
M&A monitor
Q2 2019: Cycles, rigs and automobiles



Q2 2019M&A monitor 

Is the end  
nigh (again)?
‘M&A frenzy stokes fear of market nearing top of cycle,’  
read a Financial Times headline in May 2018. 

One year later, Bloomberg was asking a panel of senior deal-makers  
whether, this time, we were really reaching the end of that cycle. 
Macro indicators – economic policy uncertainty, geopolitical risk, inverted 
yield curves, business confidence – were all pointing towards turbulent 
times ahead. So, the panel was asked, was now the time to call the end 
of a bull market that has been running largely since the West emerged 
from the financial crisis?

The consensus was ‘no’. After all, the same indicators were suggesting an 
imminent decline 12 months earlier. Deal values did drop during the second 
half of 2018 but this year has started with a bang. In terms of the sums 
spent on M&A, Q1 2019 was the second biggest opening quarter in a decade – 
and the combined value of $10bn+ transactions announced in the first 
six months of the year has only been surpassed once since 2009.
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While there are several factors weighing on deals, there are  
even stronger forces acting in the opposite direction. Debt is  
cheap and readily available. Private equity funds are sitting on  
record amounts of dry powder. Buoyant (albeit volatile) public  
markets raise the possibility of all-stock mergers. The threats  
and opportunities of digital disruption mean businesses must  
buy to survive.

It’s true there are reasons to pause. Much of this year’s activity has 
been domestic, with the number of cross-border deals in Q2 (on the 
back of increased protectionism and the escalating US/China trade 
war) the lowest since 2013. Fluctuating equity markets make deal 
pricing more difficult. And the run of big-ticket mergers masks 
a drop in the number of $1bn–$10bn transactions, which typically 
sustain the wider M&A industry. Whether this pattern continues 
remains to be seen. But for the time being at least, reports of 
M&A’s death appear to have been exaggerated.
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Q1 M&A activity, year-on-yearSource: Thomson Reuters
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H1 M&A activity, year-on-year
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Economic policy 
uncertainty is rising

Business confidence 
is falling in OECD countries

The Global Economic Policy Uncertainty (GEPU) index is a 
GDP-weighted average of national EPU indices for 20 countries. 

Each monthly national EPU index value is proportional to 
the share of own-country newspaper articles that discuss 

economic policy uncertainty in that month. They are indexed 
against each country’s mean value from 1997 to 2015.

Source: policyuncertainty.com

The OECD’s business confidence indicator is based upon opinion 
surveys on developments in production, orders and stocks of 

finished goods in the industry sector. Numbers above 
100 suggest an increased confidence in near future business 

performance; numbers below 100 indicate pessimism.

Source: OECD

Yet M&A activity remains buoyant...

...particularly among $10bn+ deals
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Oil and gas deals 
fuel strong Q2 run
Outside of tech, two of Q2’s best-performing 
sectors by value were energy and power, and 
industrials and materials.

M&A activity in the energy and power sector topped 
$160bn in the three months to June, largely driven by 
Occidental’s $54bn buyout of Anadarko. The deal will see 
Occidental acquire prized shale oil deposits in Texas and 
recoup a chunk of the costs by selling Anadarko’s African 
oil and gas assets to Total for $8.8bn (a divestment that  
also transfers operatorship of a massive liquefied natural 
gas project in Mozambique). Occidental secured a $10bn 
cash injection from Berkshire Hathaway; in return, 

Berkshire gets preferred stock that will generate $800m a 
year in dividends over at least the next decade.

Deal-making in the industrials and materials sector was 
similarly dominated by a single mega-transaction. If it 
goes ahead, United Technologies’ $89.8bn bid for Raytheon 
will create the world’s second-largest defence contractor. 
While the parties have stated there is little overlap between 
the two businesses, President Trump has expressed concerns 
about the potential impact on prices. United Technologies 
and Raytheon insist that synergies would lead to lower 
costs for the US Department of Defense – but before these 
materialise, they may have to go through the Department 
of Justice (or the Federal Trade Commission) first.

Global M&A activity by sector, Q2 2019
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M&A 
value

M&A 
volume

Sector Value $bn %
1 Consumer* 68.2 8

2 Energy and power 160.8 18

3 Financials 68.4 8

4 Healthcare 143.1 16

5 Industrials and materials 161.5 18

6 Infrastructure and transport 17.5 2

7 Real estate 71 8

8 TMT 191.4 22

Total 881.9

Sector Volume %
1 Consumer* 2090 22

2 Energy and power 594 6

3 Financials 917 10

4 Healthcare 744 8

5 Industrials and materials 1785 19

6 Infrastructure and transport 253 3

7 Real estate 640 7

8 TMT 2546 27

Total 9569
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Politics in the 
driving seat 
In previous monitors, we have looked at the 
politicisation of M&A primarily from a US 
perspective. But the collapse of Fiat Chrysler’s 
$59bn merger with Renault shows the trend  
is alive and well in Europe, too.

The impact of mergers on jobs and the ability of foreign 
investors to acquire strategically important assets has seen 
intense political debate over the tools governments possess 
to shape deal-making. 

In some areas, such as foreign investment controls, the 
landscape is changing fast. Since the start of 2017, Germany, 
France, Italy and the UK have all either tightened their 
existing rules or introduced new ones. And in March, the  
EU Council of Ministers adopted a regulation designed to 
harmonise national screening regimes.

But while many European governments are now better able 
to repel unwanted overseas advances, it has proved harder to 
cultivate regional powerhouses. That’s because the European 
Commission has competence over merger control at EU level 
– a key battleground for politicians who believe ‘European 
champions’ are needed to compete on the global stage. 

In the wake of the Siemens/Alstom decision, French finance 
minister Bruno Le Maire – supported by his German 
counterpart, Peter Altmaier – suggested reforms that would 
hand the final say to member states and change the 
substantive rules to allow the EU Commission more easily to 
clear transactions involving European companies. However, 
with many EU countries viewing the proposal as a way to 
build French and German champions, not European ones, 
insiders are not expecting widespread changes anytime soon.

There had been speculation that the rules themselves  
might be applied differently when current competition 
commissioner Margrethe Vestager and the director general 
of DG Competition, Johannes Laitenberger, leave their posts 
later this year. But here, too, the smart money is on merger 
control remaining free from political influence not least 
because of rumours Ms Vestager may wind up with another 
Commission portfolio closely related to her existing brief.

EU merger control by numbers

6,000+
The number of deals approved by  

the EU since European merger rules  
were introduced 30 years ago

<30
The number of deals blocked  

under the regime

4
The number of big pan-European  

deals that have foundered during the  
tenure of current competition  

commissioner Margrethe Vestager –  
Siemens/Alstom, Wieland-Werke/Aurubis,  

Tata Steel/ThyssenKrupp and LSE/ 
Deutsche Börse
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ESG: the future of  
shareholder activism?
Could environmental, social and governance (ESG) campaigns  
be the next big thing in shareholder activism? With such vast sums 
now channelled according to sustainability metrics, companies  
are seeing their ESG performance – both positive and negative – 
have a much bigger and more immediate impact on stock price.

This dynamic is driving activists (largely in the US for now) to use ESG data 
gathered by non-governmental organisations in their valuation metrics. And at 
the same time, institutional investors are leading longer-term efforts to 
improve ESG standards and disclosure among businesses across the board. 

The calls for better data are motivated by investors’ need to understand the ESG 
risks and opportunities companies face. And as models develop, we can expect 
activists to use them as part of their traditional ‘playbook’ often including M&A. 
This, in turn, may likely lead to buyers – especially public company buyers – 
requiring enhanced ESG due diligence when they feel a target or its assets are 
particularly susceptible to these concerns.

NY partners Tim Wilkins, 
Sebastian Fain and 
Matthew Herman  
discuss ESG shareholder 
activism
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Global M&A – value and volume

© Freshfields Bruckhaus Deringer LLP, June 2019, 07890

Global*

M&A value

$881.9bn
M&A deal volume

9,569

USA†

M&A value

$556.5bn
M&A deal volume

2,121

Europe†

M&A value

$119.6bn
M&A deal volume

2,978

Asia-Pacific†

M&A value

$147.4bn
M&A deal volume

3,552
Top 3 deals this quarter

1 Raytheon / 
United Technologies 

$89.8bn

2 Allergan / AbbVie  $83.9bn

3 Anadarko Petroleum / 
Occidental Petroleum 

$54.2bn

Top 3 deals this quarter

1 Raytheon / 
United Technologies 

$89.8bn

2 Allergan / AbbVie  $83.9bn

3 Anadarko Petroleum / 
Occidental Petroleum 

$54.2bn

Top 3 deals this quarter

1 Nestlé Skin Health / 
Investor group led by 
EQT VIII and Luxinva

$10.1bn

2 METRO / EP Global 
Commerce VI

$7.9bn

3 Axel Springer /  
Traviata II 

$4.2bn

Top 3 deals this quarter

1 Shire US – Xiidra Assets / 
Novartis

$5.3bn

2 Yahoo Japan / 
Softbank

$4.1bn

3 SPIC Capital Holdings / 
SPIC Dongfang New 
Energy

$3.3bn

Inbound:  
most targeted countries 

USA
2,121 deals   $556.5bn

China
1,469 deals   $70.9bn

UK
631 deals   $23.5bn

Inbound:  
countries investing into 
US companies

USA
1,661 deals   $483.5bn

Sweden
13 deals   $14.4bn

Germany
20 deals   $13.5bn

Inbound:  
countries investing into 
European companies

UK
553 deals   $18.3bn

US
211 deals   $13.2bn

Sweden
141 deals   $13bn

Inbound:  
countries investing into 
Asian companies

China
1,415 deals   $65.3bn

Japan
556 deals   $17.5bn

South Korea
418 deals   $12.4bn

Outbound:  
most acquisitive countries  

USA
2,051 deals   $506.2bn

China
1,439 deals   $65.9bn

France
401 deals   $36.2bn

Outbound:  
countries US companies are 
investing into

USA
1,661 deals   $483.5bn

Canada
62 deals   $4.2bn

UK
66 deals   $4.1bn

Outbound:  
countries European companies 
are investing into

USA
146 deals  $46.3bn

Germany
243 deals   $17.9bn

UK
506 deals   $16.7bn

Outbound:  
countries Asian companies 
are investing into 

China
1,444 deals   $69.8bn

USA
64 deals   $15.4bn

Japan
496 deals   $14.6bn

* Deal value includes net debt or target

† Includes domestic deals
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