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The National Center for the Middle Market

The National Center for the Middle Market is a
collaboration between The Ohio State University’s Fisher
College of Business, Chubb, and Visa. It exists for a
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The Center is the leading source of knowledge,
leadership, and innovative research on the middle market
economy, providing critical data analysis, insights, and
perspectives for companies, policymakers, and other key
stakeholders, to help accelerate growth, increase
competitiveness and create jobs in this sector.
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The Mighty Middle Market
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Mid-Atlantic Middle Market

FURNITURELAND SOUTH

the world's largest furniture store®
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FIRMS: 33,000+ (17%) EMPLOYEES: 4.9M (11%) REVENUES: $132B (13%)



Middle Market Indicator

National Survey of C-Level Executives

Self Administered Online Survey

Past year growth
Current state of the business

Insight Areas Short-term and Long-term outlooks and challenges
Confidence in the economy

Detailed corporate profiling

Financial decision makers
Private and Public Organizations
$10 million-<S1 billion in Gross Revenue

i [ Part2

Field Periods December

Study was conducted 4 times per year until 2019 and is now conducted 2 times per year



What’s New?



Overview—Past Performance and Forecasts

REVENUE GROWTH

12.9%

PAST 12 MONTHS
Mid Atlantic: 12.1%

0.2%

S&P 500

8.8%

NEXT 12 MONTHS
Mid Atlantic: 9.8%
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EMPLOYMENT GROWTH

10.3%

PAST 12 MONTHS
Mid Atlantic: 9.2%
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NEXT 12 MONTHS
Mid Atlantic: 6.9%

Mid Atlantic: 64%

Source: Mid-Year Middle Market Indicator Report
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Expansionary Activity Continues to Decline

Percent of middle market companies engaging in expansion activities over the past 12 months
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Economic Confidence Remains Strong

Confidence in Economy

GLOBAL ECONOMY
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Investment Plans Start to Rebound
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IT nd /PlantlEquiment are Top Targets for

Investment Dollars

WHAT WOULD YOU DO WITH AN EXTRA DOLLAR TO INVEST?

Technology, people, and capital expenditures are Most savers intend to put the dollars toward
key areas for investment. future investments.

Information
Technology

Mediate Risks

Acquisitions\\ .
7

Hold more
cash

Facilities

Save for future
financial

ALLOCATION ;
OF % OF investments
INVESTMENT SAVERS
DOLLARS THAT

% WILL:

Training and

Development Plant or

Equipment

More Personnel

Source: Mid Year Middle Market Indicator Report



Technology.....and Al



Goals of Digitization

Improved productivity

Cost-savings

Improved customer experiences

Time-savings

More efficient/happy employees

Competitive advantage

2022 Q2
n=1000

Advantages Hoping To Get From Investing In Digital Solutions

43%

44%

38%

36%

35%

2022 Q4
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50%

45%

46%

2023 Q2
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5%

49%

47%

A3%

40%

2023 Q4
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51%

50%
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38%

38%

2024 Q2
n=1002




Digital Strategy

How Digital Innovation Incorporated As Part Of Overall Strategy

¥ We have a technology roadmap and know where we're headed

56%
ci9 53%
46% 47% 459
39% I

2021 2021 2022 2022 2023 2023 2024
Q2 Q4 Q2 Q4 Q2 Q4 Q2




Barriers to Digitization

2022 Q2 2022 Q4 2023 Q2 2023 Q4 2024 Q2
n=1000 n=1001 n=1005 n=1001 n=1002
Have Deterrents 80% 80% 78% 79% T7%
Cost/Lack of budget 32% 36% 37%
Lack of n—:jsnun:es, to 28% 26% 28%
implement
Time 25% 28% 28%

Getting senior management

support 27%
Lack of commercial tools 22%
Fear - it's too overwhelming 15%

Feel already too far behind 17%




Artificial Intelligence

Adoption Journey Of New Technology Like Al

2023 Q2 2023 Q4 2024 Q4
n=1005 n=1001 n=1002
. .1[] X .
%o
B Learning/discovery m Exploring/trying it out
m Actively testing/using for business needs Already using and embedded into business
Total MM $10M —<550M  [550M —<5100M | 5100M — <51B
{1002) (306)
% %
Learning/discovery 28 33 25 20
Exploring/trying it out 36 37 36 35
20% of firms in the Business St A T LT 23 19 23

Services Industry indicate they business needs

are already using and it is Already using and
embedded into their hUSinESS*-‘-‘H‘-‘ embedded into business = Ay
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Impact Of Al Regardless Of
Current Involvement

Very/Somewhat Positive

Very positive

Somewhat positive

No impact

Very negative

2024 Q2
n=1002

82%

13%

Somewhat negative m

2

%

How Business Defines Al

2024
n=1002

Advanced data analytics and predictive modeling 22%

Automation of routine tasks 22%

Machine learning and deep learning applications 16%

MNatural language processing and conversational Al 11%

Robotics and physical automation | 3%

A combination of the above 26%



Artificial Intelligence

Functions Use Al For

Analyzing data

Improve efficiencies

Customer service

Collecting of data

Innovation

Supply chain

2023 04 n=371
B 2024 04 n=413

T2%
B5%

58%
B2%

53%
33%

6%
51%

47%
A9%

37%
38%

I

Functions Plan To Use Al For

2023 Q4 n=794
w2024 Q4 n=787

) 43%
44%
Customer service _ 47%
A7%
Improve efficiencies _ 11%
43%
Cullecting of data _ 10%
Innovation 34%
I
29%
Supply chain _ 319



Artificial Intelligence - Concerns

Data Privacy and Security
Significant concern, seeking measures to protect/ensure sensitive information is crucial

Ethical Considerations and Bias
Issues such as algorithmic bias, fairness, and transparency in Al decision-making processes

Impact on Workforce
Al potentially displacing jobs and impacting workforce dynamics

Regulatory Compliance
Keeping up with evolving regulations and standards

Integration Challenges
Complexity of integrating Al with existing business processes and systems

Education and Training
Providing adequate training and support to employees to understand and utilize Al effectively

Costs and ROI
Balancing the investments required for Al implementation with expected returns on investment

Adaptation/Acceptance
Balance of embracing innovation while respecting traditional roles, tasks, and values

Risk Management
Strategies to handle potential Al system failures



Top Challenges

Top Tier Mentions

Inflation
Impacting costs of supplies, salaries, overall expenses, profit margins

Employee Retention and Recruitment/Talent Acquisition
Finding and retaining skilled talent, Motivating employees, Training and upskilling

Economic Challenges/Uncertainties and Financial Issues
Fluctuations in the economy, Global events like wars and geopolitical tensions, Interest
rates and borrowing costs, Cash flow management and budget constraints

Technology
Efficiently integrating new technologies such as Al, Cybersecurity risks and data

prote ction concerns

Operations
Supply chain disruptions, Inventory management and logistics



Digital Skills Remain an Issue

2021 Q4 2022 Q2 2022 Q4 2023 Q2 2023 Q4 2024 Q2
n=1000 n=1000 n= li}[ll n=1005 n=1001 n=1002
Company Has a Digital Skill Gap 48% 42% 41% 45%
Yes Yes Yes ‘I’es Yes
Degree of Digital Skill Gap Impact 2021 Q4 2022 Q2 2022 Q4 2023 Q2 2023 Q4 2024 Q2
g g pmp =130 n=492 et n=414 T n=454
Significant/Substantial 66% 67% 60% 56%
Substantial-it affects company performance/slowing
our growth

Significant—we can function, but there are many
opportunities for improvement

Noticeable—it can impact our Do:ir'l";::rgftri?nrg )59 390 36% 34% 28%

Minor—we have a few areas that could benefit from better

mn;??
Barely noticeable—only comes up infrequently or not at all 0% - 1% 1%

Barely Noticeable/Minor




The middle market remains a steady engine of growth:

« Consistent revenue and employment growth — post pandemic surge

* Investment plans starting to slowly rebound, mirroring high confidence levels across the board

* Expansion plans over the next 12 months include new products/services and
domestic markets

Technology is a vital element of supporting middle market growth — through
increasing productivity and managing costs, while addressing challenges around
digitally skilled workforce

Al is adoption continues to be slow — and primarily adopted in the industries and
functions where benefits are most acute. Risk and uncertainties remain about how
and where to incorporate the technology
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