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M&A Market Overview

Financial Markets Outlook

Overall M&A Market Commentary

GDP growth in 1Q18 was 2.2%, down fr
This refects a contnuaton of the ref¢ Rampart Hydro Services
GDP growt h foll owed by mor e rapid
Supportng this trend observat onEv e NBwhirleg otrii ee dt rt ehchd icPI PO asg
tax profts were up 5.9% in 1Q1lj8absf amarketter stBatronhdeardd 7i%mg
recorded in 4Q17. This suggestd abopotpantali pahobni mpteveémenitn

growth later in 2018. I n addit@wer aagep cosfi tnvoer eJ utnhea n2 108 , 0 @ 1D s
indicates we have a strong ecogmomy gwhet & t &eurdesnaald afnadr i m
workers is pulling idle | aborerssciondol bhgeworé&d omnaemi c Breeaav
factors and ot her positve trends, anal ysts believe that t

economy is picking up signifc&dt®WmBreft®mUYMR" edpPfy Pyphnpes
exampl e 'O'n tihuel yAtllanta Fed upgrfa®%d" & t!s€VvoediSg A% adkitn 9o £t ©
GDP to 4.5% up from 4.0% estmad®dV&arqfi efONSHUuMeyesS .y e G0N SHH
signs that gathering momentum prPoddSdd 2P Vehd N€o MAYr atee dif
reducton, solid consumer spendiPPde"hmBtel MAGEEt MENE P& nt &rgiyfis
and improved industrial produckt®BnCcanifidencies wage MigMlyg | @sy otah
growth to 3.0% by the end of 2o04®changed for the past three

2018 Small Business Opt mi sm

The Trump Admini st-esataml iss hfi oncgursif qudh & s t't rriecedvee”l-y @ anr t thies tsaurrw.e y* M
through the use of tarifs hasi $nwomeaasesdt rvaotloastghetryi ci nt rtalj e c

mar kets. At | east initally, theeggdleatt®r yofc htahneg etsar iFfosr areear ¢
of set soateNPoyfd th@2¢y2¥ik Ot ANRBSGIKr derchit sowhfear tdxes and regul at c
year, but the tarifs could possddhyemsaagteomori @acdeamat ¢ nseadiadt \
later in 2018. Duggan. “Small businesmomwmes
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Total U.S. M&A Deal Volume and Value <$300M Transaction Value
Q1201310 012018 company owners to test the M
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” sent ment, elevated company Vv
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a0 sale candidat es. There was a
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© setng an al moysearr eqgwardt erhlrye e
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20 company sale transactons. Th
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::; pulled deals forward into 4Q
sale actvity.

Persistently | ow deal actvi

FS— acquisitons have sustained M
. ) ~level s. Strateglc nd PE bu

of unpresented optmism which 'savlalldablg“t Y moredg l%%pPPQI
wages,” added NFI B Chief Econom'c%%pg'nle re)l§ saef 9. ¢ expect
The strong economy and improvin&aloﬂg1 RBSs and consumer sent
a;e Ie2d|ng t<.) a Il:)eter 2018dM8(;A1T (Izi.l.ehael $n}larkb'\}ltglual\ioounr Ic‘?fna}r}yabﬁe'
that the previous y.reporte ecr'eq‘_eescts q 1009oeared\ﬁ%t%r|qe &
value may have subsided and established a market bot om,. | f
Further mor e, tlhe FY2017 do

trend contnues, we should see more M&A actvity ater this ye
14% compared ™ to | evels expe

I nvest ment bankers are reportngﬂafhgs%ralm%teg)n0|fn M dd e mar K
pitch actvity and many M&A advisquiShgv\ég PEEN¢ nth CHLE®AMBEr
number of new engagements. Becausneuntlbheerreofi Sclaosseidx dteoaltsweilnve
Il ag bet ween M&A engagement and (t:lrg?’nl?ﬂé ttohtlasl ncqv(vjsg(ljtggala
engagement actvity could foretell greater M&A tallies | ater
T The average middle market

The M&A supply demand imbalance c¢oyutgh UgsSs tPownd Vioronh hieh &S €4 | &

this market. The demand for good .qUaleigt Vi nac4oQLhi7s.iton targets
high and M&A mar ket valuatons contnue to be =elevated. We

encour age busi ness owners t o PrrlaGonkexis at their transiton goal
Q1-2013te Q1-2018

objectves to determine whethe
their circumstances. o tiors ol e T Number of e pertl
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28 gAtt y26 FylLtel S ag! GNBYR RIL‘&”I 2 aAA D
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Closed middle market M&A deal actvity has formed what ma y
mar ket botom in early 2018. D¥%&7Tdollar volume declined mo
whil e the number of deals recorded in 1Q18 was fat to the n

deals recorded in 4Q17. Afsitendfyf ecXintomyct vai thyorrfee fpautstisned s di
politcal environment and positv@aecbkatumdhesantmbent od e PriFs etXol
increased the optmism of businéseomowRérs andrdde tCRi tadalunte
appears as though a positve busdamesspeariiod.t eT lceo uspp iekde wint hP Es
high business valuatons has eneducadethemoPEe amt ddt g tnhairsk e
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Mi ddl e Mar ket Deal Valuatonsproving business sentment
. strategic buye acquisiton b
Mi ddl e mar ket M& A val_uatons remh';lévnelgeeeA Hgyﬁﬂgtgbfﬁbs%r}ﬁatg
of company sal e candi dat es, Strha'hgt%%onv”?e'rag‘éo 'tbounyser.lc
corpf)rate taxes and the' trend ﬁé‘rtredpuacteodn bOLJfS|tn|,|essst.rr%qlélgth(
l eading to more aggressive behav6°ﬁ|g§)t¥erb°otehaISto aetresg'acnda”idncﬁ
As a result, we are seeing valuatons moving higher, partcu
. TEV/EBITDA Multiple by Buyer Type ($10-250M of TEV)
| arge compani es. Greater acce S®waolads cabltal2 and strong strat
interest in |l arger company deals is contributng to this t
10.0x%
increase in the supply of sal eabl e companies couealedwws_
8.2x 3%
interest rates could lead to declhsd ne in M&A wal-.u Uslox t
this year. However, even if vakeu ' a ght
B8.0x
corporate earnings induced by pec
of set multple declines and st/ &l
val ues. We believe middle mark W e
2.0x
mar ket peak and it is an excell ter
0.0x
T Su®25 million deal valuaton multpl®s mé‘s\F/eld:mnlgh”'ér i"A° 1Q1¢
®Financial wStrategic
hitng a 5. 7x multple which mat ches t he l ong run mul tpl e
. . Sour-:e 1: Financial Buyers: GF Data ($10-250M TEV)
aver a g e f or t h IS Sl ze ca t e g S ur:¥2 Strategic Buyers: Capital 1Q ($10-250M TEV; Excluding outliers defined as transactions with
TEV/EBITDA ofless than 3.0x and more than 14.0x)
T Valuatons on the | arge end of the middle market ($50 to
million segment) contnued to TsSdyahedieq eRUYRHS |3Vv&| BEGGM

setling at 9.2x, another recordMhAgher drarkgits aG gl Syirtodynps, -

1018 | ) H $25 $5that_||trateg|c buyer muldtp
% n i n mi me n
1 Q .a uatons t he to than t'hl e aveegageestf tayeh
even with |l ast year’s annual average.
A H 4 T Over the | ast few yelars,
s we ave su este in our revious r orts, r er r
1 i d . 99 ) P relmalnegp n' % sPta% % ryarf/lg
i r rmin m ni r w w m i
S0 y pe d° -||g compantes a emsv.ﬁésh.SLSP %o.nc.aheent &’
mar ket an Wi contnue to rec ve stron i nterest
) Fhough t ARY nL{erl 2018 " d
premium valuatons.
valuatons
TEV'/EBITDA by Deal Size ($ Millions) . .
2014 to Q1-2018 1T The increase in valuatons
i mbal ance contnues ipreéepeaer
atractve sellers can st/

deals by both strategic b
reasonably high valuatons.
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T The data refect val uat on mi
estmates that for mi ddl e m

valuatons are generally 1.
204 2015 2016 201 o12018 - | ower t han t he |l evel s ref ec
1025 2550 W50.100
Source: GF Data Mi d dl e Mar ket Leve r ag ed
*TEV = Total Enterprise Value
A strong economy record buc

Private Equity versus Strataegihcab\/al@ueabtton;épitm has
\)
|

Strategic buyers contnue to bem\}éjr_dJel t_v¢|a<e nljn_%rd"f‘%sdmaqlf(ye?
Strong economic condi tons, Iow‘t:a"?lplatnatC|'pnavteesdteta>'<<93taendtyoDI
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Equity and Debt Capitalization

declining component of the deaadpistalapegal ppméentuctaondeacqui s
able to claim 100% bonus dep:

Growth in the number of Iendipgesyéjéiceﬁadéoiyvrd'\pitoeersesé SriagtI
greater sophistcaton of borrowgsgcasg n®ad@eauhar ASIGEISAEY 1 8
amount and type of debt capit@dyilbsuesd yan ni MMRr s&t t PALH, O
LBO process. With very high vepuphensax PEenese deddi Ved elr,
of set the negatve efects highpvausgatdeps eltda\ad oxn itnhetine e
invest ment returns. investment and enhance | oan

The wide variety of debt sour88¥a2B899n8Fe598d”8}9’m5ﬁé 'b?/ws

for new | ending opportunites AE@%rd‘iel’Pd PPrEoOWLNY G5kt |
Lower borrowing costs coupledpwith WPtR bPOHpFrAWeTah' igegndy
t er ms i s l eading t o mor e l eyErafges, MmaBR¥odt e td@esStacHiom
Contnued Il ending regulatory oxe#gév@hdpmemt at hdaits cjesr ncionngec elr &
community has kept LBO deal sdndictenéegsr s name conbsengienygedahs

As such, equity stl] is in exdhdaegheaf |eae vtelriargle afn dt Heo weea p ictos
Mezzanine funds contnued tocoavgenrae?stssi vaenldy E:Cpcuerpstutneg (Ijlggvier
. . regul a rs contnu o close
opportunites in 2018. The use gof_ tﬁls type o% fnancing
, actvites, these trends wil |l
| everaged transactons remains an, i mportant foart of |_}he l
) ) ) credit in the utur e. owe vV
capital structure. Whi | e |nt8rest onl.y and pagment in
) usiness i'nterest Xpense <co
structures stll dominate the T‘%)rolf’/oetbso’nuvg_ardre%nrtescioartoneqaun'dt Yy
have started to return to tb\/?lImeIZiZ@@I'WeberesteWreWaPt Heatd
partcul arly in small er or maij ¢ tlheevseeracgheadnggga{o StthreU € talyr,
Mezzanine funds contn-uavetsot mpot sue equity co
opportunites to improve ¢theiAltheughnd heanbded nwirlelaseont pe
investment amount in deals. interest rates, we are in a

|l ow business borrowing costs

2013 to Q12018 borrower friendly terms make
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worthy companies now have an
wi t h favorable -tecembveadidi mr
mar ket .

42.8%
49.2% 45.7%

Tot al U. S. Mi ddl e Mar ket

13.9%

12.4% e

T New | oan issuance for midd

S o a3 decrease in the frst six m
that began in 2012. Accordi

2013 ‘ 2014 I 2015 2016 ) 2017 012018 t he Feder al Reserve SySt em
mSeniorDebt mSub. Debt mEquity Op| ni on Sur \V; ey, “ Most d om

Source: GF Data

experiencing reduced c&l
customers were shifing thei

Overall Comment on the Finangiieg:t MagddkKeithnsSreases in c

Bank |loan issuance remains anemi d"&SeWeri ¢ "MPYFLANhg" $%HS%q"
consumer sent ment and business qogh@ Fedelf B Rewerdwax il movr ems
have had an wunintended efect on G@rparsdatse phehit Wit Mg ougMi &t W
corporate tax rates, businesses h@aveog1mOrerTneaghsfownd oj o Ny,
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KEY INTEREST RATES

point increase since the end of the recession. The overni
rate target range is current/| y= 6/30/2017 6/29/2018 7132018 oo
. Prime Rate 4.25% 5.00% 5.00%
remain for at | east one and P O |ibor- 1Month 122% 2.09% 2.07% Cr e
2 0 1 8 Libor - 3 Month 1.30% 2.34% 2.34%
' U.S. Treasury - 2 Year 1.38% 2.52% 2.59%
U.S. Treasury - 5 Year 1.89% 2.73% 2.73%

ﬂ Ban k Ie n d ers contnue to fO cus U.S. Treasury - 10 Year 2.31% 2.85% 2.83% OrF
borrower s’ l i nes of credit and areas wher e they have
compettve advantage |ike operdtig business needs, i nclud,i
payrol |l and checking account s. Due to regulatory scrutny,
contnue to be selectve in makiThMe AdéwWmp oA B mindt rarteO Ny sy
selectve in new |leveraged transh@g@gsand reducing regul atc

, sychol o and an increase

f The -maomk BDC (“Business Developpmeynt Con‘?yany”) |l ender s

) ) unempl oyment ratyee arre creend d ryc

are a factor in middle market ' endi ng, partcularly on t he

currently 1 s at 4.0% refec

more structured | oans. Passage of the " Smal | Business Cr

) i i i evidence that there are no
Availability Act in March 2018 provides BDCs with another
) ) ar e . unemploged wor ker s i n

source and will/l l'ikely have a positve |m£ ct on the cont
, ) rgeotgraphy nd skills wild

growth of BDCs in the middle market. . .

unempl oyment rate increasirt

Loan Issuance for the Middle Market <$100M
2009 to YTD -5/18

Mi ddl e Mar ket Debt Multp

{$in Billions)

450.0 $46.4
o — B2 iz 1 Deal mar ket debt |l everage
0.0 .
. o o 2018. Total leverage contn
2
I component of the total | e\
smul 454 More aggressive |l ender bel
+ 2009 2010 ' 2011 2012 ' 2013 2014‘ 2016 ' 2017 YTDII\S?MB‘ tra n S a Ct 0 n S' a n d Impr O VI n!
providing support to deal
Source: Thomson Reuters .
use more debt in deal s.

Il nterest Rate Environment f Mezzanine capital remains

t al structure. Over th
T The short end of th—moryﬁreIUIB(DlR)/ r(ePrlme and 1 ]
) as represented a litle 1e
abou®07basi s p0|ndvs-gehajrghcecvmplanrl}sa)mrs

a|ned co,nS|stent. .
refectng the three additonal 25 n!) point Fed rate hi

orchestrated afer June 2017.  lm 3ddi SubongbthBPrDA t}ﬁ/ofm"(‘f?zsoﬁﬁmnb asi

increases made in March and diidep@fsg 201 here i a gro
expectaton for two additonal Fed r1tate increases 1 n the s
hal f of 2018. The tght |l abor mar ket and trade wars wi |
heavily on the Fed’'s future interest r c ; ::

T The slope of the yield curve f at
yield curve is a source of con al (I
l ong end of the yield curve i ejjo
rates) which is considered a ® S
June 2017, t he spread bet wee n era r
treasuries was about 93 basi s HOi Ntms Wher ea:ss atmzrd Unmems 2 1
spread was 32 basis points. The yield "¢drVe™ is stll pos
sl oping but should be watched_ _closely in the future

Source: GF Data
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Yield Curves — U.S. Treasuries

4.e —— June 2013 Financing Pricing
July 2018
2 June 2017
— Bank Financing Upfront LI BOR S|

2.5%-f"—f Asset Based Lo 250 bp{ 15D00 bps
2.4
Cash

Fl ow Loan

1.4
EBI TDA |l ess th
1.0%%
0.5 Unl everaged 050 bps 15B50 bps
e 7E50 bp 30425 bps
Sedd & ¢ ¢ & & Leveraged L g
I -

(-
®
B

Cash Flow Loan

EBI TDA more th
Source: Capital IQ

Unl everaged 050 bps 15P50 bps

T The use of debt |l everage help ket

. Leveraged L 10-D50 b 35075 bps
valuatons. I f interest rates S o of
may decline somewhat putng :
valuatons Mezzanine Debt <$10M EE

. Upfront Fees 2.00% 2.00%

T Bank | enders contnue to main P rge
satsfy their regulators. The |Current Pay Co 11.@®%0¢ 10.@a®%00ppt
(qugth LeVeraged Transacton Pay me#itnd (Pl K 0. 0 .9%0 09 0.0—2).‘)/(00008'”
Bank provided senior credit el

. i 14. A0%0C 10. AB%O00 % .
conservatve 3.0x EBITDA senio Al Tn I'RRs 0 0 7
i n t he use of senior debt i s Likely due to mor e aggres
untr egu| ated BDC |l ender s. {2dz2NDSY t NAOAY3I Ad olaSR 2y 3JdARFYyOS LINE(
f SYRSNE&

Terrel Bressler, Managing Director o ) o o o
b2G8Y 2FNNIyda FyR 20KSNI 848t R SyKEyOSYSy

312.348.1323, tbressler@prairiecap.com YSSi AKSAWGENYIE NI GS 2F NBGANY 6aLwwéo
Transaction Highlight
.
About Rampart Hydro Services
él::ms—part Rampart Hydro Services is the 1l eading hydrodemc
wasamakedly concrete removal and surfadé gphr evpareat mressSiung €
vacuum debris removal and cleanup, and wastewat
strgg’&grhl other projects across the United States and Cana
Advisor to the Seller

About Prairie Capital Advisors

Prairie ofers investment banking, ESOP advisory andgiveab i ammdrdlddste rovd mpean it e0s .s
in Oakbrook Terrace, Il linois-hetldecommpangsi sadaohwadieng advisor to closely

Securites transactons are efected and ofered throughenPtraiisi e rCapultal o MaPkea
is for informatonal purposes only. It is not intesmnaecdtpns Bme odpirnioonsoeéx T
writer and do not refect the views and opinions offr ®Prealiirdrece Pumadrmr itehe hiadfl o
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