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Industry and M&A Update

TIC valuations at historic highs. For how much longer?

The M&A market for Testing, Inspection, Certification (TIC) has become even more favorable for sellers: a
large number of transactions and valuation multiples are at historic highs, as trade-buyers target external
growth and Private Equity (PE) eagerly pursue buy & build projects. We expect buy-side demand to remain
extremely supportive in what is still a widely fragmented industry, where all of the large and mid-sized
players are targeting double-digit growth rates.

Key insights:

B Globally, it is full steam ahead for the M&A market thanks to a pickup in economic
activity, a wider availability of low-cost financial debt (mostly ‘bullet” and ‘covenant
light") and the growing presence of PE firms in the market.

B The TIC sector is especially hot and seeing historically high returns for investors, due
to extremely strong and resilient industry fundamentals.

B Together the top 12 market leaders have closed more than 500 transactions since
2010. Interestingly, most are also embarking on strategic reviews to define 5-year
plans: tapping new growth areas, developing and streamlining organizations (eq. digital
capabilities) and considering divestments of single digit EBIT-margin businesses.

B PE funds are aggressively seeking buy & build projects in the mid-market, where many / w
dynamic high-growth companies with revenues of €10m to €100m are emerging. Michel Degryck
Around 70% of all TIC companies with revenues of E50m to €1bn are already owned
by financial investors.

Managing Partner, Capitalmind

B Listed players are being valued at 16x EBITDA, on average, while transaction multiples
have increased by 10% to 20% over the last three years - at 8x EBITDA for small-caps,
and 11x for midcaps.

B Digitalization is a game-changer, and making a big impact on the customer offer.
The industry is moving away from traditional legacy control and inspection services
towards more sophisticated and integrated solutions.

B Inthe current market environment the hottest segments for acquirers include building
& infrastructure, which are both back on track; security; health & safety; energy
efficiency; and also food & pharma.

H  We expect the M&A market for TIC to be even more active in 2018, as the industry
tackles digital transformation and the bullish fundamentals continue to improve.
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Key takeaways

Growth

The TIC market grew by ~5.5% in 2017 - a bullish growth trend that is forecast to continue
in 2018 and beyond

)

Market drivers

Positive global trade outlook, increasing standards/quality/security, ageing Infrastructure,
customer outsourcing, rise of emerging markets

3

Digitalization

The game is changing with the introduction of innovative new digital tools, big data
collection & analysis, and greater connectivity between customers and suppliers

]

M&A

Valuations for listed peers have increased by ~20% over the last two years, while
transaction multiples are ranging between 8x and 12x EBITDA. Aggressive buy & build
strategies led by PE funds are supercharging the market
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Capitalmind’'s selected credentials in the TIC sector
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Contact us

Capitalmind has extensive experience
in the TIC market, having performed

20+dealsinthisindustryinrecent years. Michel|Degryck

Managing Partner

Head of sector coverage

+33 148 24 62 99
michel.degryck@capitalmind.com

Jan Willem Jonkman
Managing Partner

+3173 623 87 74
janwillem.jonkman®@capitalmind.com

Our connections to buyers are
especially strong, and our large
database and research function
gives us superior market insights to
optimize transaction conditions for
small and mid-sized clients.

Jonathan Bursztyn

Director

+33 148 24 62 87
jonathan.bursztyn@capitalmind.com

Ervin Schellenberg

Managing Partner

+49 611 205 48 10
ervin.schellenberg@capitalmind.com
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Smart advice ' by:your.side worldwide

Capitalmind is one of the largest independent 200+ closed transactions in the last 5 years - 500+ since 1999
corporate finance advisory firms in Europe, owned by Worldwide access to strategic/financial players and likely buyers
its partners. Since 1999 we have provided unbiased Team of 60 experienced professionals in Europe; plus 300
advice to mid-market companies, entrepreneurs, worldwide, via our international partnership

(private equity) investors and large corporates European Headquartered advisory firm, with offices in Benelux,
on selling, buying and financing businesses all over the France, Germany & the Nordics

world, and in the following sectors: We have received numerous awards
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