


The Capital Structure Advantage

Less Leverage, Higher Returns: Why LMM Outperforms on a Risk-Adjusted Basis

Large-cap buyouts relied on leverage and material multiple expansion for 59% of returns (2010-2022).
With rates normalized, the LMM's equity-heavy model is structurally advantaged.

LEVERAGE BY DEAL SIZE (2009-2024)

ENTRY MULTIPLES: VALUATION DISCIPLINE

6.9x 9.6x 11.4x 11.8x

LMM SMID Large / Mega Broader PE
(<$100M EV) Buyout Buyout Median (2025)

WHY THE CAPITAL STRUCTURE MATTERS NOW

LMM Buyout Large / Mega Buyout

. Lower leverage (~3.9x) . Higher leverage (~5.7x)
= Higher equity cushion (>50% TEV) = 59% of 2010-22 returns from leverage +
= Returns driven by operational value multiple expansion

creation = Elevated refinancing exposure at higher
. Less refinancing risk in higher-rate rates

environment . Greater reliance on financial engineering
= ~4% higher net IRR vs large/mega = Entry multiples 11-15x compress exit

upside

With rates normalized, the era of leveraged beta is over. LMM's equity-heavy, operationally driven model
is built for the environment ahead.

Sources: Pantheon (2009-2024 buyout data); RCP Advisors / GPScout (1996-2024, n=8,415LMM deals); McKinsey Global Private Markets
Report 2026; Partners Capital 2025 PE Outlook; PitchBook. SMID is Small Mid-Cap
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DISCLAIMER

Ourreports, 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 data in 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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