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Quarterly M&A update for the third quarter of 2024.

Colonnade Advisors relies heavily on the research of Pitchbook, and we
recommend going to this link to download the latest Global M&A Report.

In our commentary on the 39-page Pitchbook report, Colonnade provides
additional insights based on our expertise and focus on the middle market and
specific industries.

OUR QUARTERLY UPDATE COVERS:

o Quarterly M&A Activity (North America)

e Quarterly Financial Services M&A (North America)

e Deal Multiples (U.S.)

e Sponsor vs. Corporate M&A (Global)
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https://pitchbook.com/news/reports/q3-2024-global-ma-report

o QUARTERLY M&A ACTIVITY (NORTH AMERICA)

North American M&A activity has seen a year-to-date increase of 32.3% in deal
value and 9.2% in deal count compared to the first three quarters of 2023. The
November reduction in the federal funds rate, to a range of 4.50%-4.75%, is
expected to further boost aggregate deal value and volume.

In Q3/2024, using estimates, 4,651 deals were closed totaling $508 billion in
transaction value. For the first three quarters of 2024, aggregate deal value
reached $1.6 trillion, compared to $1.7 trillion for the entirety of 2023.

Quarter-over-quarter, estimated aggregate transaction value increased by 3.4%
and deal count declined by 10 basis points, respectively. However, the first three
quarters of 2024 have outpaced the same period in 2023, indicating recovery in
the M&A market.
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Inflation reduced to 2.6% in Q3/2024, reflecting steady progress toward the
Federal Reserve's 2.0% target. In response, the Federal Reserve has implemented
consecutive interest rate cuts, including a 25 basis point reduction in November
following September’s 50 basis point cut. Alongside these adjustments, the
Federal Reserve reduced its fixed income balance sheet to $7 trillion, lowering
excess liquidity in the financial system. Amid slowing payroll growth and rising
unemployment, the Federal Reserve is expected to continue lowering interest
rates to support the economy.!

“The recent performance of our economy has been
remarkably good, by far the best of any major economy in
the world. Economic output grew by more than 3 percent
last year and is expanding at a stout 2.5 percent rate so far
this year. Growth in consumer spending has remained
strong, supported by increases in disposable income and
solid household balance sheets. Business investment in
equipment and intangibles has accelerated over the past
year.”

-Jerome Powell, Chairman
Federal Reserve (Nov. 2024)

The following chart depicts the latest inflation trends:
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1US Bank as of Nov.8, 2024
2FRED as of Sep30, 2024 Page 3 of 8
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o QUARTERLY FINANCIAL SERVICES M&A
(NORTH AMERICA)

The financial services industry has experienced significant growth in 2024, with
deal value surpassing full year 2023 in the first three quarters of 2024. While
transaction value decreased from $60.7 billion in Q2/2024 to $40.9 billion in Q3, it
still marked a 22.3% increase compared to Q3/2023. Year-to-date, financial
services M&A activity is up 52.1% compared to the same period in 2023,
highlighting robust sector performance despite quarterly market fluctuations.

Industry consolidation, driven largely by the insurance and registered investment
advisor (RIA) sectors, continues to drive deal volumes. The insurance industry
accounted for 198 transactions in Q3/2024 marking the first increase in deal
volume in the last six quarters!. Similarly, the RIA sector is experiencing rapid
consolidation, with 191 deals closed in the first three quarters of 2024 surpassing
185 deals in all of 2023, following a trajectory similar to the insurance services
industry over the past five years2 Meanwhile, the specialty finance market holds

a positive outlook, as declining interest rates will help improve profitability
among key market participants.

QUARTERLY FINANCIAL SERVICES M&A ACTIVITY?
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Insurtech | Mergers and Acquisitions | as of Oct.30,2024
2Citywire | Mergers and Acquisitions | as of Oct.30,2024
3Pitchbook | Geography: North America | *as of Jun. 30, 2024
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Q DEAL MULTIPLES (U.S)

EV/EBITDA multiples in the United States fell in Q3/2024 to 14.7x after a spike in
Q2/2024. EV/Revenue multiples decreased slightly from 4.8xin Q2 to 4.3x in Q3.
Valuations decreased to one of the lowest levels since 2020. EV/EBITDA multiples
have continued to decline since their peaks in 2022. The decline can be
attributed to a high-interest rate environment resulting in higher costs of
borrowing, decreased valuations from higher discount rates, and a slowing U.S.
economy.

While private market multiples are down roughly 25.0% from their peaks,
similarly to Q2, public market EV/EBITDA multiples continue to increase. Trading
multiples on public companies have increased by 17.0% over the last two years.
The gap between private and public markets continues to increase.

Transaction volume driving EV/EBITDA multiples was primarily from the
healthcare, IT, and financial services sectors.
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@ SPONSORVS. CORPORATE M&A (GLOBAL)

Sponsor-backed transactions as a percent of total deals increased by 110 basis
points since 2023. The decline in interest rates continues to fuel the resurgence
of financial buyers in the M&A market. Private equity backed transactions have
risen to 41.2% of all acquisitions in Q3/2024.

The increase in Private Equity activity can be attributed to increased activity in
the lending market. With reductions in interest rates, the last quarter has begun
to display a shift away from non-bank lenders, helping drive decreased costs of
borrowing. Private Equity firms look to deploy nearly $3.0 trillion of dry powder
that they have been sitting on as buyout transaction values grew at 24.0%.

M&A DEAL ACTIVITY BY ACQUIRER TYPE?
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CONCLUSION

North American M&A transaction volume remained flat while deal value
increased quarter-over-quarter with overall activity on track to exceed 2023
levels, driven largely by the financial services sector. Strategic acquirers continue
to play a significant role in deal-making, while Private Equity is gaining market
share.

The recent declines in interest rates are driving heightened activity in lending
markets, with banks driving competition to secure deals. The shift creates a more
favorable environment for borrowers, encouraging greater participation across
the market. As borrowing costs improve, Private Equity firms are expected to
capitalize on the opportunity by deploying their record levels of dry powder,
which have been strategically held back during periods of higher rates.

The market continues to show signs of recovery, with consecutive rate cuts by
the Federal Reserve positively impacting M&A activity and the broader U.S.
economy. Despite increased interest among acquirers, transaction multiples
declined in the last quarter, but recent trends suggest that the M&A market is
likely to continue a gradual path toward recovery through the remainder of 2024
into 2025.
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If you would like to discuss M&A market conditions with Colonnade,
please contact:

Jeff
Guylay

Managing Director
847.452.8315
jguylay@coladv.com

Gina
Cocking
Managing Director

312.953.2658
gcocking@coladv.com

Matt
Magee
Sr. Account Executive

312.870.6204
mmagee@coladv.com

(@]¢=Te]
Makoid
Associate

312.870.6205
gmakoid@coladv.com

Austin
Cambas
Analyst

813.454.6964
acambas@coladv.com

Colonnade Advisors LLC - 600 Cleveland Street - Suite 272
Clearwater, FL - 33755
Investment banking services provided through Colonnade Securities LLC,
member FINRA

Colonnade is an independent investment bank focused on the financial services and business services sectors.
Colonnade provides expert, objective advice on mergers and acquisitions, private placements, fairness opinions,
valuation opinions and corporate finance issues for privately held businesses, publicly traded companies and financial
sponsors. Our senior bankers bring extensive transaction experience, industry expertise, a process orientation and a
sense of urgency to each engagement.

This advertisement was prepared in November 2024. It is not investment advice, and Colonnade undertakes no
obligation to update the information contained herein.

Sources: Pitchbook, FRED, US Bank, Insurtech, Citywire,and Colonnade research
©2024 Colonnade Advisors LLC.

Copyright and Other Important Information

This document, including text, graphics, logos, icons, images and the selection and arrangement thereof, is the exclusive
property of Colonnade Advisors LLC and is protected by U.S. and international copyright laws. Colonnade hereby permits
you, unless you are an investment bank or other financial advisor, to download, copy, distribute, publish, reproduce, cite,
link or post this document or its contents subject to the following conditions: 1) you retain on any material all copyright
and other proprietary notices and 2) you do not modify this document or its contents in any way. Colonnade reserves all
rights not expressly granted. This document and the information that it contains are produced by Colonnade Advisors
LLC solely for general background information on the matters described. This document or any of its information may
not be used for investment, valuation or accounting purposes. None of Colonnade or its representatives or affiliates has
agreed to or has assumed any responsibility to provide you with investment advice, whether in a fiduciary capacity or
otherwise.
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