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Welcome
Deal Valued Reader,
Welcome to the March edition of the Venue Market Spotlight. As we come to the close of the first quarter
of 2014, we are happy to note that global M&A deal volume is on the rise. For this Spotlight, we have
chosen to drill down into regional deal activity, particularly focusing on North American Outbound M&A.
Overall, 2014 global M&A continues to rise, with an expected increase in buyer interest in China due to
the increase in acquisition targets over the past year. From a sector-by-sector standpoint, the energy market
is poised as the top sector leading the global M&A revival, with North America in the top four regions
expected to see both deal value and volume growth over the next five years. North America remains
the driving region for healthcare deals, seeing an increase of over 40% from 2012-2013. Over the next
12 months, the Affordable Care Act implementation is expected to continue to drive this trend through an
increase in consolidation efforts for healthcare providers. In the chemicals sector, major North American
companies are shifting their focus to portfolio restructuring, with an increased interest in strategic selling
opportunities, thus bringing even larger market assets to the table.
Although all three featured North American countries in this month’s Spotlight — Canada, Mexico and the
US — are expected to see an uptick in outbound M&A activity, the drivers for this increase vary, ranging from
Canada’s search for raw materials and the US’ quest for growth acquisitions. Despite this, North American
acquirers share basically the same goal — to stay ahead of competitors by increasing their market share.
The RR Donnelley Capital Global markets group continues to maintain the highest level of service to our
deal-making clients across any sector or region around the globe. Our Venue® virtual data rooms provide
localized project management and client services support - anytime anywhere - which has earned us a
satisfaction rating of more than 97% from our users.
As always, thank you for your time and interest in this month’s Spotlight.
Best regards,

Tom Juhase
President, Financial Services Group
RR Donnelley
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Foreword
Respondents in March 2014’s Spotlight generally expect North American outbound
M&A to increase. “Outbound activity has shown great improvement in the past year
and I think it will continue to rise this year. The need to gain access to new markets
is driving the outbound activity in Canada, Mexico and the US,” says a US-based
investment banker.
Despite the shared upward trend in deal-making, the region’s M&A activity cannot be
considered homogenous. Each featured country is different in terms of how acquirers choose
their target companies, the motivations and catalysts for these choices, which regions and
countries these buyers think are attractive and which industries they believe will offer the
most investment opportunities. This month’s Spotlight provides insight from various investment
bankers from the largest North American markets — Canada, Mexico, and the US — to
ultimately find out what the drivers of outbound deal-making are for these countries.
The disparities between these countries range from industry picks to regional preferences.
Many Canadian companies looking to acquire abroad are focused on the energy, mining
and utilities sectors while Mexican and US bidders are more drawn toward the consumer
sector. They also buy targets from different places — US acquirers mostly tap into Asia-Pacific
while Mexican buyers prefer to stay close to home by focusing on Latin American companies.
Canadian firms have more of a mixed bag, since, according to respondents, they have
exposure to both the Latin America and Asia-Pacific regions.
There are also variations in the drivers of outbound M&A for each of the countries. Canadian
companies, due to their industry focus, are looking for targets that have a vast availability
of raw materials. Mexican acquirers are seeking out companies that can advance their
technological capabilities while US firms are looking for markets with high-growth potential.
However, the underlying aim is the same — North American firms are generally trying to
stay ahead of their competitors and target other markets to increase their market share.
“North American companies that have large amounts of cash are looking at markets that
can offer growth through acquisition,” says a Canada-based investment banker.
Indeed the need to expand and grow in various aspects — in terms of regional exposure,
product offerings, size — are some of the overarching themes that unite these countries
despite their differences.
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North America’s
M&A activity is not
homogenous with
disparities ranging
from industry picks to
regional preferences.

Survey
What do you expect to happen to the level of outbound M&A
activity from North American countries — Canada, Mexico,
and the US — in the next 12 months?
7%

Significantly
increase

13%
40%

Somewhat
increase

Is there a specific country that will impact North American
outbound M&A activity the most?
7%

US
	Other

13%

Mexico
	Canada

	Remain the same
Somewhat
decrease
20%

60%

40%

Respondents were generally optimistic about future activity of
acquirers from North American countries – Canada, Mexico, and
the US. Eighty percent of respondents expect an overall increase in
these countries’ outbound M&A activity. One of the reasons for the
expected rise is the search for growth opportunities. “Many North
American companies are tapping into other regions as a way of
gaining a foothold in different markets, particularly the emerging
markets, to generate growth,” a Canada-based managing director
says. For instance, an investment banker from Mexico said that
companies from his country want an increased regional presence
thus are making outbound M&A deals within Latin America. Companies
also have cash on hand and private equity firms have dry powder
to deploy and use to expand into developing markets, various
respondents say.

The majority of respondents (60%) believe that the US’ activity will
be the most influential when it comes to North American outbound
M&A. Respondents cite the recovering US economy and the cash
waiting on the sidelines as the major drivers for the expected rise
in outbound activity. “The US economy is on an upward trend. US
firms are also increasingly exhibiting better performance and have
boosted their balance sheet, which will both encourage them to
target other regions that have a high growth potential,” says a
US-based investment banker.

Recovering US economy major
driver of North American
outbound activity
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SURVEY (CONTINUED)
In which region do you expect to see the highest levels of inbound
M&A activity involving North American — Canada, Mexico, and the
US — acquirers over the next 12 months?

120%
27%
40%

80%
7%
60%

66%
40%

20%

Europe

80%
60%

60%

40%

33%

40%

33%
20%

20%

33%

	Asia-Pacific

0%

	Latin America

Europe’s economic troubles seem to have affected the appetite
of North American acquirers for companies in the region. Instead,
these bidders have mostly chosen targets in high-growth regions
such as Asia-Pacific and Latin America. US acquirers are heavily
weighted toward Asia-Pacific targets, according to 86% of
respondents. Canadian acquirers, many of which are focused
on energy and natural resources, will also be interested in Latin
American (40%) and African (20%) targets. Sixty-six-percent
of survey participants say that Mexican companies will prefer
Latin American targets due to growth opportunities and cultural
similarities. They will also want to buy European firms to acquire
technology and brand recognition, according to various survey
participants.

	Consumer
	TMT	

Mexico

Canada

Mexico

	Africa

20% 20%

20%

0%
US

0%

87%

US

40%

20%

86%

100%

100%

Canada

14%

Percentage of respondents

Percentage of respondents

100%

In which sectors do you expect to see the highest levels of outbound
M&A activity involving North American bidders over the next
12 months?

Energy, Mining & Utilities
	Industrials, Manufacturing & Engineering

Unanimously, all survey respondents think that Canadian bidders
will focus on the energy, mining and utilities sector for foreign
acquisitions. “Canadian companies are going global and targeting
areas with rich natural resources,” says a Canada-based investment
banker. Target companies in the consumer sector are most popular
with both Mexican and US acquirers, according to 87% and 60% of
respondents, respectively. Mexican consumer companies will make
acquisitions of key brands that will enhance their value and will give
them global recognition and increase demand for their products, a
Mexico-based partner says. The motives of US bidders are twofold.
“US companies are looking to acquire these emerging consumer
companies to keep their market share as well as build product and
service lines,” says a US-based investment banker.

Canadians focus on natural
resources, Mexican/US firms bid
on consumer companies
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What do you think will be the primary drivers of North American
outbound M&A in the next 12 months?

73%
60%
47%
40%

40%
27%
13% 13%

13%

7%
0%
Canada

Mexico

US

40%

40%

33%
27% 27%

30%
20%

27%

20%
13%

13%

10%

0%

	Increase market share
	Access to new technology

47%
40%

Expansion to high-growth markets
	Availability of raw materials

Each of the three countries will have different reasons to pursue
outbound M&A opportunities. Consistent with the previous survey
results, 93% of respondents believe that the availability of raw
materials is the biggest driver for Canadian acquirers in terms of their
outbound M&A activity. For the US, expansion to high-growth markets
is the top motivator for outbound acquirers. Although Mexican
companies have good opportunities for expansion in the country’s
domestic market, acquirers still choose to seek targets overseas to gain
access to new technology. “Mexican companies are more likely to
use outbound M&A as a strategy to acquire technological knowhow
and to secure companies with popular and recognizable brands,”
says a partner in a Mexican investment bank.

0%

	Positive economic growth
	Availability of attractive targets

Canada

60%

53%
47%

Mexico

67%

50%

US

80%

20%

60%

93%

Percentage of respondents

Percentage of respondents

100%

What do you think will make a country appealing to North American
acquirers in the next 12 months?

	Clear regulatory paradigm
	Access to financing alternatives

The reasons why targets in certain countries are appealing differ
for the acquiring companies in these three countries. For Canada,
47% of respondents say that a clear regulatory paradigm is what
makes acquiring a target from a certain country attractive. This is
especially true for the industries that Canadian acquirers are aiming
for — energy and natural resources — which are highly regulated
when it comes to the way that they operate. Mexican acquirers
are motivated by the availability of attractive targets, according
to a majority 53% of respondents. Attractive targets for Mexican
acquirers are often defined as those firms that have similarities in
culture and language that make it easy for bidder companies from
Mexico to integrate and adapt, according to a Mexico-based
director in investment banking. Meanwhile, many US-based bidders
are attracted by the rising economy in their targets’ countries, says
47% of respondents. “Positive economic growth, which can make
acquisitions valuable, is one of the primary reasons to target a
particular country,” says a US-based investment banker.
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Notable Q1 deals in the room
Venue® data room: A special report
Microsoft acquires
Parature
January 6, 2014

Target: Parature
Private Equity Seller(s): Accel
Partners; Sierra Ventures; Valhalla
Partners
Industry: Computer services; Computer
software; Software development;
Systems integration

KKR acquires National Vision
February 7, 2014
Target: National Vision
Private Equity Seller: Berkshire Partners LLC
Financial Advisor for Seller: Barclays; Wells
Fargo Securities, LLC
Counsel for Seller: Weil Gotshal & Manges LLP
Private Equity Buyer: Kohlberg Kravis
Roberts & Co. L.P.
Counsel for Buyer: Simpson Thacher &
Bartlett LLP
Industry: Consumer: Retail; Chemists/health,
Other retailing of consumer products and
services

Oracle acquires BlueKai
February 24, 2014

Target: Blue Kai Inc.
Financial Advisor for Target: Morgan
Stanley
Counsel for Target: Fenwick & West LLP
Private Equity Seller(s): Redpoint
Ventures; Battery Ventures; GGV
Capital; Split Rock Partners LLC
Industry: Computer software; Internet
/ecommerce; Services (other)

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

Sandvik acquires Varel
January 7, 2014

Target: Varel
Counsel for Seller: King & Spalding LLP
Counsel for Buyer: Morgan Lewis & Bockius LLP
Financial Advisor for Buyer: Morgan Stanley
Private Equity Seller(s): Arcapita Bank BSC
Industry: Energy Industrial products and
services; Exploration and drilling services
and equipment; Industrial equipment and
machinery; Oil and gas exploration and
production

Jos A Bank acquires
Eddie Bauer
February 14, 2014

Target: Eddie Bauer LLC
Financial Advisor for Target: Kirkland &
Ellis LLP
Private Equity Seller: Golden Gate Capital
Financial Advisor for Buyer: Financo Inc.;
Goldman Sachs; Guilfoil Petzall & Shoemake
Counsel for Buyer: Skadden Arps Slate
Meagher & Flom LLP
Industry: Consumer: Other; Apparel
Clothes; Household products

Lenovo
acquires
Motorola Mobility
January 29, 2014
Counsel for Buyer: Weil Gotshal & Manges LLP
Financial Advisor for Seller: Lazard
Financial Advisor for Buyer: Credit Suisse
Industry: Computer: Hardware; Computer
services; Computer software; Telecommunications: Hardware; Computer peripherals;
Laptops; Mobile/satellite network equipment;
Software development

Starr Investment acquires
MultiPlan
February 17, 2014

Target: MultiPlan Inc.
Financial Advisor for Target: BofA Merrill Lynch;
Credit Suisse; Dean Bradley Osborne; Goldman
Sachs; LionTree Advisors LLC; Raine Group LLC; RBC
Capital Markets Inc.
Counsel for Target: Simpson Thacher & Bartlett LLP
Private Equity Sellers: BC Partners Limited; Silver
Lake Partners
Private Equity Buyer: Partners Group Holding
Financial Advisor for Buyer: Barclays; JP Morgan;
LionTree Advisors LLC
Counsel for Buyer: Kirkland & Ellis LLP
Industry: Medical; Services (other)

Westell Technologies
acquires
Cellular Specialities
March 3, 2014

HGGC acquires
Serena Software
March 10, 2014

Target: Serena Software, Inc.

Target: Cellular Specialities Inc.
Financial Advisor for Target:
Crest Securities, Inc.
Counsel for Target: Devine, Millimet
and Branch
Counsel for Buyer: Quarles & Brady LLP
Industry: Telecommunications: Hardware; Telecommunications: Carriers;
Mobile/satellite network equipment

Counsel for Target: Simpson Thacher & Bartlett LLP
Financial Advisor for Target: Barclays
Counsel for Buyer: Kirkland & Ellis LLP
Financial Advisor for Buyer: Credit Suisse
Private Equity for Buyer: HGGC, LLC
Private Equity for Seller: Silver Lake Partners
Industry: Computer services; Computer software; IT
consulting; Application software products; Software
development; Systems integration

Or visit: www.venue.rrd.com
Venue demo (audio enabled):
http://Venue.RRD.com/Demo
Deals. Done. Simple.

Corporate Headquarters
111 South Wacker Drive
Chicago, IL 60606-4301
U.S.A.

888.773.8379

www.rrdonnelley.com
www.venue.rrd.com

Copyright © 2014 R. R. Donnelley & Sons Company.
All rights reserved.

About RR Donnelley
RR Donnelley is a global provider of integrated communications. The company
works collaboratively with more than 60,000 customers worldwide to develop
custom communications solutions that help to drive top-line growth, reduce costs,
enhance ROI and ensure compliance. Drawing on a range of proprietary and
commercially available digital and conventional technologies deployed across
four continents, the company employs a suite of leading Internet based capabilities
and other resources to provide premedia, printing, logistics and business process
outsourcing services to clients in virtually every private and public sector.

About Venue
®

Venue® is a secure online workspace with a powerful feature-set and an intuitive design that
allow you to easily organize, manage, share and track all of your sensitive information.
Venue® data rooms provide complete control, ensuring that you can manage who has
access to your data room, which documents they see, and how they can interact with
those documents.
Venue® data rooms are backed by RR Donnelley, a $10.2 billion corporation with more than
500 locations and over 55,000 employees worldwide. RR Donnelley’s total revenues are
larger than all other virtual data room providers combined. We bring extensive experience
to providing integrated communications services.
For more information regarding Venue,® RR Donnelley, or this report, please contact us directly.

Daniel Perez | Marketing Manager, Venue Data Room
RR Donnelley | Financial Services Group | financial.rrd.com
255 Greenwich St. | New York, NY 10007 | Phone: 888.773.8379
Fax: 212.341.7475 |venuecommunications@rrdvenue.com
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Rr Donnelley At A Glance
$10.2 billion

2012 net sales

55,000+

Employees

500+

Global locations

Nearly 125

Manufacturing
locations

750+

Issued and pending
patents

Nearly $1.2
billion

Capital investments
over the past five
years
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