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Welcome to the March 2017 edition of the Venue Market Spotlight.
This month, we will examine the latest trends in energy M&A.
The energy industry has experienced a roller-coaster ride over the last
three years. As the oil price dropped from more than US$100 a barrel in
2014 to US$50 or less, companies quickly needed to cut costs, refinance
or consider selling assets. This led to a wave of consolidation last year,
when there were 1,141 energy deals worth US$512.3bn, the third-highest
value total on record.
So far this year, energy prices have remained volatile and dealmaking has
kept up a healthy pace. In North America, several oil majors have made
megadeals to adjust their balance sheets, and expectations of a friendlier
regulatory environment have made E&P companies more optimistic about
the future. The renewables space continues to heat up as well, particularly
in China and Europe, where there have been several deals for wind power
assets worth US$250m or more in Q1.

METHODOLOGY
In March 2017, Mergermarket
interviewed 25 global dealmakers from
across the corporate, private equity and
investment banking communities for their
views on energy M&A. Respondents
were split between the US (36%),
Europe (32%), and APAC (32%).

Donnelley Financial Solutions is the
sponsor of the Venue Market Spotlight.
All information contained in this
publication is for informational purposes
only and should not be construed
as legal, accounting, tax, or other
professional advice of any kind, on any
subject matter. Donnelley Financial
Solutions expressly disclaims all liability
in respect to actions taken or not taken
based on any or all the content herein.

Our survey this month indicates that deal activity within the sector will
increase further in 2017, as some large firms sell assets to pay down debt,
while others scoop up promising companies at bargain prices. A majority
of our participants expect private equity activity to grow as well even after
a 10-year high in buyout value last year.
At Donnelley Financial Solutions, we understand how arduous it can be when
navigating the transactional and regulatory environments within today’s
evolving marketplace. Virtually every sector is in a state of constant change,
requiring partners and advisors that help streamline business processes from
top to bottom. This is why we are committed to aggressively invest in and
build upon our DFS technology and service platforms to maintain our position
— year after year — as the global leader in financial communications.
As always, please enjoy this month’s Spotlight.
Sincerely,

Craig Clay
President, Global Capital Markets
Donnelley Financial Solutions
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FOREWORD
As Q1 2017 comes to a close, energy companies are
accelerating their use of M&A to cope with the low-price
environment. With oil having remained around US$50
a barrel for more than two years now, midstream and
services companies in particular are using consolidation
to lower their costs. Larger players in the exploration
and production space are re-shuffling their portfolios
to optimize cash flow, while financial buyers are taking
advantage of low prices to acquire assets.
After a year in which pipeline megadeals dominated the energy
headlines, several more acquisitions have been made in early 2017.
US-based ONEOK consolidated by purchasing the remaining stake in
ONEOK Partners for US$17.1bn and Williams Companies made a similar
deal for a 32.24% stake in Williams Partners for US$11.3bn. In the
oilfield services category, cost synergies motivated John Wood Group’s
US$2.7bn purchase of Amec Foster Wheeler in mid-March.
The trend of sales driven by an inability to refinance loans looks likely
to continue this year as well, although the supply of distressed companies
has diminished. Seventy E&P firms in North America filed for bankruptcy
in 2016, compared to just 44 the previous year, according to the Haynes
and Boone oil patch bankruptcy monitor. Through the first month and
a half of this year, five companies had filed.
Renewable energy remains a small fraction of the energy industry
but is set for rapid growth. One sign of this trend is the wave of major
companies, such as Walmart and Microsoft, pledging to convert to
renewable power sources. Even oil behemoth Saudi Arabia has begun
developing wind and solar plants — by 2023, the kingdom wants to have
renewable energy capacity equivalent of 80,000 barrels of oil a day.
These trends are driving deal activity.
In our survey this month, respondents said they expect 2017 to be a busy
year once again for energy dealmaking across the board. They foresee
still more consolidation among oil majors while the price of crude remains
low; a further boost in private equity buyout activity; and increased
appetite for solar and wind assets.
We hope the findings herein provide a useful glimpse at the trends
dealmakers expect over the coming year.

Other key findings include:

84%
of respondents expect
energy M&A activity
to increase over the coming
12 months, with 20%
predicting a significant
increase and 64%
foreseeing moderate
growth in dealmaking.

60%
of respondents believe
exploration & production
companies will see the most
dealmaking in the oil &
gas industry. Nearly onethird (32%) think the oilfield
services category will
dominate instead.

32%
of respondents think the
primary driver of energy
deals will be distressed
asset purchases by
larger companies. An equal
proportion (32%) believe
that consolidation will in fact
be the biggest motivator
of M&A activity.
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SURVEY
Q1

What will happen to M&A activity in the energy
sector over the coming 12 months?

Q1

More than eight in ten of our respondents believe energy M&A will either
increase significantly (20%) or somewhat (64%) over the coming year.
The remaining 16% think deal activity will remain at roughly the same
level as it did over the last 12 months.

Increase significantly

Last year saw one of the highest levels of energy dealmaking on record:
there were 1,141 deals, which is the second-most ever, worth a total
of US$512.3bn, the third-highest amount in history. This activity was driven
partly by a massive wave of consolidation, as the industry dealt with an
oil price that hovered around US$50 a barrel for most of the year. The
pipeline segment in particular had several megadeals, including Sunoco
Logistics Partners’ US$51.4bn acquisition of Energy Transfer Partners and
a US$41.4bn cross-border merger between Canada-based Enbridge
and US-based Spectra Energy.

Increase somewhat

Interestingly, deals in the alternative energy space represented more
than a third of the sector’s total volume with 437 transactions. Wind
and solar deals dominated the category, such as Tesla Motors’
controversial US$5.2bn purchase of SolarCity and China Three
Gorges Corporation’s US$1.9bn acquisition of German wind farm
developer WindMW.
A managing director at an Australia-based investment bank predicted
a slight increase in energy M&A this year due to a favorable combination
of circumstances at many companies. “Despite the volatility and
uncertainties surrounding the market, there is demand for M&A deals
thanks to strong corporate balance sheets, cheap financing and low
valuations,” the MD said.

Which regions will see the biggest increase
in energy M&A activity over the coming 12 months?
(Select top two and rank them 1-2 in terms of activity level)

20%

64%

Remain the same

16%

Q2
52%

North America

24%

Asia-Pacific

Africa

8% 20%

Latin America

8%8%

Q2

North America is expected to see the most energy M&A activity over
the coming year by a large majority of respondents: 76% believe it will
have either the most dealmaking (52%) or second-most (24%). The fastgrowing nations of Asia-Pacific are also predicted to see a large portion
of energy M&A in 2017, with 52% of respondents saying they will have
either the most or second-most number of deals.
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Western Europe
Central &
Eastern Europe
1

2

16%
4%
4%

24%

28%

4%

In 2016, seven of the ten largest energy deals were for North American
companies, including Energy Future Holdings’ US$6.8bn spinoff of power
generator TCEH after emerging from bankruptcy and TransCanada’s
US$12bn acquisition of US-based Columbia Pipeline Group. With the
new US presidential administration’s friendly attitude toward the energy
industry, North American companies could see their fortunes improve.

Q3
Consolidation among
oil & gas majors

32%

Meanwhile, in the Asia-Pacific region, energy consumption continues
to grow at an impressive pace. In the decade up to 2016, China
accounted for 60% of the world’s growth in the use of oil, and India
is expected to see a dramatic increase in energy use in the coming years
as well. When it comes to energy dealmaking, Chinese firms have mostly
been buyers as opposed to targets for acquisition, but Indian assets have
drawn foreign suitors. In October, a consortium led by Russian state oil
giant Rosneft bought India-based Essar Oil for US$10.9bn, the region’s
largest oil & gas deal in 2016.

Distressed asset purchases
by larger companies

32%

Sustained rise in
commodity prices

12% 20%

What will be the main drivers of M&A activity
in the energy sector over the coming 12 months?
(Select top two and rank them 1-2 in terms of activity level)

Expansion of the
renewables industry

12%

Technology acquisitions

8%

Q3

Two trends in particular will be the biggest drivers of energy M&A this year,
according to our respondents: continued consolidation among oil & gas
majors (32% named this as most important) and distressed asset purchases
by larger companies (another 32% cited this as most important). Lessfrequently named drivers included growing demand for energy in emerging
economies (12%), a possible sustained rise in commodity prices (12%),
and further expansion of the renewables industry (12%).
Many of the largest deals in Q1 2017 have been between oil & gas
majors — but they have not been mergers. Most recently, Royal
Dutch Shell announced it would sell almost all its Canadian oil sands
developments to Canadian Natural Resources for US$7.2bn, part of
a plan by Shell to pay down debt incurred from its landmark combination
with BG Group.
A partner at a North European private equity (PE) firm said that energy
companies’ debt levels will encourage consolidation as well as distressed
M&A, including by financial buyers. “Debt at oil companies is still high,
and even though the oil price has stabilized recently, returns are still quite
low,” the PE partner said. “Companies will need to come together to
reduce costs for this reason.”

20%

12%

Growing demand for energy
12% 24%
in emerging economies

4%

Private equity buyout activity 8%
Improved profitability of US
producers due to favorable
regulatory environment
1

4%

2

32% OF RESPONDENTS THINK THAT

CONSOLIDATION

WILL BE THE BIGGEST DRIVER OF

ENERGY M&A IN 2017
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Which segments of the oil & gas industry will see
the most M&A activity over the coming 12 months?
(Select top two and rank them 1-2 in terms of activity level)
Q4

A majority of our survey respondents (60%) believe companies in the
exploration & production segment will see the most M&A activity in the
coming 12 months. Nearly one-third (32%) think oilfield services will
in fact have the most activity, while just 4% think the downstream
or midstream sectors will dominate dealmaking.
As the energy industry continues to adapt to a price environment
in which oil costs less than US$60 per barrel, the equation for making
a profit is changing for E&P companies. Whereas many E&P firms quickly
faced trouble in late 2014 when the oil price nosedived from over
US$100 a barrel, now they can turn a profit even with the current price
thanks to technology. At the recent CERAWeek oil & gas conference,
many participants boasted about the benefits gained through increased
efficiencies: Statoil CEO Eldar Saetre, for one, said their break-even price
for new projects had fallen from US$70 a barrel to “well below” US$30.
As a result, many E&P firms look more attractive today.
In the oilfield services category, deal activity may be driven more
by acquisitions of distressed assets. The energy companies that do
business with oilfield services companies have demanded lower prices
as oil has become cheaper, forcing many to consolidate, sell, or default
on their debts. Indeed, in 2016, 72 oilfield services firms filed for
bankruptcy, compared to 39 the previous year, according to the Haynes
and Boone bankruptcy tracker.

Which segments of the renewable energy industry
will see the most M&A activity over the coming
12 months? (Select top two and rank them 1-2 in terms
of activity level)
Q5

More than half of our respondents (56%) believe that solar companies
will see the most M&A activity in the renewables space over the next
year, while 24% believe firms focused on biomass energy will see the
most. One-fifth (20%) predict that wind assets and companies will in fact
be the biggest focus of M&A deals.
Solar power is fast becoming a strong force in the energy sector. It still
represents just about 1% of total power generation in the US, but the

VENUE® Market Spotlight: The New World of Energy M&A

Q4
Exploration &
production
Oilfield services
Downstream
Midstream
1

24%

60%
24%

32%

4%

28%

4%

24%
2

Q5
Solar

56%

Biomass

24%

Wind

20%

Hydroelectric

24%

Geothermal

4%

1

2

16%

32%

24%

amount generated went up 48% in 2016 to 36,755 thousand-megawatt
hours. A large degree of skepticism remains in the market, however,
since many of the biggest solar producers have either flamed out —
as with SunEdison — or have yet to show a profit — as is the case with Elon
Musk’s SolarCity.
At the same time, the wind industry is also taking off. One sign of its
prominence is the blockbuster US$7.4bn deal last year by Siemens for
Spanish wind turbine maker Gamesa Corporacion Tecnologica to create
the world’s largest turbine producer. Appetite for deals is being driven
in part by growing returns on wind assets, according to the CFO of an
Australian energy firm: “The wind power business is doing extremely
well — higher yields are driving confidence in this market. This in turn
is triggering more development, which is a good sign for dealmaking.”

Q6
Increase significantly

Increase somewhat

Remain the same

Decrease somewhat

Q6

12%

56%

8%

24%

What will happen to private equity buyout activity
in the energy sector over the coming 12 months?

Our respondents broadly expect PE deals for energy targets either
to increase significantly (12%) or to increase somewhat (56%) over the
course of this year. Just 8% think buyout activity will remain the same
and almost a quarter (24%) predict it will actually decrease somewhat.
PE deals for energy assets spiked last year in value terms, with 133
deals worth US$52.3bn, the highest total since 2007. A bundle of large
deals drove the value total up, including Riverstone Holdings’ US$4.9bn
purchase of a 65% stake in US-based electricity provider Talen Energy.
Buyouts in the sector have gotten off to a slow start in 2017, however.
As of March 13, there had only been 14 PE deals for energy assets worth
a total of US$3.6bn. The top deal of the first two-and-a-half months was
the US$581m acquisition of TerraForm Power’s UK solar assets by an
international consortium: Tenaga Nasional Berhad, Malaysia’s largest
energy provider, and EFG Hermes, an Egyptian PE firm that manages
around US$700m in assets.
Many respondents argued that PE buyers will focus especially on the
renewables industry over the coming year, arguing that they will not
be able to ignore its rapid pace of growth. “Private equity buyouts in the
renewable energy space will increase significantly in 2017,” said
a managing director at a PE firm with more than US$25bn in assets under
management. “The demand for renewable energy production is significant,
making it a favorable asset class for PE investors.”
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ue Data Room

ENERGY DEALS IN THE ROOM
Venue®® data room: A special report
Energy: Oil & Gas

Automotive; Energy

Energy; Oil & Gas; Mining

NOBLE ENERGY
Acquires

TESLA
Acquires

RICE ENERGY

CLAYTON
WILLIAMS ENERGY

SOLARCITY

VANTAGE ENERGY

JANUARY 16, 2017

NOVEMBER 21, 2016

OCTOBER 19, 2016

Energy

Energy

Construction; Energy

FORTIS

KEPCO

Acquires

Acquires solar energy plant from

ITC HOLDINGS

$2.7B

Acquires

$2.7B

TPI COMPOSITES
INC.

$11.3B

COGENTRIX SOLAR
HOLDINGS
$30M

OCTOBER 14, 2016

AUGUST 29, 2016

JULY 22, 2016

Energy; Utilities (other)

Energy

Energy

TRANSCANADA

CON EDISON
TRANSMISSION, INC.

ZARVONA ENERGY

IPO
$69M

Acquires

Acquires 50% stake in

Acquires

COLUMBIA
PIPELINE GROUP
$13B

STAGECOACH GAS
SERVICES LLC

EAST CHALK AREA ASSETS OF
ANADARKO
PETROLEUM CORPORATION

$975M

$105M

JULY 1, 2016

JUNE 6, 2016

FEBRUARY 24, 2016

For more information:
Please contact your
Donnelley Financial Solutions Sales Rep.
Call 1.888.773.8379

Or visit www.venue.dfsco.com
Venue demo (audio enabled):
Venue.dfsco.com/Demo

Corporate Headquarters
35 West Wacker Drive
Chicago, IL 60601
U.S.A.

Deals. Done. Simple.

888.773.8379

www.dfsco.com
www.venue.dfsco.com
Copyright © 1995-2017 Donnelley Financial, LLC.
All rights reserved.

ABOUT DONNELLEY
FINANCIAL SOLUTIONS
Donnelley Financial Solutions (NYSE: DFIN) provides software and
services that enable clients to communicate with confidence in a complex
regulatory environment. With 3,500 employees in 61 locations across
18 countries, we provide thousands of clients globally with innovative tools
for content creation, management and distribution, as well as data analytics
and multi-lingual translations services. Leveraging advanced technology,
deep-domain expertise and 24/7 support, we deliver cost-effective solutions
to meet the evolving needs of our clients.

About Venue
design that allow you to easily organize, manage, share and track all of your
you can manage who has access to your data room, which documents they see,
and how they can interact with those documents.
Venue gives you access to hands-on, start-to-finish service that’s unique in the industry.
With a positive service rating of more than 97% from our loyal clients, Venue delivers
not just the unmatched features and security you’d expect, but A to Z resources no one
else In the industry can.
For more information regarding Venue, Donnelley Financial Solutions, or this report,
please contact us directly.

Da
Sr.
Donnelley Financial Solutions | www.dfsco.com
255
Fax: 212.341.7475 |daniel.e.perez@dfsco.com
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Mergermarket is an unparalleled, independent mergers & acquisitions (M&A)
proprietary intelligence tool. Unlike any other service of its kind, Mergermarket
provides a complete overview of the M&A market by offering both a forward-looking
intelligence database and a historical deals database, achieving real revenues for
Mergermarket clients.

Remark, the events and publications arm of The Mergermarket Group, offers a range
of publishing, research and events services that enable clients to enhance their own
profile, and to develop new business opportunities with their target audience.
To find out more, please visit www.mergermarketgroup.com/events-publications

For more information, please contact:
Katy Cara
Sales Director, Remark
Tel: +1 646 412 5368

