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Executive Summary — Understanding the Rise in Carve-Outs

1 Elevated Rates Have Reduced PE Exit Activity
High interest rates and market uncertainty have significantly reduced private
equity deal volume and caused the average age of private equity portfolio
companies to increase dramatically

2 Carve-Out Transactions Can Help Return Investor Proceeds
The drop in portfolio company exits has slowed the return of investor proceeds
and private equity investors have turned to divesting non-core assets as a way
to give proceeds back to investors

3 Operational Expertise is Needed to Drive Returns
Carve-out transactions can be great sources of return, however, they require
specialized operational expertise to execute and ensure value is captured
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Private Equity Exit Activity Has Slowed Significantly

Increased market uncertainty (e.g., potential tariffs, supply chain disruptions, political risks) and high
interest rates have significantly reduced private equity deal activity. Private equity firms are delaying
exits and holding onto their portfolio companies for longer.

Therise in hold times and slowdown in exits has led to a sharp decline in fund distributions, prompting

sponsors to explore alternative strategies to return capital to investors.

Figure 1: U.S. Private Equity Exit Trends (in Years)®
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Figure 2: Global M&A Deal Volume ($ in Trillions)®
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Figure 3: Private Market M&A Buyout Transactions Count®
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Figure 4: TTM U.S. PE Buyout Fund Distributions as a % of Beginning NAV®
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The Rise in Carve-Out Transactions

The sale of non-core assets or break-up transactions is a well-established strategy for private equity
investors. This approach is becoming increasingly common as it offers a way to return capital to
Limited Partners while preserving value in the core portfolio company. Additionally, private equity

firms with heavily levered portfolio companies are increasingly using this strategy to reduce debt
burdens.

Figure 5: The Number of U.S. Carve-Out Transactions
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The recent rise in carve-out transactions presents an opportunity for sophisticated private equity
investors to generate outsized returns. While carve-outs have long been attractive, more sponsors

are pursuing this strategy, increasing competition for deals. As a result, there is greater pressure on
post-acquisition execution to ensure value is realized.
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Figure 6: Average Return from Carve-Out Transactions®
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In today’'s market, generating value from carve-outs demands more than capital and financial
engineering. It requires close collaboration between deal teams, operating professionals, and
management — and increasingly, technology enablement. Shared ownership across stakeholders
enables faster, more informed decisions across both the P&L and balance sheet.

Technology and Operational Expertise: Key Drivers for PE Success

Private equity firms face growing pressure due to outdated business models and a lack of operational
and technological expertise needed to compete today. Winning firms are evolving their business
models to meet this challenge. This includes:

e Cross-functional operating talent with deep expertise in fields such as finance, supply chain,
insurance, and HR

e Integrated technology platforms that deliver real-time visibility, automate workflows, and
connect CRM, ERP, and pricing systems across the portfolio

Technology is no longer a support function — it's central to value creation. Yet few mid-market
companies have achieved the technology capabilities needed to compete effectively in today’s
market. Organizations that are technology-enabled can achieve up to 35% higher revenue growth
and 10% higher profit margins than their peers®. These gains come from leveraging digital tools such
as Al-powered pricing systems and predictive supply chain analytics.

Passive ownership is no longer viable. Without a flexible, tech-enabled approach to value creation,
firms will struggle to remain competitive in today’'s increasingly complex and fast-moving
environment.
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About ZCG

ZCG is a leading, privately held global firm with approximately $8B of AUM* comprised of three dynamic, cross-disciplinary platforms:
private markets asset management, business consulting services, and technology development and solutions.

ZCG's investors are some of the largest and most sophisticated global institutional investors including pension funds, endowments,
foundations, sovereign wealth funds, central banks, and insurance companies.

For almost 30 years, ZCG Principals have invested tens of billions of dollars of capital.

ZCG has a global team comprised of approximately 400 professionals. The company is headquartered in New York, with affiliate offices
located in Pune and Mumbai, India, and Riyadh, KSA. For more information on ZCG, please visit www.zcg.com.

Disclaimer

The information set forth in these materials is not intended to be, and shall not be regarded or construed as, a recommendation for a
transaction or investment, financial or other advice of any kind, nor as constituting or implying any commitment whatsoever, including
without limitation an offer to purchase, sell or hold any security investment, loan or other financial product, or to enter into or arrange
any type of transaction. These materials contain information that is general in nature and accordingly have been prepared without
consideration of the investment objectives, financial situation or particular needs of any particular investor. Investors should consider
whether the behavior of these investments should be tested under assumptions different from those included in these materials. The
assumptions underlying the information presented in these materials may be modified from time to time to reflect changed
circumstances. ZCG has not undertaken to independently validate the accuracy of information provided by third party sources and is
not responsible for any inaccuracies in the data provided. Past performance is not indicative of future results. The information set forth
in these materials is provided for informational and discussion purposes only. No representations or warranties as to such information
are given or implied. The information provided herein may not be reproduced, distributed, or disclosed, in whole or in part, to any third
party without the prior written consent of ZCG.

* References to total “assets under management” or “AUM” represent assets managed by Z Capital Group (“ZCG") and its affiliates. The
methodology for calculating AUM includes (i) the enterprise values and the leverage of the portfolio companies, (ii) undrawn committed
capital, (i) structured vehicles, (iv) net asset values of open-ended vehicles and (v) other asset values owned and/or managed by ZCG
affiliates. The calculation may not be consistent with regulatory definitions.
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