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Sustained Increase in Deal Value and Volume

The opening quarter of 2010 included more than 1,700 middle
market transactions worth an estimated $30 billion. This represents
a pullback from the levels reached during the prior quarter, but a
sustained increase from the lows occurring during the first quarter
of 2009. The decline may be the result of the lull in activity
frequently following a year-end push to complete transactions.
Within today’s marketplace, there is pent-up demand for quality
assets following the recent flood of distressed transactions coming
to market. With strategic acquirors sitting on their largest cash
reserves in recent years, and private equity investors flush with
capital to be put to work before the looming end of finite fund lives,
heightened competition may drive an increase in activity and
valuations. Furthermore, the current curbs imposed on deal activity
by contrasting buyer and seller expectations should subside
through the remainder of the year as financial results recover from
the economic downturn.
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Credit Flow Resumes

The recent months have brought a welcomed reprieve from the
deep freeze engulfing the credit markets. During the first quarter
of 2010, total debt-to-EBITDA ratios for middle market LBO loans
increased to 4.3x from 3.3x in 2009. While the present ratio is
more than a full turn below the highs reached in 2007, it
represents substantial progress in terms of availability. Pricing
has also improved with LIBOR spreads narrowing to
approximately 550 basis points. Issuance of middle market LBO
loans during the most recent quarter, however, was at less than
15% of the highs reached during the boom of 2007. LBO loan
volume could pick up significantly in the coming months.
Transactions which capitalize on the recent improvement in the
lending markets are likely still in negotiations, but should come to
a close in the coming months.
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The End of the Great Cash Stash?

As economic conditions deteriorated and credit markets constricted,
businesses of all shapes and sizes went into cash hoarding modes.
Business leaders across the globe reigned in expenses and
trimmed workforces to help their companies weather one of the
most severe economic storms in recent memory. During the twelve
months ended December 31, 2009, cash held by the members of
the S&P 500 index increased by more than 30% to $960 billion. As
conditions have stabilized and signs of a recovery become more
widespread, shareholder activists have pressured CEOs and CFOs
to begin evaluating the best uses of this cash. Included for
consideration are share buybacks, dividends, and acquisitions.
With new avenues for growth top of mind in many boardrooms,
acquisitions are expected to be a popular means of deploying
capital. While a select number of these acquisitions will be large
corporate takeovers, a substantial amount of activity is expected to
flow down to the middle market.
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This newsletter is a periodic compilation of certain completed and announced merger and acquisition activity. Information contained in this newsletter should not be construed as a recommendation to sell or a
recommendation to buy any security. Any reference to or omission of any reference to any company in this newsletter shall not be construed as a recommendation to sell, buy or take any other action with
respect to any security of any such company. We are not soliciting any action with respect to any security or company based on this newsletter. This newsletter is published solely for the general information of
clients and friends of Deloitte Corporate Finance LLC. It does not take into account the particular investment objectives, financial situation, or needs of individual recipients. Certain transactions, including those
involving early stage companies, give rise to substantial risk and are not suitable for all investors. This newsletter is based on information that we consider reliable, but we do not represent that it is accurate or
complete, and it should not be relied upon as such. Prediction of future events is inherently subject to both known risks, uncertainties and other factors that may cause actual results to vary materially. We are
under no obligation to update the information contained in this newsletter. We and our affiliates and related entities, partners, principals, directors, and employees, including persons involved in the preparation or
issuance of this newsletter, may from time to time have “long” and “short” positions in, and buy or sell, the securities, or derivatives (including options) thereof, of companies mentioned herein. The companies
mentioned in this newsletter may be: (i) investment banking clients of Deloitte Corporate Finance LLC; or (i) clients of Deloitte Financial Advisory Services LLP and its related entities. The decision to include any
company for mention or discussion in this newsletter is wholly unrelated to any audit or other services that Deloitte Corporate Finance LLC may provide or to any audit services or any services that any of its
affiliates or related entities may provide to such company. No part of this newsletter may be copied or duplicated in any form by any means, or redistributed without the prior written consent of Deloitte Corporate
Finance, LLC.
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