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Unlocking Returns in the Undervalued and the Novel

How Lower Middle Market PE Firms Create Alpha

Private equity has evolved from financial engineering and leveraged

buyouts to operational value creation. The most sophisticated PE firms
now maintain dedicated operating and data science teams with expertise
in Lean, Six Sigma, Kaizen, and continuous improvement methodologies.

= Operational Excellence ROI: Programs deliver 3:1 up to as much as
15:1 ROl within hold periods

= Kaizen Culture Building: 15-25% productivity gains over 2-3 years

= Six Sigma Impact: $3-5M EBITDA improvement for $100M revenue
companies, creating $18-30M enterprise value

= Lean Transformations: 25-45% productivity gains, 50%+ working
capital improvement, capacity for 30-50% revenue growth

= Premium Exit Multiples: Companies with embedded operational
excellence command premium valuations
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Key Highlights

Patient Capital Without Short-Term Pressure:

= PE firms optimize for 3-7 year value creation, not quarterly earnings.

= Patience enables multi-year operational improvement programs with
24+ month paybacks that public companies cannot justify to analysts.

Pattern Recognition Across Holdings:

= Firms with 10+ portfolio companies encounter the same operational
problems repeatedly.

= This pattern recognition dramatically reduces execution risk.

= QOperational improvement teams know what works because they’ve
implemented programs dozens of times.

Access to Operational Talent:

= PE firms can recruit operations teams that individual middle market
companies would struggle to afford independently.

= These experts rotate across 10+ portfolio companies, delivering elite
expertise at a fraction of the cost of permanent hires.

Governance and Accountability:

= PE board oversight creates forcing mechanisms for operational
discipline.

= Monthly operating reviews with specific improvement metrics and
compensation tied to operational KPIs drive execution velocity.

Learn more at www.omnigenceam.com/insights
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Disclaimer

Our reports, including this paper, express our opinions which have been based, in part, upon generally available public
information and research as well as upon inferences and deductions made through our due diligence, research and
analytical process. The information contained in this paper includes information from, or data derived from, public
third party sources including industry publications, reports and research papers. Although this third-party information
and data is believed to be reliable, neither Omnigence Asset Management nor its agents (collectively “Omnigence”)
have independently verified the accuracy, currency or completeness of any of the information and data contained
in this paper which is derived from such third party sources and, therefore, there is no assurance or guarantee as to
the accuracy or completeness of such included information and data. Omnigence and its agents hereby disclaim any
liability whatsoever in respect of any third-party information or data, and the results derived from our utilization of that
datain our analysis. While we have a good-faith belief in the accuracy of what we write, all such information is presented
“as is,” without warranty of any kind, whether express or implied. The use made of the information and conclusions set
forth in this paper is solely at the risk of the user of this information. This paper is intended only as general information
presented for the convenience of the reader and should not in any way be construed as investment or other advice
whatsoever. Omnigence is not registered as an investment dealer or advisor in any jurisdiction and this report does
not represent investment advice of any kind. The reader should seek the advice of relevant professionals (including
a registered investment professional) before making any investment decisions. The opinions and views expressed
in this paper are subject to change or modification without notice, and Omnigence does not undertake to update or
supplement this or any other of its reports or papers as a result of a change in opinion stated herein or otherwise.
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