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Pest Control Buzz

November 2020 Pest Index
Increased 7% Year-Over-Year

Please refer to important disclosures on pages 12-14. Analyst certification is on page 12.
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recommendations herein do not take into account individual client circumstances, objectives, or needs and
are not intended as recommendations of particular securities, financial instruments, or strategies to particular
clients. The recipient of this report must make its own independent decisions regarding any securities or
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William Blair
Introduction. The William Blair/PCO M&A Specialists Pest Index tracks the monthly performance of 140 different privately
held pest control companies across 30 states with combined annual 2019 revenue of $320 million. The purpose of the
report is to track the monthly performance of several different U.S. pest markets, including residential, commercial, and
termite. For more detail on the William Blair/PCO M&A Specialists Pest Index, please see the last page of this report.
November 2020 Summary. The total U.S. pest control index increased 7.2% year-over-year in November 2020. On a
sequential basis, the index decreased 11.2% from October 2020, in line with typical seasonal trends. This index includes
recurring and non-recurring revenue for residential pest, commercial pest, and termite. It does not include residential
door-to-door companies.


The Residential Pest Index increased 9.7% year-over-year and decreased 11.9% on a sequential basis.



The Residential Door-to-Door Pest Index increased 44.5% year-over-year and declined 16.7% on a sequential basis.
The door-to-door index is excluded from the total index.



The Commercial Pest Index increased 5.6% year-over-year and contracted 6.8% on a sequential basis.



The Wood Destroying (Termite) Index increased 11.9% year-over-year and decreased 13.1% on a sequential basis.



The Bed Bug Index decreased 28.5% year-over-year and declined 25.1% on a sequential basis.

Our Take. The total U.S. pest index increased 7% year-over-year in November. This marks an acceleration from October
(+5%), and overall is indicative of continued healthy end-markets across the U.S. pest control industry. The primary driver
behind the acceleration in year-over-year growth in November was the residential pest business, which accelerated from
6% growth in October to 10% growth in November. We suspect this was at least partly attributable to a favorable weather
backdrop, as average temperatures across most of the United States were warmer relative to last year (and relative to the
historical average).
We were somewhat surprised by the positive November report, as we suspected rising COVID cases and resulting
business shutdowns would result in a deceleration in the commercial pest business. In fact, the commercial business
accelerated slightly on a year-over-year basis. Stability in commercial pest combined with a strong acceleration in
residential pest implies there may be some upside relative to our current models. We remain cautious regarding the
month of December due to mandatory business shutdowns as COVID-19 cases remain elevated. Our current models
assume pest control organic revenue growth in the fourth quarter is similar to what was reported in the third quarter.
Weather Report. Relative to last year, average temperatures in November were warmer across the majority of the United
States. Relative to the historical average, average temperatures in November were warmer across most of the country,
except for the West Coast (no material change). Relative to last year, average precipitation in November was lower across
the Midwest and the Southwest. Average precipitation was higher in the Pacific Northwest and the Mid-Atlantic region.
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The Total U.S. Pest control Index increased 7.2% year-over-year in November 2020. On a sequential basis, the index
decreased 11.2% from October 2020. This index includes recurring and non-recurring revenue for residential pest,
commercial pest, and termite. It does not include residential door-to-door companies.
The total pest index accelerated in November to 7%, following year-over-year growth of 5% in October. This was
primarily driven by an acceleration within the residential pest business.
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Note: Total Pest Indexed to May 2017 = 100
Sources: PCO Specialists and William Blair estimates

PCO M&A Specialists / William Blair
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Note: Total Pest Indexed to May 2017 = 100
Sources: PCO Specialists and William Blair estimates
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The Residential Pest Index increased 9.7% year-over-year and declined 11.9% on a sequential basis in November.
Double-digit sequential declines are typical for this time of year. The residential pest index declined 15% sequentially in
November 2019 and 14% sequentially in November 2018. Year-over-year growth of 10% in November marks an
acceleration from 6% year-over-year growth in October.
Despite some COVID-related disruption in the spring, we note that the residential pest index remained in positive growth
territory throughout the downturn, as the work-from-home environment continues to drive higher call volumes. The
residential pest index was growing at a high-single-digit rate in first quarter 2020, before decelerating to low-single-digit
growth in April and May as many customers opted to temporarily cancel services. Demand for residential barrier
treatments rebounded strongly in June (up 17% year-over-year) and growth has averaged in the high-single-digit range so
far through the second half of calendar 2020.

PCO M&A Specialists / William Blair
Residential Pest Index
160
150
140
130
120
110
100
90
80
70
60

Note: Residential Pest Indexed to May 2017 = 100
Sources: PCO Specialists and William Blair estimates
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The Residential Door-to-Door Pest Index increased 44.5% year-over-year and contracted 16.7% on a sequential basis
in November. The door-to-door index is not included in the total index because the business models are different from
traditional “word of mouth” pest control companies, and the growth rates of door-to-door companies tend to be
significantly higher.
As observed in the chart below, door-to-door companes continue to generate levels of organic growth that vastly exceed
traditional word-of-mouth companies. Still, these companies did not escape the negative impact of COVID-19. Average
revenue growth during first quarter 2020 was approximately 60%, but then decelerated to 43% in the second quarter and
39% in the third quarter. Still, we note that door-to-door companies continued to grow at a rapid pace throughout the
pandemic, negating concerns that social distancing would prevent broad-based interactions with homeowners.
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Note: Door to Door Residential Indexed to May 2017 = 100
Sources: PCO Specialists and William Blair estimates

PCO M&A Specialists / William Blair
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The Commercial Pest Index increased 5.6% year-over-year and 6.8% on a sequential basis in November. This marks an
slight acceleration from 5.3% growth in October and 3.8% in September. We view this as another incremental positive
data point for the publicly traded pest control companies. In the third quarter, commercial organic growth declined 3% at
Terminix (TMX $49.77; Outperform) and 4% at Rollins (ROL $38.27; Outperform). Although the smaller commercial
providers in this index tend to grow at a faster clip than the large publicly traded providers, we believe the index points to
a directional improvement in the overall market for the fourth quarter.
Commercial pest control is typically viewed as more resilient than residential pest control, as evidenced by the
performance of each market during the Great Recession of 2008/2009. However, the roles have reversed in a social
distancing environment. The coronavirus pandemic caused a significant amount of temporary customer closures, which
materially affected the commercial pest control market. This November report is indicative of a recovering commercial
end-market; however, we maintain a cautious outlook regarding the next several months given mandatory business
shutdowns as COVID-19 cases continue to rise.
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Note: Commercial Pest Indexed to May 2017 = 100
Sources: PCO Specialists and William Blair estimates
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Sources: PCO Specialists and William Blair estimates
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The Wood Destroying (Termite) Index increased 11.9% year-over-year and declined 13.1% on a sequential basis in
November. Similar to the residential index, sequential declines are common for the month of November. The termite index
declined 14% sequentially in November 2019 and 8% sequentially in November 2018. Year-over-year growth of 12% in
November marks a slight acceleration from 11% year-over-year growth in October. The termite index excludes
fumigation-related revenue, which tends to be volatile from month to month (and quarter to quarter).
The termite business has been a positive growth driver for Rollins and Terminix this year. Spring weather patterns were
favorable and were likely indicative of a strong termite swarm season. Through the first half of the year, organic termite
revenue growth increased 8% at Rollins and 4% at Terminix. This compares to the pest index, which has averaged an
increase of 7% through the first half of 2020. In the fiscal third quarter, the pest index averaged an increase of 7%,
compared to organic growth of 6% at Rollins and 4% at Terminix. We expect the termite business to remain a positive
growth driver for Rollins and Terminix in the fiscal fourth quarter.
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Note: Termite Indexed to May 2017 = 100; excludes fumigation revenue
Sources: PCO Specialists and William Blair estimates
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Sources: PCO Specialists and William Blair estimates
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The Bed Bug Index decreased 28.5% year-over-year and decreased 25.1% on a sequential basis in November. This result
was not surprising, given low hospitality utilization rates combined with a reluctance by residential customers to welcome
technicians into the home during the pandemic.
The bed bug market has decelerated over the last two years (2018/2019) from the high-growth rates observed during the
2010-2017 period. The bed bug index suggests that the market took another (and larger) step-down in 2020. The bed bug
index averaged 2% growth during first quarter 2020, and then averaged a decline of 29% during the second quarter and
23% during the third quarter. We do not expect a recovery in this market without a material uptick in travel and trade,
which are the primary drivers of bed bug activity.
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Note: Bed Bug Indexed to May 2017 = 100
Sources: PCO Specialists and William Blair estimates
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Weather Tracker - November
Year-Over-Year Comparison


Relative to last year, average temperatures in November were warmer across the majority of the United States.
Average Temperature: November 2020 vs. November 2019

Note: Figures are in average temperature degree
Source: National Oceanic and Atmospheric Administration



Relative to last year, average precipitation in November was lower across the Midwest and the Southwest. Average
precipitation was higher in the Pacific Northwest and the Mid-Atlantic region.
Total Precipitation: November 2020 vs. November 2019

Note: Figures are in inches of total precipitation
Source: National Oceanic and Atmospheric Administration
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Versus the Historical Average


Relative to the historical average, average temperatures in November were warmer across most of the country, except
for the West Coast (no material change).

Temperature Variance: November 2020 vs. Historical Average

Note: Figures are in mean degree difference compared to 20th century average
Source: National Oceanic and Atmospheric Administration



Relative to the historical average, average precipitation in November was lower in the Southwest and parts of the
upper Plains states. Average precipitation was higher across the Mid-Atlantic region and in Florida.

Percentage Precipitation: November 2020 vs. Historical Average

Note: Figures are in percentage precipitation compared to 20th century average
Source: National Oceanic and Atmospheric Administration

Tim Mulrooney +1 312 364 8123

10

William Blair

About the William Blair/PCO M&A Specialists Pest Index
The William Blair/PCO M&A Specialists Pest Index is a proprietary index of the monthly sales for 140 different U.S. pest
control companies across 30 states. The reconciled combined annual revenue of these companies was $320 million in 2019
and $292 million in 2018. The largest 15 companies in the index represented 35% of total sales in 2019. By segment,
combined annual revenues in 2019 were $149 million (residential), $96 million (commercial), $61 million (termite), and $13
million (bed bug). The residential door-to-door index includes 61 separate pest control companies and/or branches across the
United States with combined annual revenue of $156 million in 2019. The data is provided by PCO Bookkeepers, LLC (PCOB),
the parent company of PCO M&A Specialists. With several hundred clients across the pest industry, PCOB provides
fractionalized CFO, tax consulting, and business exit planning services to the pest management industry.

William Blair / PCO Specialists Pest Control Index
Market Index

# Companies

2019 Revenue

2018 Revenue

Residential Index

125

$149,169,681

$133,257,205

Commercial Index

123

$96,482,504

$88,913,338

Termite Index

115

$61,315,807

$56,932,125

Bed Bug Index

92

$13,006,098

$12,542,208

Total Index

131

$319,974,090

$291,644,876

Door to Door Index

60

$155,555,613

$67,952,630

Notes:
1) The Door to Door Index is separate and not included in the total index
2) Revenue figures in millions
Sources: PCO M&A Specialists and William Blair estimates
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IMPORTANT DISCLOSURES
William Blair or an affiliate beneficially own or control (either directly or through its managed accounts) 1% or more of the equity securities
of Terminix Global Holdings, Inc. as of the end of the month ending not more than 40 days from the date herein.
William Blair or an affiliate is a market maker in the security of Ecolab Inc., Rollins, Inc. and Terminix Global Holdings, Inc.

William Blair or an affiliate expects to receive or intends to seek compensation for investment banking services from Ecolab Inc., Rollins, Inc.
and Terminix Global Holdings, Inc. or an affiliate within the next three months.

Officers and employees of William Blair or its affiliates (other than research analysts) may have a financial interest in the securities of Ecolab
Inc., Rollins, Inc. and Terminix Global Holdings, Inc.
This report is available in electronic form to registered users via R*Docs™ at https://williamblairlibrary.bluematrix.com or
www.williamblair.com.

Please contact us at +1 800 621 0687 or consult williamblair.com/Research-and-Insights/Equity-Research/Coverage.aspx for all disclosures.
Tim Mulrooney attests that 1) all of the views expressed in this research report accurately reflect his/her personal views about any and
all of the securities and companies covered by this report, and 2) no part of his/her compensation was, is, or will be related, directly or
indirectly, to the specific recommendations or views expressed by him/her in this report. We seek to update our research as appropriate.
Other than certain periodical industry reports, the majority of reports are published at irregular intervals as deemed appropriate by the
research analyst.
DOW JONES: 30335.70
S&P 500: 3727.04
NASDAQ: 12850.20
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Additional information is available upon request.

Current Rating Distribution (as of December 29, 2020):
Coverage Universe
Percent
Inv. Banking Relationships *
Outperform (Buy)
Market Perform (Hold)
Underperform (Sell)

73
27
1

Outperform (Buy)
Market Perform (Hold)
Underperform (Sell)

Percent
23
9
0

*Percentage of companies in each rating category that are investment banking clients, defined as companies for which William Blair has
received compensation for investment banking services within the past 12 months.

The compensation of the research analyst is based on a variety of factors, including performance of his or her stock recommendations;
contributions to all of the firm’s departments, including asset management, corporate finance, institutional sales, and retail brokerage; firm
profitability; and competitive factors.
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OTHER IMPORTANT DISCLOSURES
Stock ratings and valuation methodologies: William Blair & Company, L.L.C. uses a three-point system to rate stocks. Individual ratings reflect
the expected performance of the stock relative to the broader market (generally the S&P 500, unless otherwise indicated) over the next
12 months. The assessment of expected performance is a function of near-, intermediate-, and long-term company fundamentals, industry
outlook, confidence in earnings estimates, valuation (and our valuation methodology), and other factors. Outperform (O) - stock expected
to outperform the broader market over the next 12 months; Market Perform (M) - stock expected to perform approximately in line with
the broader market over the next 12 months; Underperform (U) - stock expected to underperform the broader market over the next 12
months; not rated (NR) - the stock is not currently rated. The valuation methodologies include (but are not limited to) price-to-earnings
multiple (P/E), relative P/E (compared with the relevant market), P/E-to-growth-rate (PEG) ratio, market capitalization/revenue multiple,
enterprise value/EBITDA ratio, discounted cash flow, and others. Stock ratings and valuation methodologies should not be used or relied
upon as investment advice. Past performance is not necessarily a guide to future performance.
The ratings and valuation methodologies reflect the opinion of the individual analyst and are subject to change at any time.

Our salespeople, traders, and other professionals may provide oral or written market commentary, short-term trade ideas, or trading
strategies-to our clients, prospective clients, and our trading desks-that are contrary to opinions expressed in this research report. Certain
outstanding research reports may contain discussions or investment opinions relating to securities, financial instruments and/or issuers
that are no longer current. Always refer to the most recent report on a company or issuer. Our asset management and trading desks may
make investment decisions that are inconsistent with recommendations or views expressed in this report. We will from time to time have
long or short positions in, act as principal in, and buy or sell the securities referred to in this report. Our research is disseminated primarily
electronically, and in some instances in printed form. Research is simultaneously available to all clients. This research report is for our clients
only. No part of this material may be copied or duplicated in any form by any means or redistributed without the prior written consent of
William Blair & Company, L.L.C.
This is not in any sense an offer or solicitation for the purchase or sale of a security or financial instrument. The factual statements
herein have been take from sources we believe to be reliable, but such statements are made without any representation as to accuracy or
completeness or otherwise, except with respect to any disclosures relative to William Blair or its research analysts. Opinions expressed are
our own unless otherwise stated and are subject to change without notice. Prices shown are approximate.

This material is distributed in the United Kingdom and the European Economic Area (EEA) by William Blair International, Ltd., authorised
and regulated by the Financial Conduct Authority (FCA). William Blair International, Limited is a limited liability company registered in
England and Wales with company number 03619027. This material is only directed and issued to persons regarded as Professional investors
or equivalent in their home jurisdiction, or persons falling within articles 19 (5), 38, 47, and 49 of the Financial Services and Markets Act of
2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not be acted on or
relied on by persons who are not "relevant persons."
“William Blair” and “R*Docs” are registered trademarks of William Blair & Company, L.L.C. Copyright 2020, William Blair & Company, L.L.C.
All rights reserved.
William Blair & Company, L.L.C. licenses and applies the SASB Materiality Map® and SICSTM in our work.
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