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Executive Summary

This report, created by the BMO Capital Markets Mergers & Acquisitions team, provides an
update on selected key trends that we are observing in the cross-border M&A market.

With this year shaping up to have the smallest
transaction volume for international buyers of U.S.
businesses since 2013, should we be concerned
about the international M&A market going forward?

As we talk with our U.S. clients who are considering potential
sale transactions, we are consistently asked about the likelihood
that international buyers will be involved in their M&A processes,
Cameron M. Hewes driven by hopes of market-topping multiples coming from
Managing Director overseas buyers. This is despite the fact that over the last five
Mergers & Acquisitions years U.S. buyers have accounted for over 73% of U.S. M&A
transaction value, over 76% of U.S. M&A transaction volume,
and have historically valued companies at a premium to
“We expect that U.S. international buyers.

M&A will continue to see While the overall M&A market in the U.S. continues to benefit

robust activity due to the from numerous tailwinds, international buyers have faced

» several headwinds leading to their decreased involvement in
strong economy and U.S. M&A over the past two years. Trade wars, stock market
volatility, an expanded CFIUS regime, robust purchase multiples

readily available capital, _ , ,
paid by domestic acquirers and the strength of the dollar have

but buyers will more combined to dramatically slow international interest in U.S.
) companies. In the first nine months of 2018, international buyers
likely than not be U.S.— have invested $18 billion in U.S. targets, down approximately

28% from the same period last year. European buyers have
been the most active, representing approximately 46% of
international headwinds international YTD transaction value. We expect that U.S. M&A
will continue to see robust activity due to the strong economy
and readily available capital, but buyers will more likely than not
be U.S.—based as long as these international headwinds remain.

based as long as

remain.”

We look forward to your reactions to the BMO M&A team’s
thoughts and analysis of market trends in the enclosed report.

Note: YTD in this document is defined as through September 30, 2018. Middle Market M&A is defined as transactions with enterprise values between $100
million and $5 billion
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Q3 YTD 2018 U.S. Target Cross-Border M&A

$105

Billion YTD in U.S.
middle market M&A
transaction value

(37%)

YTD decline in
transaction value from
Asian buyers

(2.9%)

EV/EBITDA decline YoY
that all strategic

buyers are paying
for U.S. targets

(28%)

Decline YTD In
International M&A
transaction value

135

Days it can take to
complete the CFIUS
review process

A

U.S. M&A transactions
completed by
Canadian buyers YTD,
down from 6 in the
same period
in 2017

10.6x

YTD EV/EBITDA
purchase price multiple
for total U.S. middle
market M&A

YTD U.S. M&A
transactions occurring in
the Industrial sector

U.S. M&A transactions
completed by
European buyers YTD,
equal to the same
period in 2017

9.9X 45%

EV/EBITDA multiple )
international buyers Increase in CFIUS

are paying for U.S. Notice filings from
targets YTD 2016 — 2017W

($7)

Billion decline in
international
transaction value
YTD

Note: YTD in this document is defined as through September 30, 2018. Middle Market M&A is defined as transactions with enterprise values between $100
million and $5 billion

1. U.S. Department of the Treasury and Wilson Sonsini Goodrich & Rosati
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Q3 2018 — Key Themes

Despite U.S. tax reform and plentiful capital, U.S. target cross-border M&A slowed
in 2018 as fears over trade wars, tariffs and an expanded CFIUS regime have given
dealmakers pause

Q3 Tailwinds

~Tax Reform / Plentiful Capital N ~Strong U.S. Economy N
e Tax Reform: Has caused an increase in e Strong GDP Growth: Real GDP increased
corporate profits in 2018 3.5% from Q2 to Q3 2018
= Reduction in corporate tax rates to 21.0% = Despite a slight deceleration in growth
has positively stimulated corporate profits compared to Q2’s peak of 4.2% growth, Q3
= Plentiful corporate cash balances primed to GDP still grew faster than it has in prior
be deployed via M&A years
e Repatriation of Cash: Positive tax law e Unemployment at 49-Year Low: The strong
implications allow cash to be returned from U.S. economy has reduced unemployment to
abroad and dep|0yed domestica”y 3.7% and increased wages for employeeS
e Low Inflation: The price index for gross
domestic purchases increased only 1.7% YTD
compared to a 2.2% increase in Q3 2017
. AN J
Q3 Headwinds
~—Protectionism N\ ~ Trade Wars & Tariffs ——— ~Interest Rates & Market Fluxes ——
e CFIUS: FIRMMA® e NAFTA: Uncertainty around | | ¢ Rising Interest Rates: Fed
amendment will significantly NAFTA and implementation Funds Rate increased from
impact cross-border M&A of of USMCA will continue to 1.1%in Q3 2017 t0 2.2% in
U.S. targets drive change across various Q3 2018. The Fed has
= CFIUS caused delays to industries in the indicated plans to raise
Broadcom’s acquisition marketplace rates to 3.1% by the end of
i 2019
of Qualcomn;l, VET'CT( q e Trade War with China:
\t/)vals:)evg(rj]tua_ly ocke Steel and aluminum tariffs e Market Volatility: Volatility
My rI‘?SZIOigt rump in imposed on foreign imports in U.S. equity markets have
arc set in motion a slew of slowed M&A investments
e Brexit: If the deal agreed retaliatory tariffs from China YTD
to by.EL’J Iea?_ers and PM ] Affected industries e Strong U.S. Dollar: Q3
May isn’t ratified by include food & beverage, 2018 U.S. Dollar Index is at
parliament, European tr_ade aerospace, energy, 16-month high and up 5.5%
wars and further reduction automotive, technology, YoY
in global M&A may continue agriculture and finance

Source: Factset, Macrotrends, U.S. Bureau of Economic Analysis
1. On August 13, 2018, President Trump signed into law the Foreign Investment Risk Review Modernization Act of 2018 (FIRRMA) to help mitigate
national security threats
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Spotlight on CFIUS

CFIUS gains expanded power over foreign investments with procedural changes
taking effect that have serious implications for U.S. target cross-border M&A

What is CFIUS? New CFIUS Regulations Implemented in Q3 2018

e The Committee on Foreign
Investment in the United States
(“CFIUS”) was formed by President
Ford in 1975 to review foreign
investments in U.S. businesses for
potential national security concerns

e In 2007, Congress passed the
Foreign Investment and National
Security Act (FINSA), which
broadened the definition of "national
security" for CFIUS review

e CFIUS has authority to approve
pending transactions, require
national security risk mitigation or
recommend the President block
them

e New legislation in 2018 requires
Declaration filing to precede Notice
filing; mandatory for “critical”
industries

Impact of CFIUS on M&A®M

On August 13, 2018, President Trump signed into law the
Foreign Investment Risk Review Modernization Act of 2018
(FIRRMA) to help mitigate national security threats

Key changes to the CFIUS review process due to FIRRMA:

= Expansion of CFIUS jurisdiction, including non-
controlling investments and real estate

= Specific carve-outs for private equity funds with foreign
investors

= Introduction of Declarations (abbreviated, 5-page filings)

= As of November 10, 2018, Declarations are mandatory
for transactions involving U.S. targets in 27 “critical”
industries such as technology, infrastructure, and defense

= Penalties for failure to file are severe

» Extension of the CFIUS timeline for filing a Notice from
30 days to 45 days before a transaction closes (Notice
filing is still voluntary)

= Addition of Notice filing fee up to $300,000
= Grant of authority for CFIUS to suspend transactions
= Implementation of a new export control regime

Number of Number
Notices Investigated
2014 147 51
2015 143 66
2016 172 79

President Notices

~250 Notices
were filed in

2017, an increase
of 45% over

Decision to Notices Rejected Withdrawn /
Block Abandoned

° : 1272 2016; further

0 1 13/3 increasing delays
in the approval

1 0 27/5 \_ process? )

CFIUS Review Process Timeline®:

Company B (infrastructure Company but not on list of 27 critical industries)

e Foreign Company A (non-government) to acquire majority Stake in U.S.

Do parties
still file a
Declaration to

Are Acquirer

A and Target

B required NO
to afilea
Declaration?

potentially
avoid Notice
filing fees?

If Target B was on the list of critical industries,
this example timeline would remain unchanged

Notice
filing?®@

CFIUS reviews
Declaration (30 days)®

CFIUS finds
no threat &

45 days + potential clears

Does CFIUS 45 Days 15 day extension transaction
conclude (135 day
thereis a CFIUS reviews  CFIUS launches process)
reason for Notice investigation

NO
CFIUS finds no threat & clears

transaction (30 day process)

Source: Harvard Law Review, U.S. Department of the Treasury, WSGR White Paper “CFIUS in 2017: A Momentous Year”

1. U.S. Department of the Treasury

2. Wilson Sonsini Goodrich & Rosati

3. Upon receipt of a declaration, CFIUS will have 30 days to review and may conclude by: (1) requesting the parties file a joint voluntary notice; (2) initiating a unilateral 4
review of the transaction; (3) informing the parties that it is unable to take action based on the declaration alone; or (4) informing the parties that there are no
unresolved national security concerns and CFIUS has completed its review of the transaction
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U.S. Target Cross-Border Middle Market M&A

International acquisitions of U.S. targets has slowed dramatically in the first nine
months of 2018, with the number and dollar value of such acquisitions declining

by 13% and 28%, respectively

Number and $ Value of International Middle Market M&A of U.S. Targets

($in billions) = |nternational Buyers Number of Deals
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Median EV/EBITDA Multiples Paid by International vs. U.S. Buyers

While international u United States B International

buyers are actively
looking to make middle
market acquisitions in the
U.S., U.S. buyers have
paid an average 1.0x
premium as compared to
international buyers over
the last three years.

12.6x
12.1x
11.5x
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11.1x
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10.2x
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12.1x
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2013 2014 2015 2016 2017 YTD2017 YTD2018

2008 2009 2010 2011 2012

Median EV/EBITDA Multiples Paid By International Buyers

HAsia ~ Canada ®Europe

Asian acquisition
multiples of U.S.
companies decreased
dramatically this year and
are at their lowest levels
since 2009.

34.2x
31.7x

2015 2016 2017 YTD2017 YTD2018

2013 2014

2008 2009 2010 2011 2012

A

Source: FactSet
Note: Data includes all public and private announced and closed deals with U.S. targets with enterprise values between $100 million and $5 billion and EV/EBITDA multiples

between 3x — 40x
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U.S. Target Cross-Border Middle Market M&A

Tariffs and increased CFIUS scrutiny have reduced the quantity of M&A
transactions from Canada, Asia, and Europe as compared to 2017

Number and $ Value of Canadian Transactions with U.S. Targets

Canadian Buyers
($in billions) = Canada Number of Deals

$11.2

$10.5

Number and $ Value of Asian Transactions with U.S. Targets

The number of M&A
transactions between an
Asian buyer and a U.S.
target declined by 67% in
2017 and continues to
soften in 2018. YTD value
of transactions have
declined by over 36%.

($in billions) . Asia Number of Deals
$14.5

$5.2 546
$1.9 9 09
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Number and $ Value of European Transactions with U.S. Targets

European Buyers

($in billions) = Europe Number of Deals
European buyers have $23.4
averaged ~10 U.S. $18.1 ° $19.5
transactions per year $16.0 ' $16.3
since 2014_1, _mve_zstlng over $11.9
$87 billion in U.S. 48.2
companies. YTD value of
transactions have $3.8
declined by over 31%.
) Q N 2 D » &) © A >
Q N N N N N N N N
S S N M D SR
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Source: FactSet
Note: Data includes all public and private announced and closed deals with U.S. targets with enterprise values between $100 million and $5 billion and EV/EBITDA multiples

between 3x — 40x
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U.S. Target Total Middle Market M&A

Middle market M&A in the U.S. continues to be active, but slightly down YTD, with
68 transactions and $105 billion transaction value as of Q3 YTD 2018

Number and $ Value of Announced and Closed Transactions for U.S.

Targets
($in billions) mm $ Value Deal Count
$151 s13 142
$122 $122 $125 $120
$109 $105
- $96
$68  $67 - 120 - 111 -
107 94 -/ gg — 93 98 - .

EV/EBITDA Paid by Strategic and Financial Buyers

m Strategic Buyer ® Financial Buyer <

i x = x =]
Strategic buyers_have & . 9 S Eu &5 & L o 5
completed approximately s X 3 0 & & aN g o N x &
= 3 = - =1 = - 9' g —

four times as many
transactions as financial
buyers YTD, equating to
83% of the U.S.
transaction value.

YTD 2018 M&A $ Value by Sector for U.S. Targets

($in billions) mmm $ Value Number of Deals

Industrials and
Technology & Business $39.1
Services M&A continue to
experience strong
momentum, and $24.6
represent over 60% of $16.2
U.S. transaction value $8.6
$7.2

YTD. $6.1 $3.0 28
V.Y 14
ryr—asary .. 5

Energy  Consumer FIG Healthcare Industrials Real Estate Technology
& Business

& Retail
Services

A

Source: FactSet
Note: Data includes all public and private announced and closed deals with U.S. targets with enterprise values between $100 million and $5 billion and EV/EBITDA multiples

between 3x — 40x
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About Us: BMO Capital Markets

As a member of BMO Financial Group (NYSE, TSX: BMO), we leverage
the financial strength and capabilities of one of North America’s leading
financial services organizations

BMO Capital Markets is a single-stop provider. Depending on your
needs, you may use a combination of our capabilities, or only one. Our
experience and deep sector knowledge enable us to develop the solution
that fits you best

We offer a complete suite of products and services:

Access to Capital

Distribution

e Institutional

= Equity sales & trading

Initial public offerings
Debt financing

Equity financing
Private equity financing

Corporate lending

Securitization

Strategy & Growth Treasury & Risk Management

e Strategic advisory e Commodity products

e Mergers & acquisitions, including e Money markets

cross-border opportunities o Trade finance

e Valuations & fairness opinions
e Cash management

e Acquisition & divestitures e Foreign exchange

e Leverage buyouts

Structured & project financing Research

e Restructurings & recapitalizations

o e [Economics
e Take-over & activism defense

e Commodities
e Debt

e Share buybacks

e Joint ventures and other
partnership models e Corporate

m  Fixed income sales & trading

e Retail

= Direct brokerage

= Private banking

Atlanta
Boston
Calgary
Chicago
Denver
Houston
Mexico City
Milwaukee
Minneapolis
Montreal

New York

Rio de Janeiro
San Francisco
Seattle
Toronto
Vancouver

Washington, D.C.

Abu Dhabi
Dublin
London
Paris
Zurich

Asia & Australia

Beijing
Guangzhou
Hong Kong W
Melbourne

Mumbai

2,500+ 30 5
Singapore y +

Taipei

professionals locations continents

Note: As of September 30, 2018.
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BMO M&A Overview and Recent Highlights

Experienced ’
Team

Full Product ’
Capabilities
Proven
Results

Global M&A practice with ~115 M&A

Q3 2018 Cross-Border M&A Transactions

professionals in nine offices around the world,
with ~85 M&A professionals in the U.S.

Directors

e Sell-side, buy-side e

and cross-border

. [ ]
advisory
e Recapitalizations
and restructurings 4

e Fairness opinions
e Takeover defense

deals since 2011

Including over 40 Managing Directors and

Activism defense

Leveraged and
management
buyouts

Strategic alternatives
review

U.S.$353 billion of transaction value in 500+

|
ASSOCIATION E CANADIAN
MEDICALE MEDICAL
LObIaw . CANADIENNE ASSOCIATION
Companies C$2.585 billion
Sale of
C$5.2 billion
WD Financial
Advisor on Spin Out of 62% amm
interest in Choice Properties Real t
Estate Investment Trust to 4 (-) §
George Weston 5 Scotiabank’
Exclusive Financial Advisor Exclusive Financial Advisor
September 2018 September 2018
. |
S
| FINASTRA
"
(Formerly D+H Corp — DH:TSX)
Sono be ‘O Portfolio Company of
X visTA

BODY CONTOUR CENTERS

Dividend Recapitalization by

Sale of D+H Collateral
Management Services
business to

e Deep sector expertise in close alignment with Alaris Royalty 1 TERANET
BMOQO’s industry groups ponf(%o Company of
e M&A professionals partner with industry experts Fi ial Advi G MERS.
Ap p roac h ' to drive enhanced insights and execution Il;zStz::ber 22)“130r F'nar}ﬁ:?lch}%\/'sor
e Dedicated capabilities in both large cap and
middle market M&A advisory and financing
Select Recent M&A Transactions
EP ‘ Corelogic m icker’s @ INTEGRATIVE
Q RESOURCES .« R AMERICANSECURITIES NUTRITION.
c$1 28 million Acquisition of sale to

U.S.$1.7 billion

Sale of Williston
Assets to

A A

VANTAGE ENERGY

Acquisition of

S SYMBILITY

Sale to

€3,

Portfolio Company of

Gilbert Global Equity
Partners

NE[P

Norwest Equity Partners

CREATIVE CAPITAL

Exclusive Financial Advisor
October 2018

Subsidiary of
s Mitsubishi Corporation

Exclusive Financial Advisor
October 2018

FALCON

Financial Advisor
August 2018

00 Mitel

Financial Advisor
July 2018

Exclusive Financial Advisor Exclusive Financial Advisor Exclusive Financial Advisor Exclusive Financial Advisor Exclusive Financial Advisor
Pending Pending Pending November 2018 October 2018
... . |
J(ELITE ¥ \
(\ELLTE : _— PROJIMAGEN
R italization b SPECIALTYFOODSGROUP, LLC
ecapitalization by ™ - -
Sale to $370 million
VESEY STREET
INDIANA 2.1 billion Sale of the right
CAPITAL PARTNERS - gnts
PACKERS $ to U.S.L261 to
and @ Has sold a minority interest to Acquisition of

q:l

L

Financial Advisor
June 2018

Source: Bloomberg, completed deals where an acquirer or target is located in North America. Data as of October, 2018.
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Head of Global Advisory

New York, NY
Tel.: (212) 702-1738
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Tel.: (416) 359-5660
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Managing Director
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Chicago, IL

Tel.: (312) 293-8365
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Rob Stewart

Managing Director
Co-Head of U.S.

Mergers & Acquisitions
New York, NY

Tel.: (212) 702-1131
robertb.stewart@bmo.com

Eric Nicholson
Managing Director

Head of Middle Market
Mergers & Acquisitions
Minneapolis, MN

Tel.: (612) 904-5710
eric.nicholson@bmo.com

Gary Mattan
Managing Director
Head of International
Mergers & Acquisitions
Toronto, ON

Tel.: (416) 359-6425
gary.mattan@bmo.com

Cameron Hewes
Managing Director
Mergers & Acquisitions
Seattle, WA

Tel.: (206) 452-5569
cameron.hewes@bmo.com
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These materials are confidential and proprietary to, and may not be reproduced, disseminated or referred to, in whole or in part without the prior consent of BMO Capital
Markets (“‘BMO”). These materials have been prepared exclusively for the BMO client or potential client to which such materials are delivered and may not be used for any
purpose other than as authorized in writing by BMO. BMO assumes no responsibility for verification of the information in these materials, and no representation or
warranty is made as to the accuracy or completeness of such information. BMO assumes no obligation to correct or update these materials. These materials do not
contain all information that may be required to evaluate, and do not constitute a recommendation with respect to, any transaction or matter. Any recipient of these
materials should conduct its own independent analysis of the matters referred to herein.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A. (member FDIC),
Bank of Montreal Ireland p.l.c, and Bank of Montreal (China) Co. Ltd and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member FINRA and
SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member Investment Industry Regulatory Organization of Canada and Member Canadian Investor Protection Fund) in Canada
and Asia and BMO Capital Markets Limited (authorized and regulated by the Financial Conduct Authority) in Europe and Australia. “BMO Capital Markets” is a trademark
of Bank of Montreal, used under license.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.

™ Trademark of Bank of Montreal in the United States and Canada.

BMO does not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended to be used, and cannot be used or relied upon, for the
purposes of avoiding any tax penalties and (ii) may have been written in connection with the “promotion or marketing” of the transaction or matter described herein.
Accordingly, the recipient should seek advice based on its particular circumstances from an independent tax advisor.



