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The electronic contract manufacturing services (ECMS)

sector has demonstrated continued momentum in 2024,
benefitting from stabilizing supply chains and resilient
consumption activity. Still, participants in the ECMS sector are
closely monitoring inflation trends which continue to impact
operations. For the remainder of the year, ECMS players expect
global shipping costs to continue to come down, labor markets
to improve moderately and material costs to stay flat.

Overall M&A transaction value year-to-date (YTD) through
Q2 2024 edged up compared to the same period in 2023,
benefiting from a high-level of mega deals ($1 billion+). In the
face of strong earnings and cautious market optimism, well-
capitalized investors, particularly corporates, continue to seek
quality assets resulting in healthy multiples and steady

deal flow.

While M&A activity in the broader market has weakened,
demand for ECMS solutions remains healthy driven by
industrial automation growth and the ECMS market’s high
level of fragmentation which continues to attract buyer
interest. U.S. ECMS transaction volume in TH 2024 saw an
increase of 15 percent compared to the same period in the
prior year, while total transaction value increased by 6 percent
(S&P Capital 1Q).

Strong ECMS transaction volume in recent years can be
credited in part to favorable domestic legislation, which has
the goal of incentivizing manufacturers to reshore production.

Specifically, the 2020 CARES Act authorized $100 million

to drive growth in domestic manufacturing of medical
technology, and the 2022 CHIPS Act designated $52 billion of
reshoring incentives for chip fabricators and suppliers. Over the
last twelve months (LTM) ending Q2 2024 the ECMS sector
stocks gained 9 percent versus 22 percent for the broader
market. ECMS companies specializing in Healthcare / Life
Sciences, Consumer and Communications end markets saw
outsized performance during the period. Average EV/EBITDA
multiples for ECMS public companies ticked up modestly to
11.2x during the LTM period ending Q2 2024, increasing from
111x in 2023. Public company trading EV/EBITDA multiples
were led by the Healthcare / Life Sciences end market with an
LTM multiple of 16.2x.

A notable sub-sector of the broader ECMS space is the
Technology Design & Manufacturing Service (TDMS) vertical.
In TH 2024, the TDMS sector gained 25 percent and 2 percent
in transaction volume and transaction value, respectively,
compared to the same period in the prior year. TDMS sector
stocks underperformed the S&P 500 over the LTM period
ending Q2 2024, losing 7 percent versus a 22 percent increase
for the broader market. Price to Earnings (“P/E") ratios were
led by the Healthcare / Life Sciences end market with 35.9x
versus the broader TDMS Index of 36.0x, according to S&P
Capital IQ.

BDO Capital Advisors, LLC provides the following services:

» Sell-Side Advisory » Acquisition Advisory
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CARLOS MEDINA
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mailto:vmidura%40bdocap.com?subject=
mailto:cmedina%40bdocap.com?subject=

3 INDUSTRY INSIGHTS: ELECTRONIC CONTRACT MANUFACTURING SERVICES / Q2 2024 M&A MARKET UPDATE

SECTOR M&A ACTIVITY

M&A Transaction
Volume: U.S. Electronic Contract
Manufacturing Services Industry

Commentary

P Activity in the U.S. ECMS M&A
market was relatively stable
from 2019 to 2023 except for the
substantial increase in 2021. The
2021 surge can largely be attributed
to the overhang of transactions
from the COVID-19 pandemic.
From 2019 to 2023, the average
annual transaction volume was 30.

» Transaction volume through 1H
2024 stood at 15 transactions, a 15
percent increase in volume from
TH 2023.

Source: S&P Capital 1Q

M&A Transaction Value ($M):
U.S. Electronic
Contract Manufacturing

Services Industry
Commentary

> Total reported deal value has
fluctuated year-over-year between
2019 and 2023, primarily driven by
a few outlier transactions.

> Total reported deal value in TH
2024 rose to $445 million from
$421 million in 1H 2023, or a
6 percent increase.

> Average announced transaction
value in TH 2024 was $64 million,
down approximately 20 percent
from the same period in the
prior year.

Source: S&P Capital 1Q
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EQUITY TRADING TRENDS

S&P 500 vs. Electronic Contract
Manufacturing Services Index

Commentary

>

The ECMS Index gained
aproximately 9 percent on an LTM
basis through 1TH 2024 compared to
a gain of approximately 22 percent
in the S&P 500 during the

same period.

ECMS sector equities continue to
benefit from legislative tailwinds
including the 2020 CARES Act and
the 2022 CHIPS Act, which together
apportioned several hundred
million dollars for investment in
domestic manufacturing and

chip production.

Precarious U.S. relations abroad
coupled with sporadic supply chain
disruption have re-ignited the
importance of domestic production
across all facets of manufacturing.

Electronic Contract
Manufacturing Services

Index 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 recovered in 2023 and
have continued the trend in the

LTM Q2 2024 period.

The average EV/EBITDA trading
multiple of 11.2x as of LTM Q2
2024 stayed nearly constant with
the 11.1x multiple in 2023.

LTM EV/EBITDA trading multiples
were led by the Healthcare / Life
Sciences end market at 16.2x.

Source: S&P Capital IQ
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EQUITY TRADING OVERVIEW

The ECMS industry has five distinct end markets including Automotive, Communications, Consumer, Healthcare / Life Sciences, and
Industrial, Aerospace & Defense. The ECMS Index has seen a 24 month increase in revenue of 4.9 percent, led by the Healthcare / Life
Sciences (16.0%) and Automotive (11.4%) end markets. LTM EV/EBITDA multiples are an average of 11.2x, led by Healthcare / Life
Sciences (16.2x) and Consumer (13.9x). On an LTM P/E basis, the Healthcare / Life Sciences end market leads the broader Index at
35.9x versus the Index at 30.1x.

Key Trading Statistics

Change in Revenue Change in Stock Price

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

Average

End Market

Automotive 23,985 0.6% 11.4% (3.3%) (10.8%) 2 11.1x 11.8x
Communications 9,804 (11.3%) (41%) 4.4% 7.9% 0.7x 10.0x 23.0x
Consumer 13,902 (9.8%) (5.3%) (12.3%) 10.6% 0.7x 13.9x 23.4x
Health
tealthcare / 10,761 4.5% 16.0% 17% 15.2% 3.6x 16.2x 35.9x
Life Sciences
Industrial,
Aerospace 1,419 (8.8%) 10.9% 5.8% 3.8% 11x 9.3x 20.6x
& Defense
ECMS Index 12,336 (3.9%) 4.9% (1.9%) 2.0% 1.2x 11.2x 30.1x
Source: S&P Capital IQ
Public Company Sector Performance
20.0x 40.0%
16.2x o
kY]
o a
o 15.0x 13.9x §
3 111x a
=
= 10.0x . S
2 10.0x ¢ 9.3x 10.0% %"
g . 2
2 . 5
> =]
2 <
0.0x -20.0%
Automotive Communications Consumer Healthcare/ Industrial,
Life Sciences Aerospace
& Defense

Source: S&P Capital 1Q LT™M EV/EB|TDA ‘ 12 Mos. % Change



6 INDUSTRY INSIGHTS: ELECTRONIC CONTRACT MANUFACTURING SERVICES / Q2 2024 M&A MARKET UPDATE

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.

The TDMS space can be considered quite lucrative, especially in the context of the legacy contract manufacturing business model. 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: 23
U.S. Technology
Design & Manufacturing

. 25%
Service Industry

Commentary
14

» Between 2019 and 1H 2024,
approximately 53 percent of all 10
ECMS transactions were companies 9 8
in the TDMS vertical.

» Transaction volume in TH 2024
stood at 10 transactions, a 25
percent increase in volume over
TH 2023.

2019 2020 2021 2022 2023 1H 2023 TH 2024
Source: S&P Capital 1Q

M&A Transaction Value: $1,757
U.S. Technology
Design & Manufacturing

Service Industry $1,487

Commentary

» Total reported TDMS deal value in
1TH 2024 increased to $400 million 29,
from $393 million, or 2 percent
more than TH 2023. $796

» Average announced transaction
value in TH 2024 was $80 million,

down 18 percent over the same $470 $460 $400
o . $393
period in the prior year.

> TDMS transaction value made up
90 percent of total reported deal
value in the ECMS sector in TH

2024, compared to 93 percent in
TH 2023.

2019 2020 2021 2022 2023 1H 2023 TH 2024

Source: S&P Capital IQ
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SECTOR SPOTLIGHT: TECHNOLOGY DESIGN & MANUFACTURING SERVICE COMPANIES

S&P 500 vs. Technology Design
& Manufacturing Service

Companies Index

Commentary

>

The TDMS Index lost approximately
7 percent on an LTM basis through
TH 2024 compared to a gain of
approximately 22 percent in the
S&P 500 during the same period.

Over the last twelve months, the
end markets with the highest
percentage stock increase were
Healthcare / Life Sciences (15
percent) and Industrial, Aerospace
& Defense (11 percent).

The slump in stock performance in
the last three months was primarily
driven by the Consumer

(-15 percent) and Automotive

(-10 percent) end markets.

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 2019 - 2022,
TDMS companies traded on average
1.0x higher than the broader

ECMS market.

The average EV/EBITDA trading
multiple as of LTM Q2 2024
decreased modestly to 10.6x
from 10.9x in 2023, a decrease of
approximately 3 percent.

LTM EV/EBITDA trading multiples
were led by the Healthcare / Life
Sciences end market at 16.2x.
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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, and
Industrial, Aerospace & Defense. The TDMS Index has seen a 24 month increase in revenue of 11.9%, led by the Automotive (23.4%),
Healthcare / Life Sciences (16.0%) and Industrial, Aerospace & Defense (9.2%) end markets. LTM EV/EBITDA multiples traded at an
average of 10.6x, led by Healthcare / Life Sciences (16.2x) and Communications (10.2x). On an LTM P/E basis, the TDMS Index traded
at 36.0x, led by the Healthcare / Life Sciences (35.9x) 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 15,538 51% 23.4% (101%) (24.7%)
Communications 8,643 (13.9%) 0.2% 6.7% 71% 0.8x 10.2x 24.0x
Consumer 11,315 (13.0%) (4.8%) (15.2%) 4.6% 0.5x 8.6x 23.7x
Health

lealthcare / 10,761 45% 16.0% 17% 15.2% 3.6x 16.2x 35.9x
Life Sciences
Industrial,
Aerospace 1,743 (10.2%) 9.2% 6.2% 11.2% 11x 9.2x 211x
& Defense
TDMS Index 9,542 (2.0%) 11.9% (3.5%) 0.7% 1.3x 10.6x 36.0x

Source: S&P Capital IQ

Public Company Sector Performance
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ONE OF THE MOST ACTIVE ADVISORY NETWORKS IN THE WORLD

Ranked #1 Global M&A Advisor in Pitchbook League Tables 2023

1,744
Deals in 2023

Select BDO Capital Transactions
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Served as exclusive financial
advisor to Enercon Technologies,
Inc. on an investment from EW
Healthcare Partners

Served as exclusive financial
advisor to Snap Lock Industries,
Inc. in its sale to Gerflor Group

Served as exclusive financial
advisor to Dutchland, Inc. in its
sale to Lindsay Precast, a portfolio
company of MiddleGround Capital
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Served as exclusive financial
advisor to Spiroflow in its sale to
May River Capital

Served as exclusive financial
advisor to Solatube International,
Incin its sale to Kingspan Light

& Air, LLC, a division of Kingspan
Group plc (ISE:KRX)
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U, CW Industrial
Partners

Served as exclusive financial
advisor to Safe-Way Garage Doors,
LLC in its sale to CW Industrial
Partners, LLC
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BDO's global M&A and Transaction Services teams completed 1,744 deals in 2023, cementing it as one of the most active financial
advisors globally. BDO also performed strongly in the 2023 PitchBook League Tables:

> #1 Global Financial Advisor » #1 USA Financial Advisor > #1 European Financial Advisor

BDO CAPITAL ADVISORS SERVICES

Sell-Side Advisory Acquisition Advisory ESOP Advisory Capital Raising
» Company Sales » Valuation > Feasibility, valuation » Debt
» Family Businesses » Structuring and tax analyses » Mezzanine
» Entrepreneur-Owned » Negotiation > Aslsistance ;Nith the » Equity
: selection of an

EomP.an':s - » Acquisition Financing ESOP Trustee

» Recapitalizations » Management Bu *Services provided with
_ ‘ youts . -
Private Equity o > Capital raising for the assistance of BDO
) T » Acquisition Search leveraged ESOPs USA. P.C

> Partial / Minority Sales P

> Benefit plan design

» Corporate Carve-Outs and analyses*

» Cross-Border
Transactions

» ESOPs

» M&A comparative
analyses

» 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.

© 2024 BDO Capital Advisors, LLC. All rights reserved. www.bdocap.com
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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.

© 2024 BDO USA, P.C. All rights reserved.
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