o GrantThornton

Mergers and acquisitions:
looking beyond the global downturn.

International Business Report 2009

Today’s headlines may be dominated by the global
economic downturn, but when privately held
businesses (PHBs) are asked about their plans

for the next three years, a more balanced picture
emerges. The Grant Thornton International
Business Report (IBR) has been researching the
attitudes and opinions of PHBs for the last 17 years
and recently surveyed over 7,200 senior executives
across 36 economies about their appetite for
acquisitions. While the current tightening of lending
policy and uncertain economic outlook is clearly
impacting transaction volumes at the moment,

the results suggest that PHBs retain a surprisingly
robust attitude to deals over the next three years.

Although the percentage of respondents
planning an acquisition showed a slight reduction
(37 per cent plan to acquire against 44 per cent
last year) there has actually been an increase
in the proportion planning to transact cross -
border, suggesting that international mergers and
acquisitions (M&As) remain on the agenda as a key
strategic tool to drive growth.

We believe that arising from these turbulent
times there will be attractive opportunities to
undertake well thought-out and carefully executed
M&A transactions, both domestically and overseas.
Indeed, in today’s market, opportunities exist for
cash rich or well capitalised businesses to achieve a
step change in their business by acquiring struggling
but fundamentally sound rivals. Increasingly,
such transactions are expected to be cross-border
providing genuine strategic upside for buyers.

And as PHBs expand, our own global
organisation of over 90 member firms is there to
offer specialist M&A services in every major trading
centre in the world.

Mike Hughes
Global service line leader - mergers & acquisitions
Grant Thornton International



Global overview

Figure 1: Planning to grow through acquisition in the next three years
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Figure 2: Key drivers behind acquisition plans
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Findings of the Grant Thornton IBR
2009 show the medium term outlook for
M&A amongst PHBs remains robust.
This is despite the current difficult
economic environment and a drop in the
value of the global M&A market in 2008.

Obur research reveals that globally
the proportion of PHBs expecting to
expand by making acquisitions in the
next three years is a resilient 37 per cent
- a fall of only 7 per cent compared to
our study last year (figure 1). There are
some important regional differences,
notably that companies in BRIC
economies (Brazil, Russia, India and
mainland China) are planning to be much
less acquisitive. But the medium term
acquisition plans of PHBs in mainland
Europe have actually increased and those
in many other developed economies have
held comparatively steady.

Globally, 57 per cent of respondents
stated that access to new geographic
markets was the most important driver
behind their acquisition plans
(figure 2). However, here too there were
some important regional differences. In
India, acquiring new technology and new
brands was given as the most important
driver (50 per cent). Only 31 per cent
cited access to new geographic markets,
confirming the importance of technology
and brands for Indian PHBs as they
continue to develop.

For those PHBs with the financial
capability to make an acquisition, the
next twelve months is likely to be a
‘buyers market’ and offers the prospect
of picking up strategic acquisitions at
attractive valuations. However, for PHBs
looking to expand through M&A, it has
never been more important to make
sound strategic decisions based on solid
due diligence and ensure the correct



financing structure is in place to cope
with possible downsides in the short
term as a result of the sluggish economy.

Not surprisingly, our survey also
reveals that the turmoil in the financial
markets has reduced the appetite
of PHBs to raise capital through a
public listing, with the proportion of
respondents globally falling from
22 per cent to a meagre 10 per cent, with
the steepest fall in interest amongst the
BRIC economies (figure 3).

Unsurprisingly in light of the
economic difficulties, the results show a
fall in business owners anticipating selling
their business in the next three years,
down from 8 per cent to 6 per cent. For
those business owners who can choose
when to exit, some may decide to ride
out the current economic storm hoping
they will achieve a better valuation as the
world economy improves.

However, not every business loses
value in a recession and for those
planning to sell in the immediate
future, exits at attractive valuations
will still be possible, especially for
high performing PHBs with robust
earning streams. Soundly managed
businesses that perform well during the
downturn represent a choice target and
will continue to attract interest from
corporates and private equity houses
looking to acquire high quality assets.

Figure 3: Plans to undertake a public listing in the next three years
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Regional tocus

“Some businesses are
looking forward to the
opportunities that may
emerge.”

Jack DiFranco
Grant Thornton, United States

Figure 4: Plans to grow through acquisition in the next three years
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North America and United Kingdom
There is a noticeable but relatively
modest fall in the percentage of PHBs
with acquisition plans in the mature
economies of North America (down
from 48 per cent in 2008 to 44 per cent
in 2009) and the UK (down from 40 per
cent to 39 per cent) (figure 4).

With their highly developed M&A
markets, the results suggest that PHBs
in North America and the UK believe
that, while debt financing might not be
possible in the short term as banks
de-leverage, opportunities will emerge
again in the next two to three years, not
just for domestic transactions but also for
cross-border deals.

For example, of those PHBs planning
an acquisition within the next three
years, 72 per cent of North American
and 67 per cent of UK respondents cited
access to new geographic markets as the
key driver. As a result, it is perhaps no
surprise that there has been an increase in
the proportion of acquisitive companies
expecting cross-border transactions, with
some 12 per cent more in the UK
(up to 38 per cent) and 4 per cent more in
North America (up to 29 per cent).

Commenting on the North American
results, Jack DiFranco, partner at Grant
Thornton, United States says, “M&A is
an important element of the commercial
environment and the modest drop in
privately held businesses anticipating
making an acquisition compared to last
year still suggests that businesses are
looking forward to the opportunities
that may emerge over the next 12 to 18
months to pursue attractive strategic
acquisitions at reasonable valuations.”



Mainland Europe

Overall, 37 per cent of PHBs in the
region expect to make acquisitions in the
next three years, up from 30 per cent last
year (figure 5).

There were some notable differences
across individual countries, for example
Poland showed the greatest increase
(up 29 per cent to 59 per cent) whereas
more modest rises were recorded in
France, Germany and Sweden, and
fewer respondents in Denmark and Italy
anticipated making an acquisition in the

“The current strength
of the euro against the
pound and the dollar is
encouraging companies
to consider cross-border
acquisitions.”

Karine Curtis
Grant Thornton, France

next three years (down to 41 per cent and Figure 5: Plans to grow through acquisition in the next three years
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BRIC economies

Overall, PHBs in the less established
M&A markets of Brazil, Russia, India
and mainland China show the biggest
changes since our last study, with only
41 per cent of companies intending

to make acquisitions in the next three
years compared to 59 per cent last year
(figure 6). Mainland Chinese companies
in particular, which showed a burst of

enthusiasm for dealmaking last year, have

revised their plans in the new climate,
with only 41 per cent now looking for
targets as against 67 per cent previously.
Indian PHBs are also much less
acquisitive (down to 30 per cent from
46 per cent), although Brazilian and
Russian companies are only marginally
less likely to be seeking targets than last
year.

Nonetheless, even among mainland
Chinese and Indian companies
there remain strong strategic factors
encouraging them towards transactions.
In particular, acquisitive businesses in
the BRIC economies are increasingly
inclined to consider cross-border
transactions, up from 17 per cent to
22 per cent. Reflecting on the findings,
Pankaj Karna, partner at Grant
Thornton, India, notes, “For Indian
businesses with cash resources or ready
access to funding, cross-border M&A
offers the opportunity to progress up
the value chain by acquiring established
brands or new technology.”

Mainland China and India also show
the biggest fall in businesses planning
a public listing in the next three years.
Whereas a year ago 60 per cent of PHBs
in mainland China and 37 per cent in
India were bullish about listings, this
year the figures have dropped to
20 per cent and 22 per cent respectively.
Catherine Fung, M&A director at
Grant Thornton, Hong Kong, remarks,
“The growth of public markets during
2006 and 2007 created an aspiration for
public listings amongst many PHBs in
the region. However, with the decline
in equity markets throughout 2008, the
ability to raise capital through this route
has significantly reduced, at least in the
short term.”

“Cross-border M&A offers
the opportunity to progress
up the value chain.”

Pankaj Karna
Grant Thornton, India

Figure 6: Plans to grow through acquisition in the next three years
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Rest of the world
A number of other developing economies
are less positive about the future too,
although the picture is mixed (figure 7).
Mexico is a dramatic case: last
year 50 per cent of respondents had
acquisitions plans, but now only 23 per
cent say they intend to buy a company
in the next three years. Overall, only
42 per cent of Latin American PHBs
are acquisitive this year compared to 51
per cent last year. By contrast, PHBs in
Australia are marginally more acquisitive
compared to last year. However,
they have seen a significant drop in
the proportion of PHBs planning on
selling up. In Australia, only 14 per cent
said they would sell in the next three
years compared to 22 per cent last
year, reflecting falling valuations amid
the general slowdown in China and
Southeast Asia.

Figure 7: Plans to grow through acquisition in the next three years
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Our M&A capability

Grant Thornton International Ltd
(Grant Thornton International) is one

of the world’s leading organisations of
independently owned and managed
accounting and consulting firms.

These firms provide assurance, tax and
specialist business advice to privately held
businesses and public interest entities.

@ Grant Thornton member firms with M&A capability

Clients of member and correspondent
firms can access the knowledge and
experience of more than 2,500 partners

in over 100 countries and consistently
receive a distinctive, high quality service
wherever they choose to do business.

If you would like more information

on M&A services provided by Grant
Thornton member firms, please speak to
your local M&A contact.



M&A contacts

Argentina

Grant Thornton
Alejandro Chiappe

T +54 11 4105 0079

E achiappe@gtar.com.ar

Armenia

Grant Thornton Amyot
Gagik Gyulbudaghyan

T +374(0) 10 260 964
E ggl@gta.am

Australia

Grant Thornton

Scott Griffin

T +61 (0)2 8297 2755
E sgriffin@gtnsw.com.au

Austria

Grant Thornton

Walter Platzer
T+431914425621
E walter.platzer@
grantthornton.at

Botswana

Grant Thornton

Vijay Kalyanaraman

T +267 395 2313

E vijay@grantthornton.co.bw

Canada

Grant Thornton

Andy Langer

T +1 416 360 5056

E alanger@grantthornton.ca

Raymond Chabot

Grant Thornton

Jean-Paul David

T+1514 954 4636

E david.jean-paul@rcgt.com

Denmark

Grant Thornton

Jan Hetland Meller
T+453527 1383

E jhm@grantthornton.dk

Dominican Republic
Grant Thornton Republica
Dominicana S.A

José Luis De Ramon
T+1 809 5636183

E jose.deramon@
gtdominicana.com

Egypt

Grant Thornton Consultants
Amr Fathalla

T +202 576 9228

E afathalla@gtegypt.org

France

Grant Thornton

Arnaud Limal
T+33(0)15621059
E arnaud.limal@grant-
thornton.fr

Germany

Grant Thornton

Kai Bartels

T +49 40 415 224 95

E k.bartels@grantthornton.
de

Greece

Grant Thornton

George Deligiannis
T+30210 7280000
E gdeligiannis@grant-
thornton.gr

Hong Kong

Grant Thornton

Alison Wong

T +852 2218 3037

E alison.wong@gthk.com.hk

India

Grant Thornton

Pankaj Karna

T+91 114278 7070
E pankaj.karna@wcgt.in

Indonesia

Grant Thornton
Hendrawinata

Renato Leuterio

T +62 21 251 4626

E rl@gthendrawinata.com

Ireland

Grant Thornton
Michael Neary

T +3531 680 5805
E michael.neary@
grantthornton.ie

Israel

Fahn Kanne & Co

Shlomi Bartov

T+972 37111690

E shlomib@fk-consulting.
co.il

Italy

Studio Bernoni

Stefano Salvadeo

T+3902 76 00 87 51

E salvadeo@studiobernoni.it

Lebanon

Grant Thornton

Leila Hammoud

T+961 1741614

E Ihammoud@gtleb.com

Macedonia

Grant Thornton

Slavco Filipcev

T +389 23214 700

E slavco.f@grant-thornton.
com.mk

Malta

Grant Thornton

Kenneth Bonnici

T +356 2134 4751

E kenneth.bonnici@gtmalta.
com

Mexico

Salles, Séainz — Grant
Thornton S.C

Miguel Quintero

T +52 55 5424 6500

E mquintero@ssgt.com.mx

Netherlands

Grant Thornton

Peter den Hertog
T+31102705111

E peter.den.hertog@gt.nl

New Zealand
Grant Thornton
Brendan Lyne

T +64 9 300 5806
E blyne@gtak.co.nz

Pakistan

Anjum Asim Shahid Rahman
Kamran Hafeez

T +92 21 587 8878

E k.hafeez@khiaasr.com.pk

Poland

Grant Thornton Frackowiak
Maciej Richter

T +48 61 850 9200

E richter.maciej@gtfr.pl

Qatar

Grant Thornton Consultants
Hossam El Besher

T +974 4370211

E hbesher@gtegypt.org

Russia

Grant Thornton

lvan Sapronov

T +7 095 258 99 90

E isapronov@gtrus.com

Singapore

Foo Kon Tan Grant Thornton
Kon Yin Tong

T +65 6304 2301

E konyintong@grantthomton.
com.sg

South Africa

Grant Thornton
Jeanette Hern

T +27 11 322 4562
E jhearn@gt.co.za

Spain

Audihispana Grant Thornton
Ramon Galceran

T +34 93206 39 00

E rgalceran@@ahgt.es

Sweden

Grant Thornton

Pér Ekengren

T +46 8 5630 7084
E par.ekengren@
grantthornton.se

Thailand

Grant Thornton

lan Pascoe

T +66 22058222

E ian.pascoe@gt-thai.com

United Arab Emirates
Grant Thornton

Hisham Farouk

T +971 42688070

E hisham.farouk@gtuae.net

United Kingdom

Grant Thornton

Mike Hughes

T +44 (011908 359581

E mike.hughes@gtuk.com

Ukraine

Grant Thornton

Vitaliy Kazakov

T +380 44 463 6791

E vkazakov@gtukraine.com

United States

Grant Thornton

Jack DiFranco
T+1248 2336913

E jack.difranco@gt.com

Vietnam

Grant Thornton

Ken Atkinson

T +84 8 391 09108

E ken.atkinson@gt.com.vn

Zambia

Grant Thornton

Victor Mweene

T +260122 7722

E vmweene@gt.com.zm

About IBR

Grant Thornton has been surveying the opinions of privately held businesses since 1992
through the International Business Report, analysing the attitudes and expectations of
senior executives in over 7,200 PHBs across 36 economies. In addition to providing
businesses, governments and the media with year on year data tracking business
optimism, constraints to business growth and employment trends, the survey has

also reported on topics as varied as the environment, women in business, workforce
issues and corporate social responsibility. To find out more about the Grant Thornton
International Business Report please visit www.internationalbusinessreport.com
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