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On a scale of 1 to 10, how would you describe
the outlook for your business?

Kreischer Miller Private Company Sentiment Index™

January 2021 | 6. 74
July 2020 | ——— ©.22
January 2020 | /.55
July 2019 | —— 6.93
January 20190 | /.74
July 2018 | —— 7 .35
January 2018 | ——7.79
July 2017 | — .22
January 2017 | — 7.06
July 2016 I 6.28
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What is your top business challenge?

Top 5 challenges cited among all respondents
On a scale of 1 to 10,
to what extent is your
top business challenge related to
the COVID-19 pandemic?

Access to
talent
38.0%
6.18
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Economic
conditions
20.2%
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Paycheck Protection Program Participation

Did you participate in the first round Do you plan to participate in the second
of federal government stimulus round of federal government stimulus
programs (e.g., PPP)? programs (e.g., PPP)?
100% 70%
89.9%

90% . 60% 58.1%
80%
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60% 40%

50%
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Contact the Presenter

Mario O. Vicari
Director
mvicari@kmco.com

Mario is a business advisor to privately-held companies, helping them to address the unique
challenges they face as they grow and to create value for their owners. He has over 30 years of
experience working with entrepreneurs and private and family-owned companies in a variety of
industries including construction, manufacturing, distribution, and services. His principal focus is on
assisting companies in maximizing value for their owners and realizing that value through a clear
transfer and exit strategy. Mario is expert in private company transfer strategies and methods, and his
work includes a wide range of advisory services including finance, valuation, strategy, and transaction

structure.
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About Kreischer Miller

Kreischer Miller is an accounting, tax, and business advisory firm that has been serving clients in the
Greater Philadelphia region since 1975. We've built our firm to respond to the unique needs of
growth-oriented private companies, helping you smoothly transition through growth phases, business
cycles, and ownership changes. The companies we work with need to be able to quickly adapt and
respond to changing market opportunities and challenges. That’s why our focus is on being
responsive, decisive, and forward-thinking. We’re up to the challenge—always looking at the road
ahead, not in the rear-view mirror. Learn more at www.kmco.com.

The Center for Private Company Excellence is a community—Ilive and virtual—created by Kreischer
Miller exclusively for privately-held companies. We recognize that private companies are different.
You face unique challenges in building your business and you have a distinct point of view. The
Center for Private Company Excellence provides a forum for business owners to interact and network
with peers as well as gain access to knowledgeable experts who provide valuable information, tools,
and resources to help you navigate these challenges and build your business. Learn more at
www.kmco.com/cpce.
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Poll Question 1

Is there light at the end of the tunnel?

O Yes. 2021 will wind up being better than 2020.
O No. The economic damage is done and 2021 is a lost year.
O Yes, but | fear it could be an oncoming train.
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COVID-19 Update

Total US Case Count and Daily New Casés
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COVID-19 Update

Total US Mortalities and-Daily Mortality Rate
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State Level COVID-19 Data
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Vaccines

248 Vaccines in Development

Lead Compan Vaccine Type Vaccine Name Trial Status [ Approval Status
Pfizer — BioNTech RNA-Based Comirnaty Phase Ill interim results  95.0% FDA Emergency Use
released November 16. Authorization (EUA) issued on

December 11. EMA issued
Conditional Marketing
Authorisation (CMA) on
December 21.

Moderna RNA-Based MRNA-1273 Phase Il interim safety 94.1% FDA Emergency Use
and primary efficacy Authorization (EUA) issued on
results published on December 18. EMA issued
December 30. CMA on January 6.
AstraZeneca Non-Replicating AZD1222 Phase Il trials interim 70% (90% with half-full  Awaiting US trial results. UK
Viral Vector analysis results published dose and 62% with full-full emergency use authorization
December 8. dose). approved December 30. EMA

issued CMA on January 29

Johnson & Johnson Non-Replicating ENSEMBLE 1 and Phase lll interim data 66% effective at FDA EUA application filed on
Viral Vector ENSEMBLE 2 released January 29. preventing moderate to February 4, decision expected
severe COVID-19, 100% on February 26.
effective against
hospitalization and death.

Sources: Company data, The Milken Institute, BBH Analysis Data as of 16 February 2021
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Share of population that has gotten at least one shot
.
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Poll Question 2

)

Have you received a COVID-19 vaccination shot yet?

Yes, | have received both doses of a two-shot vaccination.
Yes, | have received the first dose of a two-shot vaccination.
No, but | have an appointment to receive a vaccination.

No, and | am not scheduled to receive a vaccination.

| prefer not to answer.
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rief History of Pan

200M

Black Death (Bubonic Plague)
1347-1351

This only seems
o St unprecedented because ...

Spanish Flu Plague of Justinian
1916-1919 541-542

 It's happening in a globally
Interconnected economy.
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it  And it's happening to us!
The plague originated The outbreak wiped Smallpox killed an estimated 90% of The death toll of this plague -
in rats and spread to out 30-50% of Europe's Native Americans. In Europe during the Is still under debate as new
humans via infected fleas. population. It took more than 1800s, an estimated 400,000 people evidence Is uncovered, but
200 years for the continent's were being killed by smalipox annually. many think it may have
population to recover. The first ever vaccine was created to helped hasten the fall of
ward off smalipox. the Roman Empire.
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The Spanish Flu 1918-1919

40-50 Million Fatalities
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The Asian Flu 1957-1958
1.1 Million Fatalities
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Manufacturing Sentiment

US Empire State Manutacturing Survey
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Manufacturing Sentiment

Philadelphia Fed Business Outlook Survey
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Poll Question 3

)

If you had a sentiment survey for your own
business, what would the reading be for the first six

weeks of 20217

O Positive = improvement from the pace of activity in 4Q 2020.
O Negative = deterioration from the pace of activity in 4Q 2020.
O Zero = no meaningful change from 4Q 2020.
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U.S. Consumer Confidence

A Modest Rebound, But Still Depressed
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The Economic Record

GDP Quarter-to-Quarterat an Annual Pace
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Absolute GDP Levels

A 76% Recovery as of 462020

($ trillions)
Real Gross Domestic Product
19
4Q 2020
18
2Q 2020
17
16
15
14 Sources: Bureau of Economic Analysis, Atlanta Federal Reserve, BBH Analysis Data as of 16 February 2021
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Explosion of Savings

Economic Fuel

$ billions

20,000

18,000

$2.8
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Sources: Bureau of Economic Analysis, BBH Analysis Data as of December 2020

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

)



Fiscal Stimulus During the Pandemlc
A Brief History

Enactment Cost
Legislation Date ($ billions)

Coronavirus Preparedr_1e§s and Response 6 March 2020 $ 33
Supplemental Appropriations Act

Families First Coronavirus Response Act
(FFCRA) 18 March 2020 $ 1920
Coronavirus Aid, Relief, and Economic Security
Act (CARES Act) 27 March 2020 $ 2,225.0

Continued Asssistance for Unemployed 27 December 2020 $ 9150

Workers Act
American Rescue Plan TBD $ 1,900.0
Total $ 5,240.3

Sources: Congressional Budget Office, Biden Administration, BBH Analysis Data as of 16 February 2021
19
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Poll Question 4

)

On a scale of 1-5, how critical have various economic
support programs been for your business in 2020 and
20217

. Existentially important.

. Very important.

. Important, but not a matter of corporate life or death.

. Welcome, but not of critical importance to the business.
. Unimportant.

ONONONONG
g b~ W N -
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Federal Budget Balance as a Percentaged
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Outstanding Federal Debt

As Percentage of GDP
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Inflation ...

... orthe Lack Thereof

16%
Consumer Price Index (CPI) Year-over-Year Change
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10% 1990s 3.0% 6.3% 1.4%

Decadal Averages 2000s 2.6% 5.6% -2.1%
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The Velocity of Money

Money Supply Divided by Gross Domestic Pmo’ucz‘
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Breakeven Spreads

A Sharp Rebound in Inflation Expectations
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Yield Curves

Beginning to Reflect Rising Inflation
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Poll Question b

)

CPI inflation has averaged 1.8% over the past
decade. How does this compare to your business

experience?

O My input costs are rising more rapidly than these measures.
O This matches the input inflation | am experiencing.

O My inflation experience is below this rate.

27



Equity Market Valuations

)

35
Trailing Price-to-Earnings (PE)
Ratio for the S&P 500 Index 31.5x
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Conclusions

)

There is light at the end of the COVID tunnel. Wider availability of
vaccinations over the first half of 2021 should enable consumer
spending — and therefore economies — to continue recovering.

Accumulated personal savings will continue to fuel the recovery as
and when consumer confidence rebounds.

The Biden administration will prioritize further fiscal stimulus to
support the economic recovery ...

... wWhile the Federal Reserve is likely to leave monetary policy easier
(and interest rates lower) for longer.
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Conclusions

)

.-"_ \\Y ‘ . | I ’/\/
The combination of excess savings, expansionary fiscal policy, and
easy monetary policy, may lead to an acceleration in inflation after a
multi-decade secular downturn.

Equities provide the best opportunity to hedge against the threat of
future inflation, while both preserving and growing real wealth.

Current valuations seem expensive, but are backward looking, driven
by a narrow handful of large technology stocks, and supported by low
Interest rates.

Active investors can avoid this “tyranny of the index” by seeking a
more attractive tradeoff of risk and return than the index averages
reflect.
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Poll Question 6

Is there light at the end of the tunnel?

O Yes. 2021 will wind up being better than 2020.
O No. The economic damage is done and 2021 is a lost year.
O Yes, but | fear it could be an oncoming train.

31
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