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Can ad Ian Canadian M&A activity remained strong in 1H 2018 as low financing costs and
continued North American economic growth fueled a robust M&A environment. In

M &A U pd a-te 1H 2018, 518 Canadian companies were sold, a 7% increase over the first half of
€00 2017, with disclosed enterprise values totaling $51 billion (118% YOY 1H 2017). Of
the transactions completed, 73% were domestic acquisitions, which is in line with
historical averages.

Canadian M&A Transactions
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* Refers to deals with reported financial data
For all data herein: All transaction values are in Canadian Dollars. All Sources: S&P Global Market Intelligence as of June 30, 2018; Duff & Phelps analysis. All publicly disclosed transaction information
transaction data refers to acquisitions of majority stakes (minority deals available in S&P Global Market Intelligence
were excluded). 1H Deals include M&A transactions closed between 2

January 1 and June 30, 2017 and 2018
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. The number of megadeals! decreased from 21 in 1H 2017 to 19 in 1H 2018, as did
Can ad I an the average enterprise value, with 1H 2018 averaging $4.1 billion compared to

$5.1 billion the year prior. The largest deal involving a Canadian buyer or seller in
M &A U pd ate 0eo 1H 2018 was Nutrien’s (formerly PotashCorp) acquisition of Agrium for $24.5 billion
(Total Enterprise Value [“TEV”]). The Agrium acquisition was first proposed in
2016, working its way through a series of shareholder and regulatory approvals
before becoming official on January 2, 2018. The combined entity is now one of the

world’s leading agriculture businesses. Major pension funds also remained active
on the acquisition front.

Largest 1H 2018 Closed Transactions — Canadian Buyer or Seller

Target Target Buyer (Ultimate Parent) Buyer Enterprise Industry
Country Country Value CA$
Billions
Agrium Inc. Canada Nutrien Ltd. (formerly PotashCorp) Canada 24.1 Consumer
Discretionary/
Materials
Calpine Corporation uU.S. Canada Pension Plan Investment Board; Multiple 21.8 Utilities
Access Industries, Inc.; Energy Capital  (including
Partners Canada)
Equis Energy Pte. Ltd. Singapore  Public Sector Pension Investment Multiple 6.4 Utilities
Board; Global Infrastructure Partners; (including
CIC Capital Corporation Canada)
Canadian Real Estate Canada Choice Properties Real Estate Canada 5.8 Real Estate
Investment Trust Investment Trust
The Jean Coutu Group Canada Metro Inc. Canada 4.3 Consumer
(PJC) Inc. Staples
1. Deals involving a Canadian company as the buyer or seller with an Sources: S&P Global Market Intelligence as of June 30, 2018; Duff & Phelps analysis. All publicly disclosed transaction information
implied enterprise value of $500 million or more. available in S&P Global Market Intelligence
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Canadian
M&A Update ...

The Canadian M&A market experienced an uptick in both the number of announced
deals (518 in 1H 2018 versus 484 in 1H 2017) and median deal value ($10 million
in 1H 2018 versus $9 million in 1H 2017). The increased number of deals over $50
million led to this increase in median deal value. Although megadeals represent

only 9% of all transactions, they represented 80% of total deal value. It should be
noted that since the values of many smaller transactions are not disclosed, the

actual median is likely lower.

Number of Canadian M&A Transactions — Canadian Targets

(1H 2018)*

Value of Canadian M&A Transactions — Canadian Targets

<$50 MM
113 deals
72%

$50 to $100 MM
9 deals
6%

$100 to $500 MM
21 deals
13%

>$500 MM
14 deals
9%

* Refers to deals with reported financial data.

(1H 2018) [CAS$ in millions]*

<$50 MM
$2,407
3%

$50 to $100 MM
$1,746
2%

$100 to $500 MM
$10,593
14%

>$500 MM
$59,048
80%

Sources: S&P Global Market Intelligence as of June 30, 2018; Duff & Phelps analysis. All publicly disclosed transaction information

available in S&P Global Market Intelligence
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P u b I I C VS Private company transactions continued to account for the majority of the North
- American M&A landscape, representing 98% (2017 - 98%) of total Canadian deals
P rlvate and 88% (2017 — 91%) of all U.S. deal flow. The number of public companies sold

in Canada increased from 45 to 62 in 1H 2018, while the number of U.S. public
companies sold decreased from 77 to 69.

The median takeover premiums of public companies returned to historical levels in
1H 2018 with Canadian takeover premiums (30%) approximately 8% higher than in
the United States (22%). U.S. takeover premiums were flat while Canadian takeover
premiums rose 2%.

Public Companies Sold in North America
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Sources: S&P Global Market Intelligence as of June 30, 2018; Duff & Phelps analysis. All publicly disclosed transaction information
available in S&P Global Market Intelligence
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. In 1H 2018 there was a slight decrease in valuation multiples (where disclosed) for
Val u atl O n North American transactions. The average EBITDA (earnings before interest, taxes,
depreciation and amortization) multiple was 10.6x, in line with averages seen in the

M U Itl pIeS past decade.

The Consumer Staples and Materials industries saw much higher multiples in 1H
2018. On the other hand, multiples in the Energy and Real Estate sectors were
noticeably lower.

Enterprise Value to EBITDA Multiples by Industry for Transactions in North America

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 1H 2018

Consumer Discretionary 11.4x 8.4x 10.7x 10.3x 10.2x 11.1x 10.7x 9.9x 10.6x 10.0x 10.0x
Consumer Staples 9.2x 9.0x 8.9x 10.1x 10.8x 11.1x 12.0x 9.4x 12.1x 12.0x 16.7x
Energy 8.6x 6.1x 9.4x 11.3x 7.6x 8.1x 8.5x 8.8x 8.6x 13.1x 8.7x
Financials 9.8x 6.6x 10.2x 8.3x 9.1x 10.6x 12.3x 9.0x 12.1x 12.6x NA
Healthcare 12.7x 8.7x 12.0x 11.4x 10.8x 10.1x 11.7x 12.7x 12.6x 13.7x 14.5x
Industrials 10.2x 8.2x 8.7x 9.4x 8.6x 8.8x 9.7x 9.9x 9.1x 10.4x 9.9x
Information Technology 12.7x 10.2x 12.0x 12.2x 11.0x 11.2x 12.7x 13.1x 12.4x 13.6x 14.4x
Materials 10.4x 7.7x 10.5x 8.6x 8.7x 10.0x 8.3x 10.5x 7.8x 10.5x 13.0x
Telecommunication Services 9.7x 6.6x 7.9 7.2x 9.4x 8.9x 9.9x 14.9x 8.9x 9.7x NA
Utilities 11.5x 8.4x 11.5x 10.1x 9.5x 11.1x 9.7x 10.3x 11.1x 13.9x 14.0x
Real Estate 13.3x 16.0x 11.8x 16.3x 15.9x 15.5x 17.6x 19.2x 16.5x 17.7x 12.4x
Unspecified * 8.5x 3.4x 7.1x 14.5x 4.1x 11.9x 4.1x 8.5x 10.5x 7.3x 7.2x

All Industries 10.8x 8.2X 10.4x 10.7x 9.6x 10.2x 10.7x 11.0x 10.9x 11.7x 10.6x
*The unspecified category includes transactions where the target Sources: S&P Global Market Intelligence as of June 30, 2018; Duff & Phelps analysis. All publicly disclosed transaction information
company’s industry has not been categorized by S&P Global Market available in S&P Global Market Intelligence

Intelligence. 6
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I n d u Stry Led by numerous megadeals completed in 1H 2018, the Consumer Discretionary
Sector saw $26.2 billion in deal value across 37 deals. The Industrials industry

S e Cto rS remains the most_active sector in anada, in Iine.with histo.ri(.:al performan-ce —in 1H
2018, 90 companies were sold (95 in 2017), totaling $3.9 billion in enterprise value.

Heavy regulation continues to slow deal flow for the Utilities, Energy and Telecom
Services industries. Disclosure of deal values in the Financials sector continues to
be low, with none of the 55 closed deals releasing financial information.

Canadian M&A Transactions by Industry (1H 2018)
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*Note: The unspecified category includes transactions where the target ~ Sources: S&P Global Market Intelligence as of June 30, 2018; Duff & Phelps analysis. All publicly disclosed transaction information
company’s industry has not been categorized by S&P Global Market available in S&P Global Market Intelligence
Intelligence. 7
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C rOSS_ B O rd e r Acquisitions of Canadian companies continues to be predominately a domestic

affair, with 388 of the 518 transactions (75%) completed by a Canadian buyer in 1H

Transactl O nS e 2018. Foreign and undisclosed buyers completed the remaining 130 transactions.

Canadian companies remain net buyers from a global M&A perspective, above
historical trends. Canadian companies acquired 180 foreign-based companies in
1H 2018 (175 in 1H 2017), resulting in a net positive M&A environment for Canada.

Canadian Cross-Border M&A Activity (1H - 2018)
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*Note: The unspecified category includes transactions where the target
company’s industry has not been categorized by S&P Global Market
Intelligence.

Sources: S&P Global Market Intelligence as of June 30, 2018; Duff & Phelps analysis. All publicly disclosed transaction information
available in S&P Global Market Intelligence
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C rOSS_ B O rd e r Transactions between the United States and Canada continue to dominate cross-

border activity involving Canadian buyers or sellers. U.S.-based buyers of Canadian

Tran SaCtI O n S companies remained relatively steady, while the number of Canadian buyers of
oe

U.S.-based companies decreased 10% compared to 2017.

In 1H 2018, European transactions involving Canadians were dominated by
Canadian buyers, increasing 44%% to 49 deals (34 in 1H 2017). European buyers,
on the other hand, appeared to look at other geographies as the deal count fell 35%
to 17 (26 in 1H 2017).

Overall, outbound M&A remained solid (180 deals in 1H 2018 vs. 175 deals in 1H
2017) as companies looked to expand or cement market share beyond Canada.
Inbound M&A fell slightly (130 deals in 1H 2018 vs. 139 deals in 1H 2017) due to
lower interest from countries outside North America.

Canadian Cross-Border Transactions by Region (1H 2018) [# of Deals]

Canadian Buyer Canadian Seller
620 [ 112 United States 103 (I o
27% ] 49 Europe 17 (1IN 13%
7% i 12 Asia/Pacific o W 7%
4% 7 Other 1 1%

Sources: S&P Global Market Intelligence as of June 30, 2018; Duff & Phelps analysis. All publicly disclosed transaction information
available in S&P Global Market Intelligence
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Canada’s GDP is expected to increase by 2.1%1 in S&P 500 Cash Balances

2018 and 2.0% in 2019, maintaining its positive

momentum from the past few years. Buoyant Canadian $25 1
and U.S. economies, low financing costs, cash-rich $2.0 - $1.7 $1.7
. : . . : — $1.6 $16 s $1.6 -
companies and continued private equity overhang likely 2 15 | $1.4 © $1.4
point toward a strong M&A environment for the = $1.0
remainder of 2018 and into 2019. 5 0
_ $0.5 -
Canada announced a new trade agreement with the
- - $0.0 — — — ; ; — - — .
U.S. and Mexico on September 30, 2018. While the 2009 2010 2011 2012 2013 2014 2015 2016 2017 2Q18
agreement remains subject to government approvals, it Source: S&P Global Market Intelligence
should help alleviate many of the concerns that had
been hanging over the Canadian economy — particularly Private Equity Overhang
in sectors such as automotive. A new agreement on $450 - - $900
trade could help bolster M&A activity among buyers who £ $400 7 [ $800
iy o S $350 - - $700 <
had been waiting on the sidelines. However, the new 3 4300 p— 5600 3
. . . 1 $326 i e~
trade deal could also lead to higher Canadian interest 2 60 \—-"”'/ms o~ 812 | g500 &2
() =
rates and a higher Canadian Dollar, which could put 2 $200 - $255 | 5400 g.g
. . o oS
added pressure on profit margins for exporters. 5 9150 1 $182 - $300 — 2
= $150] $158 2
S $100 - sod - $200 5
Canada’s energy sector may also be getting a long- © $50 1 | - $100
awaited boost from a new Liquefied Natural Gas project 0 009 2010 2011 2012 2013 2014 2015 2016 2017 2018 %0
recently announced by Royal Dutch Shell and its Dry Powder Capital Raised
partners. This may help spur economic activity in Source: Pitchbook

western Canada and renew M&A interest in Alberta.

1 Sources: RBC, The Economist Intelligence Unit, various news sources (e.g., CNN, Capital Economics, CNBC)
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About
Duff & Phelps

Ranked #1
for Announced Global Fairness Opinions

in 20171

Ranked #4
U.S. Middle-Market M&A Advisor
over the past five years?

We Serve
73% of Fortune 100 companies
84% of Am Law 100 law firms
72% of the 25 largest PE firms
in the PEI 300
72% of the 25 largest Euro STOXX
companies

1Published in Thomson Reuters’

“Full Year 2017 Mergers & Acquisitions Review.”
2Source: Thomson Financial Securities Data (U.S. deals
$75M < $225M, including deals without a disclosed value).
Full years 2013 through 2017.

Our Unique Financial

Sponsor Coverage Model

Duff & Phelps is uniquely positioned to
provide unparalleled access and insights into
the financial buyer universe, including family
offices. We have 45 dedicated coverage
officers across North America covering over
650 Private Equity Groups.

Dedicated Coverage Across
Five Broad Verticals

Consumer, Food and Retail
Energy and Mining

Healthcare and Life Sciences
Industrials and Business Services
Technology, Media and Telecom

A+ 3O
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Contact Us

DUFF & PHELPS

Protect, Restore and Maximize Value

Canadian M&A Contacts

Howard Johnson

Managing Director

Toronto

+1 416 597 4500
howard.johnson@duffandphelps.com

Ross Fletcher

Senior Advisor

Toronto

+1 416 361 2588
ross.fletcher@duffandphelps.com

Kurt Schurer

Managing Director

Calgary

+1 403 890 7355
kurt.schurer@duffandphelps.com

Rakesh Jain

Senior Advisor

Halifax

+1 902 456 6065
rakesh.jain@duffandphelps.com

Canadian Disputes Contacts
Scott Davidson Global M&A Contacts

Managing Director and Canada Leader Bob Bartell
Toronto Global Head of Corporate Finance
+1 416 364 9719 Chicago

scott.davidson@duffandphelps.com ~ +1 312697 4654
bob.bartell@duffandphelps.com

Alan Lee

Managing Director, Disputes and Stephen Burt
Investigations Global Head of M&A
Toronto Chicago

+1 416 361 2571 +1 312 697 4620

a|an.|ee@duffandphe|pslcom Steve.burt@duffandphelps.com

About Duff & Phelps

Duff & Phelps is the global advisor that protects, restores and maximizes value for

clients in the areas of valuation, corporate finance, investigations, disputes, cyber

security, compliance and regulatory matters, and other governance-related issues.

We work with clients across diverse sectors, mitigating risk to assets, operations
and people. With Kroll, a division of Duff & Phelps since 2018, our firm has nearly
3,500 professionals in 28 countries around the world.

For more information, visit www.duffandphelps.com. © 2018 Duff & Phelps, LLC.

M&A advisory, capital raising and secondary market advisory services in the
United States are provided by Duff & Phelps Securities, LLC. Member
FINRA/SIPC. Pagemill Partners is a Division of Duff & Phelps Securities, LLC.
M&A advisory, capital raising and secondary market advisory services in the
United Kingdom are provided by Duff & Phelps Securities Ltd. (DPSL), which is
authorized and regulated by the Financial Conduct Authority. M&A advisory and
capital raising services in Germany are provided by Duff & Phelps GmbH, which is
a Tied Agent of DPSL. Valuation Advisory Services in India are provided by Duff &
Phelps India Private Limited under a category 1 merchant banker license issued
by the Securities and Exchange Board of India.





