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Talking points — 2023: A year of...

Recession

"
Sl

in its annual Global Economic Prospects report The World Bank warned the global economy is
“perilously close to falling into recession”

Minimal growth

‘O:ﬁﬁa the U.S. — possible 0.5% growth in real GDP in 2023, compared to no growth for the European Union
and 2.7% for emerging markets and developing economies

Geopolitical threats
@ geopolitical threats with the continuing war in Ukraine and China targeting Taiwan

China

N successful reopening could drop demand into an inflationary global economy




Talking points — 2023: A year of...

Investing
E

biggest asset classes: bonds, equities and passive funds
>>> follow government money

(.LLLJ

Crypto

the Crypto winter lasts and there are potential further closures of funds and bankruptcies — the market
needs to recover

Interest rates

Interest rates substantially increased in UK (5% in the past 18 months), ECB (4.25% in the past 18
months) and US (5.25% in the past 18 months)

Business

focus on >>> sustainability / digitalization / people
main risks >>> supply chain shortages / lack of cybersecurity
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European M&A trends 2019-Q2 2023
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European deal volume and value H1 2023 vs H1 2022
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This infographic compares H1 2022 with H1 2023
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Big Topics — Global M&A
Outlook into 2024
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330 executives
surveyed

11t Edition
Turning the Corner?: ESG factors in M&A
European M&A
- Outlook 2024

FDI environment

A study of European M&A activity

| Tightening Financing
' Conditions

Sector watch




Key findings
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M&A expectations Macro backdrop ESG scrutiny will

have moderated and weighs on create new deal
diverged dealmakers opportunities
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CMS

Ifw-tax-future

The M&A environment and
expectations for the year ahead

After heady post-pandemic activity,
European M&A has started to feel
the effects of a changed
macroeconomic environment




POLL.:
Are you planning an
M&A activity in 20247




What do you expect to happen to the level of European M&A
activity over the next 12 months?
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Which of the following countries/regions in Europe will see
the highest growth in M&A activity over the next 12 months?

(Select top two and rank 1-2, where 1=most important region)
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Which of the following countries/regions in Europe will see
the highest growth in M&A activity over the next 12 months?

(Select top two and rank 1-2, where 1=most important region)
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Which of the following sectors will (a) see the highest growth
in M&A activity in Europe over the next 12 months?

(Select top two and rank 1-2, where 1=most important sector)

Technology, media & telecommunications
Energy
Consumer & leisure
Industrials & chemicals (including automotive)
Business & financial services (including computer services) 15% 14%
Real estate & construction
Pharmaceuticals, medical & biotech HE& 12%
Agriculture 1%
Transportation
Defence
0% 5% 10% 15% 20% 25% 30% 35% 40%
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What do you believe will be the greatest buy-side drivers of
M&A activity in Europe over the next 12 months?

(Select the two most important, 1= most important, 2= second most important)

Undervalued targets
Tumaround opportunities
Increased appetite from foreign acquirers 12% 12%
Cash-rich comporate acquirers
Relative weakness of European currencies 10% 12%
Digitalisation
Private equity buyouts
Consolidation in overcrowded markets

ESG-related acquisitions g§ 7%

0% 5% 10% 15% 20% 25% 30% 35% 40%
mRank1 mRank2
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What do you believe will be the greatest sell-side drivers of

M&A activity in Europe over the next 12 months?

(Select the two most important, 1= most important, 2= second most important)

Distress-driven M&A 25% 13%
Succession issues 11% 20%
Capital raising for expansion in faster growing areas 15% 15%

o
o

Non-core asset sales from larger companies 16% 12%

Private equity divestments 16% 1%
ESG-related divestments
Regulatory changes 5% 9%
Pick-up in valuations 5% 6%

0% 5% 10% 15% 20% 25% 30% 35% 40%
mRank1 mRank?2
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What do you believe will be the principal obstacles to M&A
activity in Europe over the next 12 months?

(Select the two most important, 1 = most important, 2 = second most important)

Inflationary and interest rate pressures
Vendor/Acquirer valuation gap

Financing difficulties

Currency fluctuations

Regulatory changes

Supply chain issues

Pressure to focus on returning funds to shareholders
Trading relations between the UK and European Union
Trade wars

The repercussions of the war in Ukraine

Political instability in Eastern Europe
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To what extent do you believe Ukraine will be an attractive

destination for inbound cross-border M&A over the next
12-24 months?

(Select one)
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Which form of regulation do you find most challenging when
doing a deal in Europe?

(Select the two most important, 1 = most important, 2 = second most important)

Labour & employment 17%
Environmental regulations 15%
Data protection 18%
Financial regulation 13%
Other ESG-related regulation 1A

Antitrust 8%

Export controls/Foreign direct investment regimes 10%
0%

Bribery & corruption regulation |JERE

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%
mRank1 mRank?2
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To what extent do you believe ESG and climate change-
related regulation in Europe will provide a spur to M&A
activity or otherwise impede dealmaking in the region?

(Select one)
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Which ESG issues are most important to your organisation
and your current investor base?

(Select top three and rank 1-2-3, where 1 = most important)

Climate change/Greenhouse gas emissions 22% A
Workplace diversity
Data privacy
Business ethics 12% 9%
Waste management/Recycling
Consumer protection
Water management

Community impact

N
B

6%

Product safety 9% 4%

Internal controls/governance 8% 5%
Human rights

Gender/BAME diversity in board membership 1%

Tax avoidance 1%

0% 10% 20% 30% 40% 50% 60%

mlm2m3
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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 19%

Non-bank lenders/Credit funds 14%

o
(=)
o
o
o
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Debt capital markets 21%

Cash reserves 14%
Family offices 20%
Bank lending 12%

Equity capital markets 1% 0%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
mRank1 mRank?2
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What do you view as the greatest challenge to financing
acquisitions over the next 12 months?

(Select the two most important, 1 = most important, 2 = second most important)

Inflationary pressures 31%
Underlying economic weakness 12%
Hike in interest rates 20%
Availability/cost of leverage 1%
Company performance 10%

Atttuces o erers
Geopolitical conflicts

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%
mRank1 mRank?2
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1T
TMT and sustainability Inbound investment The growth of private

will drive dealmaking looks set to be strong capital in Europe will keep
deals moving
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Questions & Answers
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Thank you!




