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Methodology 
For this fourth edition of the Latin American M&A Spotlight, 
Mergermarket interviewed 50 investors and corporate executives 
who focus on the Latin American region. Respondents provided their 
perspectives on the region’s M&A environment, which help illuminate 
current and potential trends in Latin America’s M&A market over the 
next year. All respondents are anonymous and results are presented  
in aggregate.
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WELCOME 

Dear reader,

Welcome to this year’s edition of the Latin American M&A Spotlight, 
brought to you by Mergermarket and Greenberg Traurig. 

Latin America has had a somewhat turbulent 2015 in business terms. 
The fallout from corruption scandals in Brazil, for instance, saw South 
America’s biggest economy fall into recession in August. Another 
Latin American giant, Mexico, also saw its economic forecast cut in 
November by the IMF due to falling oil prices. Rallies against the political 
establishment, as well as surprise election victories in countries such as 
Guatemala, have also cast an air of uncertainty over the region, something 
that has discouraged some investors.

Despite this, bright spots are emerging that could see the region put 
these issues behind it. Mexico, for instance, began the process of 
auctioning off its oil fields after allowing private investment into the 
industry earlier this year, and has already sold assets to global giants 
including Italy’s Eni. Elsewhere, smaller economies in the region are also 
showing signs of potential. Chile’s economy, for example, grew by 2.2% 
year on year in the third quarter of 2015. On top of this, political stability 
looks like it could be emerging in Colombia, with the government and 
the Revolutionary Armed Forces of Colombia (FARC) reaching common 
ground on some issues. Furthermore, the election of a new government 
in Argentina could lead to reforms that open up the country further  
to business.

Clearly, Latin America provides a complex picture for M&A practitioners 
to navigate. And while respondents are optimistic about the prospects for 
dealmaking in the year ahead, they also are aware of the challenges that 
2016 will present for them. The region provides dealmakers with plenty  
of opportunities to tap into a growing, diverse population and several 
fast-growing industries – however, they must look carefully before  
they leap.

We hope that you find this report useful and, as always, we welcome  
your feedback.
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Dealmaking in Latin America slowed during the first  
six months of 2015. Deal value was down by 65.8% from 
the same period last year and is at its lowest level since 
2005, according to Mergermarket data.

Despite the poor headline M&A figures for the first half of 
2015, our survey of dealmakers and corporate executives 
in Latin America shows that there is great optimism that  
the region’s M&A markets are well placed to rebound. 

FOREWORD

KEY FINDINGS INCLUDE:

Positive outlook 
Ninety two percent of those polled 
predicted an increase in M&A activity 
during the next year. Indeed, over  
a third (38%) forecast a significant rise. 
No respondents thought M&A would drop 
in the next 12 months, while 8% believed  
it would remain at similar levels. 

Strength through diversity 
Smaller markets such as Chile — which 
60% of respondents think will be one of 
the top three target countries for non-
Latin American bidders — are growing in 
stature on the M&A world stage. And while 
expansion of the larger economies in the 
region is one of the top growth drivers for 
72% of respondents, the emergence of the 
Republic should not be ignored.

Beyond commodities
Traditionally, Latin American economies 
have depended on commodities to 
create wealth, but economies have 
now diversified. Consumer deals have 
accounted for 32% of M&A across  
the region, close to double the market 
share of energy, resources and utilities. 
The region is no longer as vulnerable  
to commodity prices as it once was.

Great bargains
Although economic growth in the  
large economies of Brazil and Mexico  
is lackluster, Latin America remains  
a key market for dealmakers because  
of highly attractive valuations and long-
term growth potential.

Change for the better
Regulatory uncertainty remains one  
of the key issues facing Latin American 
dealmaking. Fifty-two percent of 
respondents cited it as one of the top 
three deterrents to Latin American deals 
for foreign bidders. However, respondents 
did say that reforms made across the 
region were taking effect and have had  
a positive impact on investment. More 
than four-fifths of those polled singled  
out Chile and Mexico as countries  
where regulatory reform had helped  
to encourage dealmaking.

Latin America has incredible potential 
for both foreign and domestic investors. 
And despite some apparent issues in 
both the political and economic spheres, 
dealmakers are clearly confident that the 
region will continue to be on the minds  
of those looking for growth.
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in 2015. Deal figures for the region’s next biggest market, 
Mexico, were also down, with value declining 21% from 
2014 to 2015. 

GREAT EXPECTATIONS 
Despite the sharp fall in deal activity, respondents  
to our survey on Latin America’s deal prospects are 
optimistic about the outlook for dealmaking. The majority 
of respondents said they expected to see an increase 
in dealmaking during the next 12 months. Ninety two 
percent of those polled predicted an increase, with over  
a third (38%) forecasting a significant rise. 

Respondents said that relative to other markets,  
Latin American deals still offered attractive pricing 
opportunities, especially in the commodity and oil and gas 
sectors, where valuations have fallen. “M&A activity is 
certainly going to increase in the Latin American market — 
for example, consolidation in certain sectors will drive the 
activity in the region. Valuations are low and the potential 
opportunities in the market, especially in the oil and natural 
gas sector, will gain maximum attraction over the next 12 
months,” the Head of Finance at an investment bank said.  

Deals such as British American Tobacco’s (BAT) 
US$3.6bn acquisition of the remaining 24.7% stake it did 
not already own in Brazil-based tobacco company Souza 
Cruz in September underscore this. The deal will enable 
BAT to strengthen its position in the large Brazilian 
market, where Souza Cruz has a 60% market share. 
Wider consumer deal value in Latin America in 2015 had 
already surpassed the whole of 2014’s by Q3, standing  
at US$10.7bn at that quarter’s end.

LATIN 
AMERICAN 

DEALMAKING 
IN 2016

Dealmaking in Latin America slowed down significantly  
in 2015. There were 553 deals worth US$62bn 
completed in the region — the lowest level since 2010.

Compared with 2014, when total deal value came  
in at US$128bn, value for 2015 was down 51%. 
Meanwhile, volume fell by 11%, compared with 2014.  
The drop off in private equity dealmaking was as 
extreme, with deal value down 43% and deal volume  
46% lower. 

A cooling Chinese economy, where stock markets have 
fallen by around a third, has knocked commodity prices, 
which in turn has placed a drag on Latin American 
economies and pushed them out of favor with potential 
investors. According to the International Monetary  
Fund (IMF), growth in Latin America and the Caribbean 
slowed to 1.3% in 2014 and was projected to dip below  
1% in 2015 (exact percentage yet to be released). 

Brazil, the largest M&A market in Latin America, has 
been hit particularly hard. High inflation has forced an 
increase in interest rates, and Brazilian companies have 
responded to challenging economic forecasts by cutting 
dividend payments and spending. Total deal value in 
Brazil was down 35% from US$49bn in 2014 to US$32bn 

Despite the fall in deal activity, 
respondents to our survey are 
optimistic about the outlook 
for dealmaking.

Latin American M&A Activity

Year Volume Value (US$bn)

2011 663 135

2012 695 118

2013 668 87

2014 621 128

2015 553 62
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CATERING TO COMMODITIES
Commodities are the cornerstone of many  
Latin American economies. In Colombia and Peru, 
commodities make up two-thirds of all exports, while 
in the region’s largest economy, Brazil, commodities 
account for 60% of exports. Argentina, one of the 
world’s largest soy producers, and oil-rich Venezuela, 
are similarly dependent. 

The fall in commodity prices (oil and base metal 
prices have plummeted since the start of the year) 
has therefore inevitably weighed on growth in Latin 
America. This has been cited as one of the reasons  
for falling M&A in the region. 
 
The majority of respondents agree with this analysis, 
with four-fifths of those polled predicting that volatile 
commodity prices will have some impact on dealmaking.
Eighty eight percent predict that commodity price 
fluctuations will impact M&A, with 34% believing the 
effect will be significant. However, there are those 
that feel that the ongoing volatility will affect some 
companies more than others. “Volatile commodity 
prices will have an impact at a certain level, but I feel 
efficient businesses will carve out ways to outperform, 
so this will not make a major difference to deal volume 
or size,” said an investment bank Finance Director.

Some believed the fall in prices could in fact stimulate 
M&A. “The level of overall activity will increase as 
foreign acquirers are aggressively looking to target 
resources in the region due to lower valuations and 
volatile commodity prices,” said a Partner at a private 
equity firm.

The fall in commodity prices has inevitably weighed  
on growth in Latin America, and is cited as one of the 
reasons for falling M&A in the region.

How will volatility in commodity prices impact overall 
Latin American M&A activity over the next 12 months?

 Significant impact   Some impact
 No impact  

34%

54%

12%
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Overall, Latin America continues to offer growth 
opportunities for investors in mature markets, according 
to one respondent. “Latin American M&A activity will  
rise as businesses are applying new growth strategies  
to expand their international presence,” the Partner of an 

investment bank said. “There are significant investment 
opportunities and the prices are low due to the slow 
economic recovery, which makes it the best time to invest 
in businesses abroad.” 

CROSS-BORDER SPOTLIGHT
Looking at cross-border M&A within Latin America,  
the outlook among respondents for both inbound and 
intra-regional dealmaking was optimistic, although 
most saw intra-regional dealmaking as the area that 
will receive the biggest boost. Two-thirds of respondents 
believe this area of M&A will significantly increase, 
compared with 42% for inbound M&A from non- 
Latin American bidders. 

Intra-regional dealmaking is likely to be driven by 
consolidation strategies, as companies in the region 
seek out synergies and expansion opportunities in 
neighboring markets. 

“Intra-regional M&A activity within Latin America  
will increase significantly. Corporates will try to 
source similar business models and combine internal 
efficiencies. The strategy is to compete with foreign firms 
and to leverage the value present in domestic markets,” 
said the Managing Director at an investment bank.

Inbound M&A with non-Latin American bidders Intra-regional M&A Activity with Latin America

52%

42%

  6%

 2%

66%

32%

 What do you expect to happen to the level of overall Latin American M&A activity over the next 12 months?

38%

54%

8%

What do you expect to happen to the level of overall  
Latin American M&A activity over the next 12 months?

 Significantly increase  Somewhat increase
 Remain the same 

 Significantly increase  Somewhat increase  Remain the same 
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Foreign (N
on-Latin American Bidders)

Brazil 82%

Chile 60%

Mexico 54%

Colombia 48%

Peru 24%

Central
America 20%

Argentina 8%Bolivia 2%
Venezuela 2%

Other Latin American Bidders

Central America 68%

Chile 66%

Colombia 46%

Brazil 38%

Peru 32%

Mexico 24%

Argentina 10%

Bolivia 10%
Venezuela 4%

Dominican
Republic 2%

Northern Latin America was identified as the area where 
the most intra-regional transaction activity was likely 
to occur, with over two-thirds of the survey respondents 
identifying Mexico and other Central American countries 
as being the busiest centers for intra-regional M&A. 
Colombia was the nearest rival to the northern countries, 
and was identified by 48% of those polled as a target 
region for transactions within the continent.

Despite the slowdown in deal activity that it experienced 
during 2014 and 2015, Latin America’s largest M&A 
market, Brazil, was expected to be the main target for 
investors from outside Latin America, followed by Chile and 

In which Latin American countries/regions do you 
expect to see the highest levels of inbound M&A activity 
involving the following bidders over the next 12 months? 
(Select up to three per bidder)
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Latin American countries. Chilean companies are also 
expected to be active within the region, with 48% naming 
the country as one of their top three most-active bidders. 
Argentina, Colombia and Peru also ranked highly with 
more than a fifth of respondents identifying each of these 
countries as likely to have high levels of outbound activity.

Deals such as Colombian utility group EPM’s US$960m 
acquisition of Aguas de Antofagasta from Chilean 
mining group Antofagasta illustrate how other countries 
are starting to challenge the dominance of Brazil and 
Mexico when it comes to cross-border M&A within  
Latin America.

Mexico. Eighty-two percent, 60% and 54% of respondents 
respectively believed that these countries would be the 
most attractive target countries for foreign bidders. 

“Foreign acquirers are targeting Brazil and Mexico due  
to the availability of assets with low valuations within 
these countries,” a Banker said. Other respondents stated 
that Brazil and Mexico received the most attention from 
overseas buyers because they were the most mature 
markets and were more familiar to foreign investors.

In the case of Chile, a positive growth outlook, rich 
resources and strong institutions were identified as the 
major appeal of this market to foreign investors.

“Chile has been a high-growth market. Economic 
conditions are strong, supported by an organized judicial 
system and the availability of natural resources. These 
reasons alone should make Chile the most targeted 
country by foreign buyers,” said a private equity investor. 

OUTBOUND OUTLOOK
Intra-regionally, Mexico and Brazil (82% and 80%, 
respectively) emerged as the countries expected  
to be the most active bidders for businesses in other  

Brazil 80%

Mexico 
82%

Chile 48%

Central America 12%
Venezuela 2%

Argentina 22%

Colombia 24%

Argentina
30%

In which Latin American countries/regions do you expect 
to see the highest levels of outbound M&A activity 
involving other Latin American targets over the next  
12 months? (Select up to three)

Percentage of outbound activity 

0% 90%
 Not recorded 

What do you expect to happen to the level of outbound 
cross-border M&A activity involving Latin American 
bidders and foreign targets (other than Latin American 
targets) over the next 12 months?

30%

62%

8%

 Significantly increase  Somewhat increase
 Remain the same 
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In the first half of 2015, seven of the 10 largest deals  
in Latin America were backed by strategic buyers, 
including Mexican cable company Televisa’s purchase  
of rival Cablevision Red for US$683m.

Among the reasons for the dominance of trade buyers  
is that Latin American strategics have become better  
at both identifying targets and executing transactions.  

“With a lot of deal flow in Colombia and Chile, M&A 
activity will be quite promising in the coming 12 months,”  
a banking Managing Director said. 
 
Respondents also expect Latin American bidders to 
be increasingly active outside their region. Ninety two 
percent expect outbound M&A to increase over the next 
year, with 30% believing it would increase significantly. 
No respondents felt that dealflow would fall.

Those polled said increasing outbound activity was  
driven by the strong cash reserves of Latin American 
corporates  and a strong desire to expand into new 
international markets and to buy technology from  
foreign companies.

“Investors in the Latin American region are pushing their 
businesses to expand abroad as they are realizing the 
benefits of international expansion and global presence,”  
said a Head of Finance at an investment bank.

WHO’S BUYING AND HOW
Strategic investors are expected to be the main players  
in Latin American M&A during the next 12 months.  
The influence of strategic buyers was particularly 
pronounced at a domestic level, where large transactions 
such as Mexican retailer Organización Soriana’s 
US$2.7bn investment in Mexico-based hypermarket 
group La Comercial demonstrate the key role that 
strategic buyers are playing in local deal markets.

88%

60%

56%

32%
30%

18%
16%

Acquisitions
by strategic 
investors

Joint
ventures

Private
equity exits

Acquisitions 
by financial 
sponsors

Mergers/
consolidations

Leveraged
buyouts

Minority
investments

LATIN 
AMERICAN 
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IN 2016

Which of the following transaction types do you expect to occur in Latin America over the next 12 months?  
(Select up to three)

4%12%

35%49%
Strategic buyers

Financial buyers Governments/state-owned 
enterprises 

Family-owned businesses  

4%12%

35%49%

Who will be the most active domestic acquirer  
of Latin American targets over the next 12 months? 
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On top of this, consolidation is increasingly being seen  
as one of the major drivers of the acquisition rationale for 
strategic investors. 

“Strategic mergers will be the most common transaction 
type in the next 12 months. Mid-sized businesses are 
facing competitive pressures and will need to collaborate 
to enhance efficiencies and increase customer bases  
and returns,” the Managing Partner of an investment 
bank said.

Respondents also expect to see more joint ventures  
(60%), while private equity is forecast to be active too. 
Deals such as the The Carlyle Group’s acquisition of  
an 8.3% stake in Brazilian private hospital group Rede  
D’Or Sao Luiz illustrate the kinds of deals on offer for 
buyout investors. 
 
Eighty-eight percent of respondents chose  
North American buyers as the most active foreign 
investors in the region. North American buyers are 
expected to lead inbound investment followed by  
Asia-Pacific. 

For Latin American companies looking to expand  
outside of their home region, the developed economies 
based in North America (66%) and Western Europe 
(64%) are seen as places that would offer the most 
attractive opportunities. The potential of Asia-Pacific 
(70%) also ranked highly. Interestingly, nearly half 
of respondents also selected Africa as a potentially 
attractive destination for investment.

“Considering the proximity and government relationships 
between both regions, I think most Latin American 
bidders will expand in the neighboring markets of 
North America to acquire proven technologies and 
infrastructure that can support and strengthen their 
business efficiencies and market position,” said  
a private equity investor.

SECTOR WATCH
With regards to the sectors that are likely to see 
the most activity in the next year, respondents were 
unanimous in saying that commodities and natural 
resources M&A will increase. This activity would 
be fueled by a mixture of attractive valuations and 
distressed activity, prompting investment. 

FAMILY OWNED BUSINESSES

  

  84%PUBLICLY TRADED COMPANIES
  

54%OTHER PRIVATELY HELD BUSINESSES

  50%STATE-OWNED ENTERPRISES

  40%FAMILY-OWNED BUSINESSES

  

68%PRIVATE EQUITY PORTFOLIO COMPANIES

  

Which do you expect to be the most common target(s) in Latin 
American M&A over the next 12 months? (Select up to three)

Who will be the most active foreign cross-border acquirer  
of Latin American targets over the next 12 months? (Select one)

 Strategic buyers  Financial buyers
 Government/state-owned enterprises   Family-owned business

74%

12%

8%

6%

Respondents expect to see more 
joint ventures, while private equity is 
forecast to be active too. 
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54%

8%

38%

70%

10%

20%

74%

12%

14%

76%

2%

2% 2% 2% 2% 2%

2%
2%22%

98% 98%
80%

20%

80%

48%

10%

42%

88% 98% 100% 98%
2%

98%

62% 56%

42%

8%

30%

10%
18%

Agriculture Business Services/
Managed Services

Construction Defense Consumer 
Products/Retail

Energy Financial Services Government Hotels, Travel 
and Leisure

Infrastructure Manufacturing, 
Industrials and 

Chemicals

Commodities
and Natural 
Resources

Pharma, Medical 
and Biotech

Real Estate TMT Transportation

What do you expect to happen to the level of Latin American M&A activity in the following sectors in the next 12 months? 

 Increase  Decrease  Remain the same 

Which regions will lead inbound investment in the region? 
(Select up to three) 

Which regions will offer the most attractive outbound M&A 
opportunities for Latin American companies over the next  
12 months? (Select up to three)

88%
74% 64% 8% 16%

4% 20%

42% 18%

4% 46%
80% 70%

66%

North America

Western Europe 

Middle East 

North Asia

Eastern Europe

Asia-Pacific
Africa
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Almost all respondents (98%) expected M&A in the 
energy, consumer, manufacturing, industrials and 
chemicals, pharma, medical and biotech (PMB) and 
Technology, media and telecommunications (TMT) 
sectors to increase. These have already been among 
the most active in 2015, with deals such as AT&T’s 
US$1.5bn move for Mexico’s Nextel in the TMT space, 
Owens-Illinois’s US$2.2bn acquisition of the Vitro food 
and beverage container business in the industrials sector, 
and Teva Pharmaceutical Industries Ltd.’s US$2.3bn 
purchase of Mexican drugmaker Representaciones e 
Investigaciones Médicas, S.A. de C.V. (Rimsa). At the 
other end of the scale, less than half of respondents 
expected hotel, travel and leisure M&A to increase,  
the lowest of any sector.

“I predict a lot of movement in most of the sectors  
in the region with a lot of foreign investment in the 
coming months. Oil and gas, mining and the consumer 
industry will be the major sectors to look out for in the 
future,” said a private equity Managing Partner.

54%

8%

38%

70%

10%

20%

74%

12%

14%

76%

2%

2% 2% 2% 2% 2%

2%
2%22%

98% 98%
80%

20%

80%

48%

10%

42%

88% 98% 100% 98%
2%

98%

62% 56%

42%

8%

30%

10%
18%

Agriculture Business Services/
Managed Services

Construction Defense Consumer 
Products/Retail

Energy Financial Services Government Hotels, Travel 
and Leisure

Infrastructure Manufacturing, 
Industrials and 

Chemicals

Commodities
and Natural 
Resources

Pharma, Medical 
and Biotech

Real Estate TMT Transportation

Respondents were unanimous 
in saying that commodities 
and natural resources M&A 
would increase. 
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Expanding market share is the key deal driver for almost 
two thirds of respondents. Thirty-six percent believe 
access to raw materials/natural resources would be one 
of the top three primary drivers, while just under a third 
selected focusing on core competencies and tapping high-
growth markets as one of the top drivers.

One Managing Director at an investment bank stated that 
the drivers would depend on the acquirer’s place of origin. 

“Inbound activities will speed up as a result of foreign 
acquirers’ strategic focus to tap high-growth markets and to 
utilizie their vast potentials,” she said. “On the other hand, 
Latin American acquirers will mostly consolidate to expand 
market share and will acquire assets in foreign markets  
to utilize new and advanced technologies and processes.”

SCANDALS AND STRAINS
Events such as the bribery scandal at Brazilian state oil 
company Petrobras and the takeover of Mexican rival 
Oceanografia by the government following allegations  
of fraud have certainly not helped to support M&A in 
Latin America, but respondents were hopeful that the 
impact on foreign investor interest would be limited.

“These scandals were major events that have strained the 
reputation of Latin America from an investor’s viewpoint, 
but the interests of foreign investors will not decline as 
there are more opportunities arising,” a Vice President  
of corporate development said.

Half said that interest would remain the same after the 
affairs, while just under a third said activity would, to 
some extent, decrease. Intriguingly, 18% said activity 
would actually increase in the wake of the scandals – 
though respondents who expressed this view said that 
this was due to resurging interest in Latin America itself, 
rather than a by-product of the scandals.

Most respondents, however, acknowledged that these 
kinds of incidents hurt the chances of regional companies 
securing financing. Two-thirds said this was the case.  

FUELING 
M&A 
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 3
6%

32
%

32
%

28%

24%

20%

16%

14%

14%

10%

10%

2%

Acquirin
g advanced technology

Raising capital/reducing debt

Stabilizing political and econom
ic environm

ents

O
ther

What will be the primary drivers of Latin American M&A in the next 
12 months? (Select up to three)
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Of more concern to the executives polled in the survey,  
it appears, is the increase in attractive deal opportunities 
in Asia and Europe. This could draw attention away from 
what Latin America has to offer investors. Overall, 74% 
said there would be some sort of impact on dealmaking, 
while 22% said the impact would be significant. 

Respondents were undoubtedly worried about  
increased competition. “Rising opportunities in other 
markets will impact the deal count here, as investors  

Yet despite the impact of singular events, the overall 
picture for Latin American financing is seen as brighter 
by respondents on the whole (For more on this, see 
Flexible Finance, page 16).

18%

50%

32%

22%

52%

26%

66% 34%

The increase in attractive 
deal opportunities in Asia and 
Europe could draw attention 
away from what Latin America 
has to offer.

What effect would the events in Argentina and the 
scandals related to Brazil’s Petroleo Brasileiro SA 
(Petrobas) and Mexico’s Petróleos Mexicanos (Pemex)/
Oceanigrafia have on foreign investor interest in 
Latin America?

Do you think that these events would have an impact 
on Latin American companies’ access to financing?

What is the effect of the rise in investment 
opportunities in other regions including Asia and 
Europe on investor interest in Latin America?

 Somewhat increase  Remain the same 
 Somewhat decrease

 Significant impact  Some impact  No impact
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FUELING 
M&A 

FLEXIBLE FINANCE

In line with the view of most respondents that M&A  
was likely to rise in the next year, the same is true for 
local access to capital. Ninety percent of respondents 
felt that access would increase, with 26% thinking 
that its availability would rise significantly.

There is good reason for this optimism. Bank lending 
has been strong and, despite concerns that local 
currencies could weaken against the dollar, in which 
many loans are denominated, those in our survey were 
positive about the availability of finance to fund deals.

There was also a view that equity markets would  
open for business, even though key stock markets 
have seen decreases in value. The Brazilian stock 
market, for example, lost US$197bn of value in the 
six months preceding the end of the first quarter  
of 2015. 

“A flourishing economic and regulatory environment 
has boosted the interest of domestic investors and 
debt providers. The local access to capital in Latin 
America will significantly increase as debt and capital 
providers can now be sure about the credibility and 
financial standing of the businesses they support,” 
said an Investment Banker.
 
While the availability of Latin American capital 
for international companies and investors is not 
expected to grow as much as domestic capital, 
respondents remain optimistic. 

“The high rate of returns and rapid payback periods 
will encourage international investors, so access to 
cross-border capital will increase. Businesses can 

26%

64%

10%

28%

44%

28%

What will happen to local access to capital in 
Latin America?  

 What will happen to international access to capital 
in Latin America?  

 Significantly increase  Somewhat increase
 Remain the same 

 Significantly increase  Somewhat increase
 Remain the same 
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will reroute investments if they get an alternative  
and will consider other options,” said a corporate 
Finance Director. 

PE LESSONS
While just under a third say private equity buyouts will  
be among the top three types of deals overall in the next 
year, this does not mean a cooling in sponsor interest. 
When asked to consider private equity investment on  
its own, 98% of respondents said that they expect interest  
in Latin American targets to increase in 2016. Deals  
by firms such as The Carlyle Group and Singaporean 
wealth fund GIC, which teamed up to invest more  
than US$1.5bn in Brazil’s private hospital sector, have 
certainly created momentum. 

Private equity firms are keen to utilize their 
transformative capabilities as well as exploit regional 
growth, according to respondents. Forty-four percent 
believe that being able to transform a firm’s business 
model is the primary driver of PE interest, while  
42% say that the region’s high growth rates are the 
main driver. 

“The region’s growth rates will be the primary driver 
which will be supported by the attractive valuations  
in the region,” said the Vice President of one corporate.

46%

52%

2%

What do you expect to happen to the level of private 
equity interest in Latin America targets? 

approach new capital providers as they have proved 
their abilities and shown consistent performance,”  
said a Banker.

Nearly three-quarters said they expected international 
access to capital in Latin America to increase, with 
28% saying it would do so significantly. 

In terms of the sources of capital likely to be the most 
accessible for acquisition finance, bank loans led the 
way according to nearly half (48%) of respondents. 
Just under a third felt capital-raising and IPOs were 
the most accessible avenue, while a fifth felt high-
yield bonds would have the most traction in  
Latin American fundraising.

Bank loans IPO/capital raising High-yield bonds

48% 32% 20%

 Significantly increase  Somewhat increase
 Remain the same 

Which avenue of financing is most accessible for
Latin American acquisitions? 
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LATAM PROSPECTS 
Nearly three-quarters of respondents expect annualized 
growth in the region to be greater than 3%, while 26%  
said that growth would be around the 2%-3% benchmark.  
The growth of countries such as Colombia, where the 
economy expanded by nearly 5% in 2013 and 2014, 

44%

42%

4% 2%

8%

What is the primary driver of private equity interest 
in Latin America?

What rate of annualized economic growth do you expect 
in Latin America over the next 12 months?

 Opportunity to transform company business models
 Region’s attractive growth rates
 Attractive company valuations in the region
 Significant number of exit opportunities
 Lack of financing options for small and mid-market companies

according to the World Bank, has made up for more 
sluggish growth rates in other countries, some said.  

“With potential opportunities in countries like Chile,  
Mexico and Peru, there is a strong indication that the 
economy will rise in the coming 12 months,” said one 
private equity Partner. “Growth in the economies of 
Bolivia and Colombia is also predicted to shoot up the  
in the future.”

Others argued that growth will pick up as companies 
transition through a range of economic reforms that  
have been made across the region in recent years.
 
With regards to commodity prices, which have fallen  
in the last year and are a key part of the Latin American 
economy, just under two-thirds of respondents said low 
commodity prices would help to boost Latin America’s 
growth expectations in the coming year. Fifty-two 
percent said weak commodity prices would have some 
form of positive impact, while 12% said the effect  
would be significant. “Lower commodity pricing will 
significantly increase economic growth over the next  
12 months as businesses already enjoy low operational 
costs. Further reductions in prices will increase 
business activity and consumer spending, which will 
contribute to GDP,” said one bank’s Managing Partner. 

A minority (14%) believed that falling prices would  
harm growth expectations somewhat, because  
of the impact on the value of exports and current  
account balances.

12%

Significantly increase

22%Remain the same

52%
Somewhat increase

14%
Somewhat decrease

26%

74%

How do you anticipate lower commodity prices to affect 
growth expectations for Latin America over the next 
12 months?

 2% to 3%  Greater than 3%
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M&A CHALLENGES
Despite the optimistic outlook for deal activity and 
economic growth in Latin America, respondents did note 
that there were risks facing foreign buyers entering the 
region. Uncertainty over regulation was selected by 52% 
of respondents as one of the top three deterrents to 
foreign bidders. Corruption-prone practices (38%) and 
macroeconomic issues/social unrest (34%) were both 
selected by over a third of respondents.

“Corruption-prone practices and political disruptions 
are the biggest deterrent in Latin America for foreign 
bidders, as acquirers from other developed markets 
such as US, Canada or UK will expect stability and  
zero influence from the political bodies of the region,”  
said a corporate Vice President of Strategy.
 
When looking at the challenges facing M&A investors 
specifically, respondents expressed concern around  
a wide range of issues. Seventy percent said regulatory 
risks were one of the top three most-challenging 
problems when doing deals in the area, while 64% say  
the same for transparency in due diligence. Risk allocation 
in documentation (60%) and perceived valuations (52%) 
were both noted by over half of respondents, while 38% 
chose post-closing integration as an issue.

“Perceived valuations often lead to deal failures,  
as sellers quote a higher price for their asset and this 
clashes with the market valuations, thereby curbing  
the negotiations,” the Finance Director of an investment 
bank said.
 
In terms of post-integration issues, culture clash was 
seen by respondents as the most difficult aspect, picked 
out by 70% of respondents as one of their top three 
issues. Sixty-two percent said management strategy  
was also troubling during the integration process, while 
half chose regulatory compliance. 

When questioned on the main factors contributing to 
economic growth in Latin America in the next year, the 
expansion of the larger emerging economies was picked 
out by respondents, with 72% saying it was one of their top 
three drivers. The second-most selected lever of growth 
was regulatory and financial reform, chosen by 44%, with 
the developing consumer market (42%) not far behind. 

One survey participant pointed out that Latin American 
economies had diversified and were no longer reliant  
on natural resources for growth. “Growth and investment 
in Latin America have moved beyond natural resources. 
Primary growth is driven by consumer and industrial 
demand. Many countries are reforming and growing well. 
And consumers are in better position to drive demand 
with disposable income,” said the finance executive.

  72%EXPANSION OF LARGER EMERGING ECONOMIES

  44%REGULATORY/FINANCIAL REFORM

  42%DEVELOPING CONSUMER MARKET

  36%COMMODITIES AND
NATURAL RESOURCES

GROWTH IN LATIN AMERICA MULTINATIONALS
(MULTILATINAS) 32%

ACCESS TO PENSION FUND INVESTMENT 14%

RISE OF THE MIDDLE CLASS 18%
  

LIQUIDITY IN THE LOCAL FINANCIAL AND CAPITAL MARKETS 14%

  PACIFIC ALLIANCE (COMPRISING CHILE, COLOMBIA, MEXICO
AND PERU) 12%

FREE TRADE 10%

POLITICAL STABILITY 6%

  

Regulatory uncertainty was 
selected by over half of 
respondents as one of the top 
deterrents to foreign bidders.

Which factor(s) will play the greatest role in driving economic growth 
in Latin America? (Select up to three)
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“Conflicting rationales of the management significantly 
disturb post-merger integration in Latin America, as 
most of the businesses here have a traditional approach 
towards business and people management, which can 
clash with foreign acquirers,” a finance Vice President said.

“The most difficult aspect of integration in Latin America 
is dealing with the approvals, in terms of regulatory 
affairs and other political matters,” said the Managing 
Partner at an investment bank. “And corruption greatly 
increases the level of challenges.”

Respondents highlighted a variety of issues that are most 
hotly debated when it comes to deal documentation, with 
no real consensus on which was most important. Fifty-
six percent chose the scope of the representations and 
warranties, while scope of indemnity, closing conditions 
(both 52%) and break-up fees (50%) were not far behind. 

REFORM TO SUCCEED
As highlighted in the responses to the main challenges 
facing dealmakers in Latin America, regulation and 
policy can be a major obstacle for any deal in the region. 
When asked to rank the country within the region with 
the most supportive regulatory regime for M&A in Latin 
America, 86% of respondents identified Chile. Peru was 
second, chosen by 58% of respondents as one of their 
top-three most-favorable regulatory environments, 

Regulatory risks 70% 

Risk allocation in 
documentation 60% 

52% Perceived valuations

38% Post-closing integration

Transparency in due 
diligence 64% 

  52%REGULATORY CHANGES/UNCERTAINTY

  38%CORRUPTION-PRONE PRACTICES

  34%MACROECONOMIC ISSUES/SOCIAL UNREST

  30%GOVERNMENT INTERVENTION IN
REGULATED/PROTECTED SECTORS

  30%

  26%

LACK OF CLEAR REGULATION

24%

DIFFICULTY IN PERFORMING
DUE DILIGENCE

DETERMINING ASSET
VALUATIONS

16%ACCESS TO
CAPITAL

CHALLENGES IN OBTAINING INFORMATION ABOUT
TARGET COMPANIES 16%

SLUGGISH ECONOMIC GROWTH 12%

UNCERTAINTY OF RULE OF LAW 10%

CURRENCY VOLATILITY 8%

  UNSTABLE GOVERNMENT 4%

  

What will be the biggest deterrent in Latin America for foreign bidders? 
(Select up to three)

What are the most challenging issues in a Latin 
American M&A deal? (Select up to three)
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  56%SCOPE OF REPRESENTATIONS AND WARRANTIES

  52%SCOPE OF INDEMNITY

  52%CLOSING CONDITIONS

  50%BREAK-UP FEES

  46%

  32%

PERCENTAGE PRICE ADJUSTMENT

GOVERNING LAW

while Mexico was third with 56% and Colombia fourth 
with 48%. After that is a steep fall-off, with the larger 
territories such as Brazil (20%) and Argentina (4%) 
way behind in terms of having a favorable regulatory 
environment for M&A.

However, respondents did recognize that, over the 
years, improvements to the regulatory regime governing 
dealmaking have been seen throughout the region. 
Chile held an election last year, and reforms since then 
have been positive for investment. It is hoped that the 
upcoming vote in Argentina will have a similar impact. 
 
Indeed, all respondents expected the financial and 
regulatory reforms made by Latin American governments 
to impact M&A activity in the region over the next 
year. Thirty percent of those polled expect the impact 
to be significant. Respondents see the steps taken by 
governments as positive ones that have strengthened 
and stabilized business, which in turn has boosted 
confidence and investment.
 
Chile and Mexico were highlighted by over half of 
respondents each (84% and 54%) as countries where 
financial and regulatory reforms are having the greatest 
impact. Peru and Panama were also mentioned by 
participants as examples of how financial discipline and 
sensible regulation can attract investment and wealth.

Cultural 
integration 70% 

Management 
strategy 62% 

Regulatory 
compliance 50% 

Post-acquisition 
merger approvals 
48% 

Personnel/
human 
resources 38% 

IT systems 
18% Accounting 

standards 
14% 

What is the most difficult aspect of post-merger integration in Latin America? (Select up to three)

What are the most strongly negotiated issues in the deal 
documentation? (Select up to three)

Over the years, improvements  
to the regulatory regime governing 
dealmaking have been seen 
throughout the region.
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30%

70%

What will be the impact on Latin America M&A activity of 
the different governments’ financial/regulatory reforms 
over the next 12 months?

Which Latin American area has the most favorable 
regulatory environment for M&A? (Select up to three)

 Significant impact  Some impact  No impact

Brazil 20%

Mexico 
56%

Chile 86%

Central America 12%
Venezuela 0%

Dominican Republic 0%

Peru 58%

Bolivia 16%

Colombia 48%

Argentina
4%

Percentage of favorability  

0% 90%
 Not recorded 

BACK AND FORTH: REGULATION IN  
LATIN AMERICA
Investors are clearly keen on Latin American 
opportunities. However, they also concede that, 
overall, the regulatory landscape remains binding. 
Regulatory uncertainty and risks were seen as one  
of the top deterrents to both foreign bidders and 
overall M&A in the region, according to respondents. 
Political instability in some countries also held  
back investors.

The longevity of this problem is highlighted in this 
year’s Doing Business report from the World Bank. 
While Latin America has improved in areas such  
as resolving insolvency and starting a business over 
recent years, in many places it has either remained 
constant or fallen. This includes factors vital to M&A 
such as receiving credit and trading across borders.

These issues hurt local economies. “Tax compliance 
and other regulatory matters are problematic in 
some countries,”explains the Head of Finance at a 
corporate. In Brazil, tax revenues in Q3 2015 were 
down to their lowest level since 2009, with corporate 
income tax and tax over net profits cited as two  
of the main factors.

Despite these issues, there are clear signs of 
progress. Chile’s new insolvency law, for example, 
has created specialized insolvency courts in the 
country and enhanced debtor protection. Elsewhere, 
Peru has introduced a new online registry of 
employee information, making it easier for companies 
to pay taxes, and reduced corporate income tax rates. 

“Peruvian financial reforms and the light regulatory 
regimes have encouraged the local businesses,”  
said the Managing Partner at a private equity firm. 

The region, overall, is making strides towards a 
balanced regulatory environment. Yet, investors still 
need to be aware that while steps are being taken 
to create more business-friendly conditions in some 
jurisdictions, there is still work to be done in others 
to secure a deal. 



23LATIN AMERICAN M&A SPOTLIGHT 23LATIN AMERICAN M&A SPOTLIGHT

  84%CHILE

  54%MEXICO

  48%COLOMBIA

  38%BRAZIL

  38%

  36%

PERU

PANAMA

0.000 10.875 21.750 32.625 43.500 54.375 65.250 76.125 87.000

deal policies,” while the Managing Partner of a private 
equity firm was upbeat on the prospects of a new 
policy framework that would “boost the manufacturing, 
consumer and energy sectors.”

WHAT THE ARGENTINIAN ELECTION  
COULD MEAN FOR M&A
Argentina elected a new president at the end of 
November, with Republican Proposal’s Mauricio 
Macri, the opposition, winning against Daniel Scioli 
and his then-governing Justicialist Party.

Even prior to this result, our respondents were 
optimistic that the end of Kirchnerism — 12 years  
of rule by Nestor Kirchner, followed by his wife, 
Cristina Kirchner — would boost M&A in the country. 
Nearly nine out of ten expect dealmaking to increase 
in Argentina following the election of Mauricio Macri. 
Many respondents expect strategic agreements 
to be put in place post-election that will increase 
dealmaking, as well as a new government that will 
support business and growth prospects.

“The election will open up new growth prospects for 
businesses and we expect to see financial reforms 
from the new government that will support M&A 
activities and business processes,” said one Director 
of Corporate Development. 
 
A Director of Finance of an investment bank said 
promises have been made to “liberalize trade and 

 In which countries are financial/regulatory reforms having the greatest impact? (Select up to three)

88%

2%

10%

What do you expect the impact will be on the level  
of M&A activity in Argentina in light of the  
country’s election?

 Increase  Decrease  Remain the same
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CONCLUSION

Despite a difficult 2015, Latin American dealmakers are 
confident that the dealflow in the region is poised  
to rebound. Ninety two percent of those polled predicted 
an increase, with over a third (38%) forecasting a 
significant rise.  

There is also a positive outlook on cross-border deals 
within Latin America, as well as inbound investment 
from outside the continent. This confidence has been 
underpinned by the belief that Latin America and its 
companies continue to offer excellent growth prospects 
and value for money.

Culture counts
There are still cultural hurdles to overcome 
for foreign investors in Latin America, 
especially when trying to negotiate 
deals and execute integration. Of those 
questioned, 70% picked out culture as one 
of their top three integration issues.

Latin America is changing
Brazil and Mexico are still the largest  
M&A markets and commodities are still  
a dominant part of the economy, but things 
are slowly changing. Emerging countries 
such as Colombia, Chile and Peru are 
making a larger contribution to overall 
deal activity, while the consumer sector 
has become increasingly important to  
local economies. 

First mover advantage
Latin American companies have been 
very attractively priced during the last 
12 months as stock markets in the 
region have slipped and currencies have 
softened against the dollar. There is 
value in the market. Investors should not 
be lulled into a sense of complacency, 
however, as strategic buyers with strong 
deal rationales and deep pockets are 
expected to move into the market in  
a big way.

Well over four-fifths of respondents (88%) 
expected strategics to dominate dealflow 
in the next year. Seven of the 10 largest 
deals in Latin America in H1 2015 were 
backed by strategic buyers. The market 
holds opportunities, but first (or fast) 
movers will take the prime assets, 

THESE ARE FOUR THINGS INVESTORS SHOULD CONSIDER TO MAKE THE MOST OF A MOVE INTO THE REGION:

Beware the regulators
New reforms have been implemented 
throughout Latin America and are helping 
to make M&A easier. Nevertheless, 
regulatory risk remains a challenge. 
Seventy percent say regulatory risks are 
one of the top three most challenging 
problems when doing deals in Latin 
America, while 64% say the same for 
transparency in due diligence. If you are 
an investor from abroad, ensure you retain 
those who have expert local knowledge of 
the regulatory regime.

Respondents, however, were not blind to the region’s 
difficulties. Two-thirds acknowledged that scandals 
such as Petrobras made it difficult for other domestic 
businesses to secure financing and 52% of respondents 
cited regulatory uncertainty as one of the top three 
deterrents to Latin American deals for foreign bidders.

The good news is that new policies on regulation and 
monetary discipline are taking hold and creating a 
positive environment for dealmaking. For investors who 
can commit to the market and negotiate the hurdles, 
there are attractive deal prospects on offer.  
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