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Globalization and the rise of ‘smart manufacturing’

The European industry for Industrial Machinery leads the world, producing €650bn in annual
revenues (one-third of global production and half of global exports), as well as the highest quality
and most innovative products. However major change is under way. Pursuing traditional strategies
is no guarantee of continued success. An increasing number of players are responding proactively
to shifting growth patterns and profit-pools by using corporate transactions.

We are seeing a record amount of M&A activity, fueled by deals that tap digital & technological
know-how, scale and geographic reach —all vital ingredients for premium valuations.

B Structural change: The Industrial Machinery market remains
fragmented (80% of European actors are SMESs), however customers
continue to get bigger and more international. Also, profit pools are
shifting, both geographically and along the value chain. Businesses
need to adapt their business models to future-proof operations and
grow beyond the core.

B Corporate M&A activity rising: Our global sector team is observing
above average M&A activity and a substantial increase in transactions
in 2016 (excluding alliances). Important catalysts for deals include
technology, digitization and geographic growth. Europe has been the
most popular region for acquirers, with 41% of all M&A transactions,
followed by the US and China, which is an important source of new
deal demand and also growth.

“The transition from ‘smart
machines’ to ‘smart factories’ —

B Tapping growth beyond the core: Businesses are accessing growth

in attractive emerging markets (China) by transitioning away from
traditional export models towards more integrated global offerings.
Horizontal and vertical integration are front and center of strategic
thoughts and corporate activity. For instance, Components and
Machinery manufacturers are acquiring companies with automation &
digital know-how to add value, and vice-versa.

Valuations _are typically high: Technological know-how is top of
buyers’ shopping lists. Premium valuations are being paid for any
business that delivers technology, innovation and/or smart software
capabilities. Industry 4.0 (automation & data exchange) is in
especially high demand: while the average valuation for the sector is
11x EBITDA, Software is receiving 16x EBITDA. Digital will continue
to be the biggest value-add going forward.

to plant-wide digital automation
that considers the entire value
chain has begun. Successful
are considering growth
strategies that look beyond the
core to achieve scale and a
global footprint. It's right that we
should be proud of European
quality and innovation but much
more needs to be done.”
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Key takeaways

Shifting growth

Growth patterns are shifting, both along the value chain and by region — those who embrace
‘smarter’ manufacturing and globalization will do best.

Industry 4.0

Digitization is changing the face of the sector, as automation already has.

M&A ramping up
Transactions are going ‘through the roof’ as strategic actors use M&A to scale up and tool up
for the challenges that lie ahead.
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Contact Us

Capitalmind has a highly experienced Industrial team with 25 dedicated professionals and an average
experience of 15 years. The team has advised many leading groups and mid-caps on diversified and
specialized transactions in the industrial and technical business services sectors.

If you would like to discuss this report or opportunities for your business, call our European
Partners below. We would also be happy to connect you to our overseas sector teams:

Selection of our recent Industrial Machinery deals
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Smart advice, by your side, worldwide
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Capitalmind is a fully integrated international Established in 1999

te fi e fhat hat f il Award-winning service
corporate finance advisory that Neips family 50+ experienced professionals in 6 offices across Europe,

businesses, growth companies, private including Benelux, France, Germany and Denmark

equity and Corporates to exit, grow and 200+ de:?\ls _in thg last 5. years, with a focus on the mid—mar.ket

! - . Industry insight via dedicated sector teams: Business Services,

finance their business. Consumer, Food & Agro, Healthcare, Industrials and TMT
International reach — 60% of our deals are cross-border
Independent and highly experienced owner-managed advisory
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