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Value Creation In Private Equity

Customer & Market Due Diligence of Electrical Products Manufacturer: Evalu-
ating Brand Health/Positioning In Light Of Technology Changes & Channel Dynamics

The Challenge: Our client, a mid-market PE firm, was evaluating an investment in a 130+ year-old electrical products manufacturer
with a strong legacy brand and broad presence across electrical distribution, HVAC, and pool & spa channels. Although the
target was known for its brand and high-quality products, the client was concerned that the target had underinvested in digital
technologies, losing ground to more innovative competitors. Accordingly, the client asked Gotham to conduct a 3-week customer &
market due diligence to establish: (1) the target’s brand health and positioning with electrical contractors; (2) distribution channel
dynamics; (3) the target’s recession risk, technology risk, sourcing advantage, and pricing opportunity; (4) the target’s product
expansion opportunities; and (5) the pool & spa demand outlook, competitive landscape, and the target’s growth opportunity.

Electrical Contractor Channel Competitive Positioning Assessment: Gotham undertook a comprehensive and multi-faceted
effort that involved:

» Conducting 27 interviews and gathering 175 anonymous survey responses from electrical contractors and distributors to:
assess contractors’ product needs, buying behavior, and replacement dynamics; analyze the target’s brand health, pricing,
and competitive positioning; understand the role of manufacturer’s reps; and gather views on market trends, technology, and
recession impact

Reviewing distributor product catalogs to assess market positioning, SKU availability, and sourcing exposure of key players
Establishing lighting controls market and competitive dynamics by: assessing demand outlook and building code implications;
evaluating the competitive landscape and the target’s positioning in key product categories; and modelling the impact of the
technological/digital shift on demand

Assessing pricing dynamics and recession risk, including the impact of Covid-related inventory destocking on demand and sales
Building a market sizing model, conducting interviews, and performing secondary research to establish pool & spa market and
competitive dynamics.

The Lighting Controls Market Is Undergoing A Shift Driven By Technological Advancements And Building Code Changes
Lighting systems have historically relied on standalone mechanical
timers and controls that control lighting or electrical loads on set
schedules simply and reliably. However, the rise of programmable
digital controls is increasingly replacing mechanical controls, with the o =% 2% 2% 2w -
latter now largely serving replacement demand. A broader market
shift is also underway from standalone controls to advanced net-
worked lighting controls, driven by building code changes geared
toward energy efficiency. These systems allow for centralized control
and automation with features like occupancy sensors and daylight
harvesting. The target is a market leader in mechanical and digital
controls and is beginning to establish a foothold in networked lighting -
controls with a recently launched product line. Given its longstand-
ing brand reputation, the target has an opportunity to build a strong
presence in the advanced lighting controls market.

Lighting Controls Share In New Construction/Major Renovation
2024-
2029P
CAGR

Advanced
Controls 7.0%

Mechanical (12.8%)

2024 2025P 2027P 2028P

Success In The Electrical Contractor Channel Depends On Being A Trusted Brand With Strong Distributor Presence And
Manufacturer’s Rep Relationships

Electrical contractors typically rely on trusted brands for their dependable performance and easy installation, and purchase
whichever trusted brand their distributor carries, making distributor stocking decisions critical to brand success. Distributors, in
turn, prioritize products that balance strong brand reputation with attractive margins/rebates and product availability. Meanwhile,
manufacturer’s reps play a critical role in influencing purchase decisions by maintaining local relationships, providing technical/
order support and training, and driving awareness across contractors, distributors, and specifiers. The target’s longstanding brand
reputation and effective rep network combine to position it as a key trusted brand in the electrical contractor channel.

Pool & Spa Is A Sizable, Growing Market Characterized By Demographic Shifts, Upgrades, And End-market Fragmentation

The $4.1B pool & spa market is growing at ~6% CAGR, driven by tailwinds such as Sunbelt migration, new home construc-
tion, and steady R&R demand from a 5.5MM installed base of in-ground pools with a recurring 10-year replacement cycle. Pool
owners are increasingly investing in automation, app-based controls, and energy-efficient components, expanding the role of
electrical products in the backyard. Although the market is dominated by 3 major OEMs collectively controlling ~80% share by
offering fully bundled systems, there remains a meaningful opportunity for specialized players to serve the large, fragmented
base of smaller pool builders and pool servicers who drive much of the R&R volume but are underserved by the major players.
The target benefits from strong brand recognition among electricians in this space and is well-positioned to grow its pool & spa
business as technology adoption accelerates.

The Outcome: Gotham’s fact-based assessment provided the client with a clear view of the target’s brand strength, market
positioning, and channel dynamics. Gotham also addressed key concerns around technology risk, sourcing exposure, and reces-
sion resilience, while also identifying actionable growth opportunities, allowing the client to gain confidence in the target’s future
potential before closing the deal.
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