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Inside this issue...

The electronic contract manufacturing services (ECMS) sector
saw lackluster equity performance throughout 2024, despite

a banner year for the broader S&P 500 market. Public equity
investor sentiments were mirrored by a lull in M&A activity.
ECMS equities outperformed public markets throughout the
first half of 2023, largely driven by gains in the medical device
segment, but have failed to keep up with the wider market bull
run since. Overall sentiment of industry participants continues
to be cautious or pessimistic, with 42% of participants
reporting declining profit margins — compared with 10%
reporting margin expansion, and 50% of participants citing
rising labor costs as a key factor.

ECMS M&A transaction volume in 2024 declined modestly
from 2023, decreasing 7% year-over-year. As large publicly
traded electronic contract manufacturers have seen steady
multiple expansion since 2022, middle market players have
faced increasing waves of competitive pressure around new
customer acquisition and bargaining power vis-a-vis suppliers.
As pressure mounts for middle market companies, some have
reached distress scenarios and have been acquired by larger
competitors, who have used their more stable balance sheets
to strengthen their market position. As economies of scale
continue to influence industry dynamics, intra-industry M&A
activity continues to be a viable option both for struggling
smaller players, as well as expansionary larger players in a
consolidating industry environment.

Despite optimistic public trading activity, lighter valuations

in the private lower middle market have discouraged smaller
players from seeking M&A transactions where not essential.
Lessening ECMS transaction volume in recent years can also
be attributed to a higher interest rate environment and larger
players continuing to tighten their belts following a flurry

of M&A investments in 2021, some of which left buyers
disinclined towards future M&A activity.

The Technology Design & Manufacturing Service (TDMS)
subvertical of the broader ECMS space has continued to
attract interest from buyers. Industry shifts toward Internet of
Things (IoT) connectivity has continued to drive demand for
TDMS company outputs, with larger ECMS players placing a
premium on TDMS companies given their specialized higher-
touch capabilities. TDMS sector stocks underperformed the
S&P 500 in 2024, rising 1.8% versus a 24.0% increase for the
broader market. Price to Earnings (“P/E") ratios were led by
the Healthcare / Life Sciences end market at 38.4x valuation
versus the broader TDMS Index valuation of 26.7x.

BDO Capital Advisors, LLC provides the following services:

» Sellside Advisory » Buyside Advisory

Please direct inquiries to:

VALENTINA MIDURA
Senior Managing Director
617-422-7593
vmidura@bdocap.com

» ESOP Advisory > Capital Raising

OLIVER BAVERSTAM
Senior Associate
617-817-1246
obaverstam@bdocap.com
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SECTOR M&A ACTIVITY

M&A Transaction Volume:
U.S. Electronic Contract

Manufacturing Services Industry
Commentary

> Activity in the U.S. ECMS

M&A market has cooled over the
past two years, coming out of a
solid 2022 and an especially robust
year in 2021, which saw the closing
of a glut of pent-up transactions,
stalled during 2020 due to COVID.
From 2018 to 2024, the average
annual transaction volume was 39.

» Total 2024 transaction volume
stood at 28 transactions, a 7%
decrease year-over-year.

Source: S&P Capital IQ
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EQUITY TRADING TRENDS

S&P 500 vs. Electronic Contract
Manufacturing Services Index

Commentary

» The ECMS Index gained

approximately 6% in 2024
compared to a gain of 24% in the
S&P 500.

Despite strong ECMS sector public
equity performance in 2021, driven
by margin expansions related to
global trade interruptions and
shortages of electronic goods,

the sector has overall lagged the
broader S&P 500 index from

2022 onwards.

As international trade has
normalized and heavy investments
in manufacturing capability have
come on-line, declining margins
have driven investor skepticism in
the sector.

Electronic Contract
Manufacturing Services Public

Trading Multiples

Commentary

> Poor stock performance and fears

of a recession put a damper on
trading multiples in 2022, with the
ECMS Index declining to 10.2x EV/
EBITDA. Multiples have continued
to rebound throughout 2023 and
2024, but remain shy of

2021 highs.

The average EV/EBITDA trading
multiple of 11.4x at 2024 yearend
represents a continued increase
from 2023, in line with broader
public equity multiple expansion.

2024 EV/EBITDA trading multiples
were led by the Healthcare / Life
Sciences end market at 17.9x.
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Source: S&P Capital IQ
Note: ECMS Index weighted by market capitalization
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EQUITY TRADING OVERVIEW

The ECMS industry has five distinct end markets including Automotive, Communications, Consumer, Healthcare / Life Sciences,
Industrial, and Aerospace & Defense. The ECMS Index has seen a 24 month decrease in revenue of (0.1%), driven by declines in the
Communications (-10.7%) and Industrial, Aerospace & Defense (-10.1%) end markets. Yearend 2024 EV/EBITDA multiples stood at
an average of 11.4x, led by Healthcare / Life Sciences (17.9x) and Consumer (12.8x). On a P/E basis, the Healthcare / Life Sciences end
market leads the broader Index at 38.4x versus 23.3x overall.

Key Trading Statistics
Average Change in Revenue Change in Stock Price
End Market Enterprise
Value ($mm) 12 mos. 24 mos. 3 mos. 12 mos. Revenue EBITDA

Automotive 22,061 (11%) 31% (4.6%) (22.7%) N 10.0x 12.2x
Communications 11,126 0.9% (10.7%) 8.5% 12.9% 0.8x 10.7x 21.5x
Consumer 15,166 2.2% (4.2%) 10.0% 9.0% 0.7x 12.8x 20.5x
Health

lealthcare / 12,825 7.9% 13.2% 6.6% 32.4% 3.7% 17.9x 38.4x
Life Sciences
Industrial,
Aerospace 1,553 (9.4%) (101%) 2.9% 13.7% 1.2x 10.4x 21.0x
& Defense
ECMS Index 12,865 1.6% (0.1%) 5.4% 10.9% 1.3x 11.4x 23.3x

Source: S&P Capital IQ

Public Company Sector Performance
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SECTOR SPOTLIGHT: TECHNOLOGY DESIGN & MANUFACTURING SERVICE COMPANIES

A notable sub-sector of the broader ECMS space is the Technology Design & Manufacturing Service (TDMS) vertical. In addition to
offering contract manufacturing services, these organizations often function as turnkey solution providers. TDMS companies assist
customers with all stages of the product lifecycle, including design & development, manufacturing, and aftermarket services.

TDMS companies have historically traded at a premium to the ECMS space, given the bespoke services they can provide customers.
By offering cutting edge design services, TDMS companies de-commoditize the typical outsourced manufacturing process. This
paves the way for stickier relationships with customers that are underpinned by innovation via design partnerships, rather than
manufacturing bandwidth and legacy product assembly.

M&A Transaction Volume:
U.S. Technology
Design & Manufacturing

Service Industry
Commentary

» Between 2018 and 2024,
approximately 59% of all ECMS
transactions were companies in the
TDMS vertical.

» TDMS transactions increased 13%
from 2023 to 2024 despite an
overall decrease in ECMS M&A, as
buyers have prioritized the more
specialized capabilities of smaller
TDMS competitors.

36
30 13%
23 ‘
19
18 17
15
2018 2019 2020 2021 2022 2023 2024

Source: S&P Capital 1Q




7

INDUSTRY INSIGHTS: ELECTRONIC CONTRACT MANUFACTURING SERVICES / Q4 2024 M&A MARKET UPDATE

SECTOR SPOTLIGHT: TECHNOLOGY DESIGN & MANUFACTURING SERVICE COMPANIES

S&P 500 vs. Technology Design
& Manufacturing Service
Companies Index

Commentary

>

TDMS equities rose approximately
2% in 2024 compared to a gain

of 24% in the S&P 500 during the
same period.

In 2024 the TDMS end markets
with the highest percentage share
price increases were Healthcare /
Life Sciences (+32%) and Industrial
(+21%) though these gains were
largely negated by losses in the
Automotive segment (-31%).

Gains in the TDMS index during Q4
2024 were driven by the Consumer
sector which rose +15% during that
time period.

Technology Design &
Manufacturing Service

Companies Index Multiples

Commentary

>

TDMS companies have historically
garnered higher valuations than
traditional ECMS providers due

to their value-added design
capabilities. From 2018 - 2024,

TDMS companies traded on average

0.6x higher than the broader
ECMS market.

The average EV/EBITDA trading
multiple as of December 2024
increased to 11.7x from 11.0x

in 2023, an increase of
approximately 7%.

2024 EV/EBITDA trading multiples
were led by the Healthcare / Life
Sciences end market at 17.9x.
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SECTOR SPOTLIGHT: TECHNOLOGY DESIGN & MANUFACTURING SERVICE COMPANIES

The TDMS Index is broken into five end markets including Automotive, Communications, Consumer, Healthcare / Life Sciences,
Industrial, and Aerospace & Defense. The TDMS Index has seen a 24 month increase in revenue of 1.8%, driven by the Healthcare /
Life Sciences (+13.1%) and Automotive (+12.6%) end markets with downturns in the Consumer segment (-16.5%). At yearend 2024,
TDMS EV/EBITDA multiples averaged 11.7x, led by the Healthcare / Life Sciences (17.9x) and Communications (11.9x) sectors. On a
P/E basis, the TDMS Index traded at 26.7x, led by the Healthcare / Life Sciences (38.4x) end market.

Equity Trading Statistics

Average Change in Revenue Change in Stock Price

End Market Enterprise
Value ($mm) 12 mos. 24 mos. 3 mos. 12 mos. Revenue EBITDA

Automotive 13,972 1 2% 12.6% 4 4% 30 9% 0.8x
Communications 10,461 (3.2%) (14.2%) 12.8% 201% 1.0x 11.9x 22.5x
Consumer 14,881 (11.9%) (16.5%) 14.7% 161% 0.8x 11.0x 22.3x
Health

tealthcare / 12,825 8.0% 131% 6.6% 32.4% 3.7x 17.9x 38.4x
Life Sciences
Industrial,
Aerospace 1,931 (9.4%) (11.4%) (2.5%) 21.5% 1.3x 10.5x 21.4x
& Defense
TDMS Index 10,529 (1.7%) 1.8% 7.4% 13.3% 1.5x 11.7x 26.7x

Source: S&P Capital IQ

Public Company Sector Performance
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ONE OF THE MOST ACTIVE ADVISORY NETWORKS IN THE WORLD
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BDO CAPITAL ADVISORS SERVICES

Sellside Advisory Buyside Advisory ESOP Advisory Capital Raising
» Company Sales » Valuation » Feasibility, Valuation » Debt
» Family Businesses » Structuring and Tax Analyses > Mezzanine
» Entrepreneur-Owned » Negotiation > ?slsisténce ‘fNith the » Equity
: election of an
(R:omPf‘:\m:s - » Acquisition Financing ESOP Trustee rary edwith
» Recapitalizations » Management Buyouts ) o ervices provided wit
Private Equity & Y > Capital Raising for the assistance of BDO
» Acquisition Search Leveraged ESOPs USA P.C
» Partial / Minority Sales ) ) P
» Benefit Plan Design
Corporate Carve-Outs and Analyses*
> Cross-BQrder » M&A Comparative
Transactions Analyses
» ESOPs

» Tax and Accounting™®

Plan Administration*

ABOUT BDO CAPITAL ADVISORS

BDO Capital Advisors, LLC, a wholly owned affiliate of BDO USA, P.C., is a leading middle market investment bank that focuses on
sell-side advisory, acquisition advisory, ESOP advisory, capital raising, special situations and board advisory services with offices
located throughout the United States. The firm has deep industry knowledge, extensive cross-border transaction experience and is
dedicated to providing superior execution services. The firm has broad industry experience and contacts having closed transactions
within the Manufacturing & Distribution; Consumer, Food & Retail; Healthcare & Life Sciences; Business Services; Energy & Natural
Resources; Technology, Media & Telecom; Architecture, Engineering & Construction; and Government Contracting sectors. Our
seasoned investment bankers have collectively advised on hundreds of transactions for a variety of clients including family-owned
businesses, entrepreneur-led companies, public corporations and leading private equity firms. Our professionals also draw upon
the full depth and breadth of BDO USA's national resources which include more than 75 offices and 12,000 professionals located
throughout the United States.

The firm has worldwide access to buyers, sellers and offshore investors via the Corporate Finance practices of BDO International
Limited’s network of independent member firms. BDO Global Corporate Finance firms operate in approximately 120 countries with
more than 2,500 professionals who can meet the investment banking needs of clients across the globe.

BDO Capital Advisors, LLC, a FINRA/SIPC member firm, is a separate legal entity and is an affiliated company of BDO USA, P.C., a
Virginia professional corporation. For more information please visit: www.bdocap.com.

This publication has been carefully prepared, but should be seen as general guidance only. You should not act upon the information
contained in this publication without obtaining specific professional advice. Please contact BDO Capital Advisors, LLC to discuss
these matters in the context of your particular circumstances. BDO accepts no responsibility for any loss incurred as a result of acting
on information in this publication.

© 2025 BDO Capital Advisors, LLC. All rights reserved. www.bdocap.com
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BDO CAPITALADVISORS SENIOR M&A PROFESSIONALS:

JASON FRANK
President &

Chief Compliance Officer
312-239-9196
jfrank@bdocap.com

PATRICK BISCEGLIA
Managing Director
804-401-4311
pbisceglia@bdocap.com

VALENTINA MIDURA
Senior Managing Director
617-422-7593
vmidura@bdocap.com

BILL SHIRY
Managing Director
312-233-1856
wshiry@bdocap.com

ANDY BEAN
Managing Director
415-397-7903
abean@bdocap.com

BLAKE HEAD

ESOP Advisory Group Head
& Managing Director
404-979-7122

bhead@bdocap.com

SCOTT LEACH
(t< ESOP Advisory
«',\ Managing Director
: 702-673-1205
scleach@bdocap.com

Our purpose is helping people thrive, every day. Together, we are focused on delivering
exceptional and sustainable outcomes and value for our people, our clients and our
communities. BDO is proud to be an ESOP company, reflecting a culture that puts people
first. BDO professionals provide assurance, tax and advisory services for a diverse range of
clients across the U.S. and in over 160 countries through our global organization.

BDO is the brand name for the BDO network and for each of the BDO Member Firms. BDO
USA, P.C., a Virginia professional corporation, is the U.S. member of BDO International
Limited, a UK company limited by guarantee, and forms part of the international BDO
network of independent member firms. For more information, please visit: www.bdo.com.

© 2025 BDO USA, P.C. All rights reserved.
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