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Lower Middle Market M&A

Deal Count Softens in Q2

North American M&A totaled an estimated $787.0 billion

Large strategic transactions continued to drive overall value.

across 4,476 transactions in Q2 2026. Headline value fell The acquisitions of Dominion Energy and Cursor

24.3% from Q1, which included the $250 billion acquisition represented $178.5 billion combined. Private equity

of xAl by SpaceX. Excluding that transaction, value was participation was more limited in larger deals, while
essentially flat. Deal count declined 7.3% sequentially and corporate buyers used cash and stock to pursue scale. In the

was essentially unchanged from Q2 2025.
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TEV/EBITDA Multiples

GF Data recorded 85 completed transactions in Q2, matching Q1

TEV/EBITDA by total enterprise value ($M)

and bringing first-half volume to 170. YTD multiples ranged from 10.0x .
6.1x for $10 million to $25 million deals to 8.3x for $100 million to 8.0x —
$250 million deals. Across all GF Data-reported transactions, the I
blended average was 7.0x in Q2 and 7.1x for the first half, 6.0x R —
compared with 7.2x in 2025. GF Data attributed the decline to 4.0x
transaction mix rather than broad repricing. '
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Lower Middle Market M&A

PE Deal Count Holds Steady

US PE activity remained steady through the first half of The stable count and lower value indicate a change in
2026, with 4,794 announced and estimated transactions deal mix rather than a comparable decline in transaction
totaling $461.0 billion. Q2 deal count was nearly flat flow. Sponsors remained cautious on larger, financing-
from Q1 and up 11.5% from Q2 2025, while quarterly dependent deals, while IBBA data showed PE buyers
value fell 37.5% sequentially and 23.9% year over year represented 47% of completed $5 million to $50 million
to $177.3 billion as sponsors shifted toward smaller transactions, compared with 35% for strategic buyers.
transactions. Source: M&A Source and IBBA Market Pulse Q2 2026.

US PE Deal Activity
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Private Add-on Acquisitions

Add-ons represented 55.6% of total PE deal count capabilities through existing portfolio companies. These
through Q2 2026, compared with 18.9% for buyout/LBO transactions generally require less financing and carry
transactions and 25.5% for growth equity. Among PE less execution risk than new platform investments, an
buyouts, add-ons accounted for 75.2% of activity. important consideration as lenders remain selective and
Sponsors continue to favor add-ons as a lower-risk way buyers prioritize execution certainty.

to expand geography, customers, services and

Share of PE Deal Count by Type
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Lower Middle Market M&A

Capital & Debt Pricing

Equity remained the largest funding source at 49.8% in
2026 YTD, down from 51.2% in 2025. Senior debt held
at 39.7%, while subordinated debt increased to 10.6%.
Senior debt pricing increased to 7.8% in Q2 from 7.2%
in Q1, while subordinated debt held at 11.8%.

The increase was concentrated above $25 million, while
pricing for $10 million to $25 million deals declined to
7.0%. Non-bank platform debt priced 60 to 190 basis
points above bank financing.

Debt Pricing Splits by Period
(TEV $10M-$250M)

Equity and Debt Contributions
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Buyer Competition and Deal Timing

Competition improved for lower middle market companies.
Transactions valued from $5 million to $50 million averaged
5.47 offersin Q2, up from 3.71 a year earlier. Eighty-seven
percent received at least three offers, and one-third
received 10 or more. Seventy-six percent of advisors

Average Offers per Deal
($5M-$50M)
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described this segment as a seller’'s market. Processes also
took longer. Median time from engagement to close
increased to 11 months from nine in Q2 2025. Most buyers
were not local, with 71% located more than 100 miles from
the seller.

Median Months to Close
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Lower Middle Market M&A

Valuation Misalignment Is the Closing Challenge

Valuation expectations became the leading reason deals macroeconomic uncertainty and financing became less
failed to close in H1 2026, cited by 57% of respondents common as the primary issue. Price alignment is now the
compared with 28% for deals that failed in 2025. Timing and central execution challenge.

process fatigue also increased, while diligence,

What Has Been the Single Biggest Reason Deals Failed to Close?
(All dealmakers; single biggest reason cited)
Deals that failed in 2025 m Deals that failed in H1 2026
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Timing / process fatigue _8% 16%

Diligence findings I 0%
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Financing constraints
9 N 5%

25%

21%

18%

Al Is Now Part of Diligence and Valuation

Buyer questions about Al rise with deal size as buyers investment factors. Portfolio adoption remains
test how it may affect revenue durability, productivity, constrained by data readiness, unclear ROl or cost
competitive positioning and risk. Different assumptions justification and management bandwidth. Clear
about disruption and opportunity can flow directly into priorities, measurable use cases, reliable data and
valuation. In PitchBook’s US PE survey, 58% ranked Al governance can narrow valuation differences.

disruption or opportunity among their top three

Al Questions Rise With Deal Size Leading Barriers to Portfolio Al Adoption

Al questions rose from 28% below $10M to 49% for $10M+ Share of surveyed US PE participants
transactions.

60%
40%
28% Unclear ROI / cost
30% justification 22%
20%
10% Management bandwidth - 20%
0%
Below $10M $10M+ 0% 5% 10% 15% 20% 25% 30%
What Buyers Want to Understand Key Al diligence areas:
1. Revenue and margin exposure
of surveyed US PE participants 2. Measurable use cases and ROI
O/ ranked Al disruption or opportunity 3. Data, IP and cybersecurity L
(o among their top three investment 4. Vendor reliance and human validation
factors.

Sources: Axial, Lower Middle Market M&A Outlook 2H 2026 (closing challenge); M&A Source / IBBA, Market Pulse Q2 2026 (Al questions); PitchBook, Q2 2026 US PE Breakdown
(survey and adoption barriers); PitchBook, Q2 2026 Global M&A Report (diligence areas).
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About Us

Cornerstone Business Services is an investment bank that
has served the lower middle market since 2001. We're
based in the Midwest but work throughout North America.
We create value through acquisition searches, company
sales, and valuations, with a focus on individual and family-

owned businesses.

Cornerstone combines a team approach with our
proprietary Assurance 360™ process to generate multiple

offers, increase the likelihood of closing and maximize value.

We work well with first-time sellers who value an advisor's
role.

What We Deliver

For many business owners, a sale is the largest financial
transaction of their lives. If you're considering a sale in the
next few years, now is the time to understand your current
market value. Contact us for a confidential Real Market
Analysis.

As a founding member of the Cornerstone International
Alliance, we are able to leverage a global network of M&A
advisors focused exclusively on dealmaking in the lower

middle market.

Contact us for more information on Cornerstone and our
investment banking services.

Multiple qualified offers create competitive tension that can drive premiums above market benchmarks and improve certainty

of close.*
Confidentiality Indications of . . .
Agreements Interest (I0ls) P’e“f““'.“ iz L
Average number signed Average number Average price increase Successfully closed
per opportunity received per opportunity above benchmark LMM opportunities
2025 56 8 24% 80%
2024 45 10 26% 88%
2023 40 4 10% 80%

* Based on Cornerstone'’s core sell-side M&A transactions in the lower middle market ($5M-$250M revenue).

Contact Us

Scott Bushkie

Managing Partner, Founder
sbushkie@cornerstone-business.com

Jason Salisbury

Managing Director
jsalisbury@cornerstone-business.com

Cameron Karlen

Managing Director - Valuations
ckarlen@cornerstone-business.com

Dan Hansher
Associate & Director of Marketing and Al

dhansher@cornerstone-business.com

Brian Cose
Sr. Business Development Manager

bcose@cornerstone-business.com

25 CORNERSTONE.
k) s 20 QT = 2O2B

200 S. WASHINGTON ST | SUITE 401 | GREEN BAY, WI 54301

Megan Turkow
Executive Assistant

mturkow@cornerstone-business.com

P: 920.436.9890 | E: info@cornerstone-business.com | WWW.CORNERSTONE-BUSINESS.COM

Securities transactions conducted through Ceiba Financial, LLC, Member FINRA/SIPC, Fullerton, CA. Certain members of Cornerstone Business Services are Registered Representatives of the broker dealer Ceiba Financial.
Cornerstone Business Services and Ceiba Financial are not affiliated entities. For more information on Registered Representative and Broker Dealers visit brokercheck.finra.org.

Cornerstone Business Services Inc. does not offer legal or tax advice. Please consult the appropriate professional regarding your individual circumstance.

Private placements are high risk and illiquid investments. As with other investments, you can lose some or all of your investment. Nothing here should be interpreted to state or imply that past results are an indication of future
performance nor should it be interpreted that FINRA, the SEC or any other securities regulator approves of any of these securities. Additionally, there are no warranties expressed or implied as to accuracy, completeness, or results
obtained from any information provided here. Investing in private securities transactions bears risk, in part due to the following factors: there is no secondary market for the securities; there is credit risk; where there is collateral as
security for the investment, its value may be impaired if it is sold. Please see the Private Placement Memorandum (PPM) for a more detailed explanation of expenses and risks.

Market Update Q2 2026
©2026 BY CORNERSTONE BUSINESS SERVICES. ALL RIGHTS RESERVED


https://www.cornerstone-business.com/
https://cornerstoneia.com/
https://cornerstoneia.com/
https://www.cornerstone-business.com/
mailto:sbushkie@cornerstone-business.com
mailto:sbushkie@cornerstone-business.com
mailto:sbushkie@cornerstone-business.com
mailto:jsalisbury@cornerstone-business.com
mailto:jsalisbury@cornerstone-business.com
mailto:jsalisbury@cornerstone-business.com
mailto:ckarlen@cornerstone-business.com
mailto:ckarlen@cornerstone-business.com
mailto:ckarlen@cornerstone-business.com
mailto:mturkow@cornerstone-business.com
mailto:mturkow@cornerstone-business.com
mailto:mturkow@cornerstone-business.com
mailto:bcose@cornerstone-business.com
mailto:bcose@cornerstone-business.com
mailto:bcose@cornerstone-business.com
mailto:dhansher@cornerstone-business.com
mailto:dhansher@cornerstone-business.com
mailto:dhansher@cornerstone-business.com
https://www.cornerstone-business.com/
mailto:info@cornerstone-business.com
mailto:info@cornerstone-business.com
mailto:info@cornerstone-business.com
https://www.cornerstone-business.com/
https://www.cornerstone-business.com/
https://www.cornerstone-business.com/

Cornerstone Business Services

Recent Transactions

b online

learning

has been acquired by

Acorn

Cornerstone initiated this transaction, assisted
in negotiations leading to its conclusion, and
acted as advisor to the seller.

JILLSON l\1 ROBERTS

has been acquired by

Novastone Capital Advisors

Cornerstone initiated this transaction, assisted
in negotiations leading to its conclusion, and
acted as advisor to the seller.

ac energy S}Sl(”

has been acquired by
Castle Capital

Cornerstone initiated this transaction, assisted
in negotiations leading to its conclusion, and
acted as advisor to the seller.

K Mega Rentals, Inc.
A TRAFFIC SAFETY

has been acquired by

Road Safety Services, Inc.

Cornerstone initiated this transaction, assisted
in negotiations leading to its conclusion, and
acted as advisor to the seller.

Competition
Products

has been acquired by

Private Investor

Cornerstone initiated this transaction, assisted
in negotiations leading to its conclusion, and
acted as advisor to the seller.

\(0 (1579

has been acquired by

Marquez Brothers International

Cornerstone initiated this transaction, assisted
in negotiations leading to its conclusion, and
acted as advisor to the buyer.
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Because you only sell your business once~

Finish strong with clarity and confidence

Start with your Real Market Analysis

920.436.9890

info@cornerstone-business.com
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