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M&A boosted by a continuing stream of big-ticket transactions which  
we expect to multiply.

Executive summary: 
Big deals boost values

H1 2015 HIgHlIgHtS IncludE:

BIG STRATEGIC dEALS  
To ThE FoRE

In a growing number of sectors and regions, 
big-ticket, multi-billion dollar transactions that  
are highly strategic are becoming more prevalent. 
We’ve seen such deals in sectors as diverse as  
oil and gas, supermarkets, life sciences and TMT.

CRoSS-BoRdER ACTIvITy   
CoNTINUES STRoNGLy

Cross-border transactions are picking up pace. 
Chinese investors are now competing with each 
other for overseas assets – a rarity in the past. 
With the euro lower in value and growth slowly 
picking up, Europe is a key target area for Asian 
and U.S. investors.

MACRo-ECoNoMIC FEARS  
UNdER CoNTRoL

Worries	about	Greek	debt,	conflict	in	the	 
Middle East and Russia, and the likelihood that 
interest rates will soon rise, do not yet seem to  
be troubling investors. M&A is still seen as the 
quickest way to expand in what remains a low  
or slow-growth environment.

TAx STILL A dRIvER  
FoR U.S. dEALS

We expect to see continuing high levels of 
cross-border acquisitions by U.S. companies  
as they look for ways to deploy their overseas 
earnings,	rather	than	repatriate	profits	and	face	 
a big corporate tax bill.

CoNSoLIdATIoN CoNTINUES  
IN TMT ANd LIFE SCIENCES

There remains plenty of life in the TMT and life 
sciences sectors with industry consolidation often 
driving activity. Talk of the life sciences bubble 
being about to burst, after last year’s spate of 
inversion deals, looks overdone.

PE BUyoUTS SET  
To INCREASE

Funds have been focused on exits since the crisis 
and have been unwilling to compete for assets 
with cash-rich strategic buyers. That could be 
about to change, although bilateral deals rather  
than auctions may be the preferred transaction 
route. Club deals are also on the rise.

ThE EMPhASIS ShIFTS  
IN BANkING

Big European banks, in part driven by regulation, 
seem set to turn their backs on the global agenda 
they have pursued for some years, in favour of 
selected markets. This could leave the big U.S. 
banks dominating global banking. 

oUTLook REMAINS  
BULLISh

Shareholders are actively encouraging companies 
to do big, strategic transactions. Cash remains 
readily available and debt, while likely to get more 
expensive, remains reasonable. 2015 has the 
potential to be a record-breaking year.
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Global M&A in numbers H1 2015

top 5 sectors by value (uSd)

398bn
TMT

265bn
Energy

203bn
Consumer193bn

Life Sciences

131bn
Financial  
Services

Consumer

Energy

Activity by deal value (uSd)

0-500m

500m-1bn

1-3bn

3-5bn

5bn+

87%

6%

4%

0.9%

1.3%

Increase in megadeals
over USd5bn

53
dEAlS h1 2015

dEAlS h1 2014

43

Note:	these	figures	represent	the	total	number	of	deals	announced	between	1	January	2015	and	29	June	2015	inclusive.

deal volumes by region

Region % of deals  
by region

Western Europe 32%

U.S. 28%

Asia	Pacific 14%

Greater China 13%

CEE and CIS 3%

India 3%

Latin America 3%

MENA 1%

Sub-Saharan 
Africa 1%

other 2%

Over 
25%

Less 
than 
10%

Between 
10% and 
25%

3%

3%

3%

1%

1%

32%

28%
13%

14%
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Generation ¥ –  
RMB: the new  
global currency
The rise of the renminbi (RMB) 
China’s currency, the RMB, has well  
and truly arrived on the global stage,  
presenting both opportunities and potential 
risks that the many international companies 
engaged in the world’s second-largest economy 
cannot afford to ignore.  

W
hile the currency’s 
internationalisation has been  
well documented, less has been 
presented on what its rise means 
for multinationals, and how it is 

being successfully incorporated into corporate 
strategies. Therefore Allen & Overy accordingly 
commissioned a report from the Economist 
Intelligence Unit to address this gap, which was 
published in April 2015. This research examines how 
companies based outside of China are using the RMB 
and how that usage is changing. The findings indicate 
that ‘competence in managing RMB exposure is now 
no longer just something which is “nice to have” but is 
essential to building value for global businesses.’

despite worries about China’s slowing growth, there is 
every reason to believe that the renminbi’s ascendance 
will not only continue, but also accelerate. While in the 
past this process was managed largely by policymakers, 
there are new drivers emerging on the demand side of 
the equation. China’s foreign investment environment is 
likely	to	see	significant	liberalisation	in	the	years	ahead,	
encouraging more companies to invest in the country 
and giving them a greater incentive to use the renminbi  
to extend their China operations. At the same time,  

the	extension	of	financial	technologies	such	as	
microcredit and e-commerce will increase the number  
of people within China who have access to money and 
credit. Consequently many more will be engaging in 
cross-border transactions, thereby contributing to the 
currency’s momentum.

In line with these developments, China’s regulatory 
regime is being transformed to such an extent that many 
multinationals will have to think about their treasury 
function differently. With the emergence of free trade 
zones,	where	the	currency	flows	more	openly,	and	with	
regulators	generally	adopting	a	more	flexible	approach,	
many of the old restrictions and constraints on which 
companies have based their renminbi-related decisions 
and strategies are fading away. Businesses should 
re-examine their treasury management practices in 
relation	to	their	China	operations,	identify	any	deficiencies	
or gaps they were unable to address previously,  
and launch a new effort to look for solutions. They are 
likely	to	find	regulators	more	willing	to	support	this	
process. The increasingly active and largely open 
offshore renminbi market also provides companies  
with	new	funding	and	asset	diversification	options.	 
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Firms can also explore different channels for cross-
border payments, staying alert to progress in the 
liberalisation of China’s capital account.

overall, the renminbi’s internationalisation is a remarkable 
process that will contribute positively to both the 
development of the Chinese market and the operations 
of multinationals with a presence in the world’s most 
populous nation. Rather than an arena of barriers to  
be confronted or circumvented, China’s currency and 
foreign exchange regime is likely to be a source of new 
possibilities for those companies who keep abreast  
of the changes China is undergoing, and adjust their 
own policies in response. For so long, the renminbi has 
been seen as a currency full of potential, with the brightest 
of international futures. For global companies, that future 
has already arrived.

coming to china –  
and carrying renminbi
The rapid growth in M&A activity in China has played a 
significant	role	in	the	renminbi’s	emergence	as	a	global	
currency. For multinationals pursuing investments and 
M&A opportunities in China, U.S. dollar or other foreign 

currency-denominated investments are still the norm,  
but we have seen increased use of the renminbi in both 
foreign direct investment and M&A transactions. This is 
often a result of multinationals having a lot of renminbi  
on hand due to trading activity with Chinese customers 
or existing operations in China. Multinationals are also 
increasingly active issuers in the renminbi-denominated 
debt instrument market.

Those multinationals who bring renminbi-denominated 
funding to a China-based acquisition or investment gain 
several	advantages.	One	clear	benefit	is	the	avoidance	 
of	foreign	exchange	rate	fluctuations,	which	can	make	
renminbi investments more attractive from a pricing point 
of view. on the regulatory side, funding in renminbi 
frequently results in smoother transactions. Chinese banks 
and processing agents are naturally more familiar and 
hence more relaxed with their own currency, meaning 
funds tend to be released more quickly and the 
associated	paperwork	processed	more	efficiently	after	
regulatory approval for an acquisition is secured –  
even if the funding is raised in the offshore market. 
domestic acquisitions in foreign currency are typically 
subject to more limitations and hence scrutiny at the 
bank level.

Most important is the fact that new liberalisation 
initiatives and regulations are almost entirely focused  
on the renminbi. on a psychological level, regulators are 
much more comfortable lifting restrictions on the renminbi 
than those on foreign currencies. Companies raising 
funds and completing M&A transactions in renminbi now 
are therefore positioning themselves at the forefront of 
the	regulatory	curve	and	will	be	well	positioned	to	benefit	
from future progress in the currency’s internationalisation. 
despite a possible slowdown in China’s economic 
growth, the sheer size of the market and its emerging 
consumer class mean that interest in M&A and other 
investment opportunities in the country will remain high. 
We expect more multinationals to examine renminbi-
denominated funding or tap existing renminbi sources  
as they pursue these opportunities, smoothing the 
currency’s path to global acceptance.

To receive a copy of our RMB report please speak  
to your usual Allen & overy contact.
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Regional insights
Values are holding up, strongly buoyed by a growing number of big-ticket,  
strategic acquisitions. The U.S. continues to perform very strongly as  
does China, while a weaker euro and a return to growth are making  
Western Europe a magnet for American and Asian investors.

u.S. 
Seat belts buckled
The statistics indicate that Q2 was an edgier quarter  
for U.S. transactions, certainly by the recent standards  
of what remains the world’s most dynamic M&A market. 
Although there were fewer deals, deal values did  
hold	their	ground	thanks	to	a	number	of	significant	
big-ticket transactions. 

But there are good reasons to believe that the market  
is accelerating into the second half of 2015, rather than 
slowing	down.	June	was	noticeably	busier	than	May	 
and the pipeline looks very robust for the coming 
months. There is also clear evidence that M&A activity  
is broadening out into a wider variety of sectors than  
was the case this time last year when tax inversion  
deals, mostly by U.S. pharmaceutical companies,  
led to a sudden spike in activity.

The market also seems to be decoupling itself from 
some of the more troubling macro-economic factors 
currently in play. you’d expect to see a correlation 
between equity prices and M&A activity, for example. 
While equities remain at good historic highs overall,  
they	have	been	broadly	flatlining	since	the	start	of	the	
year.	Despite	this,	confidence	in	boardrooms	to	do	
strategic transactions is undiminished.

Worries about the impact of a Greek exit from the euro, 
considerable turmoil in the Middle East and the likelihood 
of the Federal Reserve pushing up U.S. interest rates in 
the third quarter do not seem to be deterring potential 
dealmakers either. 

That	may	suggest	investors	are	confident	they	can	
manage these potential macro-economic threats.  
or – for the more pessimistic – it might indicate that 
corporate America has decided that the only real way  
to expand in a low or no-growth environment is to 
acquire new businesses. Both readings imply that  
M&A activity is set to continue.

A number of important deals indicate the breadth of 
current activity, which spans many sectors including 
media, technology, health insurance, food, industrial  
and supermarkets, as well as pharmaceuticals,  
which remains intensely busy. 

Among the standout Q2 transactions was the  
agreed acquisition of Time Warner Cable by Charter 
Communications,	where	John	Malone	is	a	strategic	
driving force, for USd53.3bn. It came after Comcast  
was forced to ditch its own USd45.2bn bid for  
Time Warner after falling foul of the competition 
authorities. In addition, a decision is expected soon  
on the acquisition of direcTv by AT&T.

In the tech arena there were a number of important 
consolidation deals in the semi-conductor sector as  
Intel acquired Altera for USd16bn, and Avago bought 
Broadcom for USd37bn. Ahold and delhaize may be 
dutch and Belgian supermarket companies, respectively, 
but they both earn the majority of their revenues in the 
U.S., mostly on the east coast. They are merging in  
a deal worth USd28bn, which will see the creation  
of one of the biggest supermarket groups in the U.S. 
with four supermarket brands here coming under the 
same banner. 

The pipeline looks  
very robust for the  
coming months.
PE houses are also increasingly active, although exits 
remain the main priority at a time when they do not have 
the resources (or inclination) to try to outbid cash-rich 
strategic buyers.

Two other factors could help to propel the market 
forward in the months ahead. We expect to see an 
increase in take-private activity, particularly by Chinese 
businesses that have a U.S. listing and founders or 
owners	who	maintain	a	significant	stake.	We	also	expect	
a number of U.S. multinationals to deploy their overseas 
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earnings on acquisitions abroad – in Europe, Asia and 
Africa – rather than repatriating the cash and facing  
a hefty corporate tax bill. They will see that as a tax  
efficient	use	of	the	cash	they’ve	earned	in	recent	years.

lAtIn AmERIcA 
Expectations yet to be met

Activity across Latin America quietened down in the 
second quarter, with fewer completed transactions  
than expected. 

In	Brazil	that	reflects	a	continuing	mismatch	of	
expectations between buyers and sellers over price. 
With the recent devaluation of the real against the  
dollar, many had expected assets to come down in 
price, but sellers continue to push aggressively for  
very high multiples. That could change as the year 
unfolds, not least as a further 10% to 15% devaluation  
of the real is expected in the coming months according 
to some economists.

There were a number of standout deals here, however, 
not least the sale of stakes in the fast growing hospitals 
business, Rede d’or. PE fund Carlyle acquired an 8.3% 
stake in the business in April closely followed by 
Singapore’s Sovereign Wealth Fund, GIC, which has 
taken a 15.2% interest in a deal estimated to be worth 
just over USd1bn. The sellers on both occasions were 
BTG	Pactual	and	businessman	Jorge	Moll.	Importantly,	
the deal follows the lifting of a ban on foreign ownership 
in the health sector and could be a pacesetter for further 
inbound investment in this area. 

hSBC’s review of its global assets will lead to a number 
of disposals, including its interests in Brazil. The sale  
is likely to be the biggest transaction in the second  
half of the year. Currently three domestic banks – 
Santander, Itau-Unibanco and Banco Bradesco –  
are seen as frontrunners to buy the business which 
could be worth between USd4-8bn. 

The big question is: will the sale attract well capitalised 
Chinese buyers who have been increasingly active in 
Brazil’s	financial	services	sector	in	recent	months?	
Certainly there are signs that China is waking up to 
Brazil as an investment location and across various 
sectors including power, agriculture and oil and gas. 
But there have been few completed deals to date.

Mexico remains a focal point for investor interest at the 
moment, but, despite growing debt and equity activity on 
the	Capital	Markets,	this	has	yet	to	translate	into	a	flood	 

of M&A deals. one big exception was the acquisition of 
Vitro,	the	glassmaker	with	five	plants	in	Mexico	and	one	in	
Bolivia, by owens-Illinois, the world’s biggest maker  
of glass containers. The deal is valued at USd2.15bn.

Elsewhere, the Peruvian market looks to be cooling off 
but Colombia is very active again. The acquisition by 
the Colombian utilities giant, EPM, of a water business 
from the Chilean mining group, Antofagasta, for USd965m 
was a standout deal. 

We also expect to see Argentina come back strongly  
in the months ahead. Corporates and banks are  
largely taking a wait-and-see approach given residual 
devaluation concerns and the coming presidential 
elections planned for october 2015. The consensus 
view is that whoever wins, policy adjustments are 
inevitable and will make the climate more amenable  
to increased economic activity, including M&A and 
inbound investment.

The outbound story also continues apace with  
Latin American investors looking to do deals in Africa, 
the Middle East, Asia and Europe. vale’s mining venture 
with Mitsui in Mozambique and the more recent poultry 
deal between BRF and Singapore Foods are part of  
a wider trend and we expect to see more of such 
transactions in the near future. 

WEStERn EuRopE 
Fewer – but much  
bigger – deals
The trend towards more and more big-ticket M&A,  
but with fewer deals overall, was clear in Western Europe 
in the second quarter, where we saw values rise 
significantly	against	Q1	even	though	there	were	just	 
over half as many transactions.

Business-to-business investors, strongly supported by 
shareholders,	are	clearly	gaining	the	confidence	to	do	 
big strategic deals, driven by industrial logic and the 
desire to increase market share and capture important 
synergies.	Such	deals	are	inherently	complex	and	difficult	
to	complete.	The	fact	that	more	are	crossing	the	finishing	
line	is	evidence	of	that	growing	corporate	confidence.

The deals are also happening across sectors. In energy, 
we saw Shell’s giant GPB47bn takeover of BG Group,  
a deal which makes Shell one of the world’s biggest  
gas producers, and the Emirates National oil Company 
(ENoC) seeking to buy the remainder of dragon oil  
in an agreed GBP3.7bn deal. 

www.allenovery.com/mainsights
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In retail, Ahold of the Netherlands and its Belgian rival, 
delhaize, closed the quarter with news of a USd28bn 
merger,	a	deal	which	has	huge	significance	for	 
both the European and U.S. supermarket sector.  
In pharmaceuticals, the three-way, multi-billion generics 
takeover battle involving Mylan, Perrigo and Teva is proof 
that life sciences remains a hotbed for transactions,  
even though last year’s tax inversion stampede is over.

Europe’s mobile telecoms and cable industries also 
remain gripped by moves towards either consolidation  
or convergence, with some tricky competition issues  
to be addressed by the EU Commission in the months 
ahead. deutsche Telekom has, meanwhile, acquired the 
remaining 49% of Slovak Telekom for some EUR900m.

In logistics, we saw plans for a USd4.8bn merger 
between Fedex and TNT announced and xPo, of the 
U.S., acquire France’s Norbert dentressangle for 
USd3.53bn. In the consumer sector it has been reported 
that the Reimann family, through its shareholding in Coty, 
is close to buying Wella for an estimated USd12bn  
from P&G, which is busy disposing of some of its less  
well performing brands.

Italy also saw some big-ticket deals, with vivendi increasing 
its stake in Telecom Italia to 14.9% for EUR1.4bn and 
speculation of hutchison Whampoa’s 3 Italia teaming  
with vimpelcom’s Wind Telecomunicazioni to create Italy’s 
largest mobile operator, with some 31 million customers. 
Pharma and real estate were also busy.

Business-to- 
business investors, 
strongly supported by 
shareholders, are clearly 
gaining	the	confidence	 
to do big strategic deals.
In	financial	services,	the	reform	of	Italy’s	Banche	Popolari	
has been approved and should promote further 
transactions, while Advent, Bain and Clessidra have 
signed an agreement to acquire an 85.7% stake in the 
Central Institute of Italian Co-operative Banks (ICBCI),  
for nearly EUR2.15bn. Promised privatisations of Enav 
and Poste Italiane and the sale of government stakes  
in ENI, Fincantieri and STMicroelectronics, will continue  
the momentum as the year unfolds.

Capital markets activity also remains lively across  
the region. In the Netherlands, Refresco Gerber and 
Lucas Bols have announced IPos and there could be 
further	activity	in	financial	services,	not	least	the	Dutch	
government’s plans to launch an IPo for the sale of  
ABN Amro. In Germany there is evidence of healthy 
dual-track activity once again – CvC, for instance, 
acquired douglas from rival PE fund Advent, just three 
days after the perfume retailer announced plans for an 
IPo, in a deal estimated to be worth just under EUR3bn.

That deal is also evidence of increasing activity by  
PE funds in this market. We are seeing a number of  
big headline deals – Bayer’s sale of its diabetes unit  
to Panasonic healthcare, a joint venture with kkR,  
for some EUR1bn is a case in point, as is the USd1.7bn 
acquisition of ERM by omers and Alberta Investment 
Management from Charterhouse. 

Most sales processes are attracting widespread U.S. 
and Asian interest, as inbound investors step up their 
search for assets. With the euro losing value and  
signs of economic growth slowly returning, this is  
an opportune time to buy.

It remains to be seen whether the impasse over Greek 
debt will have a wider impact on activity in the region.  
For now most investors, outside the banking sector, 
seem relatively sanguine about the possibility of Grexit. 
Pipelines are strong, and the prospects for a busy 
second half of M&A activity look encouraging. 

cEE And cIS 
Go slow continues
The value and volume of deals across the CIS and CEE 
region	continued	to	fall	in	the	second	quarter,	a	reflection	
of the continuing political tensions in the area resulting 
from the Ukraine crisis, but recent high levels of activity on 
the ground in CEE suggest that the situation is improving.

Given that background, the mood among investors is, 
perhaps, a little brighter in Russia after a period of relative 
economic stability, even though the general environment 
remains very problematic. They’ve taken the opportunity 
to look ahead and plan potential transactions. 

Any inbound deals that do get done are unlikely to 
feature EU or U.S. investors while sanctions remain in 
place, however. But other investors are on the scene 
from Asia, notably China, and from the Middle East.
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That interest was on clear display in St Petersburg  
at the recent Russian Economic Forum, a four-yearly 
event sponsored by the government. Important 
memoranda of understanding get signed here between 
governments and investors, which can be a forerunner 
to	significant	investment.

With	the	economy	flat,	the	prospect	of	any	large-scale	
privatisation in Russia taking off has become even more 
remote. however, it is possible that selected sell-offs  
will get done in the months ahead if appropriate  
Chinese or other inbound investors can be found.

Slovakia saw one of the biggest deals in the CEE  
region during the quarter as deutsche Telekom agreed  
to buy the remaining 49% of Slovak Telecom it does  
not already own for an estimated EUR900m. 

The deal was preceded by an unsuccessful attempt to 
sell the government’s shares through an IPo. The IPo 
process lasted for over 12 months and was almost 
completed, with all national and international regulatory 
approvals obtained, before being pulled just three days 
before closing.

Officials	attributed	the	failure	to	Deutsche	Telekom	
making a last-minute private offer, outstripping the 
forecast IPo value by some EUR100-150m. 

But some speculate that the entire IPo process was  
an elaborate and costly means of forcing deutsche 
Telekom, in the absence of a put option in the original 
2000 agreement, to pay more. Also, the left-leaning 
government was wary of agreeing to a direct sale 
immediately and faces accusations of privatising  
its stake without a publicly transparent process.

In the Czech Republic we saw continued activity  
in	the	financial,	insurance	and	retail	sectors	but	no	
significant	transaction	was	announced	in	this	quarter.	
despite the Czech Republic growth being recently one  
of the steepest in Europe, this has not yet translated  
into increased M&A activity. The market, however, 
remains	positive	and	cash	rich,	and	financing	is	available.

Meanwhile in Poland the market for big-ticket M&A 
transactions remains rather disappointing. There is a  
lot of activity in the banking sector with one transaction 
signed in Q2 (PZU, the Polish insurance giant,  
agreed to buy Carlo Tassara’s 26% stake in Alior Bank)  
and two other transactions underway (Raiffeisen Bank 
International’s and GE Capital’s sales of their respective 
subsidiaries). Transactions which have been pending for 
quite some time, such as the sale of American heart  
of Poland – a chain of cardiology clinics – and the  
sale by Polish State Railways of its energy company  
PkP Energetyka, seem to have stalled. Such a situation  
on the M&A market does come as a surprise since the 

economy has very strong fundamentals and there is  
a lot of money on the market. What seem to be  
missing are attractive targets.

Activity in hungary continues to focus on the 
government’s efforts to re-nationalise key assets, 
particularly in the banking and utility sectors. In the 
private	M&A	market	financial	institutions,	energy	and	life	
sciences continue to dominate big-ticket transactions.  
In Q2 Advent International agreed to sell Partner in  
Pet Food to Pamplona Capital. In the mid-market space 
technology and media are among the favourite sectors. 
A large number of venture capital investments in the 
JEREMIE	programme	have	reached	their	exit	stage.	
opportunistic investors appreciate the strong 
macroeconomic indicators, low prices and the  
availability of credit.

mIddlE EASt  
And noRtH AfRIcA 
Pipeline promises  
busier times
M&A activity in the MENA region was more subdued,  
but	the	pipeline	is	full	and	a	material	up-tick	in	confidence	
could well result in a strong second half for 2015. 

The equity capital markets, in particular, are already busy 
behind the scenes, with work on a number of large offers 
underway targeting launches in the latter half of 2015  
or	the	first	quarter	of	2016.	Optimism	is	generally	
widespread, if measured and patient.

The standout deal, accounting for perhaps three-quarters 
of the deal value in the quarter, was the recommended 
public offer by ENoC, the dubai government-owned 
diversified	energy	group,	for	Dragon	Oil,	the	Ireland	and	
Uk dual-listed, dubai-headquartered, oil and gas 
exploration and production company. 

ENoC is seeking to acquire the approximately  
46% of dragon oil that it does not currently own  
for approximately GBP3.7bn. dragon oil’s main 
producing asset is in Turkmenistan and the company  
is also involved in exploration in Tunisia.

Also	in	the	energy	field,	Inpex	Corporation,	the	listed	
Japan-based	company	engaged	in	the	research,	
exploration, development, production and sale of oil, 
natural gas and other mineral resources, has acquired  
a 5% stake in AdCo onshore Concession for an 
estimated USd1.1bn. The seller is the Abu dhabi 
National oil Company, the United Arab Emirates-based 
oil and gas exploration company. 
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Inpex joins Total in the 40-year AdCo concession,  
after the French company was awarded a 10%  
share this year, having paid a fee of around USd2.2bn. 
Inpex	is	the	largest	private	sector	oil	company	in	Japan,	
which already has deep energy ties with the UAE.  
Last	year,	Japan	bought	around	30%	of	the	UAE’s	 
entire oil output, importing more than USd40bn of  
crude oil and petroleum products, according to the 
Japan	External	Trade	Organization.	

The pipeline is full and  
a material up-tick in 
confidence	could	 
well result in a strong 
second half for 2015. 
Inpex,	via	its	subsidiary	Japan	Oil	Development	
Company, already owns a 12% stake in the UAE’s major 
offshore	field	block,	Adma,	a	concession	that	runs	until	
2041 after it was extended for an additional 15 years  
at the beginning of last year.

By number of deals, the UAE was the dominant target 
market for inbound investors in the region (with six deals 
announced)	followed	by	a	short	tail	of	Egypt,	Jordan,	
Morocco and Qatar. U.S. and UAE investors dominated 
the	deal	scene	(with	five	and	four	deals	announced,	
respectively), followed by a longer tail of the Uk, India, 
France, Switzerland, kuwait, Bermuda, Singapore and 
Japan.	After	energy,	the	TMT/IT	and	industrial	business	
sectors were favourites with bidders.

In the manufacturing sector, a consortium led by Standard 
Chartered Private Equity Limited, the Singapore-based  
PE	firm,	and	a	subsidiary	of	Standard	Chartered	Plc,	
acquired a minority stake in Fine hygienic holdings,  
a	Jordan-based	company	engaged	in	manufacturing	 
tissue and paper products for USd175m. The seller  
was	Nuqul	Group,	a	Jordan-based	company	engaged	 
in the manufacturing of production products and  
conversion of paper. 

In	financial	services,	Al	Ahli	Bank	of	Kuwait	K.S.C.P.	
agreed to acquire a 98.5% stake in Piraeus Bank  
Egypt S.A.E. from Piraeus Bank SA for USd150m. 
 

 

Sub-SAHARAn AfRIcA 
Calm returns

 
After a period of political uncertainty, which has 
doubtless affected levels of M&A activity in Sub-Saharan 
Africa in recent quarters, investor sentiment is once more 
on the rise. The peaceful transfer of power following  
the, at times chaotic, presidential elections in Nigeria  
(the region’s biggest economy) has boosted sentiment. 
So too has the easing of the Ebola crisis which has been 
brought under control in the three most affected countries, 
Sierra Leone, Liberia and Guinea.

We are seeing a good pipeline of activity building  
up in sectors that are traditionally strong here –  
natural resources and telecoms, for instance.  
But other sectors are gaining good momentum too, 
notably	financial	services	and	consumer	goods	–	 
a	reflection	of	the	strong	economic	growth	forecast	 
for the region in the coming years.

Telecoms consolidation continues in a variety of Africa 
countries. The quarter saw Stockholm-listed Millicom 
acquire an 85% stake in Tanzania’s Zantel from Etisalat  
of the UAE. The deal involves Millicom assuming total  
debt of USd74m. Elsewhere, Unilever has moved to 
consolidate its position in Nigeria, increasing a holding  
in its Nigerian subsidiary from 50.1% to 75%.

Investor sentiment is  
once more on the rise.
outbound investment has been relatively lively in recent 
months, not least with two sizeable Uk deals by the 
Johannesburg-listed	investment	fund,	Brait.	It	has	agreed	 
to pay Apax and Permira GBP763m to take control of 
high street retailer, New Look (Brait’s largest shareholder 
is the South African retail tycoon, Christo Weise). 
Meanwhile virgin and CvC have agreed to sell an  
80% holding in virgin Active to Brait, with virgin 
maintaining a 20% stake. The deal is worth GBP683m.

PE funds continue to put dedicated resources behind  
their search for attractive assets in the region. TPG has 
announced a joint venture with Satya to invest up to 
USd1bn in Sub-Saharan Africa. A number of other 
houses have also recently set up special Africa funds  
for	the	first	time,	including	KKR	and	Carlyle.	
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IndIA 
Reform slowly progresses
The second quarter coincides with India’s hottest time of 
the year and is traditionally a holiday period, when activity 
tends to quieten down. That was certainly true in the last 
three months, with the volume and value of deals both 
falling back.

other factors are at play too. It’s just over a year since 
Narendra Modi’s majority government came to power. 
Ahead	of	that	decisive	poll,	there	was	significant	pent-up	
demand in M&A activity as investors waited to see the 
election outcome – few expected so conclusive a result. 
Much	of	that	pent-up	demand	has	now	been	satisfied	
and Q1 of 2015 was particularly busy as delayed deals 
finally	got	done.

While there were fewer completed deals in Q2,  
investors are once again busy behind the scenes  
seeking targets and sizing up potential acquisitions,  
with both PE funds and strategic buyers involved in  
that process.

The	busiest	sectors	currently	include	financial	services	
and real estate. There is also some restructuring activity 
in the infrastructure sector and as consumer spending 
rises we are seeing a growing number of deals in this 
area. Q2, for instance, saw the creation of Aditya Birla 
Fashion and Retail Ltd, following the merger of 
Pantaloons Fashion with the Madura Fashion and 
Lifestyle divisions, an in-group restructuring that creates 
the country’s largest apparel retailer, with 1,900 stores 
across India. 

Technology – particularly e-commerce – remains very 
active and there’s every prospect that the stream of  
deals we saw in the last few quarters will continue in  
the months ahead. Pharmaceuticals is another vibrant 
sector, especially the generics market.

The new government continues to send all the right 
signals on economic reform, but the process is taking 
time and it’s clear some people’s expectations were set 
too high. Although there has been progress, there have 
been setbacks too and some of the government’s 
high-level initiatives have failed to see a corresponding 
trickle down effect in terms of regulations.

Foreign direct investment limits in insurance, for instance, 
have been successfully lifted to 49%. But now investors 
are	worried	about	a	new	definition	of	“control”	being	

applied in the sector, which is undoubtedly having an 
impact on transactions. In real estate the size of project 
that foreign investors can take on has been reduced to 
200,000 sq ft, a welcome reform. But there is now  
some confusion about the mechanism required by  
the authorities for exiting such projects.

Nevertheless the economic fundamentals are improving. 
oil prices are manageable at current levels, the monsoon 
appears	to	be	on-track,	inflation	is	under	better	control	
and there is every chance interest rates will come down 
in the near future. All in all, we think the conditions –  
both economic and political – are ripe for a considerable 
pick-up in M&A activity in the second half of the year. 

ASIA pAcIfIc 
China changes gear
Subtle	but	significant	changes	in	the	approach	being	
taken by the Chinese government to outbound and 
inbound investment are beginning to alter the M&A 
landscape in fundamental ways.

Chinese companies are being actively encouraged to  
go on the outbound acquisition trail in multiple markets. 
This is not an entirely new phenomenon, but what’s 
different is the government’s willingness to sanction 
competition between Chinese companies for foreign 
assets – something that rarely happened until  
quite recently.

To support this foreign investment drive, there’s clear 
evidence that China is now closer to its goal of allowing 
its currency to become fully convertible, without limits  
on the amount being exchanged with foreign currencies. 
The deputy head of China’s central bank has said that 
the	move	will	offer	much	greater	flexibility	to	Chinese	
investors overseas and help support the country’s huge 
wealth management sector. The end of this year has 
been set as a target date for full convertibility, but some 
remain sceptical that it will be achieved that soon. 
Nevertheless, the direction of travel is clearly set.

Chinese outbound investors are pursuing foreign deals 
as a swift way to diversify their interests, particularly in 
the tech arena. The highly acquisitive e-commerce giant, 
Alibaba,	for	instance,	has	now	moved	firmly	into	the	
fin-tech	space,	building	a	powerful	financial	platform	 
and lending activities, and in the process becoming  
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part of the rapidly expanding shadow banking system.

Meanwhile, controls on inbound investment in China’s 
burgeoning tech sector are being tightened as concerns 
over national cyber security grow. With the government 
now insisting on contracting to a far greater extent with 
domestic IT suppliers, rather than overseas suppliers, 
that is having a direct impact on patterns of inbound 
investment here.

The groundbreaking USd2.3bn joint venture deal 
between hewlett-Packard (hP) and Unisplendour (UNIS), 
a listed subsidiary of Tsinghua holdings, the asset 
management arm of Tsinghua University, clearly illustrates 
this. UNIS is buying a 51% stake in h3C – the latest 
incarnation of hP’s converged IT infrastructure business, 
including its servers and storage businesses. The deal, 
while highly complex, is likely to provide a template for  
a range of other similar technology deals.

outbound investment  
from ASEAN countries  
continues to build.
Another	significant	Q2	deal	saw	Fosun	and	 
Thomas Cook form a joint venture to tap the explosion  
of outbound tourism from China as well as growing 
demand for foreign travel and tourism within its borders. 
The venture will begin by selling domestic holidays  
before seeking licences to sell foreign travel to  
Chinese holidaymakers.

Elsewhere, domestic consolidation continues to 
dominate the M&A market within China. Some of  
this activity is about tidying up unruly corporate 
structures, but a number of sectors are also seeing 
strategic tie-ups between competing companies as  
they try to build scale and capture a greater share  
of growing consumer spending. Life sciences has  
been a particularly active sector of late.

Against that background, the value and volume of  
deals across China is continuing to hold up strongly  
year on year, and we expect the second half of the  
year to be increasingly busy.

Elsewhere	in	Asia	Pacific	the	value	of	deals	is	holding	 
up well although we did see a slight decline in volume  
in Q2, suggesting that bigger and often more  

interesting transactions are being completed.

Australia	saw	a	good	pick-up	in	financial	services	 
deals as institutions looked for different ways to bolster 
their	capital	positions.	The	most	high	profile	was	the	
USd500m investment by Warren Buffet’s Berkshire 
hathaway group in Insurance Australia Group in  
return	for	a	share	in	premiums.	This	was	his	first	 
major investment in the region and he has made  
it clear that it is unlikely to be his last.

National Australia Bank undertook a USd4.4bn  
rights issue, the biggest in Australian corporate  
history, and plans to demerge part of its Uk operation, 
which includes the Clydesdale and yorkshire banks.  
The move, alongside a separate reinsurance deal,  
will shore up the bank’s capital base ahead of an 
expected tightening of capital requirement regulations. 
Westpac is selling down its stake in BT Investment 
Management to raise some USd670m, while ANZ  
is in the process of selling Esanda, its vehicle and 
equipment	finance	unit.	

Infrastructure remains a busy sector with more to  
come as privatisations get underway later in the year. 
The standout deal this quarter was Crown Castle’s  
sale of its wireless towers business to a Macquarie-led 
consortium for USd1.6bn. Macquarie also teamed  
up	with	Brookfield	in	the	acquisition	of	Apache’s	oil	 
and gas interests in Western Australia for USd2.1bn. 
devaluation of the Australian dollar and continued  
low commodity prices are leading some to forecast a 
pick-up in energy and natural resources M&A activity.

outbound investment from ASEAN countries  
continues to build. Q2 saw Singapore-listed Frasers 
Centrepoint acquire the Malmaison and hotel du vin 
chain of boutique hotels in the Uk for GBP363m.  
GIC of Singapore has also taken a stake in Brazil’s Rede 
d’or hospital business in a deal worth in excess of 
USD1bn.	A	significant	inbound	deal	saw	Canadian	
insurer, Manulife, pay USd1.2bn for a 15-year agreement 
to sell its products through the ASEAN branches of 
Singapore’s dBS bank.

Cross-border activity within the region, however,  
remains focused on smaller scale deals, many driven by 
Japanese	investors.	In	the	longer	term,	Indonesia	and	
India should drive M&A activity within the region but the 
expected pick-up in activity after the elections in both 
countries last year has yet to kick off in earnest.
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The value and volume of deals 
across China is continuing 

Insights, H1 2015

to hold up strongly year on year, 
and we expect the second half of the year  
to be increasingly busy.” 
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Sector insights
While TMT and the life sciences sectors continue to be powerhouses for 
transactions, we’re beginning to see significant deals done across a wider variety  
of sectors, including energy and retail, with shareholders strongly supportive of 
bold strategic moves. 

conSumER 
Adapt to thrive
Q2	closed	with	some	significant	international	deals	that	
were	reflective	of	the	livelier	behind-the-scenes	segment	
streamlining activity we are seeing at the moment. 

Corporate combinations are appearing increasingly 
attractive as companies look to consolidate their 
positions or seek growth by adapting to ever-changing 
customer demand.

The	announcement	in	late	June	of	Dutch	supermarket	
giant Ahold’s merger with its Belgian rival delhaize  
is a prime example of such a deal. This USd28bn  
deal will create a group with over 6,500 stores and  
sales of approximately EUR54.1bn. Importantly it  
will also provide the combined retailer with a range  
of supermarket brands, in particular in the U.S.  
where the bulk of EBITdA is created for both groups. 

The result will be a broader but rationalised group 
structure which, together with the increased use of 
technology in the supply chain, will enable Ahold and 
delhaize to mount a stronger defence against the  
march of the traditional U.S. and European discounters, 
like	Trader	Joe’s	and	Aldi.

The continuing importance of online retailing has also 
been	evident	with	some	significant	deals	in	the	quarter	in	
both Europe and Asia. The Uk’s Net-a-Porter agreed a 
merger with the Italian-listed yoox in March, a deal which 
will bring together yoox’s out-of-season discounted high 
fashion products with Net-a-Porter’s in-season offering 
to create a business with combined net revenues in 
2014 of EUR1.3bn. 

India	saw	a	significant	new	combination	in	the	fashion	
segment through AdBL’s merger of its Madura Fashion 
and Lifestyle divisions with Pantaloons Fashion, to create 
Aditya Birla Fashion and Retail. It is now the country’s 
largest apparel retailer, with 1,900 stores. here the 
drivers were not just about scale but also about 
strengthening balance sheets. 

There have been some continuing themes since Q1  
as well, not least the economic response to the swift 
expansion of the middle-class in East Asia.

of particular note is the new joint venture formed 
between Europe’s Thomas Cook and China’s Fosun  
to capitalise on both the explosion of Chinese tourism 
around the world and the growing inbound travel market.

Corporate combinations 
are appearing increasingly 
attractive as companies 
look to consolidate  
their positions or seek 
growth by adapting  
to ever-changing  
customer demand.
Equally	interesting	is	the	decision	of	Japanese	telecoms	
and internet group Softbank to look to match the success 
of its investment in the Chinese e-commerce operator 
Alibaba, which itself has continued to expand and diversify 
with almost ceaseless energy, by agreeing to take a 20% 
stake in the South korean e-retail service, Coupang.

We also highlighted in our Q1 analysis the noticeable 
number of planned exits by PE funds, principally in the 
leisure sector. That trend has continued to play out with 
the sale by CvC and virgin of virgin Active for GBP683m 
to Brait, the South African PE house.  

This trend has also started to move into the retail  
space with the sale by Apax and Permira of New Look 
for	GBP763m,	again	to	Brait,	and	the	significant	 
recent sale of Waterford Wedgwood Royal doulton  
by U.S. PE house, kPS Capital Partners, to the Finnish 
home and garden group, Fiskars, for USd437m.  
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Fiskars, which has been diversifying its business  
through the acquisition of Nordic kitchenware  
brands, is using M&A to move from being a regional  
to an international player. 

New buyouts remain a rarity at the moment but there  
are exceptions, such as the acquisition of sightseeing 
company Big Bus Tours by Exponent Private Equity,  
and it would not be surprising to see more activity here  
in the months ahead.

EnERgy And 
InfRAStRuctuRE 
Awaiting an  
energy shake-out
The energy market remains a lot quieter than is 
suggested	by	statistics	for	Q2,	which	are	significantly	
swollen by Shell’s GBP47bn acquisition of BG Group, 
the biggest oil and gas M&A deal for a decade. 

overall there were actually fewer deals completed than  
in Q1 and less than half the number pushed through in 
Q2 last year, but values were way ahead thanks to that 
huge	and	highly	significant	strategic	deal.

We do expect to see a more general pick-up in activity  
in the second half of the year, as the impact of persistent 
low oil prices continues to force a range of mid-tier and 
smaller operators into distress. 

With the price remaining in the USd60-a-barrel  
range – almost half what it was 12 months ago –  
many exploration projects are being quietly shelved or 
cut back, as are development schemes. A number of  
the industry’s smaller operators are being forced to cut 
costs and make disposals. Many developments simply 
cannot make money at these prices; nor can they  
attract	financing	from	banks	while	the	prospect	of	 
turning	a	profit	remains	so	distant.

operators with stronger balance sheets are already 
scouting for acquisition opportunities, although many  
will,	initially,	be	looking	to	buy	specific	assets	rather	than	
whole companies, and we expect to see an increased 
amount of distressed M&A towards the end of the year.

Well	financed	companies	will	also	seek	to	extend	their	
grip on valued assets. one of the standout deals of  
Q2 was the GBP3.7bn recommended public offer by 
ENoC for the shares it does not already own in Uk-listed 
dragon oil, whose operations are mostly in Turkmenistan. 
We expect to see more deals of that ilk in the second 
half of the year.

The	Shell/BG	deal	is	a	landmark	transaction.	It	has	 
also quickly led to speculation that other majors,  
including BP, may receive a bid from operators that have 
the muscle to fund what would be a giant transaction 
and are in a position to take a long-term view on the oil 
price. While a move for BP continues to attract some 
scepticism, there is a real possibility of further 
consolidation in the market.

We continue to believe that there could be growing PE 
fund activity in the industry, not least in regions like the Uk 
North Sea where the impact of the oil price collapse and 
political uncertainty have hit operators hard. Some PE 
funds may see this as an opportunity to extract value. 
decommissioning costs, however, will remain a deterrent.

It has also quickly led to 
speculation that other 
majors, including BP,  
may receive a bid  
from operators that  
have the muscle to  
fund what would be  
a giant transaction  
and are in a position  
to take a long-term  
view on the oil price.
The infrastructure M&A market globally has been  
quieter in the second quarter with both deal volumes  
and values sharply down on the same quarter last year 
and	on	the	first	quarter	of	2015.	This	time	last	year	the	
market anticipated a strong pipeline of anticipated 
transactions across the globe and throughout the  
sector, including ports, airports, rail and transmission  
and distribution networks.  

As these transactions have now completed – and as  
the anticipated large-scale privatisations across  
Australia have been scaled back by the outcome of  
the Queensland elections – the volume of forecast  
deals in the infrastructure space is low.  
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Coupled with large amounts of capital earmarked for 
infrastructure (exacerbated by increasing allocations to 
infrastructure and ongoing fundraising efforts by funds 
dedicated to the sector) and the loosening of credit 
terms	as	lenders	continue	to	chase	“safe”	yield,	 
multiples for headline deals are likely to remain robust. 
We look forward to headline deals in the coming  
six months, including the New South Wales  
“poles	and	wires”	privatisations,	continuing	this	trend.		

fInAncIAl SERvIcES 
A shifting landscape
Transactions	in	the	financial	services	sector	fell	back	 
in the second quarter with both Europe and Asia 
noticeably quiet.

Not helped by the drawn out and fractious negotiations 
over	Greece’s	debts,	the	level	of	activity	clearly	reflects	 
a	continued	and	more	general	wariness	among	financial	
institutions to do transactions.

But it belies the amount of work going on behind the 
scenes as banks use a range of measures – from deep 
restructuring to disposals of loan portfolios, as well as 
more straightforward M&A – to continue the process  
of fundamental reorganisation sparked by the  
financial	crisis.

It’s	significant	that	HSBC	chose	this	quarter	to	reveal	
details of its global strategic review, including the sale of 
its Turkish and Brazilian banking arms, multiple branch 
closures and some 25,000 job cuts, plus plans to target 
more investment in key markets, particularly within Asia. 

The review illustrates a more general shift in global 
banking that has seen some of Europe’s biggest banks 
step back from the global strategy they have pursued  
for some time. other European banks are following a 
similar tack, including deutsche Bank and Credit Suisse. 
Standard Chartered, under new CEo Bill Winters, is in 
the	midst	of	its	own	strategic	review	with	significant	
change expected.

Investors are demanding radical measures to improve 
recent lacklustre performance. But this rethink is, in part, 
a direct response to regulatory and political pressure, 
where the emphasis from European rulemakers is clearly 
on creating strong regional institutions rather than mega 
global banks.

That,	in	turn,	could	leave	the	field	increasingly	clear	 
for the big U.S. banks to pursue a global model over  

the	next	three	to	five	years.	Regulatory	change	there	 
has allowed them to rebuild their balance sheets,  
and the U.S. economy is the only one large enough right 
now	to	house	and	finance	giant	banks	on	its	own	account.

Sales of unwanted loan portfolios continue apace.  
GE, in the midst of making a steady exit from  
financial	services,	has	been	selling	various	mortgage	
portfolios, deals that will often attract consortium bids, 
including PE funds. RBS is selling its Asian corporate  
loan portfolio with the strong likelihood that it will be  
split up by market rather than sold to a single buyer.  
We expect this activity to remain busy.

Australia	saw	a	good	flurry	of	financial	services	deals	 
in	Q2,	not	least	Warren	Buffet’s	first	major	investment	
there – a USd500m investment in Insurance Australia 
Group – coupled with a promise of further investments 
across Asia.

As	Chinese	financial	institutions	continue	to	look	for	 
deals around the world, we’ve seen a marked change  
of strategy from the government. Where once it would 
have chosen a champion to prevent Chinese bidders 
from competing with each other for overseas assets,  
that stance appears to be changing.  

Both companies have been among the most active 
outbound investors this year – Anbang bought a 
controlling USd1bn stake in korea’s Tong yang Life 
Insurance company in February; Fosun is currently 
working on a USd1.8bn acquisition of Ironshore,  
the U.S. insurer. While the frontrunners to take over 
hSBC’s Brazilian operations remain three domestic 
banks, there is speculation that Chinese investors  
might also join the bidding.

Merger activity between small and mid-sized reinsurers 
and speciality carriers aside, we expect M&A activity  
to remain pretty subdued in the sector. Against that 
backdrop, it’s clear that Banco Sabadell’s GBP1.7bn 
strategic takeover of TSB on the cusp of Q2 –  
made possible by the creation of a new entity thanks  
to EU State Aid regulations – was an exception to the  
rule. The return of widespread strategic dealmaking 
remains a distant prospect.

The situation in Greece feels like a negative factor 
regardless of how it pans out. Grexit would certainly  
bring	unintended	consequences	for	the	financial	 
system, while staying in the euro would mean  
continuing uncertainty. Neither would be good  
for M&A.
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lIfE ScIEncES 
The bubble has not burst
Life sciences transaction values and volumes showed a 
decline in Q2, particularly compared to the heady heights 
reached this time last year when the rush by big U.S. 
pharma companies to complete tax inversion deals led 
to a huge spike in activity.

But, in common with many leading commentators,  
we think there is still plenty of life in this part of the  
M&A market. Talk of a bubble about to burst,  
is, we think, overdone.

The U.S. remains the most active market for life sciences 
deals, but for the second quarter in a row we’ve seen  
a sharp increase in domestic transactions in China.  
This is part of a trend of consolidation across a number 
of sectors as Chinese companies seek to build their 
home market presence in order to capitalise on 
accelerating consumer spending. 

The competition for highly prized assets is also changing 
the	“realpolitik”	of	merger	practice.	The	three-way	
generics battle – with Mylan making a USd33bn offer  
for	Perrigo,	while	fighting	off	a	USD44bn	offer	from	its	
Israeli rival Teva – is a case in point. 

So far, Mylan’s advances have been spurned by Perrigo, 
and reports suggest it will soon appeal straight to Perrigo 
shareholders, the largest of which, Abbot Laboratories, 
has already indicated it will accept the Mylan offer.

Meanwhile, to outsmart Teva, U.S.-based,  
but dutch-registered, Mylan has bolstered its defences  
with	a	“Stichting”	–	a	defence	mechanism	commonly	
used in the Netherlands. Whether it will work or not,  
or whether Mylan will have to depend on winning the 
Perrigo battle and thus make itself too big, or too highly 
leveraged, for Teva to swallow, remains to be seen.

Connected health remains an intensely busy area of  
the market. one interesting trend is tie-ups between 
Japanese	and	Korean	electronics	manufacturers	 
and healthcare companies. Panasonic’s USd1.15bn 
purchase of Bayer’s diabetes care business is a good 
example of this trend, as is Samsung’s partnership with 
Medtronic to address the same market. But it’s not  
all about the big players. Start-up diabetes specialist 
Glooko (which has links with both Bayer and Medtronic) 
is also making big strides with its plan to build 
partnerships across the industry to unify diabetes 
relevant device data into a single platform. often these 
opportunities for tech and healthcare relate to the 
so-called hoNdA (hypertension, obesity, non-compliant, 
diabetes and asthma) population. Technology holds  
the potential to shift health management from a reactive 

method of care to one of self-management. 

The USd10.1bn merger between CvS and omnicare  
is evidence of further consolidation in pharmacy  
supply chains, of the sort we’ve already seen between 
Walgreens/Alliance	Boots	and	AmerisourceBergen.	
Increased purchasing power and economies of scale  
are clearly a main objective of these deals. But a 
difference here is that omnicare focuses on supplying 
high-end and more lucrative speciality drugs to treat 
complex diseases. 

The pursuit of higher margin products is also  
driving deals across the speciality pharma sector.  
Alexion Pharma’s USd8.4bn acquisition of Synageva 
BioPharma (at a giant 124% premium to its market  
value) is seen as further evidence of the extraordinary 
returns that companies targeting rare diseases can 
command. GSk’s cell and gene therapy collaboration 
with MolMed is another example of activity at this  
premium end of the market.

Consolidation in the generics market continues as 
demonstrated by Endo’s USd8bn acquisition of  
Par, which focuses on higher margin generics,  
from TPG Capital. Endo clearly wants to build up its 
generics arm but it is also an innovator – evidence, 
perhaps, of the increasingly blurred lines between  
these two parts of the market.  
 

mInIng 
Bottoming out ?
With commodity prices still highly unpredictable and  
with China’s once voracious demand for key raw 
materials like iron ore and coal now diminished,  
mining	remains	under	significant	pressure,	with	M&A	
transactions at a very low ebb.

Transaction values slumped in Q2 to just over USd6bn 
– their lowest level for many years. Thanks to a more 
buoyant	first	quarter,	deal	activity	for	the	first	half	
remained at roughly the same level as h1 2014,  
but that can’t disguise the fact that the market is still  
very anaemic compared with past performance.

For	the	majors	the	focus	remains	firmly	fixed	on	 
cutting their cloth to meet current market circumstances.  
That means ambitious acquisitions are off the  
agenda in favour of non-core asset disposals and cost 
cutting to meet demands for more value to be returned 
to shareholders.

As part of that process BhP Billiton completed the 
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demerger of non-core assets into a new company, 
South32, in Q2. The new entity is listed in London, 
Sydney	and	Johannesburg	and	capitalised	at	around	
USd9bn. The remaining business will concentrate on  
its core iron ore and coal interests, while South32  
will plough its own course as an independent  
diversified	mining	group	with	interests	mostly	located	 
in South Africa and Australia. 

With coal prices still at rock bottom, other majors are,  
by contrast, busy reducing their exposure in this area. 
Peabody, vale and Rio Tinto are all reported to be 
looking for buyers for coal assets in Eastern Australia 
following similar processes in Africa, notably Mozambique. 
Whether	or	not	they	can	easily	find	buyers	remains	 
to be seen.

With the industry undergoing tough times, it might seem 
an odd moment to be calling the bottom of the cycle. 
That, though, is the view of a growing number of 
commentators and it’s one that has some merit.

There	is	growing	confidence	amongst	some	mid-tier	
companies, with signs that they are prepared to do 
significant	strategic	deals	where	circumstances	allow.

A	good	example	is	Independence	Group,	the	diversified	
Australian miner whose risks are spread over a number 
of minerals, including nickel, zinc, copper and gold,  
the prices of which have all fared better recently than 
bulk commodities. 

Its USd1.4bn takeover of Sirius Resources – currently 
developing the valuable Nova-Bollinger nickel project 
which is due to be completed next year – will see two 
mid-tier mining groups come together to achieve greater 
scale. The deal should also catapult the combined group 
into the ASx100.

We expect to see some similar deals in the coming 
months. While the pipeline of deals is by no means 
flowing	at	full	tilt,	it	is	showing	signs	of	greater	health.	

When recovery does come it is unlikely to be either  
quick or smooth, however. demand from key markets 
such	as	China,	Japan	and	India	is	likely	to	remain	
subdued in the short term. While some are increasingly 
bullish about the price of copper, gold and nickel,  
most remain uncertain about bulk commodities and  
will be wary of committing to transactions if there is a  
risk the price might fall even lower. 

But sentiment also plays a big part, and often one big 
deal	involving	significant	assets	and	players	can	spark	 
a return to activity. The fundamentals are in place.  
After devaluations of currencies in Australia, Africa and 
Latin America, assets are currently less expensive and 
access	to	finance	continues	to	be	favourable.

pRIvAtE EquIty 
Back on the front foot ?
In common with other parts of the market, PE saw  
the number of deals decline in Q2 but the value go up.

For several quarters now PE activity has been focused 
on exits rather than buyouts and that work continues 
with a number of sizeable transactions in the quarter,  
not least the IPo of Sophos, the security software 
business	majority	owned	by	Apax.	The	float	values	 
the company at just over GBP1bn and is one of the  
Uk’s largest ever tech IPos.

That focus on exit is partly due to the life cycle of funds 
– PE houses have returned record levels of cash to 
investors in recent times. 

But	it	also	reflects	the	reluctance	of	PE	funds	to	deploy	
their considerable dry powder only to compete for  
assets with equally well resourced strategic buyers. 
Corporate investors will often be prepared to pay  
much bigger premiums for assets, particularly if  
valuable synergies are on offer.

PE funds are getting a little more

in their approach and we expect 
aggressive

to see much more buy-side activity in the months ahead.”
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tElEcomS, mEdIA  
And tEcHnology 
Consolidation and convergence
The TMT sector continues to be ablaze with big-ticket 
transactions, many concentrated in the U.S. values 
roared ahead to USd230bn stoked by a number of 
important megadeals.

The semi-conductor industry was once again centre 
stage thanks to continuing consolidation. This is being 
driven by the desire to increase design and manufacturing 
efficiencies,	boost	selling	power	and	the	need	to	develop	
increasingly complex portfolios of chips for devices and 
sensors	to	support	the	growing	range	of	“Internet	of	
Things”	applications.	

Intel	announced	in	June	that	it	is	acquiring	Altera	for	
USd16bn, the third multi-billion semi-conductor deal 
since	March.	Just	days	earlier,	Singapore-based	Avago	
acquired its U.S. rival Broadcom for USd37bn, said to 
be the largest technology sector acquisition on record 
and the latest in a string of deals by the highly acquisitive 
Avago. In March NxP, the dutch chipmaker, acquired 
Freescale of the U.S. – all part of a continuing line of 
semi-conductor deals and with the prospect of further 
consolidation to come.

one of the most interesting deals of Q2 was the strategic 
partnership which brought together the Chinese enterprise 
technology assets of hP and the commercial arm of 
Tsinghua University to create China’s leading provider  
of technology infrastructure.

Under the deal UNIS, a subsidiary of Tsinghua holdings, 
will buy a 51% stake in a new business called h3C, 
housing hP’s technologies and all of its China-based 
server, storage and tech services businesses. The deal is 
worth USd2.3bn, valuing the new company at USd4.5bn.

Most interestingly, it is seen as a direct response to 
growing worries about national cyber security, which has 
led the Chinese government to insist on working with a 
higher number of domestic IT suppliers. As such, it could 
well provide a new modus operandi for multinational tech 
companies that want to remain relevant in China. 

Convergence and consolidation remain the order of  
the day in telecoms and media. The standout Q2 deal 
was Charter Communications’ USd53.3bn bid for  
Time Warner Cable. This is part of the ongoing 
consolidation in the U.S. cable industry as businesses 

That impasse does now appear to be easing, however, 
and we are beginning to sense a shift in the market,  
with more and more funds ready to go back on the  
front foot and make big-ticket acquisitions. PE funds  
are getting a little more aggressive in their approach  
and we expect to see much more buy-side activity in  
the months ahead, particularly in the fourth quarter.

A number of things look different now than in the heady 
pre-crisis days when PE was last at its most active in  
the market. Funds are now much more sceptical  
about auctions, previously their preferred route to  
buying a business because they could, at that time, 
always	be	confident	of	having	superior	firepower.	 
With plenty of cash-rich corporates on the hunt for 
assets now, that’s no longer the case. So funds are 
increasingly favouring bilateral deals.

Club deals are also becoming much more common,  
an indication that bigger and potentially more risky 
transactions are under consideration. In Q2 there was  
a whole host of such deals, not least the proposed 
USD4.3bn	investment	by	five	funds	–	led	by	GIC	of	
Singapore and the Canada Pension Plan Investment 
Board – in hutchison’s mobile business, 3. They will  
take a near 33% stake and the funds raised will help 
finance	3’s	takeover	of	O2.	In	Australia,	Macquarie	led	 
a consortium in buying the Crown Castle wireless 
network business for USd1.6bn.

We are also continuing to see good-sized secondary 
deals. A standout Q2 transaction was the Advent’s 
EUR2.7bn sale of the German perfume retailer,  
douglas, to CvC. The company had looked to  
be heading for an IPo.

The shape of the funds industry is also changing. 
Alternative investors, such as Sovereign Wealth Funds 
and Pension Funds (particularly Canadian ones), are now 
an established part of the landscape. helped by lower 
costs of capital and a willingness to pay a full price for 
good assets, they are making strong headway, as the 
USd1.7bn acquisition of ERM by oMERS and Alberta 
Investment Management from Charterhouse shows.

PE funds are themselves also looking for new 
approaches to investment. CvC, Apax and EQT have  
all set up alternative investment vehicles focusing on 
either growth companies or start-ups requiring venture 
capital. Taken together these trends promise a much 
busier second half of the year.
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rationalise their offerings, and create scale to face  
the	growing	threat	of	so-called	“over	the	top”	digital	
streaming	operators,	such	as	Netflix	and	Hulu.

If successful the deal will create a huge broadband and 
pay-Tv business, big enough to rival Comcast. But it 
may	well	have	significant	regulatory	hurdles	to	clear	–	
Comcast’s own USd45.2bn offer for Time Warner fell 
apart	after	regulators	raised	significant	concerns	about	
the tie up.

Convergence and 
consolidation remain  
the order of the day in 
telecoms and media. 

Consolidation in Europe’s mobile industry remains  
a hot topic, with deals in denmark and the Uk  
on the desk of the new EU competition commissioner, 
Margrethe vestager, and others (Italy and possibly 
France again) being prepared. 

Not all mobile operators are pursuing consolidation 
strategies.	As	the	BT/EE	merger	indicated,	convergence	
is seen as an alternative, using a quad-play offering of 
mobile,	fixed-line,	broadband	and	internet,	where	users	
can access content on whatever device they choose,  
to	address	customer	demand	and	increase	profits.	 
The	BT/EE	deal	is	also	in	the	midst	of	the	merger	 
control process, but before the Uk’s CMA rather than  
the EU Commission.

vodafone now also seems to be pursuing this route, 
confirming	it	is	in	talks	with	John	Malone’s	Liberty	Global,	
Europe’s biggest cable company, about swapping 
assets – a move that could allow both groups to provide  
a full-service offering in different European markets, 
although an outright merger has been ruled out. 
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A global snapshot
Top 20 global outbound acquirers and inbound target markets

Number of  
outbound acquisitions

Number of inbound  
acquisitions

Note:	these	figures	represent	the	total	number	
of	deals	announced	between	1	January	2015	
and	29	June	2015	inclusive.
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Norway

Germany

Japan

India

Italy

Denmark

South Korea

volume of outbound acquisitions

Rank country volume 
of deals

value of 
deals uSdm

1 U.S. 262 50,892

2 Uk 127 69,795

3 China 80 14,576

4 France 72 5,828

5 hong kong 62 7,312

6 Canada 61 38,996

7 Japan 57 13,733

8 Germany 46 2,888

9 Switzerland 34 901

10 Netherlands 31 96,569

11 Singapore 31 5,272

12 Sweden 29 1,312

13 Australia 25 958

14 Italy 20 368

15 Norway 18 613

16 Luxembourg 15 7,892

17 Ireland (Republic) 14 8,654

18 denmark 14 509

19 Belgium 14 376

20 Spain 13 744

volume of inbound acquisitions

Rank country volume 
of deals

value of 
deals uSdm

1 U.S. 168 79,131

2 Uk 106 115,408

3 Germany 85 11,377

4 China 76 8,461

5 Canada 60 11,192

6 France 46 25,536

7 Australia 41 5,372

8 India 38 3,297

9 Spain 37 5,027

10 Netherlands 36 8,912

11 Italy 34 4,683

12 hong kong 32 6,489

13 Brazil 32 3,750

14 denmark 31 926

15 Sweden 29 2,457

16 South korea 24 4,061

17 Finland 23 646

18 Belgium 17 12,125

19 Switzerland 15 681

20 Ireland (Republic) 14 36,222
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A global snapshot
Top target markets for the world’s largest acquiring countries

u.S. uK

UK 10,712
Canada 9,539
Germany 1,295
India 2,056
France 7,037

China 1,096
Australia 2,473
Italy 3,178
Netherlands 4,807
Brazil 1,482

Value of deals (USDm)

U.S. 18,351
Germany 5,755
Canada 396
Australia 760
Denmark 98

France 2,545
Ireland 35,961
Italy 355
Netherlands 130
Spain 1,050

Value of deals (USDm)

francechina

Australia 62
Austria 614
Belgium 1,720
Brazil 781
Canada 95

Costa Rica 83
Finland 977
Germany 6
Hungary 38
India 8

Value of deals (USDm)

Note:	these	figures	represent	the	total	number	of	deals	announced	between	1	January	2015	and	29	June	2015	inclusive.
* Undisclosed

Australia 2,742
Brazil 5,228
Canada 199
DR Congo 870
France UD*

Germany 123
Hong Kong 341
Israel 243
Italy 1,800
Japan 809

Value of deals (USDm)
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The underlying data for this research comes from The Mergermarket Group.

–		The	data	contained	in	the	H1	2015	results	spans	1	January	2015	and	29	June	2015	inclusive

About the research

Australia 4,169
Bermuda 50
Canada 599
China 503
France 73

Germany 521 
India 215
Japan 157
New Zealand 14 
Philippines 11

Value of deals (USDm) Value of deals (USDm)

Value of deals (USDm)Value of deals (USDm)

Value of deals (USDm) Value of deals (USDm)

U.S. 24,010
United Kingdom 10,219 
Germany 3,213
Spain 253 
Australia UD*

Bermuda 228 
China 920
Colombia 22 
Italy 5
Peru 14 

U.S. 10,146
UK 312
India 15 
South Korea 1,616
Australia UD*

Canada UD*
China 100
Netherlands 75 
Singapore 28 
Taiwan 14 

U.S. 45
Netherlands 39
Italy 726
Switzerland UD*
Belgium 81

Malaysia 29 
Spain UD*
Sweden UD*
UK 44
Australia 246 

Germany 304
U.S. 200
France 25
Spain 9
Italy UD*

Austria UD*
UK UD*
Brazil 220 
Egypt UD*
Equatorial Guinea 67

U.S. UD*
Belgium 11,901
France 140
Spain 2,170
UK 81,214

Germany UD*
India 32
Sweden 284 
Australia UD*
Brazil UD*
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Allen & Overy ranked 1st for cross-border M&A globally, 
by volume of deals 
Bloomberg h1 2015
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