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About the survey

Deloitte Private asked

about
their outlook and strategies for
navigating financial risks and
opportunities.

Copyright © 2023 Deloitte Development LLC. All rights reserved.

Deloitte Private’s pulse survey, “Private
Company Outlook,” is intended to gauge private
company leaders’ perspectives on opportunities
and risks to business now and in the near
future.

The survey of 100 private company executives
was conducted online by an independent
research company between June 19 and 30,
2023. Respondents represented C-level,
president, board member, partner/owner roles
at private companies in the US with annual
revenues of USS100 million to USS1 billion+.
One-third of respondents were CEOs and one-
fifth partners/owners of their organizations.

Source: Private Company Outlook, August 2023



Executive summary

Private companies expect to
heavily rely on raising capital
as a source of funding.

Private company leaders surveyed
say they intend to raise capital to
fund growth initiatives — talent
(93%), technology (88%),
productivity (87%) to name a few
— and are primarily looking

to equity financing (88%) and
existing investors (80%) as
sources as compared to debt
financing (48%) and bank loans
(48%).

The majority (88%) of
private companies surveyed
are facing issues accessing
capital.

’

Respondents indicated investors
valuations (52%), interest rates
(51%), and liquidity challenges
(48%) as top barriers, with only
12% indicating they have no
barriers.
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Raising capital is critical to
smaller private companies
looking to expand — but
they anticipate more
challenges acquiring it.

Leaders surveyed from
businesses with $100 to $200
million in annual revenue are two
times or more likely than those
earning $200 million and above
to expect difficulty raising capital
for the remainder of 2023. These
smaller organizations also report
being more likely to rely on bank
loans as a source of funding.

Source: Private Company Outlook, August 2023

Declining valuations can
compound issues like talent
shortages and interest
rates—potentially fueling a
wave of acquisitions in the
near term.

Nearly half (48%) of private
company leaders surveyed say
their organization’s valuation has
declined and rank external
factors as significantly high risks
to their organizations, such as
inflation (87%), rising interest
rates (85%), and talent shortages
(85%). A majority (91%) of these
executives say their business is
strongly considering being
acquired in the next six months.
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Private company outlook: Raising capital

Hiring talent and investments in technology top the list of near-term priorities among private
company leaders surveyed.

What are the

main priorities Hiring talent to fulfill existing or new roles |GGG S 0/
for your _

business over Investments in technology I S 1%
the next six Increasing productivity I /69
months?

Improving cost structure / margins | NNNINIGININININININGNGNGNGEGEGEEEEEEN 36%
Organizational expansion to new products... INNEGITININGNGEEN 32%
Strategic alliances and partnerships [ I NENGIGINGNGEGEGEGEGE 5%
Organizational expansion to new markets I 4%
Pursuing M&A opportunities | INIIIIININIGNGEE 17%

Managing liquidity NN 14%
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Private company outlook: Raising capital

Surveyed private companies rely heavily on raising capital to fund these priorities.

Will you be
raising capital
to fund the
following
projects?

Hiring talent to fulfill existing or
new roles

Investments in technology
Increasing productivity

Improving cost structure / margins

Organizational expansion to new
products or offerings

Strategic alliances and
partnerships

Organizational expansion to new
markets

Pursuing M&A opportunities

Managing liquidity
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93% 7%

88% 10% 2%

87% 11% 2%

89% 6% 6%

88% 13%

84% 12% 4%

75% 21% 4%

88% 12%

93% 7%

W Yes No Not Sure

Source: Private Company Outlook, August 2023



Private company outlook: Raising capital

Private businesses surveyed are turning to equity financing and additional investments from
existing investors as sources of funding.

Over the next six
months, in which

ways is your Equity financing (e.g., private equity or venture capital) _ 88%
organization

planning to raise

capital? Additional investments from existing investors _ 80%

Debt financing (non-bank financing and/or 48%

subordinated debt/equity)

Bank loans 48%

My organization does not have plans to raise new

0,
capital in the next 6 months I 2%

Copyright © 2023 Deloitte Development LLC. All rights reserved. Source: Private Company Outlook, August 2023



Private company outlook: Raising capital

Roughly half of respondents indicated rising interest rates/pricing and investors’ valuations
as primary barriers to raising capital.

What are the

greatest barriers Investors’ valuations of the company _ 52%

affecting the
ability of your

organization to interest rates / pricing | N %

raise capital?

@ Potential liquidity challenges || N SRNREGGGGEEEEEE 23
Amount of desired leverage _ 44%

Absence of collateral || GG 36

We don’t have any barriers raising capital - 12%
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Private company outlook: Raising capital

Private businesses surveyed with revenue under USS200 million are more likely to say new lines of
capital are essential to growth, but expect capital will be more difficult to acquire.

Please rate your agreement with the following statement:
| expect difficulty raising capital

for the remainder of 2023.

(Shown: percentage responding strongly agree)

USD 1 billion and above || 14%

USD 500 million to under
0,
USD 1 billion . 2

USD 200 million to under
(o)
USD 500 million - 12%

USD 100 million to under
(o)
USD 200 million I 0%
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Please rate your agreement with the following statement:
My organization will not be able to grow in 2023

without raising new lines of capital.

(Shown: percentage responding strongly agree)

USD 1 billion and above _ 17%

USD 500 million to under
(o)
USD 1 billion . 2

USD 200 million to under
(o)
USD 500 million - 8%

USD 100 million to under _ 35%
USD 200 million °

Source: Private Company Outlook, August 2023



Private company outlook: Raising capital

Private companies surveyed under US$S200 million in revenue are more likely to rely on bank loans, while
also feeling the impact of interest rates and absence of collateral than companies with higher revenue.

Over the next six months, in which ways What are the greatest barriers affecting the ability
is your organization planning to raise capital? of your organization to raise capital?
(Shown: respondents by company revenue who chose bank loans) (Shown: respondents by company revenue)
i 0
USD 100 million to under USD 200 500/ USD 100 million to under USD 200 million N
million P 58%
USD 200 million to under USD 500 puy 570, USD 200 million to under USD 500 million . __33%
million P 42%

USD 500 million toUNEr USD 1 - ey = /10 USD 500 million to under USD 1 billion I G—_———— 6%
billion P 38%
" " B 30
USD 1 billion and above _ 36% USD 1 billion and above °
e

M Interest rates / pricing ™ Absence of collateral
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Private company outlook: Raising capital

Businesses surveyed with revenue under USS200 million are twice as likely to rank inflation,

recession and rising interest rates as high risks to the organization than those with greater revenue.

How would you
rank the risk of
the following to
your
organization?

(Shown:
respondents by
USD revenue who
ranked risk as high
or very high)

B USD 100 million to under
USD 200 million

B USD 200 million to under
USD 500 million

USD 500 million to under
USD 1 billion

B USD 1 billion and above
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Inflation 28%

27%
N 17%

F 50%
Recession 16%
]

19%
24%

0,
Rising interest rates 24%

31%
I 21%

Source: Private Company Outlook, August 2023
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Private company outlook: Raising capital

Nearly half (48%) of respondents agree that their organization's valuation has declined.

Please rate your
agreement with the
following statement
regarding private
company growth and
raising capital in the
current economy:
“My company’s
valuation has
declined.”

(Shown: respondents
who agree/strongly
agree valuation has
declined)

m Agree/Strongly Agree  m Neutral  m Disagree/Strongly Disagree
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Private company outlook: Raising capital

Respondents who say their organization's valuation has declined view a range of external factors as
significantly higher risks to their organizations.

How would you

rank the rl.sk of 87% 539, 859% . 859% 1o 539,
the following to 74% X X 77%
your
organization?
& 54%
(Percentage ranking 46% 44%
isk high/ver 39% . 39%
risks as high/very 34% 329
high)
15% 17% I
Inflation Recession Rising interest  Debt levels  Pace of digital Talent shortage Supply chain Increased Geopolitical
rates transformation disruptions market risks impacting
competition  international
trade

W Strongly disagree/Disagree "My company's valuation has declined" M Agree/Strongly agree "My company's valuation has declined"
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Private company outlook: Raising capital

Acquisition is can be an attractive exit strategy for companies that have reached their growth

limit. Among respondents reporting their company valuation has declined (48%), more than 90%

also said their organization is strongly considering being acquired within the next six months.

Please rate your
agreement with
the following
statements
regarding private
company growth
and raising capital
in the current
economy.

(Percentage
responding
agree/strongly agree)
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| expect difficulty raising capital for the remainder of - 24%
2023 87%
Recent economic stressors including rising interest _ 33%
rates are hurting my organization's access to capital 91%
My organization will not be able to grow in 2023 - 21%
without raising new lines of capital 81%
My organization is strongly considering pursuing _ 36%
mergers & acquisitions in the next 6 months 87%
My organization is strongly considering being acquired
in the next 6 months 91%

W Strongly disagree/Disagree "My company's valuation has declined"

B Agree/Strongly agree "My company's valuation has declined"

Source: Private Company Outlook, August 2023
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Deloitte
Private

This presentation contains general information only and Deloitte is not, by means of this presentation, rendering accounting, business, financial, investment, legal, tax, or other professional advice or services.
This presentation is not a substitute for such professional advice or services, nor should it be used as a basis for any decision or action that may affect your business. Before making any decision or taking any
action that may affect your business, you should consult a qualified professional advisor.

Deloitte shall not be responsible for any loss sustained by any person who relies on this presentation.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL”), its network of member firms, and their related entities. DTTL and each of its
member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide services to clients. In the United States, Deloitte refers to one or more of the US
member firms of DTTL, their related entities that operate using the “Deloitte” name in the United States and their respective affiliates. Certain services may not be available to attest clients under the rules
and regulations of public accounting. Please see www.deloitte.com/about to learn more about our global network of member firms.
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