SPECIALTY MANUFACTURING & SPECIALTY CHEMICALS

Q2 2019 Focus ON PLASTICS AND RUBBER PRODUCTS
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Plastics and rubber products M&A activity in 2018 remained strong, with large, strategic
transactions further consolidating the industry (i.e. LyondellBasell’s acquisition of A.
Schulman Inc and Amcor Ltd.’s acquisition of Bemis Co. Inc.), as well as smaller, more under
the radar strategic bolt-on acquisitions. This momentum is expected to carry over into 2019,
especially as the overall M&A environment remains favorable and strategic buyers
aggressively hunt for bolt-on acquisitions.

Oil pricing is a key market dynamic to watch in the overall chemical industry, including the
plastics and rubber segments. The effect of a recent modest increase in oil pricing on raw
material inputs is expected to affect margins for compounders and players in the middle of
the plastics and rubber products supply chain. Rubber products (including latex; rods,
tubes, and other products; conveyor belts; various types of transmission belts; various types
of pneumatic tires; gloves; gaskets; dock fenders) are included on the current USTR list of
goods affected by the Chinese tariffs.

Dry powder available to mid-market buyout funds remains robust (at over $300 billion) and
continues to create a demand-heavy M&A environment, with private equity firms eager to
put capital to work. The plastics and rubber segments continue to attract private equity
interest as the highly fragmented component, molding and compound manufacturers
represent aged opportunity for industry consolidation. Add-on acquisitions are a core pillar
to portfolio company growth, accelerating expansion into different end-markets and/or
geographies.
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PLASTICS & RUBBER PRODUCTS MANUFACTURING (2012-2018)
COMPILED PRIVATE EQUITY ACQUISITION DEAL DATA - BY YEAR

S in Millions Average # Deals
Year TEVS  Revenues$ MRV ERTDAMargin% TEV/Revs | TEV/EBITDA | Tracked
Growth %
2012 $29.4 $29.9 9.0% 18.6% 1.0x 5.6x 5
2013 $56.0 $49.2 4.4% 16.8% 1.1x 6.3 6
2014 $48.9 $54.3 9.1% 18.3% 1.1x 5.9x 11
2015 $27.5 $24.0 12.6% 17.5% 1.1x 6.3 11
2016 $64.7 $64.1 10.1% 17.0% 1.0x 5.8x 8
2017 $52.6 $44.2 8.5% 18.2% 1.2x 6.4x 7
2018 $46.6 $47.0 7.8% 13.9% 0.9 6.8 6
Total $47.4 $47.4 9.1% 17.4% 1.1x 6.0 81

PLASTICS & RUBBER PRODUCTS MANUFACTURING (2012-2018)
COMPILED PRIVATE EQUITY ACQUISITION DEAL DATA - BY DEAL SIZE

S in Millions Average # Deals
Year TEV $ Revenues $ TTIMReV  coiTDA Margin%  TEV/Revs | TEV/EBITDA | Tracked
Growth %
$10- $25 $18.8 $24.7 10.5% 15.3% 0.8x 5.4x 21
$25 - $50 $36.9 $43.8 7.8% 17.1% 1.0x 5.9x 18
$50 - $100 $67.5 $42.8 5.9% 23.1% 1.6x 7.2x 9
$100-$250  $137.1 $119.8 13.7% 16.2% 1.2¢ 7.8x 6
Total $46.1 $44.7 9.2% 17.3% 1.1x 6.1x 54

RUBBER PRODUCTS MANUFACTURING (2012-2018)
COMPILED PRIVATE EQUITY ACQUISITION DEAL DATA

$ in Millions Average # Deals
TTM Rev . Tracked
TEV Range TEV S Revenues $ EBITDA Margin %  TEV/Revs TEV / EBITDA racke
Growth %
$25 - $250 $82.5 $69.8 7.8% 18.8% 1.4x 7.4x 4

There are four reported transactions that identify as rubber product manufacturing, with enterprise values
falling between $25 million and $250 million. Deal multiples for these transactions are slightly higher than
the compiled plastics and rubber manufacturing companies, averaging at 7.4x EBITDA. This can be attributed
to industry and end-use factors, as well as the strong EBITDA margins (average 18.8%) demonstrated by
rubber product manufacturers. As the data above demonstrates, companies with smaller TEV experience
lower multiples, while companies with higher TEV typically experience larger multiples.

Source: GF Data
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2018 Rubber Products M&A: Minnesota Rubber & Plastics Case Study

Quadion, LLC d.b.a Minnesota Rubber & Plastics (“MR&P) is a provider of
Minnesota
Rubber& Plastics Molding and assembly of products made from elastomers and thermoplastics.
Jugdion LL The Company operates global engineering and manufacturing facilities. MR&P’s
deep materials science expertise offering full-service capabilities that range from engineering mission-critical
components to providing complete manufacturing solutions for technically demanding applications. MR&P
focuses on three core areas: automotive/transportation, water/beverage, and medical.

The Company was founded in 1945 and the a small, family-owned business experienced three generations of
leadership, transforming MR&P into a global corporation with 1,100 employees and nine facilities worldwide.
MR&P was acquired by Norwest Equity Partners (“NEP,” a local, Minneapolis-based private equity firm) in
2012 with the intention to continue global growth into China as well as the medical end-use markets. Over its
six year holding period, NEP invested significantly in the company to establish a strong foundation for further
growth. Investments include a $20 million upgrade to machinery and equipment, as well as building out
MR&P’s infrastructure. Additionally, under NEP’s direction, MR&P established its three core end markets (see
above) which were previously undefined and had overlapping processes and equipment. Under NEP’s
direction, the Company further enhanced its focus on the medical segment, which has quickly become
MR&P’s fastest growing segment.

NEP sold MR&P to KKR & Co. LP in late 2018, for an undisclosed deal value. In the competitive sell-side
process, KKR stood out above the other buyers based on the firm’s commitment to growing the business and
taking care of employees. KKR also brings a global reach and a strong network to assist MP&R’s growth, in
addition to resources and experience in executing strategic acquisitions.
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Carleton McKenna & Co. is a boutique, independent investment banking firm providing M&A Advisory, Capital Raise Advisory, and Strategic
and Financial Planning Advisory services. Our experienced professionals maintain a client-focused and entrepreneurial approach which
enables us to maximize outcomes by being creative for our clients. Our professionals have over six decades of experience partnering with
public and private companies led by strong, entrepreneurial management teams.
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