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CURRENT STATE OF PRIVATE CAPITAL MARKETS

Market Overview Annual Leveraged Finance Issuance (SB)

=  Despite record levels of deployment of new cash in 1250
deals through Q3 2021, the private capital markets
remain in a state of excess liquidity
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»  Credit funds, such as BDC's, continue to be an 793 5e 0%

important source of financing for middle market 750

companies and PEGs

=  Through Q3 2021, leveraged loan volume was ~$935 500
billion with ~$389 billion in high yield volume
=  We've seen a return to pre-pandemic pricing and 25
leverage levels
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=  |nQ4, mves’.cors. have 'hlstorlcally b'een able to bg 016 2017 2018 2019 2020 VTD
more selective in environments with such frenzied 2020% 2021*
activity, the sheer level of capital available for
deployment this year is going against this historical
trend

Pricing & Leverage Trends

=  Borrowers generally believe that their constraint on leverage is their own risk tolerance, not the limitations of
lenders

o

M Pro Rata Loans M Institutional Loans High Yield Bonds

Pricing levels have continued to tighten to pre-pandemic levels, coinciding with leverage levels rising as investors
look for more opportunities to put excess capital to work

Leverage remained at pre-COVID levels in Q3, continuing a progression from Q1 and the latter half of last year

Overall, total debt averaged 3.8x for the quarter, with senior debt accounting for 3.3 turns of leverage

Total Debt / EBITDA — All Industries by Deal Size Senior Debt Pricing — Splits by Period

10-25 3.2x 3.9x 3.4x 3.8x 3.6x 3.8x 3.4x 10-25 4.9% 5.4% 8.3% 5.5% 4.2% 5.1% 4.1% 4.1%
25-50 3.5x 3.9x 3.6x 3.9x 3.4x 3.8x 3.6x 25-50 5.5% 5.2% 5.3% 4.5% 5.3% 5.5% 4.3% 4.8%
50-100 3.7x 4.3x 4.1x 3.9x 3.6x 3.8x 3.8x 50-100 5.8% 6.1% 4.2% 6.6% 5.2% 5.4% 5.0% 4.1%
100-250 4.3x 4.7x 4.8x 4.4x 4.7x 4.3x 4.4x 100-250 6.4% 5.7% 4.4% 8.0% 7.0% 5.2% 5.7% 5.5%
Total 3.5x 4.1x 3.8x 3.9x 3.7x 3.9x 3.6x Total 5.4% 5.5% 5.7% 5.7% 5.2% 5.3% 5.7% 4.6%

Sources: Pitchbook; GF Data; LCD
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Equity and Debt Contribution by Year

Equity contributions to deals remain high as

| ]
buyers position companies for growth and
higher valuations create capital holes that are
filled by equity
2 39 72% *  Generally, a minimum of 50% equity (inclusive

of rollover) is baseline for most deals, with a
minimum of 30 — 35% new cash equity

44.5% 39.6% 43.6% 42.6% 44.8% )
= Support for more bespoke, structured equity
0% solutions behind the debt continues (i.e.,
2017 2018 2019 2020 2021 YTD cash-pay or PIK equity instruments)

Senior Debt M Sub Debt M Equity

Valuation Trends

TEV/ EBITDA
10.0x = While multi billion-dollar transactions grab
the headlines, deals of $500 million and
9.0x below represents 94% of deal volume over
2 Ox the past decade
o =  Transaction volumes continued to accelerate
.UX

in Q3 and are expected to reach record

6.0x levels in Q4
- | I I I I =  Valuation levels remain high across the
.UX

2013-2016 2017 2018 2019 2020 YTD 2021 quality and size of deal spectrum
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Private Capital AUM — Record Levels of Dry Powder

>12,000 Across private capital, $882.9 billion was

raised in the first three quarters of 2021,
well on pace to exceed the full-year 2020
total

n
$6,000 =  Dry powder continues to grow with
44000 approximately $3.3 trillion of capital
' committed to the private markets but not
$2,000 I I I deployed
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Sources: GF Data; LCD, an offering of S&P Global Market Intelligence.

FOUNDERS et trough wirch 3, 2021 2




FOUNDERS ADVISORS CAPITAL MARKETS UPDATE | L

FOUNDERS

Founders Advisors’ Capital Solutions Practice is committed to providing thoughtful advice and keen market insight
to business owners, their advisors and other market participants. Having executed over 525 billion in private
financing transactions across multiple capital markets and a broad range of industries, our Capital Solutions

Practice is recognized for assisting clients in developing optimal capital formation strategies, delivering creative
solutions to complex financing situations and providing exceptional execution. Whether it is capital for growth,
liquidity for shareholders or refinancing existing debt, we have the resources, market knowledge and access and
execution capabilities to drive great outcomes for our clients.

BIRMINGHAM DALLAS HOUSTON

In order to provide securities-related services discussed herein, certain principals of Founders Advisors are licensed Founders M&A Advisory, LLC, member of
FINRA & SiPC. Founders M&A Advisory is a wholly-owned subsidiary of Founders Advisors. Neither Founders M&A Advisory nor Founders Advisors provide
investment advice.
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