Special Report

Spin-Offs: Where Value Accrues After Separation

Identifying where corporate separations can create standalone value and generate
post-spin alpha
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Executive Summary

= S&P U.S. Spin-Off Index outperformed the S&P 500 by ~15% over three years
Spin-offs Remain a » Trailing 1-year spread of ~44% suggests recent investor appetite remains strong

Proven Alpha Pool = Performance supports the case for focused standalone businesses and clearer valuation
transparency.

Industrials remain the largest source of spin-off activity due to diversified, asset-heavy,
and capital-intensive structures

Opportunity Set Is Consumer Discretionary and Information Technology show meaningful activity across
Sector-Specific businesses with distinct growth and valuation profiles

Health Care offers selective opportunities where R&D intensity, regulation, and capital
allocation priorities diverge

SpinCos were the top performers in 12 of the 21 analyzed U.S. spin-off transactions over
the past three years, versus 3 RemainCo wins and 6 S&P 500 wins on a one-year return

SpinCo Outcomes Are basis
Strong but Uneven The result supports SpinCo value creation but also shows that the trade is not uniform

Alpha depends on standalone business quality, valuation, leverage, liquidity, and
execution

Sandisk was a major outlier at ~1,190%; excluding it, the remaining winners ranged from
~16% to ~126%

Top performers were tied to identifiable themes: electrification, infrastructure, hard
assets, and technology supply chains

The key is identifying where separation creates a sharper standalone investment case
before broader recognition

Identifying Winners
Require Pre-Spin
Screening Research
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SpinCos have outperformed the S&P 500 by ~15% over the past three years

= Spin-offs have historically been an effective mechanism for unlocking shareholder value, as standalone businesses benefit from

sharper strategic focus, dedicated management teams, and improved valuation transparency. Over the past three years, the S&P U.S.
Spin-Off Index delivered a cumulative return of ~37%, compared with ~22% for the S&P 500.

= After tracking broadly in line with the S&P 500 through 2023-2024, spin-offs materially outperformed from mid-2025 onward as
investors increasingly rewarded simplified corporate structures and clearer business models.

= On a trailing one-year basis, the S&P U.S. Spin-Off Index returned ~73% versus ~28% for the S&P 500, suggesting that investor
appetite for focused, value-unlocking corporate actions remains robust.

Historical Performance of Spin-Offs vs. S&P 500
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Source: S&P Dow Jones Indices. *The S&P U.S. Spin-Off Index measures performance of companies within the S&P U.S. BMI that have been spun off from a parent company within the last four years
with float-adjusted market cap > USD 1 billion. Data as of May 28, 2026.
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U.S. Spin-Off Activity is Concentrated in Sectors with Diverse Business Models

» Industrials remain the largest source of spin-off activity, reflecting the sector’s broad mix of asset-heavy, cyclical, technology-
enabled, and service-oriented businesses. These diversified structures often create scope for portfolio simplification where business
units have different growth, margin, and capital intensity profiles.

= Consumer Discretionary and Information Technology also show meaningful activity, as companies separate businesses with
distinct growth profiles, valuation frameworks, and investor bases.

» Health Care and other sectors offer selective opportunities, where differences in R&D intensity, regulation, capital allocation, or end-
market exposure create strategic separation logic.

Historical Distribution by Industry Group (last 3 years)
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SpinCos have Outperformed in U.S. Spin-Off Transactions

= SpinCos outperformed in 12 of the 21 analyzed U.S. spin-off transactions completed over the last three years, based on one-year
post-spin returns, reinforcing the tendency for standalone entities to benefit from sharper strategic focus and improved valuation
transparency.

= RemainCos won in only 3 cases, suggesting that the primary upside from recent separations has often accrued to the newly
independent entity rather than the parent.

= The S&P 500 still outperformed in 6 cases, highlighting that spin-offs are not a uniform alpha trade and require disciplined screening
around quality, valuation, leverage, and catalyst execution.

Winner Distribution Across Transactions (May 2023 — May 2026; based on 1-Year Post-Spin Returns)
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SpinCo Winners Show Wide Return Dispersion and High Selectivity

= Sandisk was the clear outlier among SpinCo winners in U.S. spin-off transactions completed between May 2023 and May 2026,
delivering a ~1,190% one-year return after separation.

= The strongest performers were tied to identifiable investment themes rather than generic spin-off momentum. GE Vernova and Everus
captured electrification/infrastructure exposure; Knife River and Worthington Steel reflected hard-asset and construction-linked
demand; SanDisk and Qnity benefited from technology and electronics supply-chain tailwinds.

= Returns were highly concentrated, reinforcing the need for SpinCo-level selectivity. Eight of the 12 winners delivered ~70%+ returns,
suggesting that post-spin alpha was strongest where separation created a clearer standalone investment case, rather than from the
spin-off event alone.

Top SpinCo Winners by 1-Year Post-Spin Return (May 2023 — May 2026 Transactions)
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Pre-Spin Signal Scorecard: Identifying Separation-Led Alpha

Market Setup

Strategic Misalignment nark
Unrelated segments Five Liquidity
Margin / growth divergence Screeni ng SharehoI(.jer. base
Capital allocation tension Catalyst timing

Signals Thematic tailwinds
External Pressure Separation Readiness
Activists Segment disclosure
Takeover interest

Standalone scale
Peer actions

Leverage capacity
Management change

Board / management refresh

Valuation Disconnect
Conglomerate Vs. SOTP
Peer multiple mismatch
Hidden asset value

Alpha is not generated by owning every SpinCo; it comes from identifying situations where separation

creates a cleaner standalone thesis before broader market recognition

Source: Aranca Research
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Strong, professional team across Global clients Sectors and sub-sectors Countries where we have

multi-disciplinary domains researched by our analysts delivered projects
ABOUT ARANCA
Business Research & Advisory m Valuation & Financial Advisory
CXOs in Strategy, SBUs, Sales, Marketing, CI/MI, Innovation CFOs in Startups, PE/VC Firms, Corporate M&A Teams, Mid-market
Companies
E Technology | IP Research & Advisory Investment Research & Analytics
R&D, Tech Scouting, Open Innovation, IP Teams, Product Development Brokerage, Hedge Funds, IRPs, |I-Banks, AMCs, Investor Relations
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Connect with our Team

Arushi Khandelwal

Assistant Manager,
Investment Research

+91 223937 9999
arushi.khandelwal@aranca.com

Vishal Kumar

Senior Manager,
Investment Research

+91 124668 9999
vishal.kumar@aranca.com
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Decide Fearlessly

From startups to the Fortune 500, private equity and global financial firms, Aranca is the
trusted research and advisory partner for over 2500 companies

This material is exclusive property of Aranca. No part of this presentation may be used,
aral |Ca shared, modified and/or disseminated without permission.

All rights reserved.
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https://www.aranca.com/
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