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 Uncertainty over the global economic outlook continues to affect buyer confidence and dampen
overall U.S. merger and acquisition activity, especially in the larger-size deal market. Middle
market and lower middle market deal activity ($10-$500 million deals) has been relatively
strong in 2012.
 Capital for public and private M&A transactions is abundant, available and inexpensive.
 The S&P 500 has $1.6 trillion of aggregate cash balances on hand. In response to slowing
organic growth prospects and low cost of capital, corporate acquirors are buying smaller
competitors or attractive niche businesses for cash.
 Private equity sponsors are increasing their investment activity. In Q3 of 2012 alone, U.S.
sponsors deployed $45 billion, up from $17.1 billion in Q2. Debt leverage levels are
approaching pre-recession highs (up to 5-6x cash flow), with average minimum equity
requirements below 40%. Borrowing terms offered by banks and the high yield bond market
are attractive. Adding further fuel to M&A activity, analysts estimate that private equity
sponsors have $1.0 trillion of unspent funds to deploy. Over $200 billion raised in 2007-2008
alone must be deployed in the next 12 months or returned to limited partners.
 Valuations being paid by both corporate acquirors and private equity sponsors are quite
favorable for quality businesses.
 Use of foreign earnings is encouraging cross-border acquisitions by U.S. companies.
 In the absence of Congressional action post-election, U.S. federal tax rates for capital gains are
scheduled to increase from the current 15% rate to 25% beginning on January 1, 2013.
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