technology

B 85%

7.9%

B 53%

Professional Services

B s2%

10.1%

ol 9.4%

Retail & Distribution

B 6.9%
3.1%
B 35%
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Travel, Hospitality & Leisure
B 35%
2.8%

M 57%

Telecommunications

I 25%
5.7%
B 35%
Real Estate
I 19%
2.8%
B 21%

Media & Entertainment
| 13%

0.9%
| 13%

Resources & Mining
0.0%
1.3%

| 0.9%

Other

B 63%
0.0%

| 19%

B Top
Second
B Third

Please rank in order of importance the top three
concerns of your firm upon the acquisition of a new
company. Please type a 1, 2 or 3 next to each of
your top concerns (1 = top; 2 = second; 3 = third).

Quality and timeliness of data
39.0%
28.3%

I 223%

Capability of management team/need to upgrade

N 33.6%

32.7%

P 242%

Speed of decision making

. 17.0%

28.9%

P 22.1%

Other

| 0.9%
0.6%

[ 19%

Don’t know/not sure
B 2.4%

0.0%

0.0%

| Top
Second
W Third



What is the size of your current fund?

Less than $250 million

I 211%

$250 million to less than $500 million

N 208%

$500 million to less than $1 billion

B 22.2%

$1 billion to less than $3 billion
20.1%

$3 billion to less than $5 billion

B 106%

$5 billion or more

B 53%

Do you have more or less companies in your firm's
portfolio today than you had five years ago?

. _

B More: 58.0%
Same: 29.4%
B Lless: 12.6%

What is your firm’s overall level of involvement
with the management of your portfolio companies?

\

W Very active: 39.4%
Somewhat active: 38.4%
Neutral: 15.2%

B Somewhat passive: 4.8%

B Very passive: 2.1%

What are your firm’s expectations for deal activity
over the next 12 months?

Very low
B 34%

Low

B 7.9%

Average
I 37.0%
High

I 37.0%

Very high

B 14.7%

What is the intended blended holding period for
your firm’s portfolio?

1 to 2 years

I 21.0%

3 to 4 years

I a7.9%

5 years or greater

I 311%

What is your expectation regarding the level of
portfolio company investment exits in the market
over the next 12 months?

\ |

W Significantly increase: 20.5%
Somewhat increase: 43.9%
Neutral: 28.1%

B Somewhat decrease: 6.1%

B Significantly decrease: 1.4%

How many companies are in your firm’s current
portfolio?

0
| 14%

1t09

I 33.0%
10to 19

I 21.9%

20 to 39

I 26.7%
40 to 59

I 10.8%

60 or more

B 63%

What do you see as the average enterprise value
for your firm’s acquisitions in the coming year?

Less than $100 million

I 2s.8%

$100 million to less than $500 million

I 23.3%
$500 million to less than $1 billion

N 233%

$1 billion to less than $10 billion
24.0%

$10 billion or more
B 35%

What do you expect to be the primary form of
portfolio exits in the market over the next 12
months?

B [PO:36.1%
Strategic sale: 63.9%

A comprehensive look at the M&A market
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During the next two years, do you expect the

average number of deals your firm actively pursues

to increase or decrease?

B Increase: 53.3%
Little or no change: 34.5%
Decrease: 5.0%

B N/A: not expecting significant M&A
over next few years: 7.3%

What is your general view of the debt markets for
LBOs in the coming year?

\ |

B Verystrong: 2.2%
Strong: 19.2%
Neutral: 52.2%

B Tight: 22.3%

B Very tight: 4.1%

Do you see your firm becoming more industry-
focused over the coming year?

B Yes: 68.1%
No: 31.9%
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Does your firm plan to increase the number
of operating partners to enhance portfolio
performance?

B Yes: 48.9%
No: 51.1%

In general, what do you see as the leverage
multiples for debt?

Less than 5 times

I 222%

5 times

I 28.4%

6 times

. 28%

7 times

B 152%

8 times or more

B 54%

What percentage of your firm’s deals involve
acquiring companies domiciled in foreign markets?

0%
I 27.1%
1-20%

I 223%
21-40%

. 18.9%
41-60%

. 203%
61-80%

B 89%

81-100%
I 24%

How many add-on acquisitions do you expect
across your firm'’s portfolio over the next 12
months?

0
Bl 98%
1to5

I 45.8%
6to 10

I 302%

1110 30

B 10.2%

More than 30
B 20%

In general, how do you see leverage multiples
changing over the coming year?

B Much stronger: 4.5%
Stronger: 38.6%
No change: 40.4%

B Weaker: 14.6%

B Much weaker: 1.9%

For the last deal your firm's fund undertook that
did not generate the expected value, what was the
main factor for this gap?

Economic forces
31.7%

Market or sector forces
27.7%

Execution gaps
24.1%

Inadequate/faulty due diligence
15.5%

Other
| 1.1%



Which foreign markets are you most likely to pursue? Please select all that apply.

UK 33.5% Denmark 4.7%
China 30.7% Norway 4.7%
Canada 29.7% Russia 4.2%
Brazil 24.1% Thailand 4.2%
Japan 17.9% Finland 3.8%
Mexico 17.5% Panama 33%
India 16.0% Costa Rica 2.8%
Germany 15.6% Indonesia 2.8%
France 13.7% Peru 2.8%
Italy 10.4% Saudi Arabia 2.8%
South Korea 10.4% Czech Republic 2.4%
Singapore 8.5% Sweden 2.4%
Spain 8.0% Uruguay 2.4%
1 0
United Arab Emirates 8.0% North Africa 1.9%
0,
Argentina 7.5% Turkey 1.9%
Taiwan 7 5% Bahrain 1.4%
. 0
Chile 6.6% Hungary 1.4%
atar 1.4%
South Africa 6.6% a >
; Vietnam 1.4%
Colombia 6.1%
Netherlands 0.9%
Ireland 6.1%
Poland 0.9%
Israel 5.2%
) Sub-Saharan 0.5%
Malaysia 52% (excluding South Africa) on
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Please rank in order of importance the top three
factors for ensuring deal success for your company.
Please type a 1, 2 or 3 next to each of your top
factors (1 = top; 2 = second; 3 = third).

Economic conditions

I 37.4%
T 220%
i 15.1%

Strategy and planning
I 28.0%
T 264%
e 22.6%

Valuation and pricing
B 179%
o 28.0%
P 283%

Due diligence
B 126%
[ 148%
e 223%

Integration

B 31%
[ 85%
el 13%

Other

| 0.9%
| 03%
| 03%

| Top
1 Second
M Third
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For each of the following stages of an M&A transaction’s lifecycle, please indicate how likely that stage is

to be a source of risk for your firm when pursuing M&A deals.

Improper target identification

27.6%

Not valuing the target accurately

34.8%

Insufficient due diligence process
28.9%

Failure to effectively integrate
31.5%

Other
47.8%
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Somewhat likely
Neutral
B Somewhat unlikely
W Extremely unlikely

28.3%

17.6% 9.7%

28.3%

26.5%

28.0%

17.4%

11.9% 5.1%

16.2% 6.2%

14.2% 4.2%

4.3% 8.7%

Please rate the following concerns with respect to their importance in achieving a successful M&A transaction for your firm.

Changing regulatory and legislative environment
32.1%

Economic uncertainty

36.7%

Improper target identification

32.4%

Not valuing the target accurately
39.7%

Insufficient due diligence process
42.1%

Failure to effectively integrate

33.8%

Other

-
o
R

27.3%

B Extremely important
Somewhat important
Neutral

B Somewhat unimportant

B Not at all important

25.0%

22.2%

29.7%

28.8%

27.4%

30.3%

18.2%

11.5%

3.7%

8.4%
1.3%

8.9%
3.1%

5.8%
1.4%

6.8%
2.7%

7.6%
2.4%
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Please rate the following concerns in terms of their importance in accurately valuing a target for your firm.

Overstated revenue forecast

Understated expenses

Understated capital needs

Overstated exit multiple or terminal value

Understated discount rate
Other

Extremely important
Somewhat important
Neutral

Somewhat unimportant
Not at all important

40.9%

35.9%

37.8%

22.8%

24.5%

22.0%

29.2%

32.2%

5.4%
2.3%

7.7%
1.3%

8.8%
1.0%

7.9%
1.4%

72%
3.8%

50.0%

Please rate the following concerns in terms of their importance with respect to your firm’s due diligence process.

Integrity / quality of target management

Reliability of historical financial records

Identification and quantification of available synergies

Hidden costs, contingencies and commitments

Market conditions and projected cash flows and earnings

Other

38.8%

35.5%

43.5%

40.3%

40.8%

22.4%

24.0%

23.5%

20.7%

21.1%

M Extremely important
Somewhat important
Neutral

B Somewhat unimportant

B Not at all important

40.0%



Does your firm deploy technology-driven data
analytics in M&A?

Yes, a core component of our M&A analysis

. 34.4%

Yes, in select areas of our M&A analysis

I 36.5%

No, but considering it
17.7%

No
Bl 13%

How high of a priority for your firm are privacy
and security concerns when considering acquisition
targets?

\ |

B Very high: 28.5%
High: 38.0%
Neutral: 26.8%

B Llow: 6.1%

B Very low: 0.7%

Do you expect your firm to make more growth/

minority investments over the next 12 months?

B Yes: 60.8%
No: 39.2%

Does your firm deploy technology-driven data
analytics in its portfolio companies?

Yes, a core component of analysis

I 2s6%

Yes, in select areas of analysis

I 39.0%

No, but considering it
23.3%

No
B 921%

How high of a priority are privacy and security
issues within your firm’s portfolio companies?

\ |

B Very high: 27.0%
High: 37.2%
Neutral: 29.4%

B Llow: 5.1%

B Very low: 1.4%

Do you expect the enterprise size of your firm’s

deals to increase or decrease over the coming year?

B Increase: 79.0%
Decrease: 21.0%

How important are issues of “responsible growth”
to your firm over the near-term?

\

B Very important: 41.0%
Somewhat important: 27.2%
Neutral: 25.9%

B Not very important: 5.2%

B Not at all important: 0.7%

In general, do you expect to see more or fewer club

deals in the coming year?

B Increase: 58.2%
Decrease: 41.8%

If interest rates increase over the coming year, will
that have an impact on your firm’s potential deals?

B Yes: 73.5%
No: 26.5%
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Do you see anti-trust issues being a greater
or lesser concern going forward in your firm's
investments?

B Greater: 62.3%
[ Lesser: 37.7%

In what state is your company headquartered?

36 ME&A trends report 2014

How much would anti-trust issues hinder or
preclude your firm from any potential deal activity?

o

B Greatly hinder: 11.1%
[0 Hinder: 34.1%

1 Neutral: 39.7%

B No effect: 15.0%

Outside the United States
3
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