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Operational Optimization: the Key to Sustainable

Value Creation

If one had to choose a term to describe the current
economic context, « uncertainty » would likely be
one of the most appropriate. This uncertainty is
causing a slowdown in the volume of private equity
activity in the early months of 2025, despite the
rather positive recovery outlook at the end of 2024.
High interest rates could therefore remain in place
for a long time, an element to consider in a private
equity strategy.

Value creation in buyout strategies generally comes
from three sources: 1) Multiple expansion, 2) Margin
expansion, 3) Revenue growth. For example,
multiple expansion alone accounted for nearly half
(47%) of the strategy’s value creation between 2013
and 2023. Moreover, high interest rates have
continued to reduce add-on transactions, which
now represent only 1% of buyout deal value,
compared to a peak of 40% in 2015! With the
increase in financing costs, it has become
increasingly  difficult to make consolidation
strategies profitable.

It is reasonable to think that multiple expansions
will no longer be as pronounced in the next few
years. As a result, to maintain the expected industry
returns, private managers will need to set
themselves apart even more with operational
optimization. Our investment team places
particular emphasis on this aspect in its due
diligence process.

1 Source: Global Private Equity Report 2025, Bain & Company

MEDIAN INDEXED VALUE-CREATION FOR GLOBAL BUYOUTS, BY
QUARTILE PERFORMANCE (DEAL ENTRY YEARS 2013-23)

Margin expansion is part of what gives top-quartile deals their edge
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Multiple expansion 50%

Margin expansion 15 %

Revenue Growth 35%

Note: Top- and bottom-quartile deals by internal rate of return; to and bottom quartiles include
only deals with IRR data available; includes fully and partially realized global buyout deals by
year of entry; includes deals with invested equity capital of $50 million or more; excludes real

Top-quartile deals All deals Bottom-quartile deals

estate; all figures calculated in US dollar.
Source: DealEdge powered by CEPRES data; Bain analysis

Did you know?

A GP-led continuation vehicle is a fund created to
extend the holding period of existing assets
beyond the initially planned duration in order to
maximize value creation. Instead of selling the
asset to a strategic buyer or another private
manager, the manager transfers the investment
into a new vehicle that they also control. Investors
in the initial fund typically have the option to sell
their stake or transfer it into the new vehicle.
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Selecting a manager involves a detailed analysis of
their historical performance for each company held,
as well as their ability to establish a clear and
repeatable strategy to create value through
operational optimization. We do not rely on multiple
expansion in our base scenario; it would only be an
additional benefit if it materializes.

The importance of selecting the right manager is
clearly demonstrated in Bain's data. The most
successful funds are those that have been able to
generate value through revenue growth and margin
optimization in addition to market beta (multiple
expansion).

Quarterly highlights

= Capital raising in global private markets has
declined for the third consecutive year, dropping
to levels similar to those of 2015/2016. This trend
can be partly explained by investors’ increased
need for distributions to maintain their high level
of commitment, as they have raised their
allocations to alternative investments in recent
years. The level of distributions remains a major
focus for many investors.

= Despite a challenging capital raising
environment in the market, we see a clear trend
favouring major players (>$10B) who are able to
meet their targets for new funds. Additionally,
there is a growing interest among investors in
small and mid-cap funds targeting niche sectors.
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Therefore, we believe that the ability of private
managers to create value in operational
optimization, whether through specialized
optimization teams, data scientists streamlining
processes, supply chain optimization teams, and
many others, will be crucial in distinguishing winners
from losers.

In conclusion, we believe it is essential to build a
diversified portfolio that takes into account the
expertise of a private manager and their ability to
replicate previous successes despite an environment
where interest rates remain high.

= The market remains subdued due to
uncertainties. In the private equity sector, we
have noticed an increase in transactions where
managers are leveraging existing assets:
doubling down by acquiring an additional stake
in the business, recapitalizing the equity table, or
executing cross-fund  transactions. In the
infrastructure space, Europe shows the potential
to partially offset the limited opportunities in the
United States, thanks to a more supportive policy
framework expected to drive investment.



About iA Global Asset Management (iAGAM)

ROOTED IN HISTORY, INNOVATING FOR THE FUTURE.

A magnet for top investment talent, iA Global Asset Management is one of Canada’s largest asset
managers, with over $100 billion under management across institutional and retail mandates. We help
investors achieve their long-term wealth creation goals through innovative investment solutions
designed for today's complex markets. We are building upon our historic success, supporting the
growth of our core strengths, and exploring innovative ways to meet investor needs. We are rooted in
history and innovating for the future. Our experienced portfolio managers use a proprietary investment
methodology, rooted in IAGAM's unifying commitment to strong risk management, analytical rigor and
a disciplined, process-driven approach to asset allocation and security selection.

General Disclosures

The information and opinions contained in this report were prepared by iA Global Asset Management (“IACAM”").
The opinions, estimates and projections contained in this report are those of IAGAM as of the date of this report and
are subject to change without notice. IAGAM endeavours to ensure that the contents have been compiled or
derived from sources that we believe to be reliable and contain information and opinions that are accurate and
complete. However, iIAGAM makes no representations or warranty, express or implied, in respect thereof, takes no
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. There is no representation, warranty, or other assurance
that any projections contained in this report will be realized. The pro forma and estimated financial information
contained in this report, if any, is based on certain assumptions and analysis of information available at the time
that this information was prepared, which assumptions and analysis may or may not be correct. This report is not
to be construed as an offer or solicitation to buy or sell any security. The reader should not rely solely on this report
in evaluating whether or not to buy or sell securities of the subject company. The reader should consider whether it
is suitable for your particular circumstances and talk to your financial advisor. iA Global Asset Management, iAGAM
and the iA Global Asset Management logo are trademarks of Industrial Alliance Insurance and Financial Services
Inc. and are used under license. iA Global Asset Management and iIAGAM are tradenames under which Industrial
Alliance Investment Management Inc. and its subsidiary iA Global Asset Management Inc. operate.
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