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What Just Happened?

OuT oF THE WOO0DS

What a long, strange trip it's been. While it's not certain that we're fully “out of the woods” in the

consumer market, the brush is definitely beginning to clear with evidence of greener pastures 2019 2021 2023
ahead. In the M&A market, the consumer is evidencing more stability, interest rates are no longer
rising (with some prospect of decline in the next 12 months) and dealmaking is showing signs of U.S. Personal Savings Rate 74% 11% 38%

life.

Since COVID-19 took the world by storm in early 2020, the ride in the consumer deal market has
been a wild one. At the outset of 2020, the cost of capital was low, supply chains stable, inflation Federal Funds Rate (*) 1.6% 0.08% 5.3%
in check and eCommerce predictably gaining a percentage point of retail share annually (in a
blissful pre-iOS 14 world). As the initial shock of COVID-19 passed, 2021 proved to be the most
robust M&A year on record. Avg. Shipping Container Cost @ $2,051 $10,023 $2,593

However, the frenzied pace of dealmaking in 2021 came under significant pressure as (i) the
wave of COVID demand that drove pull-forward in certain consumer subverticals began to
subside, (ii) the freight shortage and subsequent inventory bullwhip cycle kicked into gear, (iii) war Inflation Rate () 2.3% 7.0% 31%
and geopolitical instability took hold and (iv) inflation peaked at a 40 year high. The confluence of
post-COVID dynamics and general volatility in business trends led to a depressed consumer M&A
market over the last two years. After all, “if you are explaining, you're not selling,” and the eComm. Share of Retail Sales © 17.3% 22.2% 214%
challenges associated with both explaining year-over-year performance trends and producing
credible forecasts relegated most consumer businesses to the M&A sidelines.

It is no wonder that, as these pressures subside and yield to a more constructive macro outlook, increasingly optimistic consumer sentiment is emerging in 2024. With the inventory bullwhip cycle
having mostly played out by the end of 2022 (and year-over-year comps beginning to make intuitive sense again), coupled with subsiding inflationary pressures, an improving lending market and a
handful of encouraging recently announced consumer deals, business owners and financial sponsors are beginning to more actively assess M&A opportunities for their businesses. In fact, in the first
45 days of 2024, TM Capital has closed three consumer deals across the food, retail and home categories. In this edition of the TM Capital Consumer Retail Spotlight, we will examine in more detail
the challenges that business owners have faced over the last few years, and how buyers, sellers and investors are approaching the consumer world as we enter 2024.

WHEN YOU'RE EXPLAINING, YOU'RE NOT SELLING — AND THE LAST FEW YEARS HAVE LEFT CONSUMER BUSINESS OWNERS WITH LOTS TO EXPLAIN!
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The Freight Market's Wild Ride (and Recovery)

AVERAGE SHIPPING CONTAINER COSTS (CHINA TO WEST COAST) () (yan 19 ave 23)

SEASONALLY ADJUSTED RETAIL INVENTORY-TO-SALES RATIO @) 19— nov 23
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As consumer bank accounts benefited from unprecedented levels of fiscal stimulus (and low
interest rates), demand for certain product categories such as home and recreational goods
peaked, causing supply chains around the world to come undone.

£€ Improving supply chain trends
and leaner positions have
helped...return to a more
normalized planning / ordering /
buying timeline with greater
redictabilit

Analyst Research Note, Q2 2023
Telsey Advisory Group

The  Russia-Ukraine ~ war  further
exacerbated the issue. This continued
through much of 2022 as the cost of
shipping a 40-foot container across the
Atlantic skyrocketed from $2k up to $30k+
in some cases. And that was IF you could
get your hands on a committed container.

The second-order effect of this was that
retailers over-ordered going into the 2021
holiday season - hoping to fill their
shelves (or e-commerce warehouses) with
whatever they could get their hands on.
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Throughout this period, retailers ordering products in response to soaring demand
were unable to receive them in time for key seasonal periods (and thus began the

bullwhip cycle).

Brands and retailers were squeezed on
both ends — unable to fully capture demand
due to stock outs and extremely pressured
on margins for products they could procure
due to extraordinary freight costs.

As companies finally received goods in
early to mid 2022, it was too late, and the
inventory bloat had begun. Retailers
struggled to close out of large inventory
positions as they moved into the back half
of 2022. As evidenced in the chart above —
the retail inventory-to-sales ratio is
normalizing to pre-pandemic levels.

£€ The supply chain is in a good
place with freight costs,
shipping times and
performance significantly better
than last year... 1)

Scott Lipesky, Q2 2023
CFO & COO, Abercrombie & Fitch

£ Our assessment s that the
inventory sales ratios are really
back to the pre-pandemic levels...

Matthew Shay, Q2 2023 ’ ’
CEO, NRF



Market Trends Reverting to Normal — and Where We Are Headed Next

FROM "FLAT IS THE NEW UP" TO RENEWING TAILWINDS

HISTORICAL & PROJECTED ECOMMERCE PENETRATION (V@) (1 19— nov 23

The biggest winners during the pandemic era became some of the most challenged
segments of the consumer landscape in the couple of years that followed. While
eCommerce penetration of overall retail sales is still elevated relative to pre-pandemic
levels, the pandemic era accelerations began to reveal themselves as pull-forwards of future
growth rather than a “new normal.”

Many consumer businesses, particularly those marketing discretionary items linked to home
or recreation, further benefitted from category related spikes in demand that, again, proved
to have been the result of a pull-forward effect. As a double whammy... the companies that
placed large orders to meet extraordinary demand in this challenged supply chain
environment were hit the hardest by inventory bloat when demand later faltered. Following
this “lived experience”, it is no wonder that one of the most oft heard phrases about 2023 at
the ICR Consumer Conference this January was “flat is the new up.”

With the aftereffects of these pull-forwards now receding further into the past, we believe
that businesses in these categories are slated to return to growth as headwinds convert
back to tailwinds driven by ordinary course long term growth trends.

HISTORICAL & PROJECTED U.S. FURNITURE MARKET Size ©)
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Volatile Comps Send Corporate Sentiment on a Roller Coaster

YoY % CHANGE IN RETAIL SALES (1)
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“Entering the third quarter, store floors and online are less
cluttered and easier to navigate. Content is fresh and
seasonally appropriate...which improves the omnichannel
shopping experience.”

7 40/ % of S&P 500 companies citing
0

“supply chain” on earnings calls

2020

OCT 2020
amazon
S
"l think some of the investment...are things that
we would have invested in over time, and
they're being matched by higher order
volumes.... So we pulled a bit forward from
2021" ®
AUG 2021
Walmart
“Customer behaviors changed during the
quarter as people were shopping with us
more in stores than online.”
‘ o N
2021 4
% of S&P 500 . o
# of ment f “digital
0 comparnies citing AUG 2020 tr:nsrlgirr;ft;?n? an(;gl )
r 42 AJ crae}lc:st\zgrz O:ezf;mg: 643 “digital acceleration” in
4 g L earnings calls reach an
2010 all-time high
TARGET

‘In terms of channel mix, we saw very
healthy growth...with store-originated
comparable sales growing 10.9% and
digital comp sales up nearly 200%.”

AUG 2021

Etsy

“...but the phenomenon we're
seeing is that we pulled forward a
lot of new buyers that we might
have acquired in future years on
a more linear basis.”

l " 2023

FEB 2022

L AglB oY

“Year-to-date, we've invested $83 million in
higher inventory levels to help protect
against supply chain disruptions and support
increased production and delivered sales.”

NOV 2022
HANES Brands Inc

“...In just 6 months, we've seen the

WILLIAMS-SONOMA

NOV 2023

“Selling margin...improved materially
over last year, driven by supply chain
efficiencies. Through our improved
execution and investment in supply
chain...our selling margins were 450
basis points higher than last year,
reflecting the full impact to our
profitability of the supply chain
tailwinds.”

consumer and retail landscape flip from
one with too much demand and not
enough supply to one with too much
supply and not enough demand”




Clarity in the Markets and Institutional Capital Dynamics to Drive Accelerating M&A

IMPROVED CLARITY ON PERFORMANCE TO DRIVE ACCELERATING M&A

CHALLENGING COMPS - YOY % CHANGE IN RETAIL SALES (!

As we enter 2024, this is the first time since the early months of 2020 that companies in the consumer sector
can walk away from a high-level monthly review of their y-0-y performance with a clear perspective of their
business’ health. In 2021, by contrast, businesses were “comping” past the lockdown period. In 2022,
businesses were struggling with supply chain, which unduly impacted normal seasonality trends. In the first half
of 2023, businesses were going up against 1H 2022, when inventory levels began to swell. Eventually, towards

the back of 2023, seasonality trends began to normalize.

What does this all mean for buyers, sellers and investors in today’s consumer market? We believe that this
newfound clarity is likely to usher in a period where consumer businesses are comfortable testing the M&A
market again. We are already seeing significant evidence of this in our own practice.
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DRY POWDER & DRIVE FOR LIQUIDITY LIKELY TO DRIVE TRANSACTION ACTIVITY

Median PE Portfolio Company Hold Periods
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PRIVATE EQUITY DRY POWDER RISES TO AN ALL-TIME HIGH ©)

An abundance of capital remains on the sidelines waiting to be deployed — both in the hands of private equity
and strategic acquirers. As of December 2023, nearly $2.6 trillion raised by private equity firms still needs to be
invested — an unprecedented level of “dry powder.” 3 Furthermore, limited partners (LPs) are clamoring for
liquidity as private equity firms lagged with capital distributions over the past 18 months and median hold
periods reached an all-time high. As equity portfolio performance surged in 2023, LP allocations entering 2024
are disproportionately skewed, necessitating deal proceeds for portfolio rebalancing. If generating a few
realized gains (as LP’s are increasingly demanding) helps a GP raise a new fund, they are likely to determine
that realizing a lower return today is more valuable than betting on a higher upside exit in the future. We
believe that the (i) demand for liquidity on longer held investments, (i) record dry powder and (i) recovering
portfolio company performance will contribute to a substantial increase in M&A activity this coming year.

CAuTIOouS OPTIMISM
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While consumer credit card debt recently reached new peaks and consumer confidence decreased in

February after three consecutive months of gains, it is important to contextualize these data points within
broader economic trends. Factors such as low unemployment and manageable debt service ratios mitigate
some of these risks. Dana Peterson, Chief Economist at The Conference Board, noted in a recent release that
“more positive views of business conditions and...employment” are buoying consumers’ assessment, reflective
of “slower inflation, anticipation of lower interest rates ahead and generally favorable employment conditions.”
As private business owners gain a clearer sense of their own companies’ health and private equity firms
consider fundraising in a tougher environment with LPs demanding liquidity, both groups are more apt to
evaluate exits. These dynamics, paired with a record amount of capital that needs to be deployed, set the stage
for a busy year ahead.



Quality Over Quantity

SCARCITY VALUE GLOBAL M&A MARKET VALUE DOWN 15% (0 MeDIAN EV/EBITDA YTD Jun-23 %A - COrRP M&A ()

($ in trillions)

Global deal volume is down 44% from the 2021 peak yet

enterprise valuations in the consumer market have evidenced

resiliency in the face of inflation and increased financing

costs. How is this possible? Scarcity value. Headline M&A $41 540
statistics mask the attention that high quality, well-performing $3.6 $38 g6 Y sas $3.8
consumer assets have been receiving from strategic and
private equity buyers — particularly in the middle market.
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Consumer indices and the median EV / EBITDA for consumer
M&A deals have held up remarkably well. We are seeing
resiliency across categories in consumer this year, with
transactions including J.M. Smucker's acquisition of Hostess

(3%)
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(10%)

at over 17x EBITDA, L'Oreal's acquisition of Aesop for over (14%)
24x and toy brand Spin Master Corp's acquisition of Melissa Strateci o
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Select Market Transactions

Mar 2024
RESIDENT

ACQUIRED BY

A

ASHLEY

Feb 2024
T

A SUBSIDIARY OF

KEECO

A PORTFOLIO COMPANY OF
CENTRE LANE PARTNERS

ACQUIRED BY
K% Salt Creek Capital

Feb 2024
%
ROGAN’S
SHOES
ACQUIRED BY

SHOE
CARNIVAL

Resident Home is the #1 DTC  Pacific Coast Feather

mattress retailer in North
America, best known for its
Nectar & DreamCloud brands

Nov 2023

THE BODY SHOP.

ACQUIRED BY

AURLELIUS

The Body Shop sells
branded beauty and
personal care products
through its own stores
Aug 2023
Aesop.

ACQUIRED BY
LOREAL

Aesop manufactures
personal and cosmetic
products for self and home

Cushion manufactures
natural fill cushion inserts
Hostess®

$4,600
BRANDS
ACQUIRED BY @

L)
A

Nov 2023

THE LM.SMUCKER C2

Hostess Brands, Inc. is a
sweet snacks company with
brands including Twinkies,
Donettes and Voortman

Jul 2023
MATTRESSFI'R

ACQUIRED BY

TEMPUR+SEALY

Mattress Firm operates a
chain of retail stores selling
mattresses & accessories

Rogan’s Shoes is a footwear
retailer operating 28 stores

across WI, IL and MN

Nov 2023
Blue
Apron

ACQUIRED BY

b1

WONDER

Blue Apron is a meal
preparation kit delivery
company selling plans online

Jun 2023

A PORTFOLIO COMPANY OF

SUMMER STREET

CAPITAL PARTNER

ACQUIRED BY

NST

—
CAPITAL CORPORATION

Ira Green provides essential
non-combat products for
U.S. military personnel

TM CAPITAL
TRANSACTION

Feb 2024

ChapStick

ACQUIRED BY

Chapstick widely distributes
collections of branded lip
balms

$430

Oct 2023.7._\
A PORTFOLIO COMPANY OF
dHuRoN
HAS COMPLETED
A DEBT FINANCING WITH

L. Boathouse

TCK is the largest domestic
manufacturer of branded on-
field athletic socks

Feb 2023

MIMI'S RaCK St

ACQUIRED BY

FITLIFEg

Mimi's Rock markets and
distributes wellness products
through online channels

ENTERPRISE VALUE
($ IN MILLIONS)

Jan 2024 @

SPERRY &

ACQUIRED BY

quthentic

Sperry Top-Sider designs,
manufactures and sells
sailing / boating footwear

Oct 2023

ACQUIRED BY
&
Melissa & Doug

manufactures toy and
children’s products

Jan 2024 @

A PORTFOLIO COMPANY OF
B CP w

ACQUIRED BY

FENGATE

The Saco Foods platform
offers multiple shelf-stable
branded ingredients

Aug 2023
sovos bra nd

ACQUIRED BY

Sovos Brands sells brands
including Rao’s, noosa,
Birch Benders and Michael
Angelos

Dec 2022 “=guagi=
BROWNIE BRITTLE
A PORTFOLIO COMPANY OF
encoren
ACQUIRED BY
Hseondigupe
A PORTFOLIO COMPANY OF

Nov 2022“”Q

J

A PORTFOLIO COMPANY OF
FORT POINT
CAPITAL

ACQUIRED BY

£

Brownie Brittle produces
America's #1 brownie snack
brand

Sullivans is an omnichannel
retailer of a portfolio of
giftable items & home decor

‘ EBITDA MULTIPLE

Dec 2023
i $900
L COLOMBE ‘

ACQUIRED BY

Chobani

La Colombe Torrefaction
produces packaged coffee
and operates coffee shops

Aug 2023

ACQUIRED BY

Staple Street

Delaware Valley Floral Group
offers fresh flowers & supplies
to florists & supermarkets

Sep 2022
$630
Hero. ‘
ACQUIRED BY @
R

Hero Cosmetics
manufactures cosmetic
products for acne-prone skin



TM Capital’'s Consumer Practice Remains Highly Active

SELECTED TM CAPITAL TRANSACTIONS

Despite consumer M&A market headwinds over the last 18 months, TM Capital's consumer group has remained busy and closed three deals in the first 45 days of 2024 alone.

FEB 2024 @

A SUBSIDIARY OF

V
A
KEECO
A PORTFOLIO COMPANY OF
CENTRE LANE PARTNERS
HAS BEEN ACQUIRED BY

Ky Salt Creek Capital

0cT 2023

TCK

HAS COMPLETED
A FINANCING WITH

L. | Boathouse

JUN 2023
BCATLSEE

A PORTFOLIO COMPANY OF

IMH

.apital

HAS BEEN ACQUIRED BY

.
AN

SMITERNEE

Pacific Coast Feather Cushion is
a leading domestic manufacturer
of highly-engineered natural fill
cushion insert components to the
U.S. upholstered furniture
industry

TCK is the category leader in the
attractive team sports sock
market, which is underpinned by
resilient youth athletics
participation rates driving robust,
re-occurring demand

Carlisle Wide Plank Floors
designs, manufactures and sells
luxury hardwood wide plank
flooring, leveraging analytics and
a consultative sales team to
serve consumers and trade
professionals

Fes2o24
ROGAN’S
SHOES

HAS BEEN ACQUIRED BY

SHOE
CARNIVAL

AUG 2023
&
DVFG
HAS BEEN ACQUIRED BY

Staple Street

DEC 2022 ... s
BROWNIE BRITTLE
A PORTFOLIO COMPANY OF
encorert
HAS BEEN ACQUIRED BY

FsecoNineuge

A PORTFOLIO COMPANY OF
CAPVEST

Rogan’s Shoes complements its
consumer business with a high-
growth B2B safety footwear
program, outfitting “pro-sumer”
employees throughout the
Midwest with safety-compliant,
employer-funded work shoes —
on-site, in-store and online

Delaware Valley Floral Group's
extensive assortment of fresh cut
flowers benefits from predictable,
re-occurring demand from
holidays and lifecycle events
(weddings, baby showers,
funerals)

Brownie Brittle produces
America's #1 brownie snack
brand and appeals to enduring
consumer demand for
"permissible indulgences"

JAN 2024

A PORTFOLIO COMPANY OF

BCP kerd Coptal i

HAS BEEN ACQUIRED BY

FENGATE

JUN 2023

A PORTFOLIO COMPANY OF
T
HAS BEEN ACQUIRED BY

MAINST

CARITAL CORFPORATION

Nov2022 €V
J

A PORTFOLIO COMPANY OF

FORT POINT

CAPITAL

HAS BEEN ACQUIRED BY

The Saco Foods platform
includes multiple category
leading brands including
California Sun Dry, Dolci Frutta,
Saco Pantry, Solo Foods and
Hoosier Hill Farm

Ira Green provides essential non-
combat products (military
insignia, tactical gear and
commemorative products) to the
large captive market of U.S.
military personnel and their
families

Sullivans' portfolio of giftable
items and home decor benefits
from stable, re-occurring demand
driven by occasions and lifecycle
events



TM Capital Subsector Expertise

BROWNIE BRITTLE

HAS BEEN ACQUIRED BY

ecobupe

SOCKS SINCE 1961

A PORTFOLIO COMPANY OF

_/HURON

HAS COMPLETED A DEBT
FINANCING WITH

L' Boathouse

-
IE' CORE

A PORTFOLIO COMPANY OF
L')CAI’ITA L
HAS BEEN ACQUIRED BY
Ferearview

VERTIKAL

A SUBSIDIARY OF

Gift & Home

A PORTFOLIO COMPANY OF
CENTRE LANE PARTNERS
HAS BEEN ACQUIRED BY
Y Salt Creek Capital

ENGELMAN'S

=::BAKERY::
HAS BEEN ACQUIRED BY

ASHORELINL

== EQUITY PARTHERS

OOFOS

HAS COMPLETED A GROWTH
CAPITAL FUND ROUND

Pebble —>
Technology

A PORTFOLIO COMPANY OF

BN GRAYCLIFF /" SEASIDE
L5360

WoroarTrnERS

HAS BEEN ACQUIRED BY

) Oldcastle APG

A CRM COMPANY

HAS BEEN ACQUIRED BY

Staple Street

IN-STORE BAKERY DIVISION

HAS BEEN ACQUIRED BY

(S‘ara@-

cpap.com

HAS RECEIVED A STATEGIC
INVESTMENT FROM

CATHAYCAPITAL
YIEEE

MOTORSPORTS

HAS BEEN ACQUIRED BY

e

A PORTFOLIO COMPANY OF
@ CORTEC Group

Sullivans

HAS BEEN ACQUIRED BY

1944 ‘

HAS COMPLETED A
RECAPITALIZATION WITH

t‘
Riverside

RESIDENT

HAS COMPLETED A SERIES
OF STRATEGIC FINANCING
TRANSACTIONS

CRUISERS YACHTS

HAS BEEN ACQUIRED BY

HVE;
M“W: Viax

HAS BEEN ACQUIRED BY

STONEWALL
KITCHEN

HAS SOLD AN INTERNATIONAL
DIVISION

BIG BLANKET ©

HAS COMPLETED A
RECAPITALIZATION WITH

ALTACREST
CAPITAL

@Walpnlc Outdoors
S

HAS BEEN ACQUIRED BY

@ ARGOSY PrIvATE EQuITY

HAS COMPLETED A DEBT
RECAPITALIZATION WITH




TM Capital Consumer Team

ABOUT TM CAPITAL

Founded in 1989 and now part of Janney Montgomery Scott, TM Capital is the client-first investment banking team advising industry leading companies across North America and around the world,
In everything we do, our professionals share a relentless commitment to engineering extraordinary outcomes with an unmatched standard of client care. Over the last three decades, we have
completed more than 350 transactions with a combined value in excess of $25 billion. With offices in Atlanta, Boston and New York, our mission critical capabilities include: complex mergers and
acquisitions; debt and equity financings; minority and majority recapitalizations; restructurings; and board advisory services.TM Capital is also a founding member firm of Oaklins, the world’s most
experienced mid-market M&A advisor with 700 M&A professionals in 60 offices operating in the major financial centers around the world. For more information, please visit www.tmcapital.com.

To learn more about TM Capital and discuss our work with leading companies in the sector, please contact any of our team members below:

CONSUMER TEAM LEADERSHIP

CRAIG GIBSON PHIL KRIEGER JIM GRIEN KATIE KOHLI BRAD GOLDSTEIN
MANAGING DIRECTOR MANAGING DIRECTOR Vice CHAIRMAN & DIRECTOR VICE PRESIDENT
(617) 259-2204 (404) 995-6235 Co-HEAD OF TM CAPITAL (404) 995-6233 (404) 995-6248
cgibson@tmcapital.com PKRIEGER@TMCAPITAL.COM (404) 995-6235 KKOHLI@ TMCAPITAL.COM BGOLDSTEIN@TMCAPITAL.COM

JGRIEN@TMCAPITAL.COM

DISCLAIMER

The information and opinions in this report were prepared by TM Capital LLC (“TM’). The information herein is believed by TM to be reliable but TM makes no representation as to the accuracy or
completeness of such information. There is no guarantee that the views and opinions expressed in this communication will come to pass. TM may provide, may have provided or may seek to provide
advisory services in one or more companies mentioned herein. In addition, employees of TM may have purchased or may purchase securities in one or more companies mentioned in this report.
Opinions, estimates and analyses in this report constitute the current judgment of the author as of the date of this report. They do not necessarily reflect the opinions of TM and are subject to change
without notice. TM has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, estimate, forecast or
analysis set forth herein, changes or subsequently becomes inaccurate. This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an
offer to buy or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction.
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SUCCESS. REALIZED.

NEW YORK

641 Lexington Avenue
32N Floor
New York, NY 10022

212.809.1360 Office

BOSTON

201 Washington St
32" Floor
Boston, MA 02108

617.259.2200 Office

ATLANTA

1230 Peachtree Street NE
Suite 550
Atlanta, GA 30309

404.995.6230 Office
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