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UusS Equity Market Overview

* The S&P500 has declined 26% since the
Dec 2021 peak

* The CAPE ratio is still 1.7x the long-term
median

Shiller CAPE Ratio

Source

The Shiller Cyclically Adjusted Price to Earnings ratio
compares prices of S&P500 stocks to their average
inflation-adjusted earnings over the prior ten years

Takeaways
- Valuations are coming back to earth
- Still significant downside risk

Wilshire 5000 Total Market Full Cap
Index/Gross Domestic Product
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Shaded areas indicate U.S. recessions. Sources: U.S. Bureau of Economic Analysis; Wilshire Associates

Source

The “Buffett indicator” compares the broad US equity
market index to US GDP

© 2022 Merrimack Group LLC

MERRIMACK GROUP 2


https://www.multpl.com/shiller-pe
https://fred.stlouisfed.org/graph/?g=qLC

US Federal Debt

The federal deficit is unsustainable — spending will need to be radically reduced, and/or taxes will
need to be radically increased

- The federal debt is $93k per man, woman and child in the US

US Federal Debt

Percentage of Gross Domestic Product
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Source: CBO, May 2022

Debt is projected to rise in
relation to GDP mainly
because of increasing
interest costs and growth in
spending for Medicare and
Social Security.
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The Construction Industry is Healthy

* Non-residential construction spending has returned to pre-pandemic levels —in nominal dollars

* The Architecture Billings Index declined slightly, but a greater concern is that only 36% of

responding architecture firms expect billings to increase in 2023, even with an average 7-month
backlog in September

US Non-Residential Construction Spending Architecture Billings Index
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Source: U.S. Census Bureau Source: The American Institute of Architects
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US Lighting Manufacturing

* Backlogs have risen dramatically due to supply chain challenges

US Lighting Manufacturing Trends
Seasonally Adjusted
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https://www.census.gov/econ/currentdata/dbsearch?program=M3&startYear=2000&endYear=2022&categories=35A&dataType=TI&geoLevel=US&adjusted=1&submit=GET+DATA&releaseScheduleId=

The M&A Market has Normalized

* The North American M&A market dropped below pre-pandemic levels.

North American M&A Activity
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US Private Equity Activity

* Private equity firms are accounting for an increasing share of M&A activity

* Most of the capital being invested today was raised in the last 3 years, and is less
susceptible to stock market volatility, relative to public companies
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Lighting Industry M&A Activity

* Lighting M&A activity has softened in 2022, in part due to a conspicuous absence of public
company buyers

US & Canadian Lighting Manufacturer M&A Activity Breakdown by Buyer Type

Jan 1, 2018 - Nov 1, 2022
Amerlux
iLOX
Lighten Up
Once
Sylvania Lighting Systems Public
The Luminaires Group

27%
Private
WhiteOptics

(PE/VC)
46%

ALP Thermoforming

Cree Lighting Products Fluence

Buyer Type

Private (PE/VC)

Building Robotics
Enlighted
Firefly
I0TA Engineering
J2 Innovations
Kenall
Lucid Design Group
Silver Spring Networks
Ketra
Phoenix
RemPhos Technologies
Simkar
Apogee & LUumiNEXT
EiKO
Luminaire LED

Sternberg Lighting
2018

Limelight
LocusLabs
Paramount Industries
Platformatics
Prima Lighting
Viscor
Environmental Lights

Beghelli Canada

Bright Light Systems Cooper Lighting
Delray Lighting Cree (LED business)
Fleco (Saylite) Focal Point
GE Current Edison Price
GE Lighting Electrix
LF lllumination Lamar
Lumenetics SPI
Lumenetix Chelsea Lighting
Lumium City 1IQ
Optic Arts Evolution Lighting
Senso iLight
V2 Lighting Group N EE]
Xeleum Verilux
2019 2020
Announcement Year

Innovative Growers
Luxx Lighitng
Osram Digital Systems
Rockpile
RP Lighting & Fans
Cimcon
Flex Lighting Solutions
FX Lighting
Topaz Lighting
Kelvix Lighting
Digital Lumens
Forum Lighting
HeathCo
Hubbell C&I Lighting
Myers Emergency
Precise LED
SoftForm Lighting
Teron Lighting
Universal Lighting Tech
VLT
YDesign Group
2021

Good Earth Lighting

As of November 1,2022

Private
27%
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Lighting Industry Consolidation Opportunity

* The lighting industry has become highly fragmented as a result of new entrants jumping on the

LED bandwagon

- The median revenue is S10m

* As LED technology matures, Merrimack anticipates a wave of industry consolidation

Distribution of Lighting Companies By Revenue

C&I Lighting Manufacturers Headquartered in US & Canada
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Exit Timing Considerations

* Merrimack’s M&A environment
indicators are generally positive

* Merrimack advises clients to consider
several intrinsic factors when timing an
exit

- Positive long-term revenue and EBITDA
trajectory (with covid allowances)

- Positive leading indicators (e.g. quote
activity, backlog)

- Attractive growth opportunities (e.g. new
products, new markets)

- Potential deal-breaking complications
(e.g. lawsuits, recalls, tax audits, loss of
key talent, loss of key customers)

- Management’s willingness and ability to
continue to run the business for a
transition period (6 months — 5 years)

- Facility lease duration

Merrimack Lighting Industry
M&A Environment Indicators

Construction Activity

Architecture Billings Index

Strategic Buyer Demand

Private Equity Demand

Interest Rates

Credit Availability

Stock Market

US Tax Environment

US Government Spending

Strong

>50
Moderating
Still solid
Increasing
Easy money
Bear market

Unsustainably low

S1T infrastructure
spending plan

© 2022 Merrimack Group LLC MERRIMACK GROUP

10



N\

MERRIMACK
GROUP

Contact Us
Ted Konnerth Geoff Ling
Managing Director Managing Director
Ted.Konnerth@Merrimack-Group.com Geoff.Ling@Merrimack-Group.com
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