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5 Reasons Sellers Need a Quality of Earnings Report
Mercer Capital

M&A deal flow was sidelined for much of 2022 and 2023, but the economy’s
soft landing, stabilizing interest rates, and pent-up M&A demand are expected
to compel buyers and sellers to renew their efforts in 2024 and beyond. As
deal activity recovers, sellers need to be prepared to present their value
proposition in a compelling manner.

For many sellers, an independent Quality of Earnings (“QofE”") analysis and
report are vital to advancing and defending their asset's value in the
marketplace. And it can be critical to the ensuing due diligence processes
buyers apply to targets.

In this article, we review five reasons sellers benefit from a QofE report when
responding to an acquisition offer or in preparing to take their businesses to
market.

>> Click here to read the article

What to Look for in a Quality of Earnings Provider
Mercer Capital

The cost of corporate M&A failures is high for both buyers and sellers. These
high stakes mean that thorough and high-quality due diligence is critical. A
Quality of Earnings (or QofE) analysis is an essential component of
transaction diligence for both buyers and sellers.  Optimizing your
transaction diligence requires assembling the right team. In this article, we
discuss four things buyers and sellers should look for when evaluating
potential QofE providers.

>> Click here to read the article
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Syndicated Market Steps Up Leverage to Compete
with Direct Lenders
LevFin Insights

All is well that ends well in leverage finance. CreditSights reports that banks
are playing on direct lenders’ turf. The institutional market has begun
competing with private credit managers on one of the chief benefits they
offer: the capacity for higher leverage.

>> Click here to read the full article

The Private Equity Market Has Stalled — And
There’s No Easy Fix
Institutional Investor

Like some (or many) corners of the CRE industry, some or maybe much of
private equity is struggling with an exit strategy that would be helped by a
sharp drop in rates that would support M&A, IPOs and refinancings at lower
rates.

>> Click here to read the full article

Secondaries Had a Big 2023. This Year Could Be
Bigger

Institutional Investor

A potential overinvestment in illiquid assets by many institutional investors
with ongoing cash needs implies private equity secondaries are poised for
another big year even though IPOs and M&A are picking up somewhat.

>> Click here to read the full article

S&P Study Finds Addbacks Cloud EBITDA
Projections for Corporate Borrowers
PitchBook

For transactions originated during 2015-2020, 95% of companies failed to
meet their first-year EBITDA projections and around 55% missed earnings
projections by 33% or more in the two years following origination.

>> Click here to read the full article
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Market Snapshot

5/3/24 2/2/24

SOFR 5.31% 5.32%
2-Year UST 4.93% 4.30%
10-Year UST 4.61% 4.01%
BB Corp Bond Yield 6.39% 6.22%
B Corp Bond Yield 7.47% 7.56%
CCC and Lower Corp Bond Yield 13.61% 13.61%
S&P 500 5,128 4,959
NASDAQ 16,156 15,629
Russell 2000 2,036 1,963
Rolling Four Quarters 4Q23 3Q23
$10-$25M PE Deals 6.0x 5.9x
$25-$50M PE Deals 7.1x 7.0x
$50-$100M PE Deals 8.0x 8.0x
$100-$250M PE Deals 9.8x 9.1x
$250-$500M PE Deals 10.7x 11.2x
Number of Transactions 269 292
Quarter Only

Median Multiple-All Deals 7.5x 7.3x
Number of Transactions 57 60

5/3/23
4.81%
4.00%
3.46%
6.69%
8.61%

14.45%

4,091
12,025
1,739

4Q22
6.2x

7.2x
8.7x
9.3x
10.1x
331

6.9x
80

Qtr A YIY A
-1 bps 50 bps
63 bps 93 bps
60 bps 115 bps
17 bps -30 bps
-9 bps -114 bps
0 bps -84 bps
3.4% 25.4%
3.4% 34.4%
3.7% 17.0%
0.1x -0.2x
0.1x -0.1x
0.0x -0.7x
0.7x 0.5x
-0.5x 0.6x
-23 -62
0.2x 0.6x
-3 -23

Source: St. Louis Federal Reserve (FRED), S&P Global Market Intelligence, GF Data® (an ACG Company)

Mercer Capital's Recent Transactions

/=== of SouthTexas, Inc.

www.hose-etc.com

Corpus Christi, Texas

has formed a partnership with

TIDN / _

TECHNOLOGIES
Owings Mills, Maryland

Flexible
Solutions

Mercer Capital served as
financial advisor to
Hose of South Texas

— April 2024 —

Levo

Credit Union
Sioux Falls, SD

has announced it’s intent to acquire
a bank branch in Sioux City, lowa from

W HERITAGE BANK
vl

Employee Owned

Spicer, MN

Mercer Capital served as
financial advisor to Levo

— April 2024 —

WoRrLbwine
ELECTRIC CORPORATION

ROCHESTER, NY

has acquired

N
R~
o=
North American Electric

Hernando, MS

Mercer Capital served as
financial advisor
to North American Electric.

January 2024

>> Click here to see more transactions <<
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For more information or to discuss your needs in
confidence, please contact us.

L

N

Nicholas J. Heinz, ASA Timothy R. Lee, ASA Bryce Erickson, ASA, MRICS
901.322.9788 901.322.9740 214.468.8411
heinzn@mercercapital.com leet@mercercapital.com ericksonb@mercercapital.com

Jeff K. Davis, CFA Jay D. Wilson, Jr. John T. (Tripp) Crews, Ill, ABV

615.345.0250 CFA, ASA, CBA 901.322.9735
jeffdavis@mercercapital.com 469.778.5860 crewst@mercercapital.com

wilsonj@mercercapital.com

About Mercer Capital

About Mercer Capital Mercer Capital provides investment banking, transaction advisory,
and restructuring services to a broad range of public and private companies and financial
institutions.

We leverage our historical valuation and investment banking experience to help you
navigate a critical transaction, providing timely, accurate and reliable results. We have
significant experience advising boards of directors, management, trustees, and other
fiduciaries of middle-market public and private companies in a wide range of industries.

Transaction Advisory and Restructuring Services include:

« M&A Representation Services

e Fairness Opinions

« ESOP Advisory Services

e Quality of Earnings

» Bankruptcy and Restructuring Advisory
» Solvency Opinions

Learn More About Our Transaction Advisory Services >


https://cl.exct.net/?qs=ebbf05f3a912d067b27e3ec35f2c32b677981028015b255cf8296ea88f5e5808805e50c1f8fadfa999acead96bdb820a9ce85527a6d3b4eb
https://cl.exct.net/?qs=ebbf05f3a912d067b27e3ec35f2c32b677981028015b255cf8296ea88f5e5808805e50c1f8fadfa999acead96bdb820a9ce85527a6d3b4eb
https://cl.exct.net/?qs=ebbf05f3a912d067d86593f5e6aeddd2d9abe1caed4af25ed83bb7923dd48a5a505f403cf13bb82bb284da4dbac2aa85adb4672b7e4fa207
https://cl.exct.net/?qs=ebbf05f3a912d067d86593f5e6aeddd2d9abe1caed4af25ed83bb7923dd48a5a505f403cf13bb82bb284da4dbac2aa85adb4672b7e4fa207
https://cl.exct.net/?qs=ebbf05f3a912d06790791cc0f199b893f388a18bca9b36c9186a6570c99efe1aa99c5346c930fa5d18467591945d4623a666903228928df6
https://cl.exct.net/?qs=ebbf05f3a912d067b711cabbe429a8f1a68dc8cf84a52a06f49aa30c0001dd50a91f1b81ec6344fb192c71a5988b1405fed6579bb6bbf89b
https://mercercapital.com/article/5-reasons-sellers-need-a-quality-of-earnings-report/
https://cl.exct.net/?qs=ebbf05f3a912d067c29fc251fd062e76c9740c1e50f0bf14afb816b5c413d9a9a444d86586ff4e6c7060152bf04d5c3d0d964c5b65c5daf2
https://cl.exct.net/?qs=ebbf05f3a912d067c29fc251fd062e76c9740c1e50f0bf14afb816b5c413d9a9a444d86586ff4e6c7060152bf04d5c3d0d964c5b65c5daf2
https://cl.exct.net/?qs=ebbf05f3a912d067249806d34c862b4b1854562c33749469924ae17b9f30156554fd8e26be83e0fca63480caa62b78a69d7cb08d1d796bdb
https://cl.exct.net/?qs=ebbf05f3a912d067b75a739108070f5fc3af544085d80e60b45ac2592d8674551722e697b4fe488830d9e0a0bd26fd381d999dad6b8cc72f
https://mercercapital.com/article/what-to-look-for-in-a-quality-of-earnings-provider/
https://cl.exct.net/?qs=ebbf05f3a912d0678b8d6933123293c0eed8e0cf907ccddc5cb0b0e590e7306af3abfd72e1a5ef5b93976f84c703716d848e01960ea2997d
https://cl.exct.net/?qs=ebbf05f3a912d0678b8d6933123293c0eed8e0cf907ccddc5cb0b0e590e7306af3abfd72e1a5ef5b93976f84c703716d848e01960ea2997d
https://cl.exct.net/?qs=ebbf05f3a912d067a0c1bcce92fdd16c7e9b0ecfa51d0eeccb734dff1449a2ec15fc540dedf698a85e7b2dc4eaa893e717491e8231b4aa8f
https://cl.exct.net/?qs=ebbf05f3a912d067a0c1bcce92fdd16c7e9b0ecfa51d0eeccb734dff1449a2ec15fc540dedf698a85e7b2dc4eaa893e717491e8231b4aa8f
https://cl.exct.net/?qs=ebbf05f3a912d0670ec59c13283a7e2690f62f1a8518db40722e4b4bc289a5365f51e5d26ea7632f071a413c17a64d6aea55337ccf39a6e3
https://7180357.fs1.hubspotusercontent-na1.net/hubfs/7180357/LevFin%20Insights%20-%20Syndicated%20Market%20Steps%20Up%20Leverage%20to%20Compete%20with%20Direct%20Lenders.pdf?utm_campaign=CreditSights%20Connect%20Newsletter&utm_medium=email&_hsmi=297919612&_hsenc=p2ANqtz---9InLJYjqEvXqWBotkG8_DA9EOIje-PlWJSiwjUXQ66gvWed599c6wgUQX2iw77R5QTgIcdRK6zgrNfgufEO13tnI7OlRJa_XQmlg7LFEZiyBiqc&utm_content=297919612&utm_source=hs_email
https://cl.exct.net/?qs=ebbf05f3a912d06798977e937a72a04598d996c5baf9e2a7eb10aa69465e7ea8ef5d65e09b711b09c5e4314f1e3f12e2f2cf23dc14edb5bf
https://cl.exct.net/?qs=ebbf05f3a912d06798977e937a72a04598d996c5baf9e2a7eb10aa69465e7ea8ef5d65e09b711b09c5e4314f1e3f12e2f2cf23dc14edb5bf
https://cl.exct.net/?qs=ebbf05f3a912d067ae53cfce7e4d938674a7f91ed7e95d12a1eec0bb230db70ee268e138a5298dc1db7b3aac3fc9cb5b2f0564cbab732db4
https://cl.exct.net/?qs=ebbf05f3a912d067ae53cfce7e4d938674a7f91ed7e95d12a1eec0bb230db70ee268e138a5298dc1db7b3aac3fc9cb5b2f0564cbab732db4
https://cl.exct.net/?qs=ebbf05f3a912d06798eb6860ac487bf67230f99e53b2e954677b6d71d2138d6885cdf3f54769dc0377c21d2bc44dabe167a42bb15021888d
https://www.institutionalinvestor.com/article/2cztq2fsgr9ld7xpfghkw/corner-office/the-private-equity-market-has-stalled-and-theres-no-easy-fix?utm_medium=email&utm_campaign=Essential%20II%2003202024&utm_content=Essential%20II%2003202024+CID_61165045ab27c51b5f957f318b8074db&utm_source=CampaignMonitorEmail&utm_term=The%20Private%20Equity%20Market%20Has%20Stalled%20%20And%20Theres%20No%20Easy%20Fix
https://cl.exct.net/?qs=ebbf05f3a912d067e5a04c899ed4c2eb126087e49a6f8cd5f3f0b6e550c0f31d5fc5c5c6a15cd60482787ca6c4a8ff64be2d65ec610835d1
https://cl.exct.net/?qs=ebbf05f3a912d067e5a04c899ed4c2eb126087e49a6f8cd5f3f0b6e550c0f31d5fc5c5c6a15cd60482787ca6c4a8ff64be2d65ec610835d1
https://cl.exct.net/?qs=ebbf05f3a912d067e9709cfc5204f5b73a364a9b10a03e6fa08d19e0a2cb526c7d1996462efe3b3f597d397e95d54dbcb0964b4ae3002e0e
https://cl.exct.net/?qs=ebbf05f3a912d067e9709cfc5204f5b73a364a9b10a03e6fa08d19e0a2cb526c7d1996462efe3b3f597d397e95d54dbcb0964b4ae3002e0e
https://cl.exct.net/?qs=ebbf05f3a912d06764daa468b6cee120c3ce76c3d74447c204d46ba7960ad0e8aef00ae8996e85b0b3528808be4bc475401403944b52301b
https://www.institutionalinvestor.com/article/2d11dmv1491qkphdrsmio/portfolio/secondaries-had-a-big-2023-this-year-could-be-bigger?utm_medium=email&utm_campaign=Essential%20II%2003282024&utm_content=Essential%20II%2003282024+CID_6aaba2dff1fc6a128182d90e22932ea4&utm_source=CampaignMonitorEmail&utm_term=Secondaries%20Had%20a%20Big%202023%20This%20Year%20Could%20Be%20Bigger
https://cl.exct.net/?qs=ebbf05f3a912d067d44d559df573c06bf3b666a7bc1fa23239eefaf9af7042b589307cef85c49f463b86ed641ef5187dce4517cedbeeeb0c
https://cl.exct.net/?qs=ebbf05f3a912d067d44d559df573c06bf3b666a7bc1fa23239eefaf9af7042b589307cef85c49f463b86ed641ef5187dce4517cedbeeeb0c
https://cl.exct.net/?qs=ebbf05f3a912d06716a04dd2c7b1c246dcc947381dbc8088084ef38231a3a77d26c27e03d3114b103a4963e7f5c84060428f34e616fb71c8
https://cl.exct.net/?qs=ebbf05f3a912d06716a04dd2c7b1c246dcc947381dbc8088084ef38231a3a77d26c27e03d3114b103a4963e7f5c84060428f34e616fb71c8
https://cl.exct.net/?qs=ebbf05f3a912d06737b8dd20770f9ccaa8a625a6c2bf02f105012f60fedc70418fec388304bb535dafac945f4afd43368aca8021705082d1
https://pitchbook.com/news/articles/s-p-study-finds-addbacks-cloud-ebitda-projections-for-corporate-borrowers?utm_medium=newsletter&utm_source=credit_pitch&utm_campaign=LCD_News&utm_content=commentary&utm_term=&sourceType=NEWSLETTER
https://cl.exct.net/?qs=ebbf05f3a912d06778f0fb3370a93fd78f2b14c2ff04d2dd493e04c35481fb1bc32a288982d06b0ff4e3666580e4296131e849f53e009e12
https://cl.exct.net/?qs=ebbf05f3a912d06778f0fb3370a93fd78f2b14c2ff04d2dd493e04c35481fb1bc32a288982d06b0ff4e3666580e4296131e849f53e009e12
https://mercercapital.com/recent-representative-transactions/
https://cl.exct.net/?qs=ebbf05f3a912d067391d46ae1046af0474af4f636640a415c45d059011a160b8caef956c8e7a7710ea578ff51b3dfe6443acef55108bd4cd
https://cl.exct.net/?qs=ebbf05f3a912d067052351ddd5727b7c46d16d26a9605eff5e44657eb24b4e419aaec11870e6dde3d1f9e237628745c52dc0dc74663775b7
https://cl.exct.net/?qs=ebbf05f3a912d067052351ddd5727b7c46d16d26a9605eff5e44657eb24b4e419aaec11870e6dde3d1f9e237628745c52dc0dc74663775b7
https://cl.exct.net/?qs=ebbf05f3a912d067e99dc5eb34de7bda6820cc4a315c8e2176402f7b5339468dc0b7b1b9c50b4e107c2cffe1ac0e047da3dbc58a9e796e9d
https://view.exacttarget.com/?qs=40c1cb1f63dd77c26bc2bc30f13838bc2a291fade57bbea38189c4dc281e745feb2be1f950fd738ba45e6a891c4aab15652a035846a2f65b1a6c57f8c26f6618e3e9a5eedcdf0527
https://mercercapital.com/professional/nick-heinz/
https://mercercapital.com/professional/tim-lee/
https://mercercapital.com/professional/bryce-erickson/
https://mercercapital.com/professional/jeff-davis/
https://mercercapital.com/professional/jay-wilson/
https://mercercapital.com/professional/tripp-crews/
https://mercercapital.com/services/transaction-advisory-2/



