BDO CAPITAL ADVISORS, LLC

“Trusted Investment Bankers for the Middle Market"

INDUSTRY INSIGHTS: BUILDING

PRODUCTS & MATERIALS

Q2 2023 M&A Market Update

INSIDE THIS ISSUE...

This issue of the Building Products & Materials (BP&M) newsletter describes the
current state of the BP&M market and how high interest rates, high home prices,
and investor concern around a potential recession in the U.S. have driven an
unremarkable first quarter of M&A activity for the BP&M industry.

BDO Capital Advisors, LLC
provides the following services:

> Sell-Side Advisory Would-be homeowners are delaying home purchases due to higher mortgage rates,
» Acquisition Advisory leading to renovation and maintenance work taking priority for personal spending.
. . Investors have rewarded assets with exposure to the repair & renovation market
> Capital Raising . ) . . . . .
while expressing skepticism and increasing due diligence for companies focused on
> ESOP Advisory new residential construction.
» Board Advisory
b Special Situations Commercial construction starts remained strong through Q1 2023, setting a record

in February for construction put in place. Commercial construction tailwinds are due
in part to supply chain-related project delays during 2021 and 2022 that created a
Please direct inquiries to: significant backlog of ongoing work. There is uncertainty around sustainability of
the current level of activity once project backlogs return to a normalized level.

-
q Q { ' Private equity firms facing higher acquisition financing costs have become more

selective on BP&M assets, avoiding businesses that have been heavily impacted by
recent supply chain constraints and inflationary pressures since they have become
increasingly difficult to forecast and value. Strategic buyers in the BP&M space,
less impacted by rising interest rates, continue to pursue acquisitions as a path to
deploy excess cash and expand market share or vertically integrate.

ERIC HIGGINS
Managing Director
617-422-0904 (Direct)
ehiggins@bdocap.com

2022 U.S. BP&M M&A activity set records but slowed as the year ended given
lingering concerns over inflation, the higher cost of capital, and the unknown
severity of a potential economic recession. Despite current potential headwinds,
we expect U.S. BP&M M&A to remain active as lower valuations have made BP&M
acquisitions more attractive. For sellers, businesses experiencing growth and
achieving above-average EBITDA margins will likely continue to be in demand
and command premium valuations.
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ONE OF THE MOST ACTIVE ADVISORY NETWORKS IN THE WORLD

Ranked #1 Global Financial Advisor in FactSet League Tables 2022
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Served as exclusive financial
advisor to Tendon Systems LLC
in its sale to Commercial Metals
Company (NYSE: CMC)

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 Synergi, LLC in its sale to
Eureka Equity Partners
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CW Industrial
Partners

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

& Air, LLC, a division of Kingspan
Group plc (ISE:KRX)

Served as exclusive financial
advisor to Safe-Way Garage Doors,
LLC in its sale to CW Industrial
Partners, LLC

GCOASTAL

SHOWER DOORS

Served as exclusive financial
advisor to Coastal Industries, Inc.
in its sale to American Bath
Group, LLC
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ECONOMIC INDICATORS - U.S. RESIDENTIAL

NAHB Housing Market Index
(Builders Confidence)

Commentary

>

Since reaching a recent low of 31in
Dec-22, the National Association
of Home Builders (NAHB) Housing
Market Index (HMI) has rebounded
to 44 in Mar-23 as home builder
sentiment has moderately
improved in conjunction with
decreased concerns of a

severe recession.

The HMI has remained below
50 since Aug-22 as home price
affordability and rising interest
rates have negatively impacted
home builder sentiment.

National Housing Starts
('000s of units)

Commentary

>

After reaching a recent peak of
1,805k units in Apr-22, national
housing starts have slowed over
the last 12 months, reaching 1,420k
units in Mar-23.

Despite softening over the last 12
months, U.S. housing starts have
exceeded one million units in every
month since May-20.

Industry participants will be keeping
a close watch on housing starts
through the remainder of 2023

to see if recent trends are a short-
term setback or if they represent a
long-term plateauing of residential
construction in the U.S.

100 Index values greater than 50 indicate
a positive view by builders
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ECONOMIC INDICATORS - U.S. REMODELING

Leading Indicator of
Remodeling Activity

Commentary

>

According to the Leading Indicator
of Remodeling Activity (LIRA),
home improvement and repair
spending remained flat from Q422
to Q123 at $471 billion.

Remodeling activity is expected to
continue at record rates throughout
the majority of 2023, with the four-
quarter moving total projecting

to peak at a record high of $492
billion in Q323.

A combination of reduced home
sales coupled with general
economic concerns are driving
expectations for reduced
remodeling activity at the end of
2023 and beginning of 2024.

Remodeling Market Index

Commentary

>

Since NAHB & Westlake Royal
reworked the methodology of the
Remodeling Market Index (RMI)

in 2020, the index has highlighted
the strength in the U.S. remodeling
market over the last three years.

The RMI index reached a peak of 87
throughout the second half of 2021,
and has remained significantly

above 50 every quarter since Q220.

Remodeling continues to
outperform the broader
residential construction market as
homeowners continue to invest in
home improvements.

Homeowner Improvement and Repair Activity Four-Quarter Moving

Four-Quarter Moving Total ($B) Rate of Change
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Historical data through 2021 are Joint Center for Housing Studies (JCHS) estimates based on American Housing
Survey data. Historical estimates since 2021 are produced using the Leading Indicator of Remodeling Activity model
until new AHS data becomes available. Projections (P) are produced by the LIRA.

Source: Joint Center for Housing Studies

110 An index number of 50 or more indicates a higher share of
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ECONOMIC INDICATORS - U.S. NON-RESIDENTIAL

Non-Residential Construction
Put in Place

Commentary

>

Non-residential construction put in
place totaled $982 billion in Feb-
23, representing a 16.8% increase
over the same month a year ago
and a new monthly record in

the U.S.

Coming off a strong 2022, the

first few months of 2023 indicate
continuing bullish construction
activity in the non-residential
market as companies reorient back
to in-person business.

Non-residential construction put
in place has continued unabated

in the U.S. as improving labor

and supply chain dynamics have
enabled construction companies to
execute on existing projects more
efficiently and economically.

AlA Architectural Billings Index

Commentary

>

The American Institute of Architects’
(AIA's) monthly Architecture Billings Index
(ABI) is a leading economic indicator for
non-residential construction activity, with

a lead time of approximately 9-12 months.

Following a strong first nine months of
2022 for the index, Q422 saw monthly
readings below 50 as firm billings declined
across all regions of the country.

The index improved in Mar-23 to 50.4,
the first month since Sep-22 that showed
a month-over-month increase in billing
activity; however, industry participants
remained concerned about clients
committing to new projects due to
lingering uncertainty about interest rates
and inflation.
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SECTOR M&A ACTIVITY

Announced M&A 81
Transactions: U.S.
BP&M Industry

Commentary

60
» BP&M M&A announcements

declined in Q123, reaching the 52 54 o5 52 33

. 51 51
lowest since Q320. 47 47

» As Fed interest rate hikes have 44
accumulated over the past year,
debt financing has become a 34
significant hurdle for traditional 32
LBO deals.

» BP&M M&A activity indicates
additional caution and scrutiny 17
from investors in the sector due to
the potential impact from rising
interest rates, concerns surrounding
inflation, and fears of a
pending recession.

29
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Source: S&P Capital 1Q

Total M&A Transaction Value $11.8
($B): U.S. BP&M Industry $10.9

Commentary

» Total reported deal value of $2.1B in
Q123, a slight decline from Q422.

» The continued decline in larger $7.4
M&A deals reflects a broader ’ $71
market response to interest $6.6
rate hikes and a generally
cautious sentiment.

» The largest announced acquisition $4.5
in the BP&M industry in Q123 was $3.6
the $1.3B acquisition of Duro-Last $3.2 $3.0

by Holcim (SWX:HOLN). $2.4 §2.2

$0.9 $1.0

%05 504 $0.1
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Source: S&P Capital 1Q
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SECTOR VALUATION TRENDS

Median U.S. BP&M TEV/
EBITDA Multiples

Commentary

>

Public company multiples suggest
that investors expect stagnant or
declining EBITDA in 2023 across
Large Cap Building Products
companies and Building Materials
companies, with modest growth
in EBITDA expected for Mid-Cap
Building Products Companies.

Average company trading at 94%
of its 52-week high.

BP&M Equity Market
Performance v. S&P
500 Index

Commentary

>

BP&M stocks broke away from
the broader market in Q422 and
retained outperformance

into Q123.

The building products and materials
index decreased (1.7%) over the
twelve months ending March 31st
compared with a (9.3%) decline for
the broader S&P 500.

AAON, Inc. was the best performing
stock in the BP&M index, increasing
73.5% over the last twelve months.

Large Cap Building Products Mid-Cap Building Products Building Materials

Note: Constituents include large cap building products manufacturers, mid-cap building products manufacturers
and building materials manufacturers; multiples as of 3/31/23
Source: S&P Capital 1Q

—— BP&M Index
— S&P 500
-1.7%
~ '
' -9.3%

Mar-22 Jun-22 Sep-22 Dec-22 Mar-23

Note: BP&M Index represented by large cap building products manufacturers, mid-cap building products manufac-
turers and building materials manufacturers
Source: S&P Capital 1Q



BDO CAPITAL ADVISORS SERVICES

SELL-SIDE ADVISORY ACQUISITION ESOP ADVISORY CAPITAL RAISING
» Company Sales Alle > Feasibility, valuation » Debt
» Family Businesses Valuation and tax analyses » Mezzanine
> Entrepreneur-Owned » Structuring > Assistfamce with the > Equity
Companies » Negotiation selection of an
o o ) ) ESOP Trustee ) ) )
» Recapitalizations / » Acquisition Financing c ! - *Services provided with
. : ital raisi :
Private Equity » Management Buyouts - Gl ikl ol the assistance of BDO
VAP leveraged ESOPs USA. LLP
artia inority Sales I !
» Acquisition Search > Benefit plan design
Corporate Carve-Outs and analyses*
. Cross-quder > M&A comparative
Transactions analyses
> ESOPs

Tax and accounting*

» Plan administration*

BDO CAPITAL ADVISORS SENIOR PROFESSIONALS

ROBERT SNAPE
President
617-239-4177
bsnape@bdocap.com

BLAKE HEAD

Managing Director, ESOP
Advisory Group Head
404-979-7122
bhead@bdocap.com

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

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

ERIC HIGGINS
Managing Director
617-422-0904
ehiggins@bdocap.com

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

ABOUT BDO CAPITAL ADVISORS

BDO Capital Advisors, LLC, a wholly-owned affiliate of BDO USA, LLP, is a leading middle market investment bank that focuses on sell-side advisory, acquisition advisory, capital raising and board
advisory services with offices located throughout the United States. The firm has deep industry knowledge, extensive cross-border transaction experience and superior execution capabilities. The firm
has broad industry expertise and contacts having closed transactions within the Manufacturing & Distribution, Consumer, Food & Retail, Healthcare & Life Sciences, Business Services, Energy & Natural
Resources and Technology, Media & Telecom 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 70+
offices and more than 8,200 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's network of independent member firms. BDO International Corporate
Finance firms operate in approximately 120 countries with approximately 2,500 professionals who are able to meet the investment banking needs of clients across the globe.

BDO Capital Advisors, LLC is a separate legal entity and is an affiliated company of BDO USA, LLP, a Delaware limited liability partnership and national professional services firm. BDO Capital Advisors,
LLC is a FINRA/SIPC member firm. For more information please visit: www.bdocap.com

At BDO, our purpose is helping people thrive, every day. Together, we are focused on delivering exceptional and sustainable outcomes — for our people, our clients and our communities. Across the U.S.,
and in over 160 countries through our global organization, BDO professionals provide assurance, tax and advisory services for a diverse range of clients.

BDO is the brand name for the BDO network and for each of the BDO Member Firms. BDO USA, LLP, a Delaware limited liability partnership, 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. www.bdo.com

Material discussed in this publication is meant to provide general information and should not be acted on without professional advice tailored to your needs.

© 2023 BDO USA, LLP. All rights reserved..
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