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EXECUTIVE
SUMMARY

The Independent Sponsor model has moved from a workaround to a category.
Axial reports that Independent Sponsors closed 26.8% of all deals on its platform
through 2025, ahead of traditional PE funds at 21.1%, making Independent
Sponsors the single largest buyer type in the lower middle market. WhiteHorse
Capital estimates more than 1,500 active Independent Sponsors now operate in
the United States, nearly double the count from five years ago.

That growth is not happening in a vacuum. Capital providers are more numerous
and more institutional. SBIC funds backed 53% of Independent Sponsor deals in
2025, up from 34% three years earlier, according to Citrin Cooperman. Family
offices remain the dominant funding source, but J.P. Morgan's 2026 Global Family
Office Report finds that 37% of family offices plan to increase private equity
allocations over the next 12 to 18 months, and that club deals now represent 60%
of direct investment volume, a structural shift toward larger, more coordinated
capital stacks.

For Independent Sponsors, the implication is straightforward. The category is no
longer defined by scarcity of capital. It is increasingly defined by competition for
deals, rising diligence standards, and capital partners who expect institutional-
grade process from sponsors who, a decade ago, operated with far less scrutiny.
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THE CATEGORY
HAS OUTGROWN

ITS NICHE LABEL

The term "fundless sponsor" has largely disappeared from
industry use, replaced by "Independent Sponsor," a shift that
reflects more than branding. McGuireWoods' December 2025
conference takeaways describe a capital raising environment
heading into 2026 that remains active and increasingly
competitive despite broader fundraising headwinds across private
equity.

The scale supports that framing. Citrin Cooperman's 2025 report
found that 72% of Independent Sponsors are now required to
contribute a 2% to 5% GP commitment, a term that was
uncommon in earlier years and signals capital partners treating
Independent Sponsor transactions with the same alignment
standards applied to committed funds.

INSTITUTIONAL
CAPITAL IS
NORMALIZING
THE MODEL

The capital base backing Independent Sponsors looks
meaningfully different than it did even two years ago. Monroe
Capital closed $6.1 billion in new investable capital in
January 2026 for a private credit strategy targeting sub-$35
million EBITDA lower middle market lending, capital explicitly
built for the size range where Independent Sponsors operate.
SBIC vehicles have followed the same path, with Tecum
Capital Fund IV closing at $325 million in July 2025 and
Argosy's latest SBIC vintage closing at $175 million.

For Independent Sponsors, more institutional capital changes
the negotiation. Debt is less often the constraint on a deal.
Sourcing proprietary opportunities and selecting the right
equity partner increasingly determine whether a deal gets
done, and on what terms.
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As capital has concentrated, so has sector focus. Sub-sector
data from Capstone Partners shows tactical products up 54.3%
year over year in 2025, outdoor recreation up 47.7%, and
vitamins and supplements up 30%, even as the broader
consumer category lagged. Manufacturing tells a similar story,
with roughly $1.6 trillion in announced US manufacturing and
industrial investment commitments since January 2025,
according to the IndustrialSage Manufacturing Investment
Tracker, pulling specialized capital partners deeper into that
vertical.

Capital partners are organizing around these sub-sectors
directly. Topspin Consumer Partners closed its third fund at
$328 million in April 2026, oversubscribed against a $250
million target, with a stated focus on health and wellness,
personal care, and food and beverage platforms in the $3
million to $15 million EBITDA range, the exact size band where
Independent Sponsors source. The takeaway for Independent
s Sponsors is that a defined vertical is no longer a preference. It is
A increasingly the basis on which capital partners decide whether
= to engage at all.

I1ISN.

INSIGHTS

b 1§

Y

o\



EXPECTATIONS ON
SPEED AND PROCESS
HAVE RISEN

Maturation has also raised the bar on execution. A widely cited
industry estimate holds that 73% of M&A advisors believe
Independent Sponsor transactions take longer to close than
traditional PE-backed deals, a gap rooted in the post-LOI capital
raise that defines the model. Citrin Cooperman's data shows the
median Independent Sponsor promote running 15% to 25% on a
tiered waterfall, with 64% of sponsors earning 25% or more at the
top tiers, terms that increasingly require sponsors to demonstrate
process discipline before capital partners will commit.

That same data shows 59% of capital partner engagements are
repeat relationships, a sign that the sponsors who win
consistently are the ones who treat each raise as part of a track
record, not a one-off event.
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WHAT ACTUALLY
MATTERS NOW

01

The Independent Sponsor
model has crossed from
niche to mainstream.
Operating with institutional-
grade diligence and
reporting is no longer

Capital providers are more

plentiful but more selective.

Sector specialization is
becoming a precondition
for engagement, not a
differentiator.

SBIC and private credit
growth has eased the debt
side of the capital stack.
The constraint has shifted
to proprietary sourcing and
equity partner selection.
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Repeat capital partner
relationships are
increasingly the norm. A
disciplined first raise
shapes access to capital
on every deal that follows.
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DISCLAIMER

This presentation does not constitute an offer to sell or the solicitation of an offer to purchase any security. Recipients of this presentation agree that none of
Independent Sponsor News (“ISN”) or its affiliates or its or their respective partners, members, employees, officers, directors, agents, or representatives shall have
any liability for any misstatement or omission of fact or any opinion expressed herein. Each recipient further agrees that it will (i) not copy, reproduce, or distribute
this presentation, in whole or in part, to any person or party including any employee of the recipient other than an employee directly involved in evaluating an
investment in any funds (the “Fund or Funds”) without the prior written consent of ISN; and (ii) keep permanently confidential all information contained herein that is
not already public. The information contained herein is preliminary, is provided for discussion purposes only, is only a summary of key information, is not complete,
and does not contain certain material information about the Fund, including important conflicts disclosures and risk factors associated with an investment in the
Fund, and is subject to change without notice. Any offer, sale or solicitation of interests with respect to the Fund will be made only pursuant to the Fund’s confidential
private placement memorandum (the “Memorandum”), limited partnership agreement, and subscription agreement, and will be subject to the terms and conditions
contained in such documents in accordance with applicable securities laws. This presentation is qualified in its entirety by reference to the Fund’s Memorandum,
including without limitation all of the cautionary statements and risk factors set forth therein, the limited partnership agreement and the subscription agreement
related thereto, copies of all of which will be made available in the future to qualified investors upon request and should be read carefully prior to any investment in
the Fund. The information in this presentation is not presented with a view to providing investment advice with respect to any security, or making any claim as to the
past, current or future performance thereof, and ISN expressly disclaims the use of this presentation for such purposes. Each recipient should consult its own
advisers as to legal, business, tax and other related matters concerning an investment in the Fund. Past performance is not necessarily indicative, or a guarantee, of
future results. Information about the Fund and prior investments made by ISN is provided solely to illustrate ISN’ investment experience, and processes and
strategies. Such information is not intended to be indicative of the Fund’s future results. There can be no assurance that the Fund will achieve comparable results as
those presented or that the Fund will be able to implement its investment strategy or achieve its investment objective. Investors in the Fund may lose part or all of
their invested capital. Statements contained in this presentation are based on current expectations, estimates, projections, opinions and beliefs of ISN as of the date
hereof. Such statements involve known and unknown risks and uncertainties, and undue reliance should not be placed thereon. Neither ISN nor any of its affiliates
makes any representation or warranty, express or implied, as to the accuracy or completeness of the information contained herein and nothing contained herein
should be relied upon as a promise or representation as to past or future performance of the Fund or any other entity. Unless otherwise noted, the information
contained herein is unaudited and may be preliminary and subject to change, and ISN and its members, partners, stockholders, managers, directors, officers,
employees and agents do not have any obligation to update any of such information. Certain figures in this presentation have been rounded. In addition, certain
information contained herein has been obtained from published and non-published sources and / or prepared by third-parties, and in certain cases has not been
updated through the date hereof. While such information is believed to be reliable for the purposes of this presentation, ISN assumes no responsibility for the
accuracy or completeness of such information and such information has not been independently verified by it. Certain information contained herein constitutes
“forward-looking statements,” which can be identified by the use of terms such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,” “continue,”
“expects,” “anticipates,” “projects,” “future,” “targets,” “i plans,” “believes,” “estimates” (or the negatives thereof) or other variations thereon or comparable

» o«

intends,
terminology. Forward looking statements are subject to a number of risks and uncertainties, some of which are beyond the control of ISN, including among other
things, the risks listed in the Memorandum. Actual results, performance, prospects or opportunities could differ materially from those expressed in or implied by the
forward-looking statements. Additional risks of which ISN is not currently aware also could cause actual results to differ. In light of these risks, uncertainties and
assumptions, prospective investors should not place undue reliance on any forward-looking statements. The forward-looking events discussed in this presentation
may not occur. ISN undertakes no obligation to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.
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