M&A Trends in Europe .@W:tlvflts

ECLA GC ROUND TABLE

Presented by Louise Wallace and Stefan Brunnschweiler

16 September 2021

1



CMS European M&A Study and M&A Outlook

> 13! Edition > 9t Edition
» Over 5,000 CMS » 330 executives
transactions surveyed
B analysed R » » Impact of
M&A Study 2021 » 408 deals in 2020 guurggginzgﬂgy' ’ COVID-19
» CMS Trend Index ot > Impact of Brexit
» European/US ’ > ESG
comparison considerations
» European regional » FDI environment
Differences » Sector watch

» Deal size analysis

, 16 September 2021
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Number of transactions 2020 in all countries and regions
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Sectors covered in 2021 Study
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Main deal drivers in 2020
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Amount of Liability Cap
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Basket Time Trend
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CMS Trend Index

Tax indemnity agreed
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CMS Trend Index — Earn Out
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What do you expect to happen to the level of European M&A activity over the next
12 months?
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Duration of Time Periods

Relevant for Assessment of Earn-out
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MAC clauses decline in 2020
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COVID-19 Impact

— Many deals delayed but
relatively few aborted

— Valuation difficulties

— Impact on due diligence and
financing terms

— Retail, consumer, leisure and
real estate sectors most affected

— MAC clauses were rarely applied

— Price and some deal terms
renegotiated but many
unchanged



Europe/US differences
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However, European M&A has rebounded strongly from prior crises

EMEA M&A announced volumes

(Shitians) Dot GFC Euro COVID-19
com debt crisis
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Road to recovery:
European M&A
Outlook 2022

A study of European M&A activity




What do you expect to happen to the level of European M&A activity over the next
12 months?
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Highlights of H1 2021

— Volume has climbed 59% year-on- — PE firms have USD 351.6bn of dry
year to 5,024 deals in H1 2021 with powder, up from USD305bn a year
the deal value for the period rising ago.™

111% to EUR 496.1bn.*

— 363 SPACs listed in North America
— The STOXX Europe 600 Index surpassing the 250 full-year total for
gains 15.7% for the year to date 2020 and raising USD 111.7bn

*Mergermarket **Preqin
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CMS European M&A Outlook 2022: Key findings
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M&A appetite rises.

More than half of all
respondents expect the level of
European M&A activity over the
next 12 months to increase.
Corporates that have built up
large cash piles through the
pandemic and PE firms with
record levels of dry powder are
eager to make up for time lost
in lockdowns to get deal
timetables back on track.

Low prices and distress.
Although asset prices have held up
through the pandemic and vast
government stimulus has kept
businesses from insolvency, just
under a quarter of respondents
(24%) see undervalued targets as
the most important buy-side driver
of M&A activity over the next 12

months. A similar percentage (22%)

identify distressed-driven M&A as
the most important catalyst for sell-
side activity.

PE in pole position.

71% agree that financial buyers
are better placed than strategic
buyers to take advantage of
buying opportunities presented by
COVID-19. Private equity firms
have limited timeframes to deploy
capital so are expected to move
quickly to get deployment levels
back on schedule. Whilst
corporates are currently focusing
on reopening offices and sites as
COVID-19 restrictions ease, we
expect greater activity from these
strategic buyers, as well as from
the US and European SPACs.



What challenges do you expect to see in European M&A in the aftermath of COVID-19? (Please select the two most
important, 1 = most important, 2 = second most important)
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Where does M&A currently fit into your corporate strategy?

65%
33%
24% 25%
18% 19%
12%
4%
Currently considering acquisitions ~ Currently considering both divestments  Currently considering divestments Not considering M&A at this time

and acquisitions
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Which regions will see highest growth post-COVID-197? (Please select the
two most affected, 1 = highest growth, 2 = second highest growth)

Germany

Austria and Switzerdand
United Kingdom & Ireland
France

Benelux

Nordic

CEE (excluding Russia and Ukraine)

Iltaly
South East Europe 0%
Iberia 0o

Russia and Ukraine Ofilo

mHighest growth  mSecond highest growth
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In the next 3 years, are you planning to invest in Europe?

66%

52%

42%

28%

Yes

mTotal mAmericas mAsia-Pacific mEurope

25

48%

2%




What do you expect will be the biggest risks to investing in your country of
choice?

COVID-19 rdated challenges (EG. More complex due diigence process) | /57
. . 17Y%
Uncertain reguatory environment: | — 527

) ' 16%
Challenging compliance management 63%
i 10%
Reputation management o 39%
iive biddi i 9%,
Competitive bidding environment Q 39%

Lack of counterparty adherence to agreed deal term 8%_ 42%
A more unstable political and economic environment 8%_ 51%
Large acministrative burden . || —— 19
Curency sk | — 23
Slower completion ime 3%— 26%

Physical security of staff ooy 150/

mMost important mAll that apply

26



What are the factors that will most impact your choice of your investment(s) outside your home

country?

Level of economic growth / GDP per capita
Growth prospects of local market

Stable regulatory/ legal framework
Investment-favourable regulation

Stable political environment

Location as gateway for expansion into the region
Availability of distressed assets for sale
Size and depth of local market

Level of infrastructure

Favourable taxation laws

Availability of local financing

Ability to attract international talent

Skill and cost of local labour force
Availability of govemment subsidies

Cost of infrastructure

Currency stability
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Which sectors will see highest growth post-COVID-19? (Please select the two most affected, 1 = highest
growth, 2 = second highest growth)

Energy, mining and utilities

Phamaceuticals, medical and biotech
Industrials and chemicals (including automotive)
Technology, media and telecommunications

Business and financial services (including computer services)

Consumer and leisure

Real estate and construction 1l

Transportation Ol

Agriculture O Sl

Highest growth: Defence Offfo

mHighest growth  mSecond highest growth
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Which form of regulation do you find most challenging when doing a deal in Europe?

50%
37% 36%
20%
Antitrust Labour &
employment

35% 34% 34% 33%
30%
28%
23%
19%
Environmental Data protection Export Financial regulation
regulations controls/foreign
direct investment
regimes

m2021 (sumof two most important) m2020

12%
10%

Bribery &
corruption
regulation



To what extent do you agree with the introduction of a mechanism for European screening of
foreign direct investments into the EU?

46%

31%

26%
18%

23%
16%
12% 12%
—

Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree

15%

m2021 m2020
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How do you see the UK market developing post-Brexit
in terms of desirability for inward investment?

48%
42% 42% 42%
34% 34%
31% 32%
21% 27%
24%
18%
Become less attractive More or less the same Become more attractive

mTotal mAmericas mAsia-Pacific mEurope
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How do you expect ESG scrutiny to change in deals over the next three years?

46%
26%
15%
12%
10/0 I
I

Significant decrease Moderate decrease No change Moderate increase Significant increase
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Which ESG issues are most important to your firm and your current investor base? (Rank from 1
to 3, where 1 = most important)
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When do you think the industries below will be affected by a wider implementation
of ESG factors?

Transportaton | 527
Technology, mediaand tdecommunications _ 35%
Real estate and construction _ 38%
Pharmaceuticas, medical and biotech — 25%
Industrials and chemicals (including automotive) _ 18% [5%]
Erergy,miringand wiites | 1%
erence 2%
Consumer and leisure _ 30%
Business and financia services (including computer services) _ 29%
Agrurs S22

o! .I
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mNow mOverthe next 1-2 years Overthe next 3-5 years  mOverthe next 6-10years mNotsure  mWill nat be affected
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How do you expect financing market conditions to be in 2021 compared to 20207?

60%

38%

25%

20% 21%

19%

10%
8%

Much harder Slightly harder No change Slightly easier Much easier

m2021 m2020
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What sources of financing do you think will be most available over the next 12 months? (Please select the two most
important, 1 = most important, 2 = second most important)

Private equity

Non-bank lenders/credit funds
Debt capital markets

Cash reserves

Bank lending

Family offices

Equity capital markets

mRank 1 mRank 2
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What do you view as the greatest challenge to financing acquisitions over the next 12 months?
(Please select the two most important, 1 = most important, 2 = second most important)

Availability/cost of leverage

Underlying economic weakness

Company performance

Attitudes of lenders

Hike in US interest rates

mRank 1 mRank 2



European deal volume and value 2020

UK & Ireland
Volume % Value EUR bn %
1,169 171.6

France
Value EURbn % Volume % Value EUR bn %
283 27% 7% 62.8 7%

Italy

Value EUR bn % Volume % ValueEURbn %
31.8 5 334 wx | 488
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Nordics
Volume %  ValueEURbn %
50.6

Germany
Volume % Value EURbn %

o

554 ...\ 472

Austria & Switzerland
Volume % ValueEURbn %

190 o 235 1

Volume % Value EURbn %

SEE

94

Russla & Ukraine
Volume % Value EURbn %

a 6%

69 49

CEE
Volume % ValueEURbn %
287 126
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Conclusion

High prices but high quality

Deal multiples are reaching record highs in 2021 and dealmakers are having to meet full valuations to secure
assets. Bidders, however, are only paying high prices for assets of the highest quality that meet their deal
criteria. Dealmakers are honing very specialised deal rationales so that they can run hard at deal targets they
really want. Vendors will narrow the field when selling assets and provide handpicked buyers with more time to
get comfortable with deal targets rather than running aggressive, truncated auction processes with multiple,
undifferentiated buyers.

ESG to the fore

During the last 12 months ESG has emerged as a key priority in deal selection and due diligence. Institutional
investors and consumers have become more attuned to how capital is invested and want to see evidence that
deals are incorporating a wider view on sustainability and financial performance. Companies with robust ESG
credentials will become increasingly sought after by buyers, and ESG will become a bigger theme in due
diligence and prove an increasingly important factor in establishing valuations.

Deal activity in a wider range of sectors

Through the pandemic period dealmakers coalesced around a select group of high-quality companies in a
narrow range of sectors, such as healthcare and technology, where there was earnings visibility and protection
against downside risk. Technology and healthcare will remain popular sectors, but as economies reopen and
restrictions ease, opportunities to buy attractively priced companies in COVID-impacted industries that are back
on growth trajectories are emerging. More activity in sectors such as leisure, hospitality, travel and consumer is
now anticipated.
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Clean energy, environment and climate change : e.g. renewable power,
carbon capture, use and storage, hydrogen, corporate net zero strategies,
electric vehicles and decarbonisation of the transport sector, energy
transition, industrial decarbonisation, plastic waste and recycling

-Social/lhuman rights : e.q. safe and sustainable
employment conditions, diversity & inclusion, whistleblowing, ethics

-Sustainable finance : e.g. Sustainable Finance Disclosure
Regulation, responsible investing, green leases

Governance, risk and compliance : e.g. anti-fraud, anti money laundering,
sanctions, know your customer, supply chain management, anti-slavery
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Existing directors’ duties contain obligations that apply to matters that could be categorised as an ESG
consideration, e.g. the environment, employee welfare.

Obligations of directors that relate to ESG considerations, e.g. health and safety, gender pay inequality, etc.

Recent changes that have occurred or are expected with respect to directors' responsibilities in relation to
ESG considerations.
Obligations of directors in relation to ESG disclosure and/or reporting.

CMS’ New Guide on Directors’ duties & ESG
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