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An examination of Hilco Global today illuminates the unparalleled depth and breadth of our integrated services. Our
team has a unique understanding of tangible and intangible assets built upon decades of experience in providing both
healthy and distressed companies with creative solutions. We often support our recommendations with capital, sharing
both risk and reward. As principal or agent, we have completed billions of dollars of transactions, and are truly vested
in your success. Please contact Gary Epstein at +1 847 418 2712 or gepstein@hilcoglobal.com.
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North America / South America / Europe / Asia / Australia
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At PNC Business Credit,
we’ve demonstrated a
long-term track record
of reliability: more than 600 done deals in
the last three years, and nearly $30 billion in
commitments under management. Hundreds of
private equity groups turn to PNC Business Credit
to fuel growth. Many of them return to us, time
and time again, in all phases of the business cycle,
to secure the capital they need. From acquisitions
to turnarounds, we’re committed to getting the
deal done.
The PNC Financial Services Group, Inc. is one of
the largest, best capitalized and best regarded
financial services companies in the country
with more than $300 billion in assets and more
than 50,000 employees. PNC offers solutions to
businesses throughout the U.S. with expanded
reach in Canada and the U.K. For more than 160
years, PNC has navigated a steady course while
growing in size and service.

Fees & Closing Times

Introduction
Our Global PE Deal Multiples
& Trends Report, now in its
eighth edition, is a survey-driven
report that breaks down several
valuable metrics in the PE dealmaking landscape. We understand
how sensitive deal terms and
multiples are to the PE industry. As
such, the details of this report will
remain completely confidential,
will not be incorporated into the
PitchBook Platform and will be
used exclusively for aggregated
purposes in PitchBook’s reports.
Our latest survey covers global
transactions made in 2Q 2014, and
reveals some interesting trends.
Far fewer deals incorporated
transaction and monitoring fees
in the second quarter, reflecting
the efforts LPs have made to pare
back on those additional charges.
Less than a third of the transactions
surveyed included monitoring or
transaction fees. As recently as
4Q 2012, both fees were charged
in over half of transactions;
transaction fees in particular are
way down, from 90% in 1Q 2012 to
just 32% in 2Q 2014.
Elsewhere in the report is a
breakdown of debt and equity

levels, two of the more important
data points in the PE industry.
We weren’t surprised to see
senior debt command a big
portion of deal financing, given
the abundance of cheap credit
in the market. Like our previous
report, however, non-senior
debt continues to comprise a
small percentage of financing
in capital structures. Mezzanine
debt has been supplanted by
second lien debt, resulting in
a two-year low of 5% for the
average non-senior debt level.
Also of note is the increasing
percentage of deals that require
at least 20 weeks to close. 38%
of 2Q transactions took at least
that long. Given the meteoric
rise in that figure since 3Q 2013,
when only 8% took that long,
it’s likely that high valuations
are having an effect on closing
times, as GPs are conducting
more thorough due diligence
on their investments in a frothy
environment.
If you are interested in
participating in future editions of
the survey, please contact us at
research@pitchbook.com.
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Q&A: Hilco Global Discusses the Current
Deal-Making Environment
Q: According to this latest
Deal Terms survey, over 95% of
respondents anticipated revenue
increases in their investments in
the twelve months following their
transactions. In your view as a
valuation advisor, have you seen the
same amount of optimism around
earnings growth? And if so, what
are the main reasons behind the
optimism?
A: The Discounted Cash Flow
Method (“DCF”) is frequently used
by acquirers to estimate value of a
company based on a projection of
financial performance over future
periods of time. The projected
financial performance includes
analyses of revenue, expenses, capital
investment, residual value, capital
structure and required rates of return.
Since these acquirers are currently
paying elevated multiples, they better
have optimism around earnings
growth to justify the price they are
paying for their investments. Without
the optimism, the entire investment
thesis becomes challenged.

Valuations are obviously very
high right now, particularly in the
private equity market. Given that
Hilco looks very closely at the
factors behind those valuations
(earnings, assets, etc.), are you
concerned about historically high
valuations? Are the justifications
behind them reasonable?
The true value of a company is
what the market is willing to pay
for it. While current valuations
are high, there are market forces
driving these elevated prices.
If you are an active buyer
(strategic or financial) looking
for an attractive, well-performing
company in today’s marketplace,
get ready for an extremely
competitive process as sellers are
in complete control. Transactions
are being valued and, ultimately,
bid up to pre-recession multiples.
The greater the number of
interested parties in a competitive
sale process, the higher the
ultimate values realized.

Additionally, there are several other
factors contributing to the high
multiples and, therefore, the control
enjoyed by sellers:
1) There are too many deals being
marketed with “hair on them,” and too
few good quality companies for sale;
2) Equity sponsors have significant
dry powder that needs to be deployed
before their investors redeem. When a
strong transaction comes across their
desk, many sponsors are determined
to add it into their portfolio. Price
becomes a secondary factor in the
pursuit;
3) Financial institutions are being
pressured to start lending again. Thus,
debt facilities for these quality deals
are very competitively priced;
4) Strategic buyers have managed
their balance sheets effectively over
the last several years and are flush with
cash. When an attractive, synergistic
acquisition opportunity presents itself,
they are willing to pay a premium.

Hilco Global is an independent financial services company and the world’s preeminent authority
on helping businesses maximize the value of their assets. Hilco Global is considered a world class
company, having earned this reputation after decades of providing creative solutions for both
healthy and distressed businesses to yield the maximum value for every client. Hilco Global often
provides investment capital, demonstrating an ability and willingness to share risk and reward.
Today, Hilco Global has over 500 employees within a portfolio of twenty companies on 5 continents, all of which focus on asset valuation, asset
monetization, and advisory solutions. The full portfolio of Hilco companies provides a comprehensive suite of integrated strategic services
including valuation; acquisition and disposition; private equity investment; and, consultative services.
Having brought together a team of the best and brightest talent in the financial services sector, Hilco Global professionals serve as auctioneer,
sales agent, lender/bridge financier, or an investor in virtually every class of tangible and intangible asset on a corporation’s balance sheet,
including inventory, machinery and equipment, real estate, accounts receivable and intellectual property.
Hilco Global is proud to work on behalf of many recognized clients from around the world, including most recently serving as the agent in one of
the biggest turnaround transactions in the United States this year for Hostess Brands Inc., managing the disposition of their Real Estate, Industrial
Equipment, Intellectual Property and handling Physical Plant Asset Security. Hilco has literally conducted thousands of transactions throughout
the world representing virtually every asset category on the planet.
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Investment Multiples
The median EV/EBITDA multiple across all
transaction sizes has remained fairly constant.
At 6.3x, 2Q multiples were down slightly from the
previous quarter (7.3x), largely due to the outsized
influence of the $25 million to $250 million category.
For transactions over $250 million, the median EV/
EBITDA multiple shot up to 14.3x in 2Q from 10.2x in the
first quarter. That’s likely a quirk in the data, as multiples

have been otherwise steady going back to 2012.
Overall revenue multiples have oscillated between
1.0x and 1.3x over the past ten quarters. The median
in 2Q settled at 1.1x, down a notch from 1.4x in the first
quarter but in line with recent history. The one visible
downshift is seen in the median EV/TTM revenue
multiple for the $250 million+ range, which has declined
precipitously, from 2.8x in 1Q 2013 to 1.0x in 2Q 2014.

Median EV/EBITDA Multiples by Enterprise Value
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Median EV Revenue Multiple by
Enterprise Value
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Investment Multiples Definition
Investment multiples are calculated by dividing the enterprise value of the portfolio company by either the TTM EBITDA or the
TTM revenue at the time of the transaction.

5
P I TC H B O O K 3Q 2014 G LO B A L
P E D E A L M U LT I P L E S & T R E N D S

Hassle-Free
Speed to Market
Any Deal, Any Size

CHANGE YOUR EXPERIENCE
OF FINANCIAL PRINTING
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Revenue Change
Anticipated Revenue Change 12 Months
Following Deal

Revenue Change 12 Months Prior to Deal
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Over the past several quarters, GPs have targeted a
higher percentage of growing companies for their
investments. In 2Q, 79% of all acquired companies were
recording revenue increases in the twelve months prior
to the deal, including 33% which were seeing increases of
10% or higher. The latter figure is down significantly from
the first quarter, though that category (10% or higher)
hasn’t dipped below 30% since we began this survey.

Looking ahead, an overwhelming number of
respondents anticipate revenue increases in their
investments over the next twelve months. In all, 96% of
those surveyed expect to see increases, including 42%
that anticipate revenue boosts of at least 10%. Compared
to previous quarters, 42% is relatively low, especially
versus the 67% of respondents in 1Q that were eyeing
10%+ increases.

EV/Revenue Multiple by TTM Revenue
Change (2013 - 1Q 2014)

EV/Revenue Multiple by Anticipated NTM
Revenue Change (2013 - 1Q 2014)
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The above charts show the average and median EV/revenue multiples based on the company’s revenue change over the 12 months prior to
acquisition and the investor’s expectation for the company’s revenue change in the 12 months following acquisition.
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for getting the
deal done.

Access to capital makes the deal possible. Relationships get it done.
How does PNC Business Credit maximize your access to capital? Simple. We leverage our deep experience with mid-sized companies
and private equity groups to offer flexible capital solutions and demonstrate a strong commitment to get the deal done. It’s how we’ve
closed more than 600 deals in the past three years, and why we’re a leading provider of senior-secured financing throughout the U.S.,
with expanded reach to Canada and the U.K. For those seeking to add capacity, purchase a competitor or turn around an enterprise—
throughout a variety of industries and circumstances—it’s time to think PNC.

To learn more, visit pnc.com/donedeal
or contact PNC Business Credit at 800762-3369 or
louise.montville@pnc.com.

for the achiever in you®

PNC and “For the Achiever in You” are registered marks of the PNC Financial Services Group, Inc. (“PNC”). Deposits with PNC Bank Canada Branch are not insured by
the Canada Deposit Insurance Corporation. In Canada, bank deposit, treasury management and lending products and services, including PNC Business Credit
products, are provided through PNC Bank Canada Branch. Lending products and services, as well as certain other banking products and services, may require credit
approval. PNC Bank Canada Branch is the Canadian branch of PNC Bank, National Association. PNC Business Credit is the senior secured lending division of PNC
Bank, National Association (“PNC Bank”), and its subsidiaries, and is part of PNC. In the U.K., lending products are provided by PNC Financial Services UK Ltd., which
is an indirect wholly-owned subsidiary of PNC Bank. Lending products and services require credit approval.
*A portion of the funding provided by Steel City Capital Funding, a division of PNC Bank. Steel City Capital Funding provides cash flow-based senior debt, junior secured
and second lien loans for sponsored and non-sponsored transactions.
©2014 The PNC Financial Services Group, Inc. All rights reserved.

Debt & Equity Levels
Median Debt Levels

Median Debt Levels by Enterprise Value (1Q ’12 - 1Q ’14)
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Non-senior debt comprised a small portion of
transaction financing in 2Q. At 5%, it was the lowest
percentage we’ve recorded since 2Q 2012, and well below
the 20% we found in 4Q 2012. Because of the historically
cheap credit markets, investors have opted to incorporate
more senior debt into their deals, as the graph below
shows. On average, senior debt comprised 48% of 2Q
transaction financing, which is the highest percentage
we’ve recorded since we began this report series.

$250M+
Source: PitchBook

Source: PitchBook

Median debt levels have bounced between 55% and
63% over the past eight quarters. The first quarter was
something of an outlier at 55%, as the overall trend has
been in the high-50’s to low-60’s range. By enterprise
value, the median debt level didn’t differ much in 2Q from
the prior quarter, with the overall median matching 1Q at
58%. Unsurprisingly, larger transactions are incorporating
higher percentages of debt, with $250 million+ deals at
60% versus 58% for the overall median.

2014

Average Debt-to-Equity Breakdown
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Note: PitchBook receives varying levels of detail regarding the debt used in deals. Some of the charts on this page utilize a subset of our data that
contains additional details. In addition, some charts are displaying median debt levels while others show average debt levels. This explains any
discrepancies that may be noticed between the charts
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Fees & Closing Times
Transaction and monitoring fees have been two
of the more discussed aspects of PE deal-making
recently, as LPs have sought to negotiate away the
additional charges when making their commitments. The
graph to the bottom left suggests that the efforts have
worked, with the percentage of transactions charging
transaction fees (32%) and/or monitoring fees (29%)
at very low levels. Interestingly, for those GPs that do
charge fees, they seem to be increasing their monitoring
fees (as a percentage of EBITDA) while keeping
transaction fees fairly steady.

When looking at closing times, it’s hard to tie down
many firm, long-term trends in the data, which is
understandable given the different hurdles each deal
faces. One thing that does stand out, however, is the
number of deals taking over 20 weeks to close. We’ve
heard several anecdotes of GPs performing more
thorough due diligence in this environment, especially
considering how high valuations currently are; PEGs
are taking more time crossing t’s and dotting i’s before
signing the dotted line at the set price.

Median Transaction Fee as a % of Deal Size

Median Monitoring Fee as a % of EBITDA
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Transactions (count) by Weeks to Close
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