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MERGERS & ACQUISITIONS

THE FEDERAL TRADE COMMISSION & REGULATORY LANDSCAPE

An expected Trump administration shift would likely
favor a business-friendly regulatory stance, impacting
the Federal Trade Commission (FTC) and Department
of Justice (DOJ) oversight of mergers. Under Lina Khan,
the FTC has intensified scrutiny on potential
monopolies, particularly in technology and healthcare.
However, a Trump appointee may prioritize expedited
review processes, reducing regulatory hurdles and
encovuraging consolidation, especially in sectors that
had previously faced substantial resistance. For example, Trump'’s previous approach
facilitated large bank mergers, which were stymied under Biden-era regulations.

FOCUS ON ECONOMIC GROWTH

Beyond easing restrictions, Trump’s policies may incentivize growth-driven mergers. The
reduction of corporate tax rates and incentives for domestic production—hallmarks of his
initial term—would likely be resurrected, with favorable tax treatment for strategic growth
initiatives and acquisitions. Companies, especially in energy, industrials, and financials, may
see this as an opportunity to expand through acquisitions without fear of protracted
regulatory roadblocks.

IMPACT ON AEROSPACE & DEFENSE M&A

The Aerospace & Defense sector is poised for significant M&A acceleration as Trump returns
to office, supported by a focus on increasing defense spending and strengthening the U.S.
defense industrial base. This shift could create optimal conditions for strategic acquisitions
and consolidation among defense companies, especially those positioned to meet national
security demands.

A Trump administration’s emphasis on securing U.S.-based defense
supply chains could drive investment in smaller, specialized
emerging technology suppliers in areas like electronics, advanced
manufacturing, and cybersecurity. Additionally, the strategic
priority of countering near-peer threats, especially China and
Russia, could fuel M&A as companies expand capabilities in
missile defense, unmanned systems, and cyber.

© KAL Capital, 2023



DEPARTMENT OF DEFENSE BUDGET

PROCUREMENT VS. RESEARCH & DEVELOPMENT

A Trump administration is expected to 35 Procurement S to R&D $ Ratio
emphasize immediate military readiness,
primarily through enhanced procurement
spending. Whereas the Biden administration 2.5
increased the RDT&E budget at the expense of 5
procurement, Trump's priorities would likely

focus on tangible assets like ships, planes, and 1.5
munitions—particularly critical for addressing 1
threats in the Indo-Pacific. Reallocating funds
from lower-priority R&D initiatives to boost
procurement of platforms such as Virginia-class 0

3

0.5

submarines and F-35 fighter jets, underscoring a AR EEEEEEEEEERE
practical focus on bolstering military capacity. A A
NEAR-PEER THREATS
Defense as % of GDP at With rising global powers such as China and Russia in
10% Historic Lows focus, the conservative defense budget suggests
8% channeling resources into capabilities designed to
° counter these near-peer threats. This includes
6% enhancing nuclear deterrence and bolstering military
4% assets in the Indo-Pacific. Trump’s previous military
2% initiatives emphasized forward-operating assets and
0% procurement of advanced equipment, both of which
YN Yasragg e g u alignwith this goal of maintaining competitive
TZTZ2TZTZTZTZTRKRKKE positioning in key regions.

GROWING THE SUBMARINE INDUSTRIAL BASE

A Trump administration will prioritize U.S. Navy vs. PLA Shipbuilding
expanding the submarine industrial base 500

and support production above two subs per 450 /
year. With Congress and the Navy already

targeting a five-fold increase in new 400

construction requirements (including over 350

$16 billion in additional funding through L
FY28) a continued emphasis on procurement 300
would bolster the entire naval manufacturing 250
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supply chain. This |.nve-sjrmem‘ is expected to ng, ‘»& '19"' '»& 'v& '19'5 '19'5 ,‘9"3",19'5 '»& '9%
address parts availability, strengthen the
supplier base, and expand shipbuilding ——U.3. Navy Baftle Force Ships, PB25
infrastructure and workforce training. —PLA Battle Force Ships
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TAX POLICY EXPECTATIONS

TARIFF POLICY

Trump’s “America First” policy intends to reduce reliance on foreign goods, with proposed
tariffs of 10% to 20% on every countiry that trades with the U.S., and 60% tariffs on China. A
renewed trade war with China would be a potential setback for American OEM Boeing and
its downstream supply base, which has longed to restart sales in one of the most lucrative
airliner markets in the world. Boeing aircraft deliveries to China peaked in 2018, when 24% of
Boeing plane deliveries were to Chinese carriers. During Trump'’s first term, China committed
to substantial purchases of U.S. goods — including Boeing aircraft — as part of the 2020
"Phase One" trade deal, which was intended to reduce the U.S.-China trade deficit. If similar
negotiations were renewed, China might agree to purchase more U.S. aircraft as part of
efforts to ease tariff pressures and ensure access to the U.S. market for Chinese goods.

CORPORATE TAX POLICY

A second Trump administration is widely expected to pursue further reductions in corporate
tax rates, potentially lowering them to 20% or even below. Building on the 2017 Tax Cuts and
Jobs Act, which reduced the corporate tax rate from 35% to 21%, Trump's approach aims to
increase the competitiveness of U.S. businesses on the global stage. Lower corporate taxes
leave companies with more capital, which could stimulate business investments, R&D, and
job creation across various industries.

For the M&A market, a reduction in corporate taxes would likely create a more favorable
environment for acquisitions, as companies could reinvest tax savings into growth initiatives,
including strategic acquisitions. Lower taxes would increase available cash flow, improving
leverage ratios and financial metrics, which are often crucial in determining the feasibility of
mergers and acquisitions. Additionally, reduced tax burdens can make U.S.-based
companies more attractive to both domestic and international investors, potentially driving
up valuations in sectors like technology, energy, and industrials.

CAPITAL GAINS TAX POLICY

President Trump has not specifically committed to lowering capital gains taxes in his 2024
campaign, but his previous administration’s focus on tax cuts suggests he would likely favor
maintaining or reducing current rates. His general approach aims to create a favorable
investment environment, encouraging economic growth by preserving lower tax burdens on
capital gains.

In contrast, Vice President Kamala Harris had proposed raising the capital gains tax rate to
28% for individuals earning over $1 million, a move intended to increase revenue from
taxpayers. This higher rate would impact high-income investors’ after-tax returns and could
negatively influence investment strategies. While Harris emphasized progressive taxation,
Trump’s likely approach would focus on minimizing tax liabilities to promote investment.
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This presentation has been prepared by KAL Capital Markets LLC (“KAL Capital”) for the exclusive use of the party to whom KAL Capital delivers this presentation
(together with its subsidiaries and affiliates, the “Recipient”) using publicly available information. KAL Capital has not independently verified the information contained
herein, nor does Salem make any representation or warranty, either express or implied, as to the accuracy, completeness or reliability of the information contained in this
presentation, or any other information (whether communicated in written or oral form) fransmitted to or made available to the Recipient. Any estimates or projections as
to events that may occur in the future (including projections of revenue, expense, net income and stock performance) are based on publicly available information as of
the date of this presentation. There is no guarantee that any of these estimates or projections will be achieved. Actual results will vary from the projections and such
variations may be material. Nothing contained herein is, or shall be relied upon as, a promise or representation as to the past or future. KAL Capital expressly disclaims any
and all liability relating to or resulting from the use of this presentation.

This presentation has been prepared solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial
instruments. The Recipient should not construe the contents of this presentation as legal, tax, accounting or investment advice or a recommendation. The Recipient is
urged fo consult its own counsel, tax and financial advisors as to legal and related matters concerning any information described herein. This presentation does not
purport to be all-inclusive or to contain all of the information that the Recipient may require. No investment, divestment or other financial decisions or actions should be
based solely on the information in this presentation. The Recipient should not rely on any information contained herein.

This presentation has been prepared on a confidential basis solely for the use and benefit of the Recipient. The Recipient agrees that the information contained herein
and in all related and ancillary documents is not to be used for any other purpose, that such information is of a confidential nature and that Recipient will treat it in a
confidential manner. Distribution of this presentation to any person other than the Recipient and those persons retained to advise the Recipient who agree to maintain the
confidentiality of this material and be bound by the limitations outlined herein, is unauthorized without the prior consent of KAL Capital. This material must not be copied,
reproduced, distributed or passed to others at any time without the prior written consent of KAL Capital.
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