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WELCOME

WELCOME TO THE SECOND EDITION OF HORIZONS IN 2021, IN WHICH BDO M&A PROFESSIONALS
AROUND THE WORLD PRESENT THEIR INSIGHTS ON MID-MARKET DEAL ACTIVITY AND TRENDS

Our theme for our second publication of
the year, is building momentum after the
strong bounce back in global mid-market
M&A activity in the second half of last year.
Whilst on the face of it, the year has begun
with a dip in deal activity, we are not too
concerned about that as it is not unusual

in the first quarter of a year and we can

see positive underlying trends that support
momentum in the M&A market.

As we write this “Welcome”, global health
and economies are still clearly impacted

by COVID-19 with improvements in some
areas with the vaccine roll out programmes
but less so in other areas such as India. This
mixed picture of easing and tightening of
lock-downs and travel restrictions is likely to
continue for some time but businesses have
learned to adapt to it and M&A intent and
processes have too.

The most striking trend is the growth and
growth of private equity led M&A since the
onset of the pandemic. Private equity deal
volume has gained share and aggregate deal
value is breaking all records with in excess
of USD 54 bn in the first quarter of the year.

PEOPLE:

All about who
Protecting, retaining, and
motivating a workforce
PROCESSES:

All about what

Reframing operations,
transactions, and interactions

PURPOSE: All about why

Finding WHY that will keep
business resilient

That is not just higher than any quarter in
2020 but materially higher than any quarter
in in each of the last dozen or so years.
Private equity led M&A now represent 30%
of all deal value. That is remarkable and

is a reflection of the available funds and
appetite to deploy.

We look at the private equity trends more
on our Global View article, along with the
picture by sector and by region. We see
recovery in M&A in all sectors to differing
degrees and in most regions and expect
positive momentum. We have yet to see the
expected pick up in more distressed M&A
across all sectors but we may see more of
this as Government support programmes
are eased back.

In previous publications, we have included
our own Rethink model which our clients
have found a helpful framework to order
their thinking and articulate their plans

to stakeholders. As part of Rethink, we have
developed a 7p model of seven core business
functions which is a tool for helping to
Rethink business models and can also be
used in M&A strategy and assessment.

PERFORMANCE:
All about how

Adjusting activity-related initiatives
and KPIs to achieve goals

PRODUCTIVITY:
All about results

Adjusting activity-related initiatives
and KPIs to achieve goals

PLACE: All about where

Rethinking the important of location
and geography in order to adjust to
the new reality

PROFIT: All about ROI
Reconsidering a financial strategy
that is aligned to the new reality

In our leader article, we look further at
private equity which has been a powerful
investor of businesses within countries and
regions and is increasing its share of cross-
border investment the industry continues to
grow and globalise.

In our sector view, we look at manufacturing
where we see an acceleration in digital
transformation. We also look at natural
resources where we see that the availability
of public funding may have impacted the
levels of M&A. Finally, in our technology
mid-market assessment, we analyse how
E-Commerce is driving investment.

We believe that despite all of the obvious
challenges presented by the pandemic that
momentum will continue to build with the
global M&A market and that we will have
further evidence of this to report in the
second half of the year. In the meantime,
we hope your transactions progress and that
you stay safe and well.

JOHN

STEPHAN
HEAD OF GLOBAL M&A

john.stephan@bdo.co.uk

SUSANA
BOO

INTERNATIONAL
CORPORATE FINANCE
COORDINATOR

susana.boo@bdo.co.uk
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GLOBALVIEW

RECORD LEVELS OF PRIVATE EQUITY CASH DEPLOYED IN DEALS SUPPORT CONTINUED M&A RECOVERY

2020 was an M&A tale of two halves. The first half massively impacted by COVID-19 and the second half an
impressive recovery to pre-pandemic levels of deal activity. 2021 has, at face value, started in a similar manner to
2020, with overall mid-market deal volumes at just under 1,700, which is almost identical to Q12020. However, we

expect the similarities to end there.

The first quarter of any year is typically
slower than the other quarters and there

is always a lag in deal recording such that

by this time next quarter, Q12021 will be
showing higher levels than now. Moreover,
with investors and acquirers having adjusted
to the remote working way of doing deals
and an ample supply of cash, we firmly
believe 2021 will not see a repeat of last year.

When we look at aggregate deal value, our
view is supported by the data. Q12021 had
an aggregate value of USD 178bn, which

is 28% up on the corresponding quarter of
2020 and 11% up of 2019. It is clear that
there is no shortage of cash being deployed
in M&A activity and the average deal size
has gone up, which we see as a measure of
confidence.

GLOBAL MID-MARKET M&A

Turning to the composition of deals,

what we are seeing is that private equity
investing has continued at pace. The 350
plus investments in Q12021 (representing
one-fifth of all deals) compares well with the
second recovery half of last year and is some
way ahead of the opening quarter of prior
years. In value terms it is even more marked.
At USD 54bn of aggregated deal value, it

is not just higher than any quarter in 2020
but materially higher than any quarter in

in each of the last dozen or so years. To put

it another way, PE-led deals accounted for
over 30% of all deal value in Q12021. That is
remarkable and is a reflection of the amount
of PE funds have to deploy and the appetite
that they have to do so.
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Given this private equity surge in investing,
the usual dip in Q12021 deal activity is
therefore more pronounced for trade
acquirers, with the number of deals dipping
to Q12020 levels. That said, aggregated deal
value for trade buyers has held up better and
is nearly 20% higher than Q12020 and is on
a par with the recovery quarter of Q3 2020.

In summary, looking at the Global mid-
market M&A chart, the eye may at first be
drawn to the bars and the decline in Q12021
but the real tale of the tape is the red line
below which highlights the continued rise of
PE investing in M&A deals.
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When we look at the picture by sector, we
see a drop in deal activity across all sectors
in Q12021 compared to the final quarter of
2020, with Financial Services being the least
effected. However, when we compare the
figures to Q12020, we see that deal activity
in Energy, Mining & Utilities, Real Estate
and TMT is higher, with a number of other
sectors being on a par. The only sectors to
have declined based on this comparison

are Business Services and Consumer, and
Leisure is only marginally down.

Looking around the world, Q12021 saw

a reduction in deal activity in nearly all
regions when compared to the final quarter
of 2020. The decline in North America,

UK and Ireland and Benelux was less
pronounced though. Making the same
comparison with Q12020, half of the
regions around the world are at higher
levels and this is most noticeable in the
Nordics, Middle East and Israel. The regions
that show a significant decline on both
comparisons are Japan, Southern Europe,
India and South East Asia.

GLOBAL BDO HEAT CHART BY REGION AND SECTOR
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OUTLOOK SUPPORTS OUR
RENEWED FEELING OF RECOVERY

For the third quarter running our BDO Heat
Charts show even more rumoured mid-
market deals and add to the encouraging
picture of bounce back and resilience in the
M&A markets. For the second quarter in a
row there are over 10,000 rumoured deals.
That compares with a typical quarterly total
of 8,000 or more and really gives grounds
for optimism for M&A markets despite the
continued effect on economies around the
world of the pandemic.

We expect this picture to be supported by
the availability of cash in private equity and
capital markets.

GLOBAL THEMES
INFLUENCING M&A

In most quarters we have included a
number of factors that are driving deal
activity such as the availability of cash, the
continued growth of private equity funds,
the plans of strategic buyers and the desire
to acquire digital capability. In 2020 these
were overshadowed by the impact of the
pandemic but with the strong recovery in
deals in the second half of 2020, and the
rise of private equity investing in Q1 2021,
we can see the continued importance of
these drivers, especially digital. As before,
we would add to those factors the rise in
the ESG agenda for investors. We further
expect that there will be a rise in stressed
and distressed M&A and special situations
M&A as some of the government support
measures around the world are withdrawn.

Note: The Intelligence Heat Charts are based on “companies for sale” tracked by Mergermarket in the respective regions between 1
July 2020 and 31 December 2020. Opportunities are captured according to the dominant geography and sector of the potential target
company. Mergermarket's Heat Chart of predicted deal ow is based on the intelligence collected in our database relating to companies
rumoured to be for sale, or of cially up for sale in the respective regions. It is therefore indicative of areas that are likely to be active in
the months to come. The intelligence comes from a range of sources, including press reports, company statements and our own team
of journalists gathering proprietary intelligence from M&A across the regions. The data does not differentiate between small and large
transactions, nor between deals that could happen in the short or long-term.
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A STRONG QTWITH MOMENTUM SET TO BUILD THROUGHOUT 2021

The much-anticipated end to the
decade-long bull market finally
arrived in 2020, though no one
expected a global pandemic to be
the bearer of the bear market. More
than a year later, however, markets
have largely recovered, and though
uncertainty about the course of
COVID-19 - and thus, the global
economy — persists, there is more
clarity and optimism governing
business today, setting the stage for
robust private equity deal-making
activity to continue through the
balance of 2021.

The first quarter of 2021 is the first

since 2008 in which private equity

has represented over 30% of global

middle market deal value, according to
Mergermarket data. At nearly USD 54bn of
the USD 177bn total, PE comprised nearly

a third (30.3%) of global middle market
deal value, with activity in both cyclical and
defensive sectors.

Investors have traditionally seen the
healthcare industry as a defensive sector,
and the global pandemic magnified this
perception. In North America, the Pharma,
Medical & Biotech sector saw four deals
take place with a total deal value of US
1.88bn. However, the TMT sector still took
the top spot, tallying USD 3.37bn in

seven deals.

For prospective deals globally, TMT is
expected to see the highest amount of
deal activity — perhaps indicating a shift
in perception of technology as a more
defensive sector — followed by Industrials
& Chemicals, Financial Services, and
Pharma, Medical & Biotech. At the other
end of the spectrum, Leisure and Real
Estate are projected to see the least
amount of activity among the sectors that
Mergermarket tracked.

2021 PROJECTED DEAL ACTIVITY
GLOBAL BDO HEAT CHART BY REGION AND SECTOR
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Note: The Intelligence Heat Charts are based on “companies for sale” tracked by Mergermarket in the respective regions between

1 July 2020 and 31 December 2020. Opportunities are captured according to the dominant geography and sector of the potential target
company. Mergermarket's Heat Chart of predicted deal ow is based on the intelligence collected in our database relating to companies
rumoured to be for sale, or of cially up for sale in the respective regions. It is therefore indicative of areas that are likely to be active in
the months to come. The intelligence comes from a range of sources, including press reports, company statements and our own team
of journalists gathering proprietary intelligence from M&A across the regions. The data does not differentiate between small and large
transactions, nor between deals that could happen in the short or long-term.
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2021

REGIONAL M&A OPPORTUNITY

When benchmarked against other regions,
North American deal volume represented
over a third (36%) of global volume in
2020. Along with North America, it's
expected that companies based in South
East Asia and China will be very active in
2021, setting up a banner year for global
M&A. In early 2020, Asia and South East
Asia overtook Continental Europe as the
region with the most opportunity for private
equity investment, according to BDO's

. Despite the lull in H1 2020,
private equity activity in China ranked
second globally in terms of prospective deal
activity. Elsewhere in Asia, the south eastern
region is one to watch.

While 4% may not seem like a significant
percentage, smaller countries such as
Malaysia and Singapore have surpassed

the projected deal volume of regions with
economies much greater than theirs.
According to the BDO Heat Chart, the
South East Asia region had more companies
to sell than Australia, Latin America, the UK
and Ireland.

Cross-border M&A may also see a healthy
boost in activity, provided that investors
see continued economic recovery. Several
indicators point to market optimism for
2021, including the effectiveness of
vaccine distribution and government
stimulus measures worldwide. Once

in place, borders and economies can
move towards full reopening, helping to
alleviate the challenges of deal making
and conducting due diligence posed by
pandemic-related restrictions on travel
and business operations.

Overall, deal flow was relatively more
favourable in the US than internationally in
H2 2020 and total deal value for US targets
tripled in H2 2020 compared to the first
half of the year. Deal flow will likely increase
abroad as pent-up activity hits the market.

2020 SET THE STAGE FOR DEAL
ACTIVITY TO REBOUND

In spite of the challenges created by the
coronavirus pandemic, in some ways

2020 was a banner year for private equity.
Starting in Q1 2020, private equity buyouts
represented over one-third (33.9%) of total
mid-market deal value in North America -
up from 20.7% in Q4 2019 — marking the
first time ever that the proportion

has surpassed 30%.

SCOTT
HENDON

GLOBAL LEADER OF
PRIVATE EQUITY

shendon@bdo.com
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GLOBAL

10,040 RUMOURED TRANSACTIONS

PO7 | NORTH AMERICA

NORTH AMERICAN M&A:
OFF TO THE RACES

P9 | LATIN AMERICA

M&A DEAL ACTIVITY
SLIPS BACKWARDS

SECTORVIEW

TECHNOLOGY
MID-MARKET

NATURAL
MANUFACTURING RESOURCES











































































































































