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Private equity (PE) investors may be skeptical about the impact of pricing tactics in
portfolio companies, but the threat of expanded tariffs on the heels of recent inflation
spikes speaks to the urgent need for PE portfolio businesses to quickly unlock value

through dynamic pricing models.

The broad US economic backdrop today is one of known
unknowns, in the words of the EY-Parthenon economics
team. Policy priorities under the new administration are clear,
but how trade policy changes impact costs, supply chains

and pricing may not be clear until early 2026. Business
leaders, however, will need to address scenarios early. The US
economy, meanwhile, is likely to continue to expand at a solid
pace in 2025.! The takeway: tariffs, inflation and interest
rates may be in flux and fresh pricing models and strategies
can help portfolio companies (portcos) quickly adapt in

real time to changing market conditions and consumer
preferences.

For PE investors, pricing strength that can produce immediate
revenue and margin improvement may be essential today. EY-
Parthenon experience shows that during the PE hold period,
nimble businesses that raise prices several times per year

can outperform peers.2 This flexibility becomes even more
essential if increased tariffs result in more stubborn inflation.
This may be especially true for smaller companies that may
not have had the capability or confidence to take price early
in their growth trajectory, but portcos of any size can benefit
from building out pricing capabilities in a more formal way.

LEY-Parthenon economics team analysis and forecasts.

2A survey conducted by Ernst & Young LLP in 2023 shows the ability to raise prices is
inextricably linked with high-growth companies: 95% of companies that raised prices
by over 5% in 2022 enjoyed growth rates of more than 5% during the same period. See
Five ways private equity can unlock the power of pricing

1 | Why private equity portfolio companies need a better pricing framework now

14

Our experience shows PE
portfolio companies typically
fail to capture pricing
opportunities not because

of poor analytics or strategy
but because they don’t start
early enough or work with
management to evaluate and
provide clear pathways to
capture those opportunities.

Susan Lee
EY-Parthenon Americas Commercial Strategy Leader


https://www.ey.com/en_in/insights/private-equity/five-ways-private-equity-can-unlock-the-power-of-pricing
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Pricing efforts, rooted in proprietary data analysis, can be
independent or part of a larger commercial value creation
strategy that also addresses sales force and marketing
improvements. While pricing tactics within PE portfolio
companies will be unique to a business model, EY-Parthenon
experience shows that overall portco pricing strategies

can help boost return on sales by 2% to 3%. That could

mean an exponential lift in earnings, especially for portcos
with lower margins.

Using data to accelerate commercial insights, PE investors
can quickly customize solutions to understand and tackle
the toughest pricing challenges within a broader
commercial strategy.

PE pricing programs implemented early in the hold period can
provide quick revenue and margin improvement.

Pricing excellence within a commercial diagnostic can be self-funding with quick wins

Pricing and discounts Sales effectiveness Assortment and bundles Marketing ROI

Comm Ex Commercial Diagnostic
(four to six weeks)

Design/Quick wins/Pilot
(three to nine months)

Commercial Transformation Payback
(three months after roll-out)

Commercial margin Improvement Approach:

diagnostic:

» ldentification of margin
improvement opportunities

» Sale rep and market interviews

» Quick wins to drive value

» Alignment calls with leadership

» Longer term organization
improvements

» Pricing and commercial capability
assessment
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» Detailed transaction data analysis

» Key stakeholders interviews

Deliverables:
» Commercial insights
» Opportunity identification

» Supported with customer and
product level details

» Implementation roadmap
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In a recent EY value creation survey of global PE funds, 67%

say they include price optimization diligence findings in their
base case underwriting. The scope of PE pricing projects and
commercial value creation will depend on the timing of a PE

investment, from kicking the tires of a potential purchase

Across global PE funds surveyed, the managers least exposed
to unforeseen risk looked at pricing 55% of the time vs. 35% for
managers most exposed to risk. Next, we explore more nuanced
price considerations by industry. These illustrate what a refined
pricing framework might look like for a PE portco.

to exit readiness. But it is important for internal teams to
systematically approach pricing execution, at each stage of
the deal lifecycle.

During the
hold period
leading
into exit

Before an Preparing

investment for a sale

In buy-side due diligence,
analysis can confirm the
investment hypothesis
and areas that can drive
pricing improvement
post-close. Depending
on data availability and
management access,
analytics could include
competitive price
benchmarking, historical
price elasticity, pricing
capability maturity and
customer price-value
perception.

After a purchase, a rapid
analysis and diagnosis of a
portco pricing challenges —
across geographies, channels
and segments — can quickly
guantify the size of potential
improvements. An agile
design and plan for working
differently to get better pricing
results is critical. However,
EY-Parthenon teams find that
PE portcos need to focus on
not only creating a framework
for pricing, but also on a
strategy for execution of the
plan to realize new pricing
strategies. To quantify the
case for change, portcos

can prioritize quick wins and
establish longer-term pricing
opportunities, investment
requirements and the
implementation roadmap.

Where the size of the

prize and complexity

is warranted, standing

up a pricing center of
excellence, value creation
office and a transformation
management office can
help drive changes and
measure impacts. Improved
pricing governance and
incentives can help develop
a new path forward.

Sell-side due diligence can
combine commercial, tax
and other workstreams and
highlight the value created
with more agile pricing.

67%

of global PE funds say they
include price optimization
diligence findings in base
case underwriting.
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What's in a name? Diligence in brand pricing

For one large PE firm, the purchase of an iconic, niche
consumer product brand was predicated on the ability to
improve margins with price increases. Teaming with EY-
Parthenon in commercial due diligence, the PE buyer learned
how the business had taken price historically and the impact
on sales volumes across its products. The well-known brand
had impactful pricing strategy in some channels, but would
the asset weigh down the portfolio?

The fear was that retailers or distributors would push back
on future increases, especially if major discounts or price
thresholds were crossed. Using data and interviews to
study the market and channel, pricing, brand positioning

KEY QUESTIONS TO ASK

and organic growth opportunities, the conclusion was that
many of the brand's products could support price increases,
due to novelty formats, generational brand loyalty, limited
competition and a growth pipeline of new products fueled by
innovation.

This helped answer a key component of the buyer’s
guestions, which centered on how sustainable price increases
would be after a period of inflation. The PE firm developed

a plan to expand distribution, innovate in stores, create new
seasonal offerings and grow e-commerce, all of it supported
by taking price.

PE operating partners can ask these questions related to price when conducting due diligence on a

potential portfolio company:

» How has the industry taken pricing historically, what were
the drivers and what has the impact on volumes been?

» How price-elastic are the category and specific brands?

» What is the detailed growth outlook, how does that
compare to industry growth and are growth and pricing
plans achievable?
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» Does any manufacturing component increase margins
through pricing? How does it assess price elasticity or
measure volume impact from pricing? How much room
exists for manufacturers to take further pricing?



Head out of the clouds: pricing
strategy in technology and software

Pricing design in the technology sector should define the An EY-Parthenon team mapped pricing processes, identified
industry-specific framework for pricing and tailor that to gaps, introduced technology firm pricing benchmarks,
customer-specific needs to drive recurring revenue. and worked with sales and finance leadership to create a

new deal desk review process. This was supported by clear
documentation. The impact included cutting the time to close
in half and improving revenue per deal by 200 basis points. A
big component of the improvements was holding the line on
pricing.

One PE-backed enterprise software firm with a highly
customized offering and a mix of on-premises and cloud-
based software as a service (SaaS) offerings lacked a
consistent way to review its customer contracts’ discounts.
What resulted was different pricing for similar offerings to
similar clients. The time to close sales was more than six
weeks on average, which complicated quarterly reporting.

KEY QUESTIONS TO ASK

In technology-driven business models, PE operating partners can address these questions with portfolio
tech companies:

»  What is the optimal pricing model to drive long-term but also to support our “land and expand" strategy with
revenue growth? Should we shift to an SaaS subscription customers?
from a license and maintenance model or to a full

ti del? How much customization and price tiering are needed to
consumption model?

ensure that we are not leaving money on the table?
» How should products be packaged for intuitive interaction
with existing customers and to expand the customer
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Greasing the skids: pricing
strategy in manufacturing,
industrials and B2B models

When the market drives pricing for a significant number
of products, rule-based and systematic fair-market pricing
is called for. Simplification aligns communication to sales
representatives and customers, and provides governance
with clear KPIs and incentives.

A business-to-business industrial lubricant maker backed by
private equity investment needed to revamp its pricing and
processes to support broader strategic initiatives. These
included a go-to-market transition to industrial distribution
channels and commercial online sales vs. its previous reliance
on company website-driven sales and sales to resellers. An

KEY QUESTIONS TO ASK

EY-Parthenon team analyzed customer preferences and
purchase influencers to understand what features mattered,
brand satisfaction and preference. The client has improved
its process for ongoing price evaluation. By incorporating

a more-modest-than-desired 5% price increase, steady unit
volume growth resulted, and that was double the industry
average. This enabled a successful exit to a new buyer.

With industrial and manufacturing portfolio companies, PE operating partners can address these

guestions on pricing:

» How do we incorporate market feedback to reflect the
market reality, including regional price variation, and
utilize a reasonable base price without over-complicating
pricing?
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» Does my price curve align to cost to serve customers and
service level required, with the best customers in mind?

Are the proper KPIs, incentives and approval/
enforcement guardrails in place to prompt better pricing?



T

When the price is right: pricing in
consumer-driven business models

One mid-market consumer packaged goods portfolio
company that teamed with EY-Parthenon professionals
identified $3.5m in margin improvement through price
strategies backed up with a detailed plan to execute them.

With the portco intending to exit the brand, the frozen food
business assessed end-to-end economics by customer,
compared net price by customer inclusive of trade
promotions and optimized trade funds to drive growth by

The result was price updates, trade spend optimization,
distributor and freight updates, and SKU rationalization.

A key focus of the effort was the creation of a sustainable
framework to create value down the road. The business
developed rules, including a competitive set of products to
benchmark pricing and a playbook for future pricing updates.
The business also put guardrails on promotions so they were
in a range to support sales and margins.

customer. The business also looked carefully at the cost
of promotions and measured gross to net unit economics
by account to determine over- and underpriced accounts.

KEY QUESTIONS TO ASK

In consumer-driven models, PE operating partners can address these questions with portfolio
companies:

»  How does price elasticity compare to competitors? » Do | have customer data for thorough analyses?

Have | analyzed trade funds to reallocate investment to
the highest-return promotions?

» How much discounting is needed to sell, and what are the »
returns on promotions?

» How can we justify additional retailer shelf space for
SKUs?
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Conclusion

Because every portfolio company is unigue, pricing
programs will be unique. But ignoring pricing for fear of
management conflict or competing priorities — especially
late in the hold period — presents a risk. The potential return
on sales can be significant, and competitors are surely
taking a harder look at pricing as they introduce more
technology to capture data on customers and markets.
Once operating partners embrace pricing programs to
create value, executing the strategy with the proper KPlIs,
technology and leadership can be the difference between a
boost in profit and an unrealized opportunity.

CommeEx: a platform for
accelerated commercial insights

CommeEx is the EY-Parthenon proprietary data and analytics
platform that provides accelerated commercial insights
across pricing, marketing, sales, channel and synergies
modules. Whether you need better capabilities to

support portfolio company integration, transformation or
commercial architecture, CommEx combines the power

of analytics, visualization and rapid reporting to help you
quickly increase value capture.

Commercial foundation: leveraging customizable,
pre-built analytics modules honed over years of experience
solving the toughest commercial problems

Dynamic visualization engine: enabling interactive
visualizations that facilitate rapid iteration and discover

Rapid data processing: rapidly ingesting, cleansing,
standardizing and transforming client and third-party data
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How EY teams can help your
portfolio companies

Our private equity value creation team builds trust by
supporting private equity deal teams, operating partners

and portfolio company management to help achieve

full transaction potential. We combine commercial and
operational experience with deep sector experience

across sectors, including technology, software and digital
infrastructure; consumer products and retail; health care and
life sciences; industrials and business services; energy; and
financial and professional services.

Our collaborative mindset and expansive regional and cultural
insights help us align with management and execute with
speed. Our approach to private equity value creation can

be transformative, with differentiated services focused on
technology including artificial intelligence and technology
transformation; environmental, social and governance
factors; talent; the supply chain and more. Our deal approach
is steeped in business functions across industries and
incorporates strategies for building revenue and growth,
driving cost and operational excellence, deploying capital and
navigating the increasingly complex global tax landscape.

We identify tailored private equity value creation levers and
enablers to help investors drive transformative portfolio
company growth. Learn more here.

Portfolio company speed rounds:
designed for management teams

Invite your portfolio company management teams to join EY
Private Equity professionals for timely discussions on the

latest operating and performance issues affecting PE portcos.

PE Portco Speed Rounds provide portfolio company
executives with targeted, time-efficient insights - all in under
20 minutes. Explore growth-focused private-equity-related
topics, including tech transformation, exit readiness, financial
planning and top-line growth to navigate today’'s constantly
evolving portco environment with the right insights,
innovation and speed to create impact. Learn more here.
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https://www.ey.com/en_us/industries/private-equity/value-creation
https://www.ey.com/en_us/private-equity/private-equity-portco-speed-rounds

Connect with us

To learn more or have a conversation about portfolio company value creation, please contact us:

Susan Lee

EY-Parthenon Americas
Commercial Strategy Leader

susan.lee@parthenon.ey.com

Michael Anders

EY-Parthenon Commercial Strategy
Principal, Ernst & Young LLP

michael.e.anders@parthenon.ey.com

Brendan Happ

EY-Parthenon Commercial Strategy
Senior Manager, Ernst & Young LLP

brendan.happ@parthenon.ey.com

EY | Building a better working world

EY exists to build a better working world, helping to create
long-term value for clients, people and society and build trust in
the capital markets.

Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help clients
grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new answers
for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. Information about how EY
collects and uses personal data and a description of the rights individuals
have under data protection legislation are available via ey.com/privacy.

EY member firms do not practice law where prohibited by local laws. For
more information about our organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of Ernst & Young Global
Limited operating in the US.

Tim Dutterer

EY Americas Private Equity Value
Creation Co-Leader

tim.dutterer@parthenon.ey.com

Patrick Quay

EY Americas Strategy and
Transactions Private Equity Leader

patrick.quay@ey.com

Amy Daly

EY Americas Private Equity
Consulting Leader

amy.daly@ey.com

About EY-Parthenon

EY-Parthenon teams work with clients to navigate complexity by helping
them to reimagine their eco-systems, reshape their portfolios and reinvent
themselves for a better future. With global connectivity and scale,
EY-Parthenon teams focus on Strategy Realized — helping CEOs design
and deliver strategies to better manage challenges while maximizing
opportunities as they look to transform their businesses. From idea to
implementation, EY-Parthenon teams help organizations to build a better
working world by fostering long-term value. EY-Parthenon is a brand under
which a number of EY member firms across the globe provide strategy
consulting services. For more information, please visit ey.com/parthenon.
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