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The industrial sector was hit harder than many others during the
COVID-19 pandemic, but after a brutal first two quarters of 2020,
demand for M&A in this industry exploded to all time highs going
into 2021. However, in the aftermath of the pandemic, and with the
growing uncertainty of today's economy, industrial manufacturing
has slowed down in 2022. As large consumers of energy and raw
materials, the majority of manufacturers have been especially
impacted by increased energy prices and the inconsistent
commodities markets. Inflation is making it especially difficult for
investors to precisely estimate costs and margins, and many
manufacturers have even been experiencing soaring prices in other
cost figures such as labor. Dealmakers will likely adopt a more
conservative view of value, as these issues will likely challenge M&A
through the rest of 2022 and potentially into 2023.

The digitization of the industrial sector will prove to
be vital to gaining a competitive advantage in M&A.
Industrial manufacturing and automotive sectors
have been buyers of technology assets for quite
some time, but now we are seeing a significant
overlap across these sectors. For example, the
industrials sector will begin to work with
technologies that are focused on e-mobility such as
hydrogen-powered and autonomous vehicles. As
companies continue to turn to technology to
transform their businesses, we should expect to see
a strong convergence between technology and
industrial manufacturing deals.
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TOTAL TRANSACTIONS: 2020-2021

Global M&A Deal Volume: Number of Transactions Per Quarter
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The volume of M&A activity in the
industrials sector declined in the
beginning of 2022 with 1,601 deals
closed, compared to a peak of
1,922 deals in Q4 of 2021, which
marked the historic end of the year
rush to close transactions due to
the uncertainty in potential tax
policy changes in the future.
Average deal value also saw a slight
increase from the previous quarter.
The largest percentage of
transactions are strategic buyers,
as they seek to add more products,
services, and technological
advancements through
acquisitions.
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TOTAL TRANSACTION VALUE BY COMPANY:
2021-2022

Most Active Investors by Transaction Size

Values in Millions ($)

2.804 @ Ingersoll Rand Inc. 22,038
96 @ Albany International Corp. 2,774

B Mueller Industries, Inc. 3,076

a @ Linamar Corporation 2,804

@ Kadant Inc. 2,462
@ Wabash National Corporation 1,096

® EnPro Industries, Inc. 2,925

@ ESCO Technologies Inc. 2,013

Ingersoll Rand's 2022 Success

As the most active global market leader of the industrials sector, Ingersoll Rand is a brand
well known for their air compressors, power tools, lifting, and material handling systems.
Ingersoll Rand sales increased by 18% in the first quarter of 2022 over a rolling year basis.
Adjusted EBITDA for the company was reported 24% higher over the same timeframe of 12
months prior. When numbers from the first quarter of 2022 are averaged with numbers

from 2021 to represent a 12 month period, sales come in 19.5% higher, and EBITDA is up
nearly 34%. This growth is expected to diminish moving forward, with future sales
development expected to come in just below 8%, and EBITDA success to drop to 12.7%.
Ingersoll Rand's net income margins over a twelve-month time period now average out to
14.12%, a very impressive number that actually competes with average EBITDA in the
industrials sector.




Due to COVID-19 in the prior two years, many Western economies
have been crippled by supply chain breakdowns and complications.
Supply chain disruption remains an issue for many industrial
manufacturing and automotive companies, and has led them to focus
on M&A to diffuse this threat, as business leaders look to establish
powerful supply chain resilience. Due to uncertainty from suppliers in
Asia and Eastern Europe, companies are leaning more towards hasty
M&A deals rather than building from scratch in order to mitigate this
risk. The impact of the Russia-Ukraine conflict only further exhausts
the matter, pushing many countries, especially the US, to consider
reshoring supply chains, and this trend is likely to continue, at least in

the short term.

Tech-driven transactions in the industrials sector has been a
hotspot for M&A, and this will almost certainly continue in the
years to come. There is some concern, however, that the rise
of new-age technologies and the utilization of artificial
intelligence will leave a larger percentage of manufacturing
jobs expendable. Modern industrial manufacturing businesses
face a common issue: a shortage of skilled employees. The
skills required of the manufacturing labor force has evolved
from an assembler on a production line to that of a skilled
engineer capable of operating complex software and
equipment. As manufacturing labor transitions from a blue-
collar workforce to a highly skilled white-collar labor pool,
employees are now earning approximately 25% more than the
average U.S. hourly worker. Due to the costs and complexity
of emerging technological advancements, industrial
businesses have turned to M&A as a tool to expand their
capabilities. This trend of industrial manufacturing firms
utilizing M&A as a streamlined approach to acquiring new
technologies is likely to increase over the next decade as
technology continues to advance.




Valuations in the industrials industry tend to be more
predictable in terms of changes than other industries, but
within the last two years, M&A has diverged from this trend
significantly. From 2020 going into 2021, deal value went
from completely stagnant to valuation multiples that have
nearly doubled. Now, in 2022, median deal size has
decreased as businesses are plagued with market volatility,

Average Deal critical supply chain disruptions, and labor shortages.
Value 136.04 Though Q1 of 2022 saw a higher average deal value than
(Millions of $) Q1 of 2021, the average deal value has seen a decrease of
Average 1.2 over 30% in the first half of 2022 from the second half of
TEV/Revenue ' 2021. Businesses are remaining optimistic, as they hope to
Average see an increase in valuations for the remainder of 2022,
6.3 while they employ value preservation strategies to maintain
TEV/EBITDA their level of cash flows.
Public Company Trading Multiples (2018-2022)
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Building supply chain resilience remains a priority for
business leaders as many face growing uncertainty from
global economic and market influences. Soaring inflation
and volatile raw material prices and availability will
continue to challenge M&A, and will potentially cause a
shift to onshore manufacturing for the time being.

The digital technologies which allowed most large
companies to stay afloat during the pandemic will prove
to be the largest driver of growth in the future. Going
forward, dealmakers will likely zone in on incorporating
technology into the industrials sector as they navigate
current market uncertainties and plan a return to long-
term value creation.

The industrials sector is an evolving industry that
currently faces many opportunities and challenges. At
the start of 2022, although a few particular segments of
the industrial sector outperformed the rest of the
general market, most of them experienced a slowdown
in development due to increasing concerns about
inflation, soaring interest rates, and ongoing labor and
supply chain difficulties.



Senior Management Team

Jim Audette is a founding partner and President of ASA
VVentures. He has broad experience in building high
performance companies as a C-level executive and
strategist. In addition, his experience includes M&A,
debt and equity financings, and corporate
restructurings, in a wide range of industries including
technology, consumer products, promotional products,
healthcare, manufacturing, energy and industrials.

John Allen is a Managing Director, founding partner of ASA
Ventures and is a CPA. He brings over 30 years of direct
P&L and general management experience. His diverse
background includes a unique combination of operations,
financial and sales management, which has enabled him
to lead companies to dramatic increases in revenue and
profitability. He has served as President, General Manager,
and Chief Financial Officer. He has an extensive sales
background, has closed numerous transactions in the
technology sector, as well as, integrating acquisitions.

Bill Schloth is a Managing Director of ASA Ventures. Bill has
significant experience in mergers and acquisitions. He has
worked on transactions in many sectors including
healthcare, home healthcare, healthcare consulting,
renewable energy, cloud computing, data analysis and
manufacturing. These transactions have ranged in
enterprise value from $5 million to $200 million. His focus
has always been on exceeding client expectations through
detail-oriented due diligence, transparency and thorough
marketing efforts.
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ASA Ventures Group

Investment Banking for Private Companies: We Make a
Market to Sell Your Company

Trusted Advisors

Trust is one of the most important assets your business has—the trust of your
customers, your stakeholders and your partners. As the financial advisor to leading middle
market companies worldwide, we know exactly how valuable that trust can be when it
comes to navigating strategic and financial alternatives both at home and abroad. We've
been providing clients with straightforward, insightful and candid advice for over 25 years.
As a leading, mid-market, investment bank, we draw on our deep industry expertise,
comprehensive financial advisory and capital markets capabilities, and extensive
transaction experience to generate the highest exit value for our clients.

Why Us?

For 25 years our team has been dedicated to providing merger and acquisition
representation for business owners who wish to sell their companies.

ASA clients are typically companies with EBITDA up to $25 million and enterprise values
of $3 million to $250 million. ASA is focused on clients in the healthcare, technology,
manufacturing, distribution, industrial and service sectors. Our emphasis is on industry
leaders, niche markets, efficient operations and recurring revenue.
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