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Appreciative of Wells Fargo support as a
project collaborator for the MMI

Follow-up to the Black-Owned Middle
Market report published in 2024

Focus on Commercial Banking and
Diverse Segments



Middle Market — In The News

. THE WALL STREET JOURNAL.

With the 5&P 500 having entered correction territory, big-company stocks
are pricing in the potential effects of policies such as tariffs in real time. But
for a lot of investors, that isn't ...

walid

America's Best Midsize Companies of 2025 - TIME
TIME and 5tatista have named 500 top performing U.5. companies In the .5,
large companies dominate headlines and industry discussions, but mid-sized

companies, which have revenues between 5100 ...

time.com

Manufacturing

Tariff uncertainty puts middle-market suppliers in

a bind -""'Iﬁﬁl'THE Busmﬁss

¢ BUHH AI.S

By Joshua Mann - Editor, The National Observer, The Business Journals
Jun 2, 2025




The National Center for the Middle Market

The National Center for the Middle Market is a
collaboration between The Ohio State University’s Fisher
College of Business, Chubb, and Visa. It exists for a

Expertise

& Outreach

Middle Market
Research & Data
AN\

: . Al Quarterly Middle Share Research
smgl.e purpose: to ensure.that the vitality .and robustness @ ket ndicator M % Do
of Middle Market companies are fully realized as 7T~
fundamental to our nation’s economic outlook and

The Center is the leading source of knowledge,
leadership, and innovative research on the middle market
economy, providing critical data analysis, insights, and
perspectives for companies, policymakers, and other key
stakeholders, to help accelerate growth, increase
competitiveness and create jobs in this sector.

Interactive
Benchmarking Tools

— Research and
Expert Perspectives

Webinars and
Podcasts
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The Mighty Middle Market

U.S. MIDDLE MARKET DEFINED

\ / Annual Revenues Range from Accounts for
9 of All New

$10MM - $1B 60% rrivateSctor

iinn] Nearly Equivalent to the

L1 200,000 5, 5t LARGEST

Businesses Geographies

global economy

85%

of Companies
Are Privately Held

More than
$1 0 tri"ion in annual revenue

Represents

$8$
of Private Sector
ﬁﬁﬁ 1 I3 GDP and Employment




Middle Market Indicator

National Survey of C-Level Executives

Growth rates remain strong but are weaker than at any time

Revenue Growth . .
since the pandemic.

Self Administered Online Survey
2025 Q2- the survey has been revamped

ing key KPI’
preserving key > Firms indicate a reduced need for hiring new workers, but

Employment Growth . .
pioy workforce reductions are not yet evident.

Past year growth

Confidence in the economy
Insight Areas Current state of the business
Outlook for the future
Detailed corporate profiling

Confidence in the US economy is significantly lower than it

Economic Confidence . . .
was in December, largely due to increased uncertainty.

Financial decision makers Expansion and Investment As a result of the uncertainty, expansion activity is weaker

Private and Public Organizations
$10 million-<S$1 billion in Gross Revenue

Inflation, economic uncertainty, and the impact of trade

Challenges policy are the key challenges leaders face.

June December




What’s New?




Strategic Objectives

Important Strategic Objectives

2025 Q2
n=1000
Ranked 1-5 Ranked 1st
Growing revenue/increasing sales 17%
improving profitability/margins 1%
Reducing operational costs 10%
Expanding customer base 10%
Investing in technology 9%

Expanding market share 8%



Key Performance Indicators

Core KPIs of Middle Market performance are lower

Revenue growth is significantly lower Hiring is slowing significantly

16% 16%
14% 14%
12% 12%
10% 10%
8% 8%
6% 6%
4% 4%
2% 2%
0% 0%
2023 Q2 2023 Q4 2024 Q2 2024 04 2025 Q2 202502 2025 Q4 2024 Q2 2024 Q4 202502
Future growth perspectives are eighty basis points Confidence in the US Economy is 11% points lower than December
lower than they were in last wave
16%

14%
12%
10% .
8% o .

6%
4%

/2% 73% . 86% .

2023 Q2 2023 Q4 2024 Q2 2024 04 2025 Q2 vs. 2024 Q4 vs. 2024 Q4 vs. 202404 g

GLOBAL ECONOMY NATIOMAL ECONOMY LOCAL ECONOMY




REVENUE GROWTH EMPLOYMENT GROWTH
10.7% 7.4%

PAST 12 MONTHS PAST 12 MONTHS

0 5ty 0.4% 2.5%

° o SMALL LARGE

S&P 500 BUSINESS BUSINESS
8.1% 7.6%
NEXT 12 MONTHS NEXT 12 MONTHS

A RIIIT I LT XY Rt

CAPITAL INVESTMENT CONFIDENCE

2%

GLOBAL ECONOMY

3%

NATIONAL ECONOMY

86%




Trend Data

Middle Market Overview

OVERALL: POST-PANDEMIC (Since 2021 Q4):
Average revenue growth =7.5 Average revenue growth = 12.1
——Revenue Growth Average employment growth = 5.1 Average employment growth = 10.1
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PAST 12 MONTHS

10.7%

U.S. MIDDLE MARKET

0.57

S&P 500"

Source: Mid Year Middle Market Indicator Report

Past, current and projected revenue growth rates for the middle
market and the S&P 500 (%)

2L 26
202 2022 20235 2024 2Q'25 PROUECTED
o' Historical
25
23 @2 w2 ga 245 o Average

E'c/ \'n ﬂ 2012-25

[}

MMI REVENUE GROWTH RATE
S&P 500 REVENUE GROWTH RATE



Growth Remains Steady

2021 Q4 2022Q2 2022Q4 2023Q2 2023Q4 2024Q2 2024Q4 2025Q2
n=1000 n=1000 n=1001 n=1005 n=1001 n=1002 n=1003 n=1000

78% 79% 81% 81% 83% 82% 85%

Growth Leaders
(10% or higher)

Revenue
Increased

. 56% _
10%+ Down 7% since

Q2 2024
5% to 9%
1% to 4% 15% .
- Struggling
7% _—
No change % 19% (Decllnlng)
0

Revenue

decreased

Source: Mid Year Middle Market Indicator Report

Flat vs. Q2 2024




REVENUE GROWTH REVENUE GROWTH

PAST 12 MONTHS  NEXT 12 MONTHS PAST 12 MONTHS NEXT 12 MONTHS

i 10.8% 8.6%

SERVICES

8.6%

MANUFACTURING

ExoodiiM  117% @ 9.7% 10.8%

N/A N/A 7.2%

o 10.5% 8.9%
= 'i i i ’

5.7%

Source: Mid Year Middle Market Indicator Report



Percent of middle market companies engaging in expansion activities over the past 12 months

22 2022 20°23 224 2025

INTRODUCED A NEW
PRODUCT OR SERVICE

EXPANDED INTO NEW
DOMESTIC MARKETS

ADDED A NEW PLANT OR FACILITY
TAKEN ON NEW DEBT

Source: Mid Year Middle Market Indicator Report



PAST 12 MONTHS

7.4%

U.S. MIDDLE MARKET

0.4% 2.5%

SMALL LARGE
BUSINESS BUSINESS

Source Mid Year Middle Market Indicator Report

Past, current and projected employment growth rates for middle
market, small and large companies (%)

20'26

20'N 2022 223 20124 2425 PROJECTED
' Historical
s 5—"9 Average
/108 108 "-‘hh""‘*-—-—-...,..r--*' .\ 5.1%
101 fond 03 103 = -
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MMl EMPLOYMENT GROWTH RATE
ADP SMALL BUSINESS GROWTH RATE
ADP LARGE CORPORATION GROWTH RATE



Employment Growth Shows Pause

Workforce Increased

10%+

5% to 9%

1% to 4%

No change

Workforce Decreased

2022 Q2 2022Q4 2023Q2 2023Q4 2024Q2 2024Q4 2025Q2
n=1000 n=1001 n=1005 n=1001 n=1002 n=1003 n=1000
58% 56% 59% 58% 63%

0%

33%
-42%

42%

1{]%

43% 3>

8% |

43% 33%

8% |

-41%

32%

44%

13%
6% _

L42% 30%

7%

-37%

39%

7\




EMPLOYMENT GROWTH EMPLOYMENT GROWTH

PAST 12 MONTHS  NEXT 12 MONTHS PAST 12 MONTHS  NEXT 12 MONTHS

8.9% 9.1%

SERVICES FIHSTFII.IETIDN

8.2% 8.0%

FINANCIAL SERVICES

10.9% 11.1% 9.6%

N/A N/A 6.5%

RETAIL TRADE

mﬁ! 8.6% 8.9%
P

Source: Mid Year Middle Market Indicator Report

7.8%



Economic Confidence Falls

Confidence in Economy

Percent of middle market leaders expressing confidence in the global, national and local economies GLOBAL ECONOMY

72%

-4% vs. 2023

200N 20822 20023 20124 2G"25

LOCAL ECONOMIC CONFIDEMCE

MATIOMAL ECONOMIC CONFIDENCE NATIONAL ECONOMY

73%

-5% vs. 2023

GLOBAL ECONOMIC CONFIDENMCE

LOCAL ECONOMY

86%

+1% vs. 2023

Source: Year Middle Market Indicator Report



100% - —— Save —& -Invest It

30% -

60% -

40% -

20% -

2018 2018 z019 z0i19 z20ic 2020 2020 2021 2021 2022 2022 2023 2023 2024 2024 2025
44 13 20 30 40 20 4 20 44 lal aq 20 40 20 40 20,

Source: Mid Year Middle Market Indicator Report



Tenbldgy — specifically Al - are Top

Targets for Investment Dollars

WHAT WOULD YOU DO WITH AN EXTRA DOLLAR TO INVEST?

Artificial intelligence and other technologies
are prime targets for investment dollars.

o Other —1
Ammmtunns..______
Training and —— 5

Development 6

Mediate—= 8

Risks
AlLLOCATION

Mare OF
Personnel INVESTMENT

DOLLARS
%

Facilities
Information
Technology

Plant or Eqguipment

Source: Mid Year Middle Market Indicator Report

An increasing proportion of companies
is inclined to stockpile cash.

Save for future
financial
investments

% OF
SAVERS
THAT
WILL:

Hold more
cash



Expansion Extremely/Very Likely in Next 12 Months (Total MM)

—s—Introduce a new product or service —+—Expand into new domestic markets —+—QOpen a new line of credit
Bring in new equity investment =2— Add a new plant or facility —s—Expand into new international markets
=2—Take on new debt =2— Make an acquisition
70% T 658%

50%

30%

31
1
202102 2021 04 2022 Q2 2022 Q4 2023 Q2 2023 04 2024 Q2 2024 Q4 203_\'5\(1{

Source: Mid Year Middle Market Indicator Report



Challenges: Policy, Inflation, Uncertainty

ECONOMIC & FINANCIAL CHALLENGES
« Inflation, rising costs of materials, services and inputs,
economic uncertainty

WORKFORCE & TALENT CHALLENGES

= Attracting and hiring qualified talent, rising labor costs,

wage pressure and compensation demands

OPERATIONAL & TECHNOLOGY CHALLENGES
= Data privacy and cybersecurity threats, maintaining
operational efficiency
MARKET & REGULATORY CHALLENGES
« Impact of tariffs and trade policies and competitive
pressure




Core Business Issues




Top Challenges

Economic & Financial Challenges
Inflation/Rising costs (materials, services, inputs)
Economic uncertainty

Rising interest rates/Cost of capital/Financing costs
Financial market volatility

Reaching customers/Growing sales

Profitability pressures

Managing cash flow

Tax burden/complexity

Access to capital/Financing availability

Market & Regulatory Challenges

Impact of tariffs/trade policy

Competitive pressure within the industry
Geopolitical instability/International risks

Regulatory compliance burden/evolving standards

Workforce & Talent Challenges

Attracting and hiring qualified talent

Rising labor costs/Wage pressure/Compensation demands

Retaining employees/Employee turnover

Cost/Availability of employee benefits

Employee productivity/engagement

Managing hybrid/remote workforce

Operational & Technology Challenges

Cybersecurity threats/Data privacy and security

Maintaining operational efficiency

Adopting/Integrating new technology (e.g., Al, automation)

Supply chain disruptions/reliability

Cost of safety measures




Inflation and Talent Remain Top Emerging Risks

Top Risks Facing Company

2025 Q2
n=1000

Ranked 1-3

Ranked 1st

Supply chain risk 19%

Cybersecurity (system breaches and disruptions) 36% 13%

Digitalization and technology advancement (including artificial intelligence, machine
learning, etc.)

29% 10%
Reputation and brand risk 239% 9%

Regulatory or compliance risk 31% 8%

Political risk (domestic and international) 25% 7%

Credit/Capital risk 249, 7%



Tariffs

Effects Experienced/Anticipate Due To Recent Or How Concerned About The Potential Impact Of Future
Potential Tariffs/Trade Policy Changes Changes In Tariffs Or Trade Policy Over Next 1-2 Years

2025 Q2 2025 Q2

n=1000 n=1000

Increased customer prices 38% Extremely/Very Concerned

Reduced profit margins 32% Extremely concerned

Increased input/material costs 30%
Delays or disruptions in supply chain 27% Very concerned
Difficulty competing on price 26%

Need to find alternative suppliers (domestic or international)

Somewhat concerned
Increased administrative burden/complexity

Difficulty in long-term strategic planning/investment decisions

Not very concerned
Reduced export sales opportunities

Not at all concerned

Mo significant impact yet




Tariffs

Current Or Anticipated Impact Of Tariffs And Trade Policy On
The Following Aspects Of Business
2025 Q2
n=1000

Demand for your products/services (consider domestic & international) 55% 26% 19%

Complexity and cost of customs/import/export processes 54% 26% 20%

Ability to price your products/services competitively 54% 24%

Overall cost of goods sold (COGS) 53% 25%

Ability to accurately plan and forecast 52% 28%

Supply chain stability/reliability 51% 27%

Overall business profitability/margins 50% 20%

Cost of imported goods/materials 50% 26%

. Mo impact/Not applicable, Minor

Negative Impact Moderate negative impact [ critical/Significant Impact



Tariffs

Level Of Concern Regarding Potential Challenges Impacting Supply Chain Operations

2025 Q2
n=1000

30% ERY

Accurately forecasting customer demand amid market volatility

29% 37%

Dealing with volatility or increases in raw material/component costs

28% 38%

Ensuring supplier reliability and managing supplier risk (including geopolitical risks)

28% 39%

Building sufficient supply chain resilience to withstand major disruptions

26% 41%

Managing increasing transportation and logistics costs

31% 36%

Navigating logistics complexity, delays, or carrier availability issues
28% 10%

Balancing inventory levels to manage costs while ensuring product availability

29% 39%

Addressing labor shortages or skills gaps in key supply chain roles (e.g., warehousing, logistics)
Keeping up with changing regulatory requirements or international trade complexities 31% 28% 40%

Achieving sufficient visibility across the end-to-end supply chain 30% 29% 42%

Meeting sustainability (ESG) goals or requirements within the supply chain 26% 45%

Slightly/Not At All
Concerned

. Extremely/Very Concerned Moderately concerned .



Middle Market Companies Face Skills Gap

2021 Q4 2022 Q2 2022 Q4 2023 Q2 2023 Q4 2024 Q2 2024 Q4 2025 Q2
Extremely/ n=1000 n=1000 n=1001 n=1005 n=1001 n=1002 n=1003 n=1000
51% 48% 48% 46% 39% 46% 39% 32%

Very Challenged

3% 10% 11°
Extremely challenged 14% 13% o 14% 0

Very challenged

- 92% - 95% ~91%

93% 93% 37%

—96% —95%

1% 42%

35%
Somewhat challenged 33% 35% Sl 36%

Minimally challenged

Not at all challenged

Minimally/
Not At All Challenged

17% 17% 21% 20% 20% 18% 19%




Business Transition

Likelihood To Transition Ownership In The Next 24 Months

2024 Q4 2025 Q2
n=1003 n=1000
Extremely/Very Likely 24% 17%
Extremely likely 8%

1%
13%

9%

Very likely 17%

Somewhat likely 9%

Not very likely

Not at all likely

Not Very/Not At All Likely 66%




Digitization and Al




Digital Game Plan

Agreement with Statements about Company’s Digitization
(Strongly/Somewhat Agree)

2024 Q4 2025 Q2
n=1003 n=1000

Digital payments are an important function to our company 24%, 79%
A single view of key metrics, financials, expenses, inventory, etc. across
- . : - 84% 76%
multiple business systems would streamline operations
My company is more likely to shift to digital payments if they are embedded in
an ERP or accounting system 79% 73%
My arganization's digital vision is clear and comprehensive, widely understood,
76% 73%

and used to guide strategic decisions




Technology Focus

Technology Areas Plan To Invest In For The Near Future

2024 Q4 2025 Q2
n=1003 n=1000

Intelligence Tools (e.g., Bl, Al, or loT) A45% AA4%

CRM software 43% 40%
Accounting software 35% 30%

Expense management

Digitizing operations (moving to cloud,

going paperless) 39%

ERP solutions

Accounts payable automation tools 31%

Accounts receivable automation tools

Integrating disconnected systems & data




Benefits and Barriers

Benefits Of Digitization Barriers To Digitization
2025 Q2 2025 Q2
n=1000 n=1000

Cost-savings 58% Cost

Improved productivity 58% Time

Time-savings 59% Lack of knowledge

. Lack of staff resources
Competitive advantage

_ _ ) Lack of senior/leadership support
Improved customer experience/satisfaction

Not knowing where to go/what to do
Happier workforce

We do not have any barriers




Al Utilization

Use of Artificial Intelligence (Al
2025 Q2 & (A1) Developing Al Capabilities In-house

= 2025
n=1000 1=1000

Advanced data analytics and predictive modeling 39%

Automation of routine tasks 36%

Machine learning and deep learning applications 28%

Natural language processing and conversational Al 26% Actively Training Your Workforce On Al

2025 Q2
n=1000

A combination of the above 23%

Robotics and physical automation

Not using Al in any way




Artificial Intelligence - Perspectives

Al Benefits Al Concerns
2025 Q2 2025 Q2
n=1000 n=1000
Improving operational efficiency 5207 Concerns about data quality, security, or privacy 28%
Reducing operational costs 41% High implementation costs 27%
Concerns about the accuracy and reliability of Al system outputs g
Improving customer experience and satisfaction 40% Y o v P 24%
Lack of necessary Al skills and expertise within the company 23%
Driving overall revenue growth
Employee resistance to change or concerns about job impacts 239,
Increasing sales and marketing effectiveness
Increased cybersecurity risks associated with using Al tools 239,
Boosting innovation and developing new offerings
Lack of a clear strategy or understanding of where to best apply Al 19%
Gaining a competitive advantage
Uncertainty about financial return (ROI) 18%,
Enhancing strategic decision-making (e.g., data insights, forecasting)
Difficulty integrating Al with existing IT systems and infrastructure 17%
Strengthening cybersecurity and risk management Potential for algorithmic bias or ethical issues 15%
Improving HR functions (e.g., recruiting, employee productivity) Navigating complex or unclear Al regulations and compliance requirements 13%
Optimizing supply chain and inventory management Do not have any concerns 18%




Middle Market has experienced a slow down:

« Growth — while strong — has fallen from past 4 years of consistently high performance
» Uncertainty driving lower revenues, decreased hiring, and lower confidence across the board

» Future expansion plans are on hold as companies assume a more defensive posture

Biggest challenges include inflation, economic uncertainty, and trade/tariff policy
management

Al is becoming a more prevalent as well as accessible tool for the middle market The
benefits of Al tools are being used to address costs, productivity, and talentt
shortages



Future
Standard i

OWNED BUSINESS |

i:' PORTFOLIO
ADVISORS:x

FS INVESTMENTS®

MMI Data for Canada and Mexico — Exploring Private Debt and Private Equity Study of Veteran-Owned Middle Market
Presenting a Holistic North America View in the US Middle Market Companies and Unique Challenges and
Opportunities
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