Succession counts:
baby boomers’ dilemma 4

Demographics in markets such as the US
are changing. This year millennials will
reportedly become the largest generation,
overtaking baby boomers. Meanwhile the
latter continues to move into retirement,
many of which are company owners,
putting the future of trillions of financial
assets into question.

Unfortunately, many of these company
owners — particularly in the small to
medium-sized company sector — do

not have exit plans or readily available
means to transfer or sell their businesses.
This presents an interesting and growing
opportunity for private equity firms and
the wider investment community.

In our opinion, private equity is one of the
few options for small business owners
to generate liquidity and transition their

businesses in preparation for retirement.
Private equity firms providing capital from
dedicated buyout funds can help these
owners generate liquidity. Private equity
involvement allows business owners to
tap into institutional capital often for

the first time and facilitate their
succession plans.

Private equity buyers can also help
professionalise family businesses, for
example, by improving business strategy
and management. From an investment
standpoint, entry and exit multiples in
the small business space tend to be
more attractive than the larger segment
of the buyout market.

While wider macroeconomic concerns
over interest rates and inflation are
likely to persistin 2019, these should not
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worry investors in the small business
sector any more than in the larger
company space. Corporate balance
sheets are currently strong and, while
some are predicting a US market or
economic downturn after a long period
of economic growth, we believe the small
business sector, which tends to utilise
less leverage, is relatively insulated and
could withstand significant shocks or
even an economic downturn.

US SMALL BUSINESS OWNED BY
BABY BOOMERS

2.34M

Businesses owned
by baby boomers
in the United States
Employees: 24.7M
Payroll: $949.1B
Sales: $5.14T

Industry

. Accommodation & food services
B Admin & waste management
B Arts & entertainment

. Construction

Health & social care
Manufacturing
[ OtherIndustries
B rrofessional services
M Retail trade

[ | Transportation & warehousing
[ Wholesale trade
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uncertainties. Information and opinions presented have been obtained or derived from sources which BNY Mellon believed to be reliable, but BNY Mellon makes no representation to its
accuracy and completeness. BNY Mellon accepts no liability for loss arising from use of this material. If nothing is indicated to the contrary, all figures are unaudited.

Past performance is not a guidance to future performance.

Not for distribution to, or use by, any person or entity in any jurisdiction or country in which such distribution or use would be contrary to local law or regulation. This information may not be
distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances in which such offers or solicitations are unlawful or not authorized, or where there
would be, by virtue of such distribution, new or additional registration requirements. Persons into whose possession this information comes are required to inform themselves about and to
observe any restrictions that apply to the distribution of this information in their jurisdiction.

This information should not be published in hard copy, electronic form, via the web or in any other medium accessible to the public, unless authorized by BNY Mellon Investment Management.
Issuing entities

This information is approved for Global distribution, excluding the United States, and is issued in the following jurisdictions by the named local entities or divisions: Europe, Middle East,
Africa and Latin America: BNY Mellon Investment Management EMEA Limited, BNY Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA. Registered in England No. 1118580. Authorised
and regulated by the Financial Conduct Authority. « Switzerland: Issued by BNY Mellon Investments Switzerland GmbH, Talacker 29, CH-8001 Ziirich, Switzerland. Authorised and regulated
by the FINMA. « Dubai, United Arab Emirates: Dubai branch of The Bank of New York Mellon, which is regulated by the Dubai Financial Services Authority. This material is intended for
Professional Clients only and no other person should act upon it. Singapore: BNY Mellon Investment Management Singapore Pte. Limited Co. Reg. 201230427E. Regulated by the Monetary
Authority of Singapore. « Hong Kong: BNY Mellon Investment Management Hong Kong Limited. Regulated by the Hong Kong Securities and Futures Commission. « Japan: BNY Mellon Asset
Management Japan Limited. BNY Mellon Asset Management Japan Limited is a Financial Instruments Business Operator with license no 406 (Kinsho) at the Commissioner of Kanto Local
Finance Bureau and is a Member of the Investment Trusts Association, Japan and Japan Investment Advisers Association and Type Il Financial Instruments Firms Association. « Australia:
BNY Mellon Investment Management Australia Ltd (ABN 56 102 482 815, AFS License No. 227865). Authorized and regulated by the Australian Securities & Investments Commission. » Brazil:
this document is issued by ARX Investimentos Ltda., Av. Borges de Medeiros, 633, 4th floor, Rio de Janeiro, RJ, Brazil, CEP 22430-041. Authorized and regulated by the Brazilian Securities and
Exchange Commission (CVM). « Canada: BNY Mellon Asset Management Canada Ltd. is registered in all provinces and territories of Canada as a Portfolio Manager and Exempt Market Dealer,
and as a Commodity Trading Manager and Investment Fund Manager in Ontario.GEO0004 INV01457-018 Exp: 17 October 2019.T7352 11/18



