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Insights and Observations

Stout is pleased to present our Infrastructure & Industrial Services Industry
Update for the first half of 2024. Through our team’s ongoing dialogue with
top industry participants and analysis of subsector performance, we have
outlined key takeaways below.

The first half of 2024 (ending June 30) saw robust M&A activity and
performance by industry firms (year over year). This was driven by:

< Continued strong activity in engineering services from strategic and
hybrid (financial sponsor-owned firms), especially in the transportation
and water sectors

% Interest in the renewable/power sector (especially transmission &
distribution)

< Several exits of larger portfolio companies by financial sponsors

The second half of 2024 has started strong, with pitch activity and
discussions increasing compared to the second half of 2023 with strategic
and sponsor-owned companies. While activity for larger, A+ assets is
expected to remain robust, the second half could see a slight slowdown
compared to the first due to:

< The November election cycle, which tends to drive firms to market
either well before or after that period

< Anticipation around a potential Federal Reserve rate cut, which could
help spur industry starts

Looking forward to the first half of 2025, we believe the strong activity of the
first half of 2024 will repeat. Strategics continue to seek diversification and
growth, financial sponsors have significant dry powder to deploy, and
spending is projected to remain robust through the year.
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Macroeconomic Update

RECENT MACRO PERFORMANCE Unemployment and Consumer Confidence

i L. i (Percentage of unemployed persons in the U.S. labor force)
Desplte S|gn|ﬁcant market uncertalnty, the U.S. (Index of consumer sentiment; long-term average = 100)

economy has exhibited resilience, with major 14.8%
macroeconomic indicators stabilizing in 2023. The
unemployment rate remains low at 4.1%, with

consumer confidence above long-term averages. 100.4
Real U.S. GDP grew 5% and 3% in Q3 and Q4, ;‘25_‘1%
respectively, marking six consecutive quarters of 4.1%

growth dating back to Q2 of 2022.

Inflation has shown signs of cooling, largely due to
the Federal Reserve consistently raising interest
rates throughout 1H 2023, resulting in a federal
funds rate of 5.3%. This strategy, aimed at

. . . . i Source: Bureau of Labor Statistics; University of Michigan Consumer
economic stabilization, has significantly slowed in  confidence Report
2H 2023, however. Amid subdued U.S. inflation, Federal Funds Effective Rate
the 50 bps interest rate cut announced by the Fed
in Sept. 2024 should help spur industry starts. 5:3%
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The labor market remains relatively tight, as

attracting skilled workers continues to be a

challenge for industry incumbents. On the demand

side, market participants experienced slower than

expected demand in 2023, yet optimism prevails

for a more robust 2024. In the broader landscape, I R O N I I A 22
reshoring continues to be a focus given ongoing SENEN NN NN NN
geopolitical concerns. Source: Board of Govemors of the Federal Reserve System

Real GDP Growth and Inflation

(Annualized quarterly percentage change)
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Source: FRED Economic Data; Bureau of Economic Analysis
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Macroeconomic Update

CONSTRUCTION STARTS AND MATERIAL COST TRENDS

Total construction starts decreased by 4% from 2022 to 2023, as stricter lending standards and a tight
labor market have weighed on the construction industry. Non-building starts were the bright spot of
the year, boasting an increase of 16%, as government infrastructure spend continues to bolster the
sector. Conversely, non-residential and residential starts slipped by 8% and 13%, respectfully.

Crude oil prices have experienced a consistent decline since June 2022, as demand has faltered due
to further interest rate hikes and other macroeconomic factors. The construction materials PPI
remained largely consistent in 2023, with a marginal increase year over year.

Construction Starts ($ in billions)

$445 $447
$418 $411

$425

$406

2018A 2019A 2020A 2021A 2022A 2023A 2024E

== Residential Construction Starts ====Non-Residential Construction Starts ====Non-Building Starts

Source: Dodge Construction Network

Construction Materials Producer Price Index Versus Crude Oil Price

(LBY relative index price performance by type)
(Indexed to 100 as of 6/1/2018)

169.2
— 137.5
117.5
100.0
24.4
Jun-18 Jun-19 Jun-20 Jun-21 Jun-22 Jun-23 Jun-24

= PP| Construction Materials =\ T| Crude Oil Price

Source: U.S. Bureau of Labor Statistics; U.S. Energy Information Administration
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Public I&IS Company EBITDA Multiple Trends

INDUSTRY INDEXES

Engineering Services Industrial Contracting Services Infrastructure Services
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5-YEAR HISTORICAL ENTERPRISE VALUE / LTM EBITDA MULTIPLES

Engineering Services Industrial Contracting Services Infrastructure Services
5-Year A 2.6% 5-Year A 45.2% 5-Year A 67.2%
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1-YEAR HISTORICAL ENTERPRISE VALUE / LTM EBITDA MULTIPLES

Engineering Services Industrial Contracting Services Infrastructure Services
1-Year A (6.3%) 1-Year A (12.3%) 1-Year A 31.1%
' ya 15.7x
14.6x
13.5x

16.7x

11.7x
11.2x w’\,‘-_ P‘«Jrlr»

Jun-23  Jul-23  Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24

Source: S&P Capital IQ and Stout Proprietary Database
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Public I&IS Company Year-Over-Year Changes

All sectors experienced meaningful growth in market capitalization, enterprise value, and average
EBITDA. The Industrial and Infrastructure segments posted very strong increases in EV/ LTM EBITDA
margins and markets capitalization. EBITDA margins held for Engineering and increased for Industrial
and Infrastructure firms. This reflects a strong year for spending across infrastructure and industrial

markets, benefiting the sector as a whole.
Engineering Services Industrial Contracting Services

Average LTM EBITDA

Infrastructure Services

$536 $643 $448 $579 $207 $228
Jun-23 Jun-24 Jun-23 Jun-24 Jun-23 Jun-24

Average EV / LTM EBITDA

13.0x 13.8x
11.3x 10.7x -

Jun-23 Jun-24 Jun-23 Jun-24 Jun-23 Jun-24

Average Market Cap

i
$9,083 8,283 $2,831
Jun-23 Jun-24 Jun-23 Jun-24 Jun-23 Jun-24
Average Enterprise Value
$9,210 $3,338
Jun-23 Jun-24 Jun-23 Jun-24 Jun-23 Jun-24

LTM EBITDA Margin

I cngineering Services [ Industrial Contracting Services [ Infrastructure Services
8.5% 8.4%

8.6%
6.7%
4.8%
= -

Jun-23 Jun-24
Source: S&P Capital IQ and Stout Proprietary Database
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Transaction Highlights

ENGINEERING SERVICES

Date Target (Ownership) Subsector Acquiror (Ownership)
) . Engineering Research & Cognizant Technology Solutions Corp.
Jun-24 - Belcan Corporation Development (NasdaqGS:CTSH)
Jun-24 ASSET Engineering Power Engineering & Consulting Qualus Corporation (New Mountain Capital)
Jun-24  Consor Holdings LLC Transportation and Infrastructure .., Mountain Capital, LLC
Engineering & Consulting
May-24 McGranahan Architects Educational Facilities Architecture PBK Architects, Inc. (DC Capital)
May-24 Creighton Manning Engineering LLP Civil Engineering GAI Consultants (Comvest Partners)
May-24 Verdantas LLC (Round Table Capital EnV|.ronm.entaI Smencq Sterling Investment Partners
Management) Engineering & Consulting
May-24  AKF Group LLC Mechanical, Electrical & WSP Global Inc.
Plumbing Engineering
. . . Bowman Consulting Group Ltd.
Apr-24 Surdex Geospatial / Engineering (NasdagGM:BWMN)
Mar-24 DEC Civil Engineering Civil Engineering Gannett Fleming
Feb-24 Rimkus Consulting Group Inc. Forensn_; Engineering & HGGC LLC
Consulting
Feb-24 AE Engineering Civil Engineering WSB & Associates (GHK Capital Partners)
Jan-24 Bermello Ajamil & Partners élrac:r:ciizture, Engineering & Woolpert, Inc. (MSD Partners)
Jan-24 McLean Engineering Utilities Engineering & Consulting Osmose Utility Services, Inc. (EQT)
Jan-24 CHW Professional Consultants Englnegrlng & Infrastructure NV5 Global, Inc.
Consulting
Jan24  HR Green Inc. Infrastructure Design, CIVC Partners, L.P.
Engineering & Consulting
. . Infrastructure Design, .
Jan-24 CHA Consulting (First Reserve) Engineering & Consulting H.L.G. Capital
Jan-24 Salas O'Brien (minority interest) Englpeerlng & Technical Blackstone
Services
Jan-24 MOREGroup (Godspeed Capital) Architecture & Engineering Wind Point Partners
Jan-24 Critigen LLC (dba Locana) Geospatial Services TRC (Warburg Pincus)
Jan-24 Bridge & Stream Engineering Water Resources Engineering Copley Equity Partners, LLC

Source: S&P Capital IQ and Stout Proprietary Database
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Transaction Highlights

CONSTRUCTION AND INDUSTRIAL SERVICES

Date Target (Ownership) Subsector Acquiror (Ownership)
Jun-24 Lupini Construction Masonry Restoration Services Valcourt (Littlejohn Capital)
. Cooling Tower Maintenance, .
Jun-24 OBR Cooling Towers Repair & Inspections Copley Equity Partners
Jun-24 Kenqedy Mechanical, Ryan Plumbing & HVAC, P!umblng & Fire Safety NexCore (Trinity Hunt Partners)
Heating Contracting
Jun-24 Universal Refrigeration, Inc. HVAC Contracting CoolSys (Ares)
Jun-24 United Englneers & Constructors Inc. - Energy Construction Pike Corp.
Power Delivery Group
Jun-24 S| Mechanical HVAC & Plumbing Contracting PremiStar, LLC (Partners Group)
Jun-24 Infrastructure Services Group LLC Water Infrastruc.tgre. Inspection, AZUITIa Water Solutions (New Mountain
Repair & Rehabilitation Capital)
Jun-24 American Roadway Logistics Traffic Maintenance Services Monroe Street Partners
Jun-24 Site-Safe Products, LLC Traffic Maintenance Services Rqangfe Traffic Systems (Investcorp. &
Trilantic NA)
May-24 Baker Constructors nghway_& Site Development CW Matthews Contracting Co.
Contracting
May-24 TriplePoint MEP (Caymus Equity) Mechanical Services Stellex Capital Management
May-24 Lend Lgase Group - East Coast Construction Services Consigli Construction
Operations
May-24 GridHawk LLC Utility Infrastructure Services MidOcean Partners LLP
May-24 Acure.nllnspectlon, Inc. (American Inspgctlon and Maintenance Admiral Acquisition Ltd. (SPAC)
Securities LLC) Services
May-24  USA DeBusk LLC Industrial Cleaning & HIG Capital LLC
Maintenance
Apr-24 Oracle Elevator Holdco (L Squared Capital Elevator Maintenance & Repair Api Group Corp.
Partners)
Apr-24 HYLAN Utility Infrastructure Services Management - Brightwood
Construction Management .
Apr-24 P2S Inc. . Legence Holdings LLC (Blackstone)
Services
Apr-24 Greiner Industries, Inc. Steel Fabrication & Services IES Holdings (NasdaqGS:IESC)
Apr-24 Power Test Electrical Testing Services Shermco Industries (Gryphon Investors)

Source: S&P Capital IQ and Stout Proprietary Database
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Transaction Highlights

CONSTRUCTION AND INDUSTRIAL SERVICES

Date Target (Ownership) Subsector Acquiror (Ownership)

Mar-24 Kellermeyer Bergensons Services Facility Services KKR & Co., Ares Management Corp.,
(Cerberus) BlackRock

Mar-24 W-S Industrial Services Inc. Industrial & Mechanical Services g;‘;‘;{g? Industrial Service Group (Argosy

Mar-24 Carrier Global - Industrial Fire business Fire Safety Services Sentinel Capital Partners
Evergreen North America Industrial . . .

Feb-24 Services, Inc. (The Sterling Group) Environmental Services Quanta Services, Inc.

Feb-24 Mecon Inc. HVAC & Plumbing Services FirstCall Mechanical Group (SkyKnight

Capital)

Feb-24 SEAM Group LLC (Align Capital Partners) Electrical Maintenance Services ABB Ltd.

Feb-24 Pacific Northwest Environmental LLC Environmental Services Nonantum Capital Partners LLC

Jan-24 MIINC Mechanical Contractors Industrial & Commercial Services SubSplit Services, L.P.

Jan-24 Midwest Utility Services LLC Utility Construction Services TD&I Cable Maintenance Inc.

Jan-24 Eberhard Companies Commercial Roofing Services I:g;aa'ra;jmg:eizceanf orporation (Altas Partners;
Jan-24 Powerlink Electric Infrastructure & Utility Services ~ PirTano Construction (Rising Point Capital)
Jan-24 Entek Solutions HVAC Services PremiStar, LLC (Partners Group)

Jan-24 Best in Class Technology Services (BCTS) HVAC & Plumbing Services Investcorp

Jan-24 Able Machinery Movers (Satori Capital) Industrial Machinery Services MEI Rigging & Crating (Olympus Partners)

SJ&L General Contractor; Littlefield

Jan-24 Construction Company

Asphalt & Sitework Contracting  Construction Partners, Inc. (NASDAQ:ROAD)

Summit Industrial Construction (Stephens

Jan-24 Group)

Industrial Contracting Comfort Systems USA Inc. (NYSE:FIX)

Source: S&P Capital IQ and Stout Proprietary Database
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Stout I&IS Investment Banking Overview

ABOUT

For more than 30 years, Stout has exclusively focused on serving the unique M&A transaction
advisory needs of middle-market clients. Our firm is a trusted advisor to leading organizations due to
our deep industry knowledge, senior-level attention, process expertise, and relentless focus on
delivering unparalleled results.

The Stout Infrastructure & Industrial Services team has deep experience and expertise across
numerous industry subsectors, services, and end markets.

DEEP SUBSECTOR COVERAGE FOR MORE INFORMATION

Jim Owen

. . . Managing Director
Architecture & Engineering iowen%,)sﬁout_com

312.752.3334

Steve Rathbone
Managing Director

srathbone@stout.com
646.810.4366

Construction / Program Management

Construction / Property Technology
Nick Dreps
Director
ndreps@stout.com

Equipment Rental 713.221.5138

Jack Kedroski

Vice President
Equipment Services / Maintenance jkedroski@stout.com
312.237.4872

Luke Wallace
Analyst

Iwall tout.com
312.765.7256

General / Specialty Contracting

Specialty Craft Services

Utility Services

00006
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ABOUT STOUT INVESTMENT BANKING

Stout's Investment Banking group provides mergers and acquisitions (M&A) advisory, capital
market financing, and other financial advisory services to portfolio companies of private equity
firms, closely held or family-owned businesses, and divisions of large corporate parents. Learn
more about our Investment Banking services.

Stout is a trade name for Stout Risius Ross, LLC, Stout Advisors SA, Stout Bluepeak Asia Ltd,
Stout GmbH, MB e Associati S.r.I.,Stout Park Ltd, and Stout Capital, LLC, a FINRA-registered
broker-dealer and SIPC member firm. The term “Stout” refers to one or more of these legally
separate and independent advisory practices. Please see www.stout.com/about to learn more.
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