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e —
Resilient Middle Market M&A Environment in 2026 Building Off of Momentum in 2025

The middle market M&A environment in Q1 2026 Global Middle Market M&A Activity by Quarter(.2
demonstrated continued resilience, building off steady

momentum established throughout 2025, with deal value  ¢600 14k
and volume remaining relatively flat through the first few
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and heightened diligence reflected a more cautious tone
among lenders and buyers.
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Core Middle Market® Multiples Remain Strong but Slightly Off Recent Highs

Median M&A EV/EBITDA Multiple by EV Size Bucket™ Despite short term contractions from market highs in 2024 due to
cheap debt becoming scarcer, middle market transaction multiples
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Market Update Key Takeaways

Financing Environment Is
Tightening, Increasing Lender
Selectivity and Diligence

Middle Market Volume Remains M/ Larger Deals Are Driving Overall M/
Stable as Valuations Normalize Market Value

PitchBook, Q1 2026 Global M&A Report.

’
2. Middle Market is defined as deals up to $1B in enterprise value.
BMO 3. Core middle market transactions are defined as businesses with enterprise values between $250M-$18.


https://pitchbook.brightspotcdn.com/fd/e6/f4efdf484b688274320b2de3a398/q1-2026-global-ma-report.pdf
https://pitchbook.brightspotcdn.com/fd/e6/f4efdf484b688274320b2de3a398/q1-2026-global-ma-report.pdf
https://pitchbook.brightspotcdn.com/fd/e6/f4efdf484b688274320b2de3a398/q1-2026-global-ma-report.pdf
https://pitchbook.brightspotcdn.com/fd/e6/f4efdf484b688274320b2de3a398/q1-2026-global-ma-report.pdf
https://pitchbook.brightspotcdn.com/fd/e6/f4efdf484b688274320b2de3a398/q1-2026-global-ma-report.pdf
https://pitchbook.brightspotcdn.com/fd/e6/f4efdf484b688274320b2de3a398/q1-2026-global-ma-report.pdf
https://pitchbook.brightspotcdn.com/fd/e6/f4efdf484b688274320b2de3a398/q1-2026-global-ma-report.pdf
https://pitchbook.brightspotcdn.com/fd/e6/f4efdf484b688274320b2de3a398/q1-2026-global-ma-report.pdf
https://pitchbook.brightspotcdn.com/fd/e6/f4efdf484b688274320b2de3a398/q1-2026-global-ma-report.pdf

Middle Market M&A Q2 2026

Quarterly M&A Spotlight: The Private Credit Crunch

Market Backdrop - Private credit, non-bank credit extended by specialized investment vehicles to middle market businesses,
emerged after the Global Financial Crisis as banks pulled back from middle-market lending due to increased requlatory
requirements and shifting risk appetite. Capital flooded into non-bank lenders, driving rapid AUM expansion from approximately
zero two decades ago to trillions today. Over time, the massive influx of capital, managers, and firms into the industry caused
lenders to compete by making loans with lower yields, narrower spreads, and reduced safety.

Private Credit Market Growth: Debt Fundraising Activity
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Current Macroeconomic Headwinds Faced by Private Credit and the Broader Market Alike

The macroeconomic backdrop has materially shifted as compared to prior private credit cycles...

Q2 2026 Macroeconomic Headwinds

)

% Longstanding Elevated Interest Rates oS Historically Low Consumer Confidence
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...driving increased selectivity amongst lenders, a decrease in lending volumes, and a lender pullback from Al-disrupted sectors
and consumer-exposed businesses, resulting in reduced credit availability

Persistent Margin Pressure

Policy Uncertainty

&

2026 Tightening - More recently, the market has begun to shift toward a more balanced and disciplined underwriting
environment, with lenders placing greater emphasis on credit quality, structure, and long-term performance. As of January 2026,
the U.S. private credit default rate has climbed to 5.8% for the last twelve months, the highest ever on record, but also
reflecting normalization following an extended period of minimal losses. Risks remain concentrated in highly leveraged, rate-
sensitive debt, particularly among software names and smaller borrowers, though lenders have used amendments and maturity
extensions to provide flexibility. Recently, Blue Owl Capital and KKR Credit experienced a tumultuous period (see following page
for charts) marked by losses and rising retail redemption rates. Driven by concerns over asset quality, higher-for-longer rates,
and negative sentiment around further losses, managers are being forced to gate withdrawals, sell assets, or tap liquidity
buffers, ultimately tightening capital deployment and amplifying liquidity stress across the broader credit markets.

BMO

Source(s): Bank for International Settlements, Pitchbook, Oaktree, Fitch Ratings, CNBC, Apollo.
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Private Credit Industry Stalwarts’ Stock Price vs. NAV / Share
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Al Is Reshaping Private Credit Risk - Investors have historically viewed software’s predictable, recurring revenue and high
margins as strong support for aggressive leverage and PIK structures. Accordingly, outstanding loans to SaaS firms increased
from almost $8 billion in 2015 to over $500 billion, or 19% of total direct loans by dollar volume. By late-2025, roughly one-
third of private credit funds had significant exposure to the Saa$ sector. Recent Al advancements have prompted pricing, margin,
and revenue visibility questions, leading to a broad Saa$ sector re-rating; however, the cause has been sentiment driven rather
than fundamentals driven. Investors have in-turn become more disciplined and selective, seeking to align capital allocation
more closely with long-term business fundamentals.

Direct Lending to Saa$ Firms Saas Valuations
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Middle Market M&A Q2 2026

The Private Credit Tightening Impact on Borrowers & Key Takeaways

Implications for Borrowers

Despite negative headlines, borrower-level fundamentals remain solid in aggregate, even among software companies, with
positive, albeit moderating, revenue growth, improving and stable margins, and strong EBITDA coverage

&

Strong Borrowers Still Increased Lender
Have Capital Access Diligence & Covenants
The market has shifted from “capital for Lenders’ posture has tightened as they
all” to “selective capital”, with access to conduct more diligence, implement
capital readily available for those with stronger covenants and documentation
strong, predictable cashflows, high protections, require higher spreads, and
visibility, and a defensive moat have increased pricing discipline
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Proactive Lender Insulation from Al Is
Engagement Is Critical a Necessity
In today’s tighter credit market, Although the full ramifications of Al are
lending is more relationship-driven, uncertain, companies are now expected to have
with story, transparency, and a gameplan to maintain their competitive moats
proactivity mattering as much as from Al displacement

fundamentals

Key Takeaways

Er The market is correcting for overexuberance Er Lenders are increasingly selective
Er Al is accelerating risk reassessment Er Investor sentiment is amplifying volatility
Er The M&A market remains active Er Capital is available for quality borrowers

Source(s): Deloitte, World Bank, U.S. News, Bloomberg, Partners Group, CreditSights, Proskauer Rose.

BMO
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Middle Market M&A

Q2 2026

BMO Deal Spotlight - Sale of Niigredient Solutions, a value-added nut-based ingredient

manufacturer, to Guardian Capital Partners

|
Nigredient Solutions
nugredlent

solutions
sale to

'.1“"3 GUARDIAN

CAPITAL PARTNERS

Guardian Capital Partners

BMO e Capital Markets

Exclusive Financial Advisor
March 2026

Transaction Highlights and Dynamics

Continued Company Outperformance

NUgredient continuously outperformed expectations throughout the
transaction, achieving strong earnings during diligence, driving increased
interest from buyers

Experienced Management Team

NUgredient possessed a strong management team that drove meaningful
growth over the past several years and was looking to continue scaling the
business with a new partner

Detailed Negotiations Support
Managed a complex negotiation dynamic among three founders with
divergent objectives, structuring a solution that satisfied each stakeholder

Business Transformation

Nugredient is the combination of two entities that leveraged capabilities to
create a vertically integrated platform that differentiates itself in a highly
competitive segment

: Compelling Credit Profile

' Nugredient’s clear cash flow visibility, high-quality customer base, and

: attractive end markets drove strong lender conviction resulting in competitive
1 financing terms despite increased market selectivity

Based in the California Central Valley, Nugredient Solutions is a leading developer and manufacturer
of specialty nut-based ingredients. The Company supplies a broad base of customers, including food
manufacturers and CPG brands, with products such as almond flours, nut butters, and sliced nuts

Guardian Capital Partners is a private equity firm focused on investing in middle market companies.
The firm invests across the business services, industrial, and consumer sectors, and works closely
with management teams to support operational improvement and long-term growth initiatives

BMO's Transaction Value-Add

Industry-Focused M&A Execution
BMO was selected as the Company’s financial advisor due to its food M&A
expertise, strong buyer relationships, and proven execution capabilities

Transparent Communication
Collaborative approach to M&A execution that provided owners and
management clear prioritization of objectives at all stages of the process

Comprehensive Analytical Support
Financial modeling, thoughtful analysis, and diligence support enabled
transparent buyer feedback and seller education of strategic alternatives

Tailored Process Design

BMO developed a highly competitive process that maximized tension and
drew substantial interest from buyers to generate multiple attractive options
for ownership

One Client Win
Integrated execution utilizing commercial banking, sponsor finance, wealth
management, and capital markets resources

Nugredient Company Value Drivers
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Specialized Operations

Processor of custom and

proprietary ingredient solutions
with applications across multiple

end-markets
Direct access to some of the

world's largest almond farms,
offering flexibility and service
that appeal to customers of all

sizes

In-house Capabilities

In-house R&D, application labs,

and technical sales teams
enable collaborative product
development

- Owned buildings and land that

was leased back to the buyer
Functional ingredients for

(PG/food, beverage, and

wellness industries

Sourcing Diversification

- Sourced inputs from vertically

integrated farms, processors,
and third-party growers

- Maximum utilization of

agricultural inputs and ability to
mitigate commodity swings

Attractive End Markets

Established base of long-term
customers developed through
leading customer service and
consistent, high-quality products

Rapidly expanding relationships
with blue-chip customers across
multiple growing segments

BMO
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Whether you're expanding
through acquisition or ready
to transition ownership of
the business, our middle-
market M&A experts are
ready to help you take your
company to the next phase.

BMO

cameron.hewesebmo.com

kent.adamsebmo.com

michel.bayardebmo.com

katherine.bellows@bmo.com

gary.chung@bmo.com

Kyle Crowe
Managing Director

Diversified/Commercial Bank
kyle.croweabmo.com

Perry Deluca

Managing Director

Food, Consumer, & Relail
perry.delucaebmo.com

Chris Dopp
Managing Director
Industrials
chris.doppebmo.com

Bob Dovenberg
Managing Director
Industrials
bob.dovenbergabmo.com

Josh Garner

Managing Director
Industrials
josh.garner@bmo.com

Ovais Ghafur
Managing Director

Middle Market M&A-Canada
ovais.ghafur@bmo.com

Chris Headrick
Managing Director

Tech & Business Services
chris.headrick@bmo.com

Tristan Hodge
Managing Director

Middle Market MEA-Canada

tristan.hodge@bmo.com

Lowell Jacobson
Managing Director
Industrials

lowell jacobson@bmo.com

Dev Navare

Managing Director

Tech & Business Services
dev.navare@bmo.com

John Siegler
Managing Director

Food, Consumer, & Retail
john.sieglerebmo.com

Matt Traina

Managing Director
Sponsor Coverage
matt.traina@bmo.com

Mario Zepponi
Managing Director

Food, Consumer, & Retail

mario.zepponiebmo.com

The opinions, estimates and projections, if any, contained in this document are those of BMO as of the date hereof, and are subject to change without notice and may differ from those of other BMO employees and
affiliates. BMO endeavors to ensure that the contents herein have been compiled or derived from sources that it believes to be reliable and which it believes contain information and opinions which are accurate and
complete. However, BMO makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability
whatsoever for any loss (whether direct or consequential) arising from any use of or reliance on this report or its contents. Information may be available to BMO and its affiliates which is not reflected herein. This report

is for informational purposes only.
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