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Welcome
Dear Valued Reader,
Welcome to the May 2014 installment of the Venue®® Market Spotlight. It is our intent that we focus each
Spotlight on the most timely and relevant topics facing the deal-making community. This month we shed light
on the burning question on every industry player’s mind – Are we in the midst of an M&A revival?
With US domestic M&A deal volume in Q1 2014 increasing 23% over the same period last year to its
highest level in five years, respondents in May’s Spotlight do believe we are experiencing a revival for M&A.
Various factors, including the improving economy and the availability of financing as key drivers of this
expected growth, only seem to show favor for this finding.
Compared to this same period in 2013, Q1 M&A deal values are up 54%, totaling over US$710bn, with
a string of mega-deals fueling 2014’s deal landscape. Many attribute this growth specifically to greater
deal-making confidence in the improving economy, in addition to organizations being forced into defensive
mode due to increased competitive pressures. Thus, strategic acquirers are currently balancing cash-on-hand
deal opportunity with associated regulatory risk.
Although close to 50% of this year’s M&A deal values are US$5bn or more, many organizations are taking
the different approach of analyzing their portfolios to pinpoint strategic assets to acquire cheaply. As noted
in last month’s Spotlight, “Energy companies are also optimizing their portfolios. These firms are acquiring
assets depending on what the return prospects are for these investments, with economic recovery serving as
the underlying driver.” In the same vein, media companies are currently questioning what mediums will remain
relevant to that sector in years to come, in turn acquiring new media assets while capital remains abundant.
At RR Donnelley we know how stressful it can be when completing a deal. Our Venue virtual data rooms
make the deal process simpler from day one. Not only do we offer 24/7 - wholly localized - support, but
we also offer the peace of mind that your most sensitive financial content remains secure with our industry
leading security throughout every level of our application.
As always, thank you for your interest in this month’s Spotlight.
Sincerely,

Tom Juhase
President, Financial Services Group
RR Donnelley
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Foreword
There is hope among some US M&A dealmakers that the event they have been
waiting for since the financial crisis is now a possibility — an imminent M&A revival.
Several factors are causing this anticipated rebound in activity, according to USbased investment bankers interviewed for this month’s Spotlight. Foremost among
these drivers is the recovering economy, without which industry players will not
have the confidence to execute deals. “First quarter 2014 numbers show how much
momentum M&A has gained after a long period of tepid dealmaking due to the crisis.
Companies are cash rich and the economy is on the mend, both of which also bode
well for a pick-up in M&A activity later in the year,” an investment banker says.
Respondents are also optimistic about the availability of financing, as companies actively
deploy the cash on their balance sheets accumulated in recent years. “Companies are
currently able to obtain financing with flexible terms and low interest rates to support their
acquisitions,” says a managing director from a bulge-bracket investment bank.
Not surprisingly, the technology, media and telecommunications (TMT) sector is expected
to lead the way to recovery. With the increasing use of cloud storage, big data and mobile
devices for various purposes, including social media, web-based entertainment and online
shopping, TMT companies have to keep up with the constant need to innovate in order to stay
ahead of competition, compelling them to take the M&A route. The use of technology has also
permeated every M&A sector, including healthcare companies buying technology to provide
patients with their electronic medical records, and financial services firms acquiring payment
systems. Companies across industries have to invest in software and other advancements to
cater to their clients’ needs. One of the combined sector’s most prominent deals announced so
far in 2014 is Time Warner Cable Inc.’s roughly US$41bn acquisition of Comcast Corporation.
The deal size range that a majority (57%) of respondents believes will drive most transactions
is US$500m to US$1bn. Respondents think that companies are more than willing to spend
their money on acquisitions and to make sure that they are able to achieve the scale that they
need to grow. However, these firms are still expected to keep deals within a certain price
range to avoid complexities that are inevitably part of mega transactions.
With an eye toward growth, cash on hand and the backdrop of a stronger economy in
their favor, companies are now ready to take on acquisitions, with some survey respondents
believing that M&A numbers will see heights not even seen in the market pre-crisis.
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Respondents believe
the foremost driver
for a possible
M&A revival is the
recovering economy.

Survey
Which sectors are most likely to lead a revival in global
M&A activity?

40%

Fall slightly below
pre-crisis levels
At par with
pre-crisis levels

67%

60%

Percentage of respondents

27%

70%

53%

50%
40%

40%

33%
27%

30%
20%

20%

20%

Other

Slightly exceed
pre-crisis levels

Business services

Q1 2014 domestic deal volume is close to pre-crisis levels. What do
you expect to happen to the number of M&A transactions in 2014?

10%

Companies are spending
accumulated cash
on acquisitions

Industrials and chemicals

Pharmaceuticals, medical
and biotechnology

Energy

Financial services

The tone is generally optimistic about M&A activity levels going
forward. Forty percent of respondents think that domestic deal volume
will slightly exceed pre-crisis levels and over a quarter of respondents
believe that this year’s levels will be at par with deal-making that
preceded the financial meltdown. “Considering the current pace of
M&A activity and ongoing trends, and after a five-year gap, M&A
activity will likely exceed pre-crisis levels. The industry has been
waiting for the market to recover and now companies are ready to
use their cash on hand for M&A as a way to grow their businesses,”
says a managing director in a major investment bank. After five years
of staying on the sidelines, companies are now compelled to spend
the cash that accumulated on their balance sheets during the financial
crisis. Many of these firms are taking the M&A route instead of
building their own infrastructure and capabilities internally.

0%
Technology, media
and telecommunications

33%

A majority of respondents (67%) believe that the combined sector
of TMT is the most likely candidate to lead the expected revival
in global M&A activity.“ TMT companies have the desire to grow
efficiently through M&A. Through consolidating core businesses, TMT
firms are looking to lower costs and increase profits, diversify their
product offerings, reach new customers and expand their geographic
footprint,” says a managing director at an investment bank. TMT
areas are growing due to the rise in the use of mobile devices,
cloud computing and big data, which is driving up M&A numbers.
The need for advanced technology has permeated across sectors;
companies in different industries have to stay on top of the technology
curve, which allows them to reach and serve their customers more
effectively. To cope with the rapid pace of innovation in these
segments, technology firms are choosing to acquire companies that
have existing innovations rather than spend the time to develop new
products themselves.
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SURVEY (CONTINUED)
Which country or region outside of the US is most likely to see
a resurgence in M&A?

TOP REGIONS

TOP COUNTRIES

Asia-Pacific

China

Africa

Germany

Europe

Russia

Latin America

Brazil

Which deal size range will drive M&A activity?

14%
29%

US$100m US$500m
US$500m US$1bn
More than
US$1bn

57%

Respondents pick Asia-Pacific as the top region outside of the US that
is most likely to witness an M&A resurgence. Specifically, respondents
think that China will experience a rise in M&A deal-making this year.
“China has vast potential to offer long-term growth opportunities.
The country’s M&A activity is expected to be robust in 2014,” says
a vice president at an investment bank. A key driver for the country’s
anticipated upward trend in deal-making is activity by state-owned
enterprises (SOEs). Last year saw SOE China National Offshore
Oil Corporation closing the biggest-ever Chinese takeover of a
foreign firm when it purchased Canada-based oil company Nexen.
Respondents also cite Africa as a region that could see a significant
rise in M&A, given the abundance of its natural resources. “Africa as
a region will likely witness regional M&A activity and a high level of
foreign investments,” adds the same investment banker.
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A majority of respondents think that M&A transactions in the
US$500m-US$1bn range will drive the most activity in 2014.
This deal size level allows companies to seek targets that will allow
them to have a sizeable presence in markets they want to expand
in, yet not be burdened by the complexities that mega transactions
present. “Companies will likely target assets or higher value deals
that can give them the exposure that they seek. But many of them
are still staying away from the much larger transactions to avoid
the inherent risk in these deals,” says a managing director at an
investment bank.

Buyers seek firms big enough to
make an impact in target markets

What are the greatest factors spurring or driving the revival?

67%

70%
60%

Percentage of respondents

50%
40%

40%

33%

33%

30%
20%

20%

7%

10%

47%

50%
40%

33%

30%
20%

20%

20%
13%
7%

10%

Sixty-seven percent of respondents say economic growth prospects
are spurring M&A transactions this year. “There is nothing better
than economic improvement and a positive growth outlook to drive
an increase in deal-making. Decision makers are more confident due
to their optimistic view on the economy and are currently seeking
M&A opportunities,” says a managing director at a global investment
firm. A notable number of respondents also cite the availability
of financing as an M&A catalyst. “The very low interest rates are
encouraging companies to raise capital and execute M&A deals,”
says a managing director at an investment bank. He adds that many
companies are currently cash-rich, making it easier for them to bid
on prospective targets.

Easy access to financing
drives M&A

Few attractive targets

Economic uncertainty

High deal multiples

Deal complexity

Longer deal process

Stock market performance

Executive confidence

High cash levels on
corporate balance sheets

Private equity activity

Availability of
financing options

0%
Economic growth

0%

60%

Regulation/tax policy

Percentage of respondents

60%

Valuation gap

70%

What are the most important factors that can hinder the
M&A revival?

A majority of respondents (60%) pick regulation and tax policy as the
most important factor that can derail an M&A revival. Valuation gaps
(47%) come second in respondents’ list of possible hindrances. There
are a myriad of regulations that threaten to prevent M&A transactions
from coming to fruition. For instance, there are certain antitrust
enforcement risks highlighted by transactions that were opposed
by the Federal Trade Commission (FTC). An example is automobilerelated software provider Solera Holdings, Inc.’s 2012 acquisition of
Actual Systems of America, Inc, which the FTC challenged for being
anticompetitive. It was only in October 2013, over a year after the
acquisition was completed, that the FTC issued a final order settling these
charges. Tax issues can also affect the success of a transaction because
these impact a target’s purchase price and the deal’s profitability.
Valuation gaps are also an ongoing concern for both buyers and
sellers. Although the economy is gaining momentum, there is still
some uncertainty about the extent of economic recovery, so buyers
remain averse to taking on risk by paying high prices for acquisitions.
“Current valuations are very high; even though the market has
improved, market fundamentals do not align with the high purchase
prices that sellers demand. Their valuations are based on future
market performance,but the buyers are willing to pay based on
prevailing market conditions,” says an investment banker.
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Beach > Boardroom

Navigate your deals no matter where you are in the world
Venue is the global virtual data room solution enabling your deal team to work faster and stay on track for
a deal of any size, at any time. Backed by RR Donnelley, the world’s largest integrated communications
company and a $10.5 billion corporation, we offer end-to-end resources and services unique to the industry, including:
Mobile — Venue mobile allows you to manage your documents and users no matter where you are, in a
variety of different languages. Whether you are rushing to a meeting—or in the midst of travel— access
your Venue data room in a familiar and easy-to-use interface from any IOS device.
The Venue Executive Suite — Leverage the enhanced functionality of the intuitive Venue interface to
deliver even more control over and access to your multiple Venue data room projects from the executive
level dashboard.
User activity reports — We now offer even better insights into the user behavior of your Venue data
room. Every aspect of document access is tracked and reported in easy-to-use formats.
Security — Workspace owners now have enhanced capabilities in managing and viewing group permissions for users, as well as managing if and how these users can e-mail data room files.
One-click translations—Continue to leverage the RR Donnelley global footprint to help you do business
anywhere in the world, easily and securely, with our translations services. Our linguists translate documents
within a Venue data room in over 140 languages—with a simple click.
For more information please visit www.venue.rrd.com.

2014 Notable Announced M&A in the room
Venue® data room: A special report
Exelon acquires Pepco
April 30, 2014

Target: Pepco Holding
Financial Advisor for Target: Lazard;
Morgan Stanley
Counsel for Target: Covington & Burling
LLP; Davis Polk & Wardwell LLP; Sullivan &
Cromwell LLP
Financial Advisor for Buyer: Barclays;
Goldman Sachs; Loop Capital Markets
Counsel for Buyer(s): Baker Botts LLP;
Fried Frank Harris Shriver & Jacobson
LLP; Kirkland & Ellis LLP; Weil Gotshal &
Manges LLP
Industry: Energy; Utilities (other); Electrical
power; Transmission; Integrated utilities

IBM acquires Cloudant
February 24, 2014

Target: Cloudant Inc.
Financial Advisor for Target: Union

Square Advisors LLC

Counsel for Target: Perkins Coie LLP

Warburg Pincus acquires
Electronic Funds Source
April 16, 2014
Target: Electronic Funds Source LLC
Financial Advisor for Target: Goldman Sachs;
SunTrust Robinson; Humphrey Capital Markets; Wells
Fargo Securities, LLC
Counsel for Target: Harwell Howard Hyne Gabbert &
Manner PC; White & Case LLP
Financial Advisor for Buyer: Credit Suisse; Deutsche
Bank AG
Counsel for Buyer: Cleary Gottlieb Steen & Hamilton LLP
Private Equity for Buyer: Warburg Pincus LLC
Advisor for Seller(s): FJ Capital Management LLC;
CTP Holdings LLC; First Data Transportation Services Inc.
Industry: Services (other); Transportation; Business
support services; Other services

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.

Mallinckrodt Plc acquires
Questcor Pharmaceuticals, Inc.
April 7, 2014

Target: Questcor Pharmaceuticals
Financial Advisor for Target: BofA Merrill
Lynch; Centerview Partners
Counsel for Target: Latham & Watkins LLP;
Matheson Simpson Thacher & Bartlett LLP
Financial Advisor for Buyer(s): Barclays
Counsel for Buyer(s): Arthur Cox; Wachtell
Lipton Rosen & Katz
Industry: Medical: Pharmaceuticals; Drug
development; Drug supply

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

Private Equity Seller(s): Avalon Ventures Inc.; Devonshire Investors; In-Q-Tel
Inc.; Samsung Venture Investment Corporation; Toba Capital; Y Combinator LLC

Private Equity Seller(s): BC Partners Limited; Silver
Lake Partners

Counsel for Buyer: Skadden Arps Slate
Meagher & Flom LLP

Private Equity Buyer: Partners Group Holding

Counsel for Buyer: Cravath; Swaine &

Financial Advisor for Buyer: Barclays; JP Morgan;
LionTree Advisors LLC

Financial Advisor for Buyer: Financo
Inc.; Goldman Sachs; Guilfoil Petzall &
Shoemake

Moore LLP

Industry: Computer services; Data

processing

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

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

Counsel for Target: Simpson Thacher & Bartlett LLP

Counsel for Buyer: Kirkland & Ellis LLP
Industry: Medical; Services (other)

Groupon acquires ideeli
January 13, 2014

Industry: Consumer: Other; Apparel
Clothes; Household products

Sandvik acquires Varel
January 7, 2014

Target: ideeli

Target: Varel

Counsel for Seller: Wachtell; Lipton; Rosen
& Katz

Counsel for Seller: King & Spalding LLP

Counsel for Buyer: DLA Piper
Private Equity Seller(s): Betaworks Studio,
LLC; Credit Suisse; Highbridge Principal
Strategies Growth Equity; Kodiak Venture
Partners; Next World Capital; StarVest
Partners, L.P.; The Cue Ball Group
Industry: Consumer: Retail Internet / ecommerce; Apparel; e-retailing; Other retailing of consumer products and services

Or visit www.venue.rrd.com
Venue demo (audio enabled):
https://Venue.RRD.com/Demo

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

Financial Advisor for Buyer: Morgan
Stanley
Counsel for Buyer: Morgan Lewis & Bockius
LLP
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

Deals. Done. Simple.

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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