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At the 2018 Annual M&A Advisor Symposium in New York in November, an expert panel convened to
discuss M&A at the close of 2018.The Out IN Front Insights Panel was led by Brian Hwang, director of
corporate development at Intralinks, and included Jeremy Falendysz, director of UHY Advisors Corporate
Finance; Gregory Bedrosian, managing partner and CEO of Drake Star Partners; Mark Sirower, US leader—
M&A Strategy at Deloitte Consulting LLP; Jack Butler; CEO of Birch Lake Holdings; Bob Profusek, chair of
Global M&A Practice at Jones Day; and Chris Nuttall, managing partner at Laird Partners.

In this dynamic roundtable, our discussion centered on the following topics:
* Policy-driven factors in M&A
* The future of valuations
* The impact of rising interest rates
* Key issues in integrating companies

In this report, we discuss the insights and reflections of the M&A stalwarts who participated in the roundtable.
We hope the report is informative and proves to be valuable. As always, we encourage you to share with us your
thoughts and predictions for 2019 with us.
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David Fergusson
Editor-at-Large
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Introduction

Global M&A in the first nine months of 2018 set a record pace as companies sought to
strengthen themselves in a time of great innovative change. Consolidation was particularly
strong in the tech, energy, and healthcare sectors.

“We are seeing about 8,000 M&A deals this year on an annual basis, which is a double-
digit expansion in terms of volume from 2017," noted Brian Hwang, director of corporate
development for Intralinks.

But toward the end of 2018, rising interest rates and extreme stock market volatility may have
dampened possible M&A activity for the end of the year and into 2019.

These issues, as well as factors central to M&A, were discussed at the M&A Advisor Out IN
Front Panel in New York.

The panelists were as follows:
Brian Hwang, director of corporate development, Intralinks (moderator)
Jeremy Falendysz, director, UHY Advisors Corporate Finance
Gregory Bedrosian, managing partner & CEO, Drake Star Partners
Mark Sirower, U.S. Leader—M&A Strategy, Deloitte Consulting LLP
Jack Butler, CEO, Birch Lake Holdings
Bob Profusek, chair of Global M&A Practice, Jones Day
Chris Nuttall, managing partner, Laird Partners

Policy-Driven Factors Related To M&A

Protectionism and US tariffs imposed on China under President Trump are causing concem
for M&A professionals. Some US corporations operating in China are looking to move
operations overseas. ‘VWhat are the recommendations for clients in the current climate?”
Hwang asked.

“Protectionism is another manifestation of event risk;” said Jack Butler; the CEO of Birch Lake
Holdings."In the current wave of protectionism, whether it's US-centric or cross-border,
there are winners and losers, not just on a macro-country scale but on an industry scale

and a company scale. India is becoming a winner at the expense of China. A lot of people
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are beginning to source things out of China because of some of the tariff issues.
Event risk is what affects value, more often than not. It's the single leading thing that
becomes value destructive.”

“One of the ways to mitigate event risk is to think about diversifying the global
supply chain,’ said Chris Nuttall, a managing partner at Laird Partners.'There may be
issues with China, but there's a whole global supply chain that needs to be thought
through, and understanding it and optimizing it is a big issue for organizations.”

“In a global economy, countries are doing things in their self-interest, and companies
need to localize what they are doing, and the smallest things can have a significant
impact,” noted Bob Profusek, chair of Global M&A Practice at Jones Day and one of
the world's leading M&A and corporate governance lawyers."Local regulators take
advantage of a situation.”

Finance And Valuations
“Until recently we have seen an epic bull run,” Hwang of
Intralinks noted.

“Valuations today across most sectors are at near record
levels,” agreed Jeremy Falendysz, a director of UHY Advisors
Corporate Finance."Depending on the sector, we have
seen about eight years of multiple expansion. But recently,
we have seen a pullback in equity markets. In terms of
valuations, | don't think there's a big uptick from where

we are today. There's a lot of private capital chasing deals, a lot of cash in the
balance sheets. If you are a business owner; ‘let's wait a year’ has been a good
strategy historically, but that may be coming to an end.”

“Within privately owned businesses, certainly the last five-plus years, it has been a
great time to be a seller;’ said Greg Bedrosian, managing partner and CEO of Drake
Star Partners, whose firm focuses on tech, media, and communications.“What we're
seeing now is buyers are becoming more discerning. If they are doing due diligence
on the technology side, and they are not totally satisfied, they may pull back. Until
now, fear of missing out (FOMQO) may have led to some topness—there have been
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“Within privately owned
businesses, certainly the last
five-plus years, it has been a
great time to be a seller’”

- Greg Bedrosian

a number of transactions where big strategics and private equity firms have paid
substantial premiums because of that—a little bit of that is slowing down.The growth
trajectory did not work out as planned.”’

“Buyers are becoming more discerning, and they may be pulling out of an auction
if you're missing a quarter of growth,” Bedrosian observed.*They may hold back or
lower the offer. Quality companies, well placed and growing, will still receive full and
fair value, but companies below that elite echelon may have some challenges in the
ability to transact going into 2019."

“Merger waves correlate with rising stock markets, but volatile stock markets tend to
put the brakes on merger activity,” said Mark Sirower, US leader of M&A strategy at
Deloitte Consulting LLP and the author of The Synergy Trap.

“Mainly because of the way deals are structured over the last
several years—it has been a third all-stock, a third cash, and a
third hybrid—market volatility makes prospective stock deals
really uncertain,” Sirower said.

“Buyers are becoming more disciplined,” Nuttall said."With
migration to tech M&A over the last few years, companies
have been looking for crazy valuations. That has tempered a
bit recently. The cycle will tum. One of the trends I've seen is
the trend toward customer-based valuation. There is increasing
focus on taking customer behavior into account when thinking about valuation. That's
going to continue and drive fairer valuations.”

“There’s more cash around than any time in our history in corporates, funds and
private equity looking to be deployed,” said Jack Butler, CEO of Birch Lake Holdings.
“There’s lots of liquidity driving things. At our fund we look at stressed situations,
where we can buy things for value. There is no value when someone is paying a
fourteen multiple. One thing you can control is what you buy the asset at. And if you
do that on a disciplined basis, you give yourself a shot to control the other issues.”



“There’s more cash around
than any time in our history in
corporates, funds and private
equity looking to be deployed.”

Jack Butler
CEO
Birch Lake Holdings



“In M&A, one of the things we know about valuations is you need to understand the
growth value when you look at a company, you've got to know the trajectory that's
built into the price,” noted Sirower:*You have to understand what a premium means.
When you pay a premium, what exactly are you promising? You may be talking about
performance improvements way beyond what you've buitt into your model.You have
to communicate a plan. There's a big variance of returns in M&A.”

Nuttal added, "l think one of the factors that is driving valuations is the alternative
to M&A is share buyback; there is still a heatthy share buyback market. That's an
alternative use of money!’

Rising Interest Rates Affect M&A

“Tying into that, the cost of borrowing is rising,’ noted Hwang of Intralinks."We are at
4 and a quarter with some ceiling to move up.At what point are you starting to get
nervous that the Fed may be getting ahead of itself?” he asked.

“I' don't know that there is a specific number for interest rates,”
Falendysz said."But what recent observation tells us is there

is a lot of concern around interest rates and Fed movements.
We saw this as we passed 3 percent, and we are getting close
to 3 and a quarter As we bump up to additional thresholds
and rates, you will see a bit of a pause, whether you are on the
investing side or the selling side. Are we going to be able to
absorb this volatility?”

planning.”
- Mark Sirower

“We still are at historic lows,” he said."As long as we remain transparent about the
trajectory for the next couple of years, and we don't see a lot of changes in Fed policy,
| think the market will tend to absorb that patch of higher rates.”

Butler said,"There are probably ten to fifteen more interest rate hikes ahead of us
over the next several years, and it's going to take people to a place that people have
never been before in their professional years. All 'm saying is there will be this change
in terms of interest rate expense being a meaningful part of the use of cash going
forward that people will have to contend with.”
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"Post-merger Is the wrong
time to do pre-merger

Nuttall added, " "Even if interest rates do go up a bit, many project decisions are based
on IRs that are 10, |5, even 20 percent; there’s still quite a long way to go before it
will impact project decisions around mergers and acquisitions. | think interest rates will
have a much smaller effect”

Bedrosian commented,“There’s a transaction yesterday we were involved in, where
we put out a formal bid on the buy side representing a private equity firm, where
we revised our bid and advised them to revise downward. Part of it is the cost of
the capital, the equity and the debt. In a trickier market, when the cost of the debt
rises, lenders will add extra covenants; lenders will be tougher on how a business is
managed on a going-forward basis.”

Post-Merger Integration (PMI)

Given that the majority of mergers do fail, what are some of the key issues, structural
and operational, that integration teams have to focus on?

"Post-merger is the wrong time to do pre-merger planning,’
Sirower noted."So, when you bring a deal public, you have to
have a calendar and a phasing of activities. How are decisions
going to be communicated? Who is going to be involved? Set
expectations for the organization.You need an integration
management office and a business plan.Your valuation is your
business plan. It has your growth projections and your synergies.”

“The board has an accountability post-deal,” Nuttall said."A lot of PMI fails because
people don't think of M&A as an organizational change. They think about it as a deal, a
transaction. They don't think about what happens one year; three years, five years after
the deal. Sometimes you can integrate something and kill it

“So often, management compensation is not tied to the integration objectives,”
Butler said.”People act in their own interests, and you've got to have a much closer
alignment, not in an unfair way, not to penalize management, to reach the objectives.”
Sirower concurred,‘Executives have to have some skin in the game.”



Conclusion

Rising interest rates, available funds, capital markets and protectionism are some of
the key factors affecting M&A at the close of 2018.

“Anything that creates more uncertainty or volatility is not good for M&A,” Sirower
reinforced in our discussion.

“The two things that the federal government could deliver as an incentive to
businesses, a major corporate tax cut and deregulation, have occurred. Less
regulation is a good thing for corporate America. Neither will be changed or be
rolled back;” Butler said. However,"'protectionism in progress” creates further
uncertainty.

With the US Congress now divided between a Democrat-majority House and a
Republican-led Senate, M&A volatility could certainly extend through 2019.

And while the panelists agreed that company valuations are historically high, the
available investment capital that has to go to work could challenge all logical
convention.

The year ahead promises to be interesting and The M&A Advisor promises to be
‘Out IN Front’ bringing you the perspective of your peers with whom you are
leading the charge.




Video Interviews

To watch exclusive M&A Advisor interviews with these industry experts on
“Out In Front: The Task ForceAnalysis” click on the following images:

Gregory Bedrosian
Managing Partner & CEO
Drake Star Partners

Jack Butler
CEO
Birch Lake Holdings
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Jeremy Falendysz
Director
UHY Advisors Corporate Finance

Brian S. Hwang
Director of Corporate Development
Intralinks
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Chris Nuttall

Managing Partner
Laird Partners

Mark Sirower
U.S. Leader — M&A Strategy
Deloitte Consulting LLP


https://youtu.be/tb9KzOMYJoE
https://youtu.be/boINyZT3aXU
https://youtu.be/F0G41O5aDQI

Symposium Session Video

To watch the Keynote Conversation titled “Out In Front: The Task Force Analysis”
click on the image below:
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Managing Partner & CEO
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Jack Butler
CEO
Birch Lake Holdings

Jeremy Falendysz
Director

UHY Advisors Corporate Finance

Contributors’ Profiles

Gregory Bedrosian is Managing Partner & CEO of Drake Star Partners. Gregory is an award-winning, seasoned investment
banker and private equity investor whose experience spans both domestic and cross-border M&A and private equity
transactions across the US, Europe and emerging markets. Amongst his numerous honors, Gregory received the 2016 M&A
Advisor Leadership Award and is an M&A Advisor Hall of Fame inductee. Prior to the formation of Drake Star Partners,
Gregory was a co-founder of Renaissance Capital. Gregory began his career in the merchant banking department of Credit
Suisse First Boston in London. Gregory is a member of The Council on Foreign Relations and he is a regular speaker and
panelist at leading industry and academic forums. Gregory holds an MBA from Harvard Business School and a BS in Economics
from the Wharton School of the University of Pennsylvania.

Jack Butler is the CEO of Birch Lake Holdings. One of the most highly regarded dealmakers and thought leaders in the
restructuring, corporate reorganization and M&A communities, Jack has been credited as one of the principal architects of
restructuring solutions for dozens of companies across a diverse range of industries. He co-founded the corporate restructuring
practice at Skadden, Arps, Slate, Meagher & Flom LLP, where he was a practice leader for twenty-three years and previously
served on the executive leadership team at Hilco Global. Jack is a member of the M&A Advisor Hall of Fame and the
Turnaround, Restructuring and Distressed Investing Industry Hall of Fame. He is a recipient of the Ellis Island Medal of Honor:

In 2016, Jack received the Harvey R. Miller Outstanding Achievement Award for Service to the Restructuring Industry and he
and his family were honored with the Anti-Defamation League's Jerold S. Solovy Freedom Award. Jack received an A.B. from
Princeton University and a J.D. from the University of Michigan Law School.

Jeremy Falendysz is a Director of UHY Advisors Corporate Finance. Jeremy has extensive Wall Street and middle-market
investment banking experience, and is a FINRA licensed representative, having earned his Series/ and Series63 licenses.
Engagements include sell-side and buy-side M&A transactions for private/public enterprises and private equity funds, corporate
separations, equity/equity-related capital raises, as well as debt capital raises. His clients represent a cross-section of industries,
including automotive/transportation, consumer products, distribution, energy, food & beverage, healthcare and industrial
products. Prior to that, Jeremy spent over |0 years working on Wall Street, including as aVice President in Morgan Stanley's
investment banking division, as well as holding investment banking positions within UBS's M&A group and Deutsche Bank’s
energy group.
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Brian S. Hwang
Director of Corporate Development
Intralinks

Chris Nuttall

Managing Partner
Laird Partners

Bob Profusek
Chair of Global M&A Practice
Jones Day

<M

Mark Sirower
U.S. Leader — M&A Strategy
Deloitte Consulting LLP

Brian S. Hwang is a Director of Corporate Development at Intralinks. Brian joined Intralinks from RR Donnelley Global Capital
Markets where he primarily worked with clients in the Midwest and Northeast, consulting on initiatives related to disclosure
issues for SEC financial reporting, US Proxy compliance and transactional due diligence. Brian started his career with New
York City law firm Wachtell, Lipton, Rosen & Katz, where he was involved in the due diligence and execution of transactions,
valued at over $350 billion.

Chris Nuttall is Managing Partner at Laird Partners, providing Corporate, Strategy and M&A Advisory and leadership

for multi-national organizations seeking to accelerate business growth and achieve digital and business transformation by
leveraging strategic transactions. As Corporate Development Lead and Officer at QVC and Qurate Retail Group, Chris drove
transformational growth through M&A, strategic partnerships / joint ventures / alliances and investments at the intersection
of retail/lecommerce, media and technology worldwide. Chris has over 20 years of experience in M&A, global business and
market development, strategic partnering / JVs / alliances, strategy development and digital transformation. Prior to QVC,
Chris was a partner and leader in multiple international management consulting and advisory firms. Chris holds an MBA from
the University of California, Haas School of Business and MA and BA degrees from the University of Cambridge.

Bob Profusek is the Chair of Global M&A Practice at Jones Day. Bob is one of the world's leading M&A and corporate
governance lawyers. He has worked on hundreds of mergers, acquisitions, and buyouts and has advised many boards and director
committees on sensitive governance matters, including hostile takeover bids, proxy contests, shareholder activism, financial
restructurings, and executive compensation. Ranked in“Band |" in both the Chambers Global and Chambers USAguides, Bob is
described as “a very strategic thinker” who “is able to cut through the noise” and provides “a lot of gravitas in negotiations.” Bob
serves as lead independent director of two NYSE-listed companies. He also is a frequent speaker regarding corporate takeovers
and corporate governance, has authored numerous articles, has testified before Congress and the SEC about takeover and
compensation-related matters, and is a regular guest commentator on CNBC, CNN, Fox, and Bloomberg TV.

Mark Sirower is U.S Leader — M&A Strategy at Deloitte Consulting LLP and an Author of The Synergy Trap. Mark has more
than |7 years of experience advising corporate and private equity clients in growth strategy and innovation, M&A strategy and
process, target screening, commercial due diligence, valuation, investor relations, pre and post-close merger integration, and on
governance issues related to M&A decisions.
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About Intralinks

Intralinks

Intralinks is a leading financial technology provider for the global banking, deal making and capital markets communities. As
]NTR/\ pioneers of the virtual data room, Intralinks enables and secures the flow of information facilitating strategic initiatives such as
mergers and acquisitions, capital raising and investor reporting. In its 22-year history Intralinks has earned the trust and business
L] N KS of more than 99 percent of the Fortune 1000 and has executed over US$34.7 trillion worth of financial transactions on its
platform. For more information, visit www.intralinks.com.

About The M&A Advisor

The M&A Advisor
The M&A Advisor was founded in 1998 to offer insights and intelligence on M&A activities. Over the past twenty years we
m have established a premier network of M&A, Turnaround and Finance professionals. Today we have the privilege of presenting,

recognizing the achievements of and facilitating connections among between the industry’s top performers throughout the
THE M&A ADVISOR snans § 8 JRIOPP &

world with a comprehensive range of services. These include:

M&A Advisor Summits and Forums. Exclusive gatherings of global “thought leaders.”

M&A Market Intel. Comprehensive research, analysis and reporting on the industry.

M&A.TV. Reporting on the key industry events and interviewing the newsmakers.

M&A Advisor Awards. Recognizing and rewarding the excellence of the leading firms and professionals.
M&A Connects. Advanced business development for key influencers and decision makers.

M&A Deals. The global deal-making platform for M&A professionals.

M&A Links. The industry’s largest network of M&A, financing and turnaround professionals.

For additional information about The M&A Advisor's leadership services, contact Liuda Pisareva at Ipisareva@maadvisor.com.
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