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This report is intended to take the pulse of the fluid handling industry’s current performance and outlook. It is
a compilation of the results and outlook of select industry companies based on their published results and

comments.
Company Performance
Three months ending 31 March 2020 vs. prior year to date
Applied Atlas Copco Dover Corp. EnPro Flowserve Gorman Rupp
Industrial AB Industries Corp. Co.
Technologies
Metric NYSE:AIT OM:ATCO NYSE:Dov NYSE:NPO NYSE:FLS NYSE:GRC
Orders reported +5.0% 0.0% -8.4% -3.3%
Orders organic 1.0% -6.6%
Revenue reported -6.2% +4.0% -4.0% -6.7% +0.5% -5.4%
Revenue organic -9.5% -3.0% -7.1% +2.2%
Op income reported -326% +1.5% +34.0% +23.5% -72.0% -4.4%
Op income adjusted -3.0% -40.3%
EBITDA reported -220%
EBITDA adjusted -10.0% +3.7% +19.4%
Market Cap $2.084 $41,500 $13,276 $933 $3,485 $757
EBITDA x 8.5 15.8 114 5.9 8.4 12.1
Revenue x 0.9 4.0 2.3 0.9 11 1.7
Ingersoll ITT Inc. SPX Flow Inc.  Sulzer Ltd. Timken Co. Xylem Inc.
Rand Inc.
Metric NYSE:IR NYSE:ITT NYSE:FLOW SWX:SUN NYSE:TKR NYSE:XLY
Orders reported -8.3% -9.6% -11.5% +1.0% -4.1%
Orders organic -6.9% -10.5% -9.0% +3.2% -2.0%
Revenue reported -15.3% -4.6% -22.5% -5.85 -9.2%
Revenue organic -14.0% -5.3% -4.3% -9.0% -8.0%
Op income reported +20.6% -18.8% -44.0%
Op income adjusted -15.4% -56.3% -47.4%
EBITDA reported -24.4% -31.4%
EBITDA adjusted -46.3% -12.4% -33.3%
Market Cap $11,006 $4,608 $1,319 $2,278 $2,919 $10,897
EBITDA x 26.9 8.1 10.8 6.0 6.5% 12.7
Revenue x 5.4 15 1.3 0.7 1.3 25
Selected Company Medians
Orders Orders Revenue | Revenue Op Op EBITDA | EBITDA Market EBITDA | Revenue
reported | organic | reported | organic income income | reported | adjusted Cap Multiple | Multiple
reported | adjusted
-4.1% -6.6% -5.8% -6.2% -11.6% | -27.8% | -31.4% | -11.3% $3,202 9.7 1.4
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Comment:

Most public companies have temporarily withdrawn their guidance for 2020 with some companies expecting

to be able to reestablish guidance with their Q2 earnings reports.

The full impact of the COVID-19 crisis was not yet felt in the U.S. in Q1 but is expected to hit full force in Q2
along with the disruption in the oil and gas market. It is widely expected that Q2 will be the trough with industrial

activity starting to rebound in Q3.

It seems that the supply chain in China has largely recovered and demand in China is increasing. Hopefully
we will also see the supply chain sources in India quickly get back up to speed as well so as demand returns
worldwide companies will be able to meet that demand.

Of the twelve companies we sampled, seven reported on their level of organic orders and of the seven only
two (Dover and Sulzer) reported positive organic orders for the quarter. The median decline in organic orders
was 6.6%.

Nine companies reported on their level of organic revenue and of the nine only one (Flowserve) reported
positive organic revenue for the quarter. The median decline in organic revenue was 6.2%.

None of the companies reported positive growth in adjusted operating income and only two reported an
increase in adjusted EBITDA. All of the profitability metric medians showed double digit declines on single
digit revenue declines. However, in some cases the decline in reported operating performance includes non-
cash impairment charges, such as Applied Industrial Technologies who took a non-cash goodwill impairment

charge of $131 million on their recent acquisition of FCX.

With some of the write-downs already taken and with “right-sizing” actions being taken by many companies,
perhaps the rate of decline in operating income vs. revenue will decelerate to some extent in Q2 and then we
should be able to expect the rate of margin improvement to accelerate at a faster rate vs. revenue once

revenue starts to rebound in the second half.

The current median EBITDA valuation multiple of 9.7x for this group of companies compares the median
multiple of 14.5x for this same group at the end of Q3 2019. This is a multiple contraction of 33%. The extent
to which this multiple contraction is reversed going forward will largely depend on the degree to which

investors’ confidence in long-term growth is restored and in what timeframe that restoration occurs.

Definitions: We use the terms as defined by the companies in their reporting and presentations. Generally those
definitions are consistent with the following: Adjusted — reported metrics adjusted for one time or unusual items; EBITDA -
earnings before interest, taxes, depreciation and amortization; EBITDA multiple — the factor applied to EBITDA to estimate
the enterprise value (EV) of a business; EV - enterprise value is the combined amounts of market capitalization, minority
interests, preferred stock and net debt; Market Cap — the total of price per share multiplied shares outstanding; Organic —
orders or revenue that does not include acquisitions made in the last twelve months nor the impact of changes in foreign
currency; Orders — orders booked in the period; Revenue — revenue recognized in the period; Reported — metrics
provided per generally accepted accounting principals (GAAP); Revenue - amount recorded as net sales for the period;
Revenue Multiple — the factor applied to annual revenue to estimate the enterprise value of a business.

Note: Market Cap values in millions USD; Market data was collect in the period of 15-19 May 2020
Sources: Company presentations, SEC filings and Capital 1Q.
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Contact Information
Thomas E. Haan
Global Equity Consulting, LLC e« City Capital Advisors, LLC
Phone 269 385 5186
Email thaan@GlobalEquityConsulting.net
229 E. Michigan Ave. 245B
Kalamazoo, MI 49007

Global Equity Consulting, LLC and City Capital Advisors, LLC combine our in-depth fluid
handling industry experience and extensive M&A experience to drive optimal outcomes for
our clients.

e Transition of Ownership

e Growth through Acquisition

e Organic Growth Strategies and Programs

e Growth Capital

e Business Valuation
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