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When interest rates are increasing, the values of
businesses can be influenced by several factors. Here
are some key considerations when contemplating selling
your company:

Cost of borrowing

As interest rates rise, the cost of borrowing for businesses
also increases. This can impact businesses that rely on
debt financing as higher borrowing costs can reduce
profitability and cash flow. Companies with high levels of
debt may face challenges in servicing their debt, which
can affect their valuation.

Discounted cash-flow analysis

The value of a business is often estimated using
valuation methods like the discounted cash-flow analysis.
In a rising rate environment, higher discount rates are
used in the analysis. This means that future cash flows
are discounted at a higher rate, potentially lowering the
present value of those cash flows and, consequently, the
overall business valuation.

Sector and industry sensitivity

Different sectors and industries may respond differently
to increasing interest rates. For example, sectors such
as financial services and banking may benefit from higher
interest rates as they can improve their net interest
margin and profitability. On the other hand, sectors

like real estate or highly leveraged industries may face
challenges resulting from increased borrowing costs and
reduced affordability.

Investor sentiment and market dynamics

Changing interest rates can influence investor sentiment
and market dynamics. Rising interest rates may lead

to a shift in investment preferences as fixed-income
securities become more attractive relative to equities.
This can impact the valuation multiples and demand for
businesses across the different sectors, affecting their
market values.
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Impact on customer spending

Increasing interest rates can have an indirect impact
on businesses through changes in consumer spending
patterns. Higher borrowing costs for individuals may
reduce their purchasing power and discretionary
spending, which can affect businesses that rely heavily
on consumer demand. Industries such as retail,
hospitality, and automotive may experience decreased
sales and potential valuation adjustments.

Economic factors and inflation

Rising interest rates are often associated with efforts to
control inflation. As interest rates increase, borrowing
costs rise, which can help moderate inflationary
pressures. Businesses must consider the broader
economic environment and inflationary trends when
assessing their value, as inflation can impact pricing,
input costs, and profit margins.
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It's important to note that the impact of increasing interest rates on business values can vary depending on the specific
circumstances, industry dynamics, and overall economic conditions. Businesses should monitor market trends, adjust
their financial projections, and consider the potential effects of rising interest rates when analyzing their valuations.

Professional guidance from financial advisors or valuation experts can provide valuable insights tailored to a specific
business situation.

For more information, please contact your advisor.

The Key Wealth Institute is a team of highly experienced professionals representing various disciplines within wealth
management who are dedicated to delivering timely insights and practical advice. From strategies designed to better
manage your wealth, to guidance to help you better understand the world impacting your wealth, Key Wealth Institute
provides proactive insights needed to navigate your financial journey.
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The Key Wealth Institute is comprised of financial professionals representing KeyBank National Association (KeyBank) and certain affiliates, such as Key Investment Services
LLC (KIS) and KeyCorp Insurance Agency USA Inc. (KIA).

Any opinions, projections, or recommendations contained herein are subject to change without notice, are those of the individual author(s), and may not necessarily represent
the views of KeyBank or any of its subsidiaries or affiliates.

This material presented is for informational purposes only and is not intended to be an offer, recommendation, or solicitation to purchase or sell any security or product or to
employ a specific investment or tax planning strategy.

KeyBank, nor its subsidiaries or affiliates, represent, warrant or guarantee that this material is accurate, complete or suitable for any purpose or any investor and it should
not be used as a basis for investment or tax planning decisions. It is not to be relied upon or used in substitution for the exercise of independent judgment. It should not be
construed as individual tax, legal or financial advice.

The summaries, prices, quotes and/or statistics contained herein have been obtained from sources believed to be reliable but are not necessarily complete and cannot be
guaranteed. They are provided for informational purposes only and are not intended to replace any confirmations or statements. Past performance does not guarantee
future results.

Investment products, brokerage and investment advisory services are offered through KIS, member FINRA/SIPC and SEC-registered investment advisor. Insurance products
are offered through KIA. Insurance products offered through KIA are underwritten by and the obligation of insurance companies that are not affiliated with KeyBank.
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