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FOREWORD
Welcome to the newest edition of the Wolf Theiss 
Corporate Monitor’s M&A Spotlight on CEE/SEE.

As in previous years, the Wolf Theiss Corporate Monitor provides an 
in-depth survey of the current and prospective M&A environment in 
Central, Eastern and South-Eastern Europe (“CEE/SEE”). Together with 
Mergermarket, we have analysed the M&A environment in 2016 and 
the outlook for 2017 in each of the countries that make up the region. 
In order to shed more light on statistical trends and to correlate them 
with actual experiences in completing deals, we have interviewed 
dealmakers from a range of industries as well as private equity firms 
who are routinely involved in regional corporate acquisitions.  

CEE/SEE saw a very strong M&A market in 2016, in part benefiting from 
a favourable global transactions trend but also on the back of Central 
Europe being host to stable and rapidly growing economies that 
offer attractive opportunities on their own merit. This trend is widely 
expected to continue in 2017 even though there is some uncertainty in 
trying to assess the potential implications of shifting policy approaches 
of the new US administration, the outcome of elections in France and 
Germany and the United Kingdom’s structuring of its exit from the EU.

While it is a region with a distinct profile for global investors, the 
countries making up CEE/SEE offer a wide variety of investment 
opportunities that depend on the size of the particular local market, 
the level of industry consolidation, access to funding and corporate 
governance considerations. The Corporate Monitor accordingly looks 
at both the region as a whole and the key factors that affect M&A 
transactions on a national level by drawing upon the most recent 
experience of dealmakers on the ground. 

We hope you will enjoy reading the Wolf Theiss Corporate Monitor’s 
M&A Spotlight on CEE/SEE and that it will provide you with practical 
guidance in evaluating the potential for completing transactions in a 
very attractive and emerging region. 

Kind regards,

Horst Ebhardt
Wolf Theiss
Tel: +43 1 515 10 5100
Email: horst.ebhardt@wolftheiss.com

Horst Ebhardt
Wolf Theiss
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SURVEY  
FINDINGS

METHODOLOGY
In H2 2016, Mergermarket surveyed 150 senior-level executives about their 
experiences and outlook on M&A in the Central Eastern European region. Half of 
the respondents were based in the CEE region, while the other half was drawn from 
outside of the region. One third of the respondents are part of private equity firms, 
while the remainder is comprised of corporate respondents.

All participants in the survey have made at least one acquisition in the CEE region 
over the past 12 months or were considering to make one in the next two years.

The survey included a combination of qualitative and quantitative questions and 
all interviews were conducted over the telephone by appointment. Results were 
analysed and collated by Mergermarket and all responses are anonymised and 
presented in aggregate. 
 
GDP figures cited in the report are based on projections valid as of January 2017. 
Sources: European Commission, World Bank, IMF



M&A activity in Central and Eastern Europe 
(CEE) was lively in 2016 amid wider international 
political headwinds and global economic 
uncertainty. Both domestic and inbound buyers 
had a strong appetite for corporate growth 
through M&A, drawn by the region’s large 
consumer markets which are showing promise 
with GDP growth rates above the EU average. 
Dealmakers’ confidence sent deal value soaring 
to €38.3bn, up 62% from €23.6bn in 2015. In line 
with global trends, volume remained fairly even 
year-on-year, with 507 deals, compared to 516 in 
2015 but still 8% above volume in 2014.

In a year which saw a number of high-profile 
deals from Asia into Europe, Japanese brewing 
giant Asahi’s acquisition of the CEE business of 
fellow brewer Anheuser-Busch InBev was the 
largest inbound deal of the year. The €7.3bn 
transaction was more than twice as big as the 
next largest, the €3bn acquisition of Polish online 
retailer Allegro by a consortium of UK private 
equity (PE) firms. In all, there were eight deals 
worth more than €1bn. 

And indeed, PE interest underpinned much of 
the activity in 2016 and heated up competition 
for quality targets. This has been a strong year 
for CEE PE deal volume with 103 deals, for a 
combined deal value of €11.3bn – the highest for 
the region on Mergermarket record. 

Appetite for dealmaking in the region is 
remarkably high – almost all respondents in our 
survey (98%) say that they are more likely to 
invest in the region again following their most 
recent deal. Poland, Austria, and the Czech 
Republic, the region’s largest economies, are seen 
as the most attractive markets for buyers. Austria 
is regarded by 41% of respondents as the best 
gateway for M&A in CEE, suggesting that Vienna 
still holds an edge as the region’s financial capital.

In terms of sectors, technology, media and 
telecoms (TMT) and consumer are still the biggest 
attractions for dealmakers. TMT has been an 
M&A mainstay in the region for some time, with 
large legacy operators – some being privatised – 
and lively start-ups all competing for attention.

But with many big privatisations on hold and 
start-up activity largely accounting for small 
values, dealmaking in the sector in 2016 was 
dominated in value terms by private transactions 

of well-established companies, such as the €600m 
acquisition of Austria’s Automic Software by US-
based CA Technologies from EQT Partners, one 
of the biggest TMT deals of the year. Switzerland’s 
Ringier acquired an 87% stake in Romania’s 
Realmedia Network, owner of online real estate 
platform imobiliare.ro for €31m from a local wing 
of US fund NCH Capital in what some considered 
a start-up acquisition, though the site is now the 
Romanian market leader.

Consumer companies are benefiting from 
their resilience to recession, and, as the 
aforementioned Asahi deal proves, strong local 
players continue to draw international buyers.

In line with the strength of TMT as a sector, the 
leading driver of M&A in the region is a target’s 
intellectual property (IP) or technology, cited 
by 28% of respondents. This suggests that CEE 
is developing strong innovative companies. 
Poland, in particular, is seen as a major hub for 
digital success. 

Nonetheless, there are challenges for investors, 
particularly for PE firms. These include limited exit 
opportunities and, not-unrelated, underdeveloped 
capital markets. Most stock exchanges in the 
region have relatively low liquidity, making 
IPOs less attractive, and start-ups remain over-
dependent on government and EU funding.

In terms of overall challenges to M&A in the 
region, the majority feel that the competitive 
bidding environment is hampering deals. This 
reflects the limited number of targets as well 
as the strong and diverse investor presence, 
including PE funds, strategic investors, and 
other financial players interested in the region. 
When it comes to regulatory challenges, more 
than a quarter of CEE-based respondents say 
tax compliance is their top regulatory challenge 
(28%), while inbound investors have to contend 
with strict labour regulations (22%). International 
financial institutions such as the International 
Monetary Fund (IMF) regularly call for labour 
liberalisation in the region, but progress has 
been patchy. 

Looking ahead to the coming year, investors 
believe that distressed opportunities are expected 
to grow, which should be of particular interest to 
buyout firms – Ukraine, Poland and Romania are 
seen as the key locations for these types of deals. 

INTRODUCTION
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SURVEY FOCUS
Austria, the Czech Republic and Poland are most frequently targeted 
by buyers, due to the market size and ease of doing business, but other 
countries such as Romania also boast investment allure with high GDP 
growth and growing consumer appetite. A large infrastructure gap and 
regulatory red tape in general remain challenges for dealmakers.

Investors’ experience of dealmaking in CEE 
in 2016 has been extremely positive, though 
regulatory issues remain challenging. Almost 
all respondents (98%) say that their previous 
M&A experience would make them more  
likely to invest in the region again, while  
76% say that previous experience would  
make them more likely to invest in the same 
country again.

Indeed, a number of respondents note the 
potential across the region as a whole, and not 
just the bigger economies. “We are definitely 
looking to invest in the region again,” says 
the director of strategy and growth of a 
US corporation. “Despite facing problems, 
companies here have potential and the regional 
markets offer huge opportunities in different 
sectors. There are positive signs that are helping 
lift companies’ and market confidence.” Many 
of those who say they are less likely to invest 
in the same country again note their positive 
experience in that market and their desire to 
explore a different country within the region.

AUSTRIA ON TOP
However, it is the two largest economies in the 
region, Austria and Poland, that are still the  
most popular destinations for both corporate 
and PE investors. Nearly a third (32%) of PE 
respondents made their most recent acquisition 
in Austria, while 22% name Poland. Over a 
quarter of corporates (26%) made their most 
recent investment in Poland, with 19% having  
targeted Austria.

Austria’s high per-capita income and strategic 
location, and Poland’s strong growth story – a 
number of agencies have forecast GDP growth of 
between 3% and 3.6% in 2017 – and a market of 
39 million people are key factors.

“The reason we have chosen Poland is because 
it has been growing swiftly and the government 

How has your previous M&A experience in your most 
recent country impacted upon your CEE strategy? 
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DEAL EXPERIENCE

in this market has been making changes 
to regulations, which have improved the 
investment climate,” says the managing director 
of a US-based PE fund.

PE firms are also drawn to Romania, which has 
seen one of Europe’s highest GDP growth rates in 
recent years. The European Commission forecasts 
GDP growth for 2016 to be 5.2%. Allied to this 
growth story, Romania’s population of nearly 20 
million, diversified economy, and location between 
the Balkans, Central Europe, and the former Soviet 
Union, are all competitive advantages, while 
a robust anti-corruption campaign has helped 
address what was once one of the biggest risks to 
doing business in the country.

Corporates, meanwhile, show particular interest 
in the Czech Republic, with its relatively affluent 
domestic market, strong manufacturing base, 
and central geographical location that has 
made it an important export centre for over a 
century. The country has the second-highest 
GDP per capita in CEE after Austria, according 
to the World Bank, and some 16% of corporate 
respondents made their most recent acquisition 
in the country.

Region

Country
24%

76%

98%

2%

  More likely to invest again    Less likely to invest again



In which country was your most recent  
investment/acquisition?

  Private Equity    Corporate

Bosnia and
Herzegovina

Serbia

Croatia

Albania

Slovak
Republic

Bulgaria

Ukraine

Czech
Republic

Slovenia

Hungary

Romania

Poland

Austria

22%

6%

12%

32%

19%

26%

16%

7%

9%

6%

6%

3%

6%

8%

4%

4%

4%

4%

2%

2%

1%

1%

“We are attracted to the Czech Republic 
because of the capital availability, growth 
achieved, and opportunities opening up. 
In addition, infrastructure in the country is 
good,” says the CFO of an Irish corporate.

SECTOR WATCH
Two thirds (64%) of respondents’ most 
recent deals were concentrated in just three 
sectors: TMT, consumer, and industrial and 
chemicals. TMT offers an appealing range 
of targets, from privatised legacy operators 
to new tech start-ups which are blossoming 
across the region. Many increasingly have 
international networks.

“We wanted to acquire a company that 
had the potential for global reach,” says 
the executive vice-president of an Indian 
corporate that made an acquisition in the 
TMT sector. “Today, the target is a leading 
brand. It advises international companies  
on strategy and process optimisation, and 
also provides transformation solutions  
to businesses.”

Consumer companies tend to weather 
economic slowdowns and recession better 
than most, due to stable demand. Across 
the region, there are a range of appealing 
targets including established local players 
requiring an injection of capital and 
technology transfer, to companies that  
have been foreign-owned for a while but 
have become available due to global 
restructuring. Industrial and chemical 
companies leverage the region’s export 
advantages, including location, lower 
production costs than in Western Europe, and, 
in some cases, robust government support. 
The Serbian government, for example, has 
improved highways around Fiat’s plant in 
the centre of the country as part of a €1bn 
investment deal, while Poland provides 
tax breaks in certain areas and grants for 
creating jobs.

MID-MARKET MAINSTREAM
The majority of deals in CEE continue to  
take place in the mid-market. Only 2%  
of PE funds and 3% of corporate respondents’ 
most recent acquisitions were over  
US$1bn while only Asahi’s purchase of 
Anheuser-Busch InBev can be classed  8



In which sector was your most recent 
investment/acquisition?
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Construction

Agriculture

Leisure

Real estate

Transportation

Financial services

Business services

Energy, mining and utilities

Pharma, medical and biotech

Industrial and chemicals

Consumer

TMT

25%

20%

19%

12%

5%

4%

3%

3%

3%

3%

2%

1%

What deal-size was your most recent acquisition 
in the CEE region? 

Less than $50m

$50m – $250m

$251m - $500m

$501m- $1bn

$1bn+

34%

56%

46%

46%

2%

2%

1%

3%

6%

4%

  Private equity firm    Corporate

as a true megadeal. Targets over US$500m 
are also rare apart from some major 
privatisations; only 17 of the year’s 507 deals 
exceeded half a billion euros, according to 
Mergermarket data. 

The majority of PE firms’ most recent 
acquisitions were worth less than US$50m,  
with some 56% in this category, compared  
to 46% of corporates. Corporates were more 
likely to spend more in the upper-middle 
market – perhaps due to greater spending 
power and more favourable cash balances – 
46% of corporates say they shopped in  
the US$50m-US$250m category compared to 
only 34% of PE firms.

IN THE WAY OF M&A
While the CEE region has been an attractive 
proposition over the past year, investors 
still face a range of challenges. Preparing 
transitional service agreements (TSA) is the 
most oft-cited obstacle – almost half (48%) 
of respondents identify TSAs as a barrier to 
dealmaking. Existing regulatory and legal 
issues come in a close second (45%). Different 
working cultures and compliance challenges 
are also cited as deal blockers.



10

What type of seller was involved?

What were the challenges in completing your most recent deal in that country? 

  Private equity firm    Corporate

94%

6%

73%

27%

Privately owned business

Publicly listed business

 Availability of financing

 Transparency issues

 Changes in regulation

 Length of transaction

 Different working cultures

 Compliance challenges

 Agreeing on warranties
and indemnities

 Existing regulatory/
legal obstacles

 Preparing transitional
service agreements 48%

45%

42%

39%

37%

32%

30%

26%

11%

“REGULATORY AND LEGAL 
OBSTACLES INTERFERED 
WITH THE DEAL, SO IT TOOK 
A LONG TIME TO COMPLETE 
AS THERE WERE QUITE A FEW 
LEGAL OBSTACLES.”

CFO, Czech corporate



“We were restructuring our business and this 
proved to be a challenge because of the rules 
and regulations in place,” says the CFO of a 
Czech corporate. “Regulatory and legal obstacles 
interfered with the deal, so it took a long time  
to complete.”

Familiarity with regional markets is clearly an 
advantage when it comes to the thorny issue of 
enforcing contracts. Overall, half of respondents 
say that it is difficult to enforce contract claims in 
regional courts. However, the proportion rises to 
a striking 72% for inbound investors, compared to 
just 30% for CEE-based players. This represents an 
increase on last year – 58% of foreign buyers cited 
difficulties in the same survey in 2015.

Many investors emphasise the importance 
of having an experienced legal team with 
knowledge of the target market working on 
deals. Out of those that say they find contract 
enforcement fairly easy, many point out that their 
legal advisers had made the process smoother.

“We give the credit to our legal advisers and 
the M&A team who have been working on this. 
They made the enforcement of contract claims 
in the region's court really easy to handle,” says 
the CFO of a French corporate. “Despite the laws 
being different and with limited openness, we 
were still able to handle the issues well.” 11
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Regional CEE buyer

Foreign buyer

Somewhat
difficult

27%

Somewhat
easy

54%

Very
easy

16%
Very difficult

3%

Very difficult

9%
Very easy

Somewhat
difficult

63%

Somewhat
easy

21%

7%

In your experience, how difficult is it to enforce contract 
claims in the region’s courts?



Private equity (PE) activity in the CEE had a 
particularly strong year. There was a nine-
year-high with 103 deals announced, while 
deal value reached €11.3bn, the highest 
value on Mergermarket record.

“PE buyers are very keen on CEE,” says a 
partner at an Austrian PE fund. “One of 
the reasons for this is that markets here are 
more stable than they used to be. Moreover, 
sectors like TMT, healthcare, and agriculture 
are growing incredibly well. CEE, despite 
being affected by problems, has been able 
to achieve growth through various measures 
adopted by governments in the region.”

Several respondents comment that their 
confidence in expanding in the region has 
been strengthened by getting experience on 
the ground, and the positive outcome of past 
investments. Major PE acquisitions included 
the year’s second-biggest deal, the €3bn 
purchase of Polish e-commerce outfit Allegro 
Group by UK-based PE companies Cinven 
Partners, Permira Advisers, and Mid Europa 
Partners. The investors say that they were 
looking to capitalise on the rapid growth of 
e-commerce in Poland from a relatively low 
base, capitalising on market-leader Allegro 
Group’s brand recognition, strong business 
model, and experienced management 
team. Meanwhile, the seller, South African 
media company Naspers, is pursuing a 
strategy of profit-taking on its investments as 
it faces growing pressures from competition 
and depreciation of currencies in its key 
African markets. The deal also represented a 
successful exit for Poland-based, CEE-focused 
PE fund Enterprise Investors.

In other sectors, Germany’s Allianz Capital 
Partners led a consortium with Italian 
natural gas infrastructure company Snam 
for the €601m acquisition of a 49% stake in 
Gas Connect Austria from Austrian energy 
company OMV. Mid Europa Partners 
continued its expansion in the regional 
consumer sector with the €533m purchase 
of Profi Rom Food, a Romanian supermarket 
chain, from Poland’s Enterprise Investors. 
Profi is Romania’s fastest-growing retailer, 
focusing on rural areas in which modern retail 12

68%

20%

12%

What type of private equity deal was it?

How long do you plan to be invested in this 
asset (from purchase to exit)? 

6-7 years4-5 yearsLess than 3 years

28%

48%

24%

PRIVATE EQUITY

  Leveraged buyout

  Secondary buyout

  Buy and build
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Which sectors do you think will be the most attractive in the CEE region over the 
next 12 months? (Top two) 

"THE CEE, DESPITE BEING 
AFFECTED BY CERTAIN 
PROBLEMS, HAS BEEN ABLE 
TO ACHIEVE GROWTH 
THROUGH VARIOUS 
MEASURES ADOPTED  
BY GOVERNMENTS IN  
THE REGION."

Partner, Austrian PE firm 

penetration has been low. Mid Europa intends 
to leverage its experience of expanding retailers 
in the region, following its successful 2011 
investment in Polish convenience retailer Zabka.

LEVERAGED BUYOUTS ON THE RISE
The majority of deals in the region undertaken 
by respondents were through leveraged 
buyouts – accounting for 68% of respondent 
funds’ most recent deals, up from 54% in 2015. 
Some 20% were secondary buyouts, and the 
remaining 12% buy-and-build. 

On the whole, PE investors have a medium-
term perspective, with most expecting to exit 
in four to five years (48%) or six to seven  

Business services

Construction

Financial services

Real estate

Industrial and chemicals

Pharma, medical and biotech

Energy, mining and utilities

Consumer

TMT

56%

42%

28%

26%

18%

14%

12%

2%

2%



years (28%), while the remainder are eyeing 
a sale within three years. On the whole, 
growth in CEE is not so rapid that swift exits 
are highly profitable, though this varies  
from sector to sector and country to country; 
for example, Bulgarian tech companies  
have been growing at double-digit rates in 
recent years.

There were 52 exits in 2016, up from 42 in 
2015, according to Mergermarket data. 
Combined exit value also more than doubled 
to €4.7bn year-on-year. Among the biggest 
deals of the year was TPG Capital and 
Ivanhoe Cambridge’s sale of Czech logistics 
property company PointPark Properties 
to Singaporean sovereign wealth fund 
GIC Private for €2.4bn. Other major exits 
included Swedish PE fund EQT Partners’ sale 
of Austria’s Automic Software to US-based CA 
Technologies for €600m.

TMT AND CONSUMER RULE 
PE investors expect to do deals in a range 
of industries in 2017 but two in particular 
stand out. The TMT and consumer sectors 
are expected to be particularly promising 
for buyout firms in 2017, say 56% and 42% of 
respondents, respectively. “The technology 
sector is expected to be one of the most 
attractive sectors in CEE as a rising number of 
new private funds are targeting the region,” 
comments a partner at a UK-based PE firm. 
“This might give an upward lift to telecoms 
and technology prospects across the region.”

The expectation is that EU funding for the 
CEE region's burgeoning tech start-ups will 
taper down in the coming years, leading 
governments and sector players to put a 
stronger emphasis on attracting private 
capital. Several PE respondents anticipate 
that the tech sector will continue to grow 
as CEE-based companies increase their 14

56%

48%

42%

30%

18%

4%

2% Lack of
profitability

 Lack of local
fundraising

 Scarcity of
suitable targets

 Rising valuations

 Red tape/
administrative

challenges

 Underdeveloped
capital markets

 Limited exit
opportunities

What do you consider as the two main obstacles for private equity in 
the CEE/SEE region? 



15

SU
R

V
E

Y

international sales, and companies in  
the region accelerate the integration of  
new technologies.

Meanwhile, many PE firms are exploring 
the consumer sector as it promises relatively 
steady economic growth as citizens’ spending 
power increases, at a time when inflation is 
at an historic low in many countries. Local 
players with strong domestic brands continue 
to seek international partners for expansion 
and technology transfer.

DEAL OBSTACLES
Despite PE’s exceptional performance in 2016, 
funds still report that exits can be a challenge, 
with limited opportunities a factor; 56% of 
respondents cite this as the biggest obstacle to 
dealmaking in the region. The second-biggest 
perceived obstacle is underdeveloped capital 
markets (48%), and the third, red tape and 
administrative challenges (42%).

The shortage of exit opportunities is partly 
linked to the issue of limited capital markets, 
as relatively illiquid and thinly traded stock 
exchanges make IPOs of companies owned by 
PE funds considerably less attractive.

“One of the main obstacles for PE in CEE is the 
underdeveloped capital markets of this region,” 
says a partner in a UK PE fund. “Most of the 
region’s stock markets are small with very low 
daily turnover compared to stock exchanges 
from developed markets. Moreover, these stock 
exchanges have failed to attract SMEs.”

Some stock exchanges in the region are 
looking to scale up, which may broaden exit 
opportunities for PE in the medium term. 

In September 2016, the Bucharest Stock 
Exchange (BVB) was put on the FTSE Watch 
List for possible reclassification from frontier 
to secondary emerging market (EM) status, 
thanks to the bourse’s efforts “to develop 
a capital market infrastructure which 
meets the needs of international portfolio 
investors”. Achieving EM status from the 
main international stock exchange rating 
institutions would be a major boost for the BVB, 
broadening the range of institutional investors 
able to invest on it, through opening to those 

restricted to EM bourses. In 2014, the BVB 
announced a roadmap for achieving EM status 
on the MSCI rankings, though progress has 
been slower than hoped, partly due to IPOs of 
major state-owned companies being delayed.

Proposed mergers of some regional stock 
exchanges – including Vienna’s with Warsaw’s 
and Sofia’s with Istanbul’s – that might have 
boosted liquidity and strengthened capital 
markets, have been called off or postponed. 
Meanwhile, in some countries, such as Serbia, 
stock markets have become more marginal, 
with several major delistings in recent years.

"THE TECHNOLOGY SECTOR 
IS EXPECTED TO BE ONE 
OF THE MOST ATTRACTIVE 
SECTORS IN CEE AS A RISING 
NUMBER OF NEW PRIVATE 
FUNDS ARE TARGETING  
THE REGION."

Partner, UK PE firm



The TMT and consumer sectors have been the 
big stories in CEE M&A over the past few years 
and will continue to be so in 2017, according 
to our survey. The three most important factors 
driving M&A in the region are the target’s IP 
or technology, say 28% of respondents, market 
share (27%), and brand (27%). The importance 
placed on technology demonstrates the 
importance of the TMT sector in the region. 

“The prime driver for M&A is technology,” says 
the CFO of one Austrian corporate. “There 
are many developments taking place here 
technology-wise. CEE has turned out to be 
one of the strongest and most popular places 
for outsourcing due to the growth in technical 
expertise and the relatively low costs.”

Others say that they look for targets with 
strong technology as companies with less 

technological capacity require heavy 
investment to bring them up to standard, or 
because technology is simply an essential 
component for success in any industry. 

“Technology seems to have taken a front seat 
in almost all countries and sectors,” says the 
head of finance at an Austrian corporate. 
“The advancement and developments that 
are taking place in technology are helping 
firms gain a competitive advantage, and this 
is what we look for in a region like CEE.”

Brand and market share are particularly 
important in sectors such as consumer and 
retail. For example, the biggest deal of 2016, 
Asahi’s €7.3bn acquisition of the CEE business 
of Anheuser-Busch InBev, gives the Japanese 
brewer control of brands such as the Czech 
Republic’s iconic Pilsner Urquell, which is 

16

DEALMAKING STRATEGY

 Restructuring potential

 Target’s physical assets

 Target’s domestic
distribution channels

 Target customer base

 Target’s regional
distribution channels

 Attractive valuation

 Target’s market
share/position

 Target brand

 Target IP/
technology

28%

27%

27%

26%

23%

19%

19%

17%

13%

What will be the two most important drivers for your next acquisition  
in the CEE region? 
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marketed globally, and Poland’s Kompania 
Piwowarska, and makes it the market leader in 
both countries. 

Similarly, the target in the second-largest 
deal, Allegro Group, is the region’s biggest 
homegrown e-commerce company, and 
Powszechny Zaklad Ubezpieczen and the Polish 
Development Fund’s purchase of a 32.8% stake 
in Bank Pekao for nearly €2.4bn gives the 
buyers a holding in the second-biggest bank in 
a sophisticated and growing market.

DEAL DESTINATIONS 
In terms of geography, Poland is the country 
of most interest to buyers, according to 33% of 
respondents, followed by the Czech Republic 
(17%). That Poland retains such strong 
attraction to investors despite recent political 
issues including anti-government street protests 
and serious disputes over the constitution 
is indicative of the market’s competitive 
advantages including size, economic growth, 
and infrastructure.

But despite moves to develop Warsaw as the 
region’s financial capital, Austria is considered 
the top gateway for expansion into the CEE by 
41% of respondents, with Poland cited by 33%. 

In which country are you currently looking for 
new opportunities?  

Croatia

Albania

Bosnia and
Herzegovina

Serbia

Slovenia

Ukraine

Bulgaria

Slovak
Republic

Hungary

Romania

Austria

Czech
Republic

Poland 33%

17%

16%

8%

6%

5%

5%

3%

3%

1%

1%

1%

1%
Hungary

Romania

Czech
Republic

Poland

Austria 41%

33%

19%

5%

2%

Which country do you consider to be the 
best gateway for expansion in the CEE 
region?  
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Please rate the countries according to the following factors: (Scale 1-10, 10=most favourable)

4.93

4.8 4.92

4.55

Ukraine

3.58

3.63 3.92

3.40

3.29

3.46 3.68

3.40

Serbia

4.33

4.59 4.85

4.6

Slovak Republic

3.94

4.15 4.47

4.05

Bulgaria

5.93

5.73 5.84

5.42

Czech Republic

6.27

6.18 6.37

5.9

Austria

6.58

6.44 6.53

6.21

Poland

5.36

5.13 5.16

4.86

Croatia

5.22

5.15 5.32

4.91

Romania

5.49

5.43 5.62

5.17

Hungary

Albania

4.35

4.65 4.99

4.6

Slovenia

3.81

4.1 4.43

4.07

Bosnia and Herzegovina

  Openness to investment

  Level of infrastructure

  Ease of managing compliance/regulatory processes

  Average 



Nonetheless, the latter’s strengths as an entry 
point are growing.

“Poland is one of the best gateways into the 
region due to its stable political, regulatory 
and legal environment, and its geographical 
proximity to other countries,” says the CEO of a 
Bulgarian corporate.

Indeed, Poland and Austria’s popularity are 
borne out by their ratings in terms of openness 
to investment, ease of managing compliance, 
and level of infrastructure. On a scale of 1 (least 
favourable) to 10 (most favourable), Poland gets 
an average 6.44 while Austria receives 6.18.

The most important factor for buyers considering 
markets in CEE is the level of economic growth, 
cited by 21% of respondents. It is particularly 
important for inbound players (29%). Hence 
higher-growth markets such as Poland and 
Romania are seeing more activity. The second 
most important factor is a stable regulatory 
and legal framework (15%), and the third, the 
availability of distressed assets for sale (14%).

CLOUDS ON THE HORIZON
While the M&A market was firm in 2016, and 
there is a good degree of confidence about 2017, 
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What are the factors that will most impact your choice of country for your next deal? 

there are widespread concerns about economic 
risks in the CEE. When asked about the biggest 
challenges to implementing their overall CEE 
strategy, two thirds of respondents say that a 
difficult economic environment is a leading 
challenge to their strategy, while 62% cite the 
uncertainty surrounding the eurozone and the 
potential impact of Brexit. Buyer/seller valuation 
gaps are also a major concern, say 59%.

While the UK is not a major investor in many 
CEE countries, its likely exit from the European 
Union has shaken confidence across Europe. 
The eurozone is, by a significant margin, the 
biggest trading partner and investor in the 
region (and includes Austria, Slovenia and the 
Slovak Republic), so concerns about the single 
currency’s future weigh heavily.

“Uncertainty surrounding the eurozone and Brexit 
are the biggest challenges to our CEE strategy,” 
says the CFO of a German TMT company. “Post-
Brexit, there is a heightened uncertainty about 
the future political and economic landscape in 
Europe. Business confidence in the CEE region is 
likely to be hit hard and near-term investment 
plans have been scaled back. Moreover, M&A 
activity across Europe as a whole could be 
severely impacted post-Brexit.”

Availability of government subsidies

Availability of local financing

Favourable taxation laws

Stable political environment

Level of infrastructure

Skill and cost of local labour force

Investment-favourable regulation

Availability of distressed assets for sale

Stable regulatory/legal framework

Level of economic growth/GDP per capita 21%

15%

14%

10%

9%

9%

7%

5%

5%

5%
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 Uncertain regulatory environment

 Lack of suitable targets

 Reputation management

 Political trends

 Currency risk

 Large administrative burden

 Challenging compliance management

 Competitive bidding environment 51%

41%

39%

34%

32%

29%

25%

21%

What do you perceive as the biggest challenges to implementing your CEE strategy in general? 

 Ability to raise funds

 Sanctions regimes
involving Russia

 Transparency issues

 Strong state involvement

 Buyer/seller valuation gap

 Uncertainty surrounding the
eurozone/impact of Brexit

 Difficult economic environment 67%

62%

59%

36%

35%

34%

19%

What do you perceive as the biggest challenges to investing in your next country of choice? 
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Which compliance/regulatory processes do you 
consider to be the most challenging to manage 
in your next country of choice? 

Export controls

Health & safety
regulations

Money laundering
regulations

Import controls

Bribery & corruption
regulations

Data and privacy
protection regulations

Environmental
safety regulations

Tax compliance

Intellectual
property law

Antitrust compliance

Labour regulations

29%

13%

17%

4%

9%

7%

5%

8%

3%

1%

1%

12%

14%

12%

7%

8%

9%

4%

5%

5%

4%

23%

The main challenge for dealmakers in specific 
countries stems from the competitive bidding 
environment – say 51% of respondents. The 
strength of valuations in sectors such as TMT 
and consumer, strong inbound activity by 
competitive Chinese buyers, a burgeoning 
start-up culture in some countries alongside 
distressed opportunities, and the overflowing 
war chests of global PE and corporates have 
only exacerbated the challenge. 

“The market has grown at a very rapid pace 
and has created many opportunities for 
companies,” says the CEO of a Hungarian 
industrial company. “This has led to an 
increase in competition, which has pushed 
up prices of assets and this has affected our 
expansion as we are unable to raise the 
amounts we need from the market.” 

The biggest regulatory challenge for CEE-
based investors is tax compliance, say 29% 
of respondents, while inbound players cite 
labour regulations (23%). Some countries in the 
region have notoriously complex tax codes, 
and tough penalties for non-compliance, while 
labour restrictions continue to be a challenge 
in countries such as Croatia.

“Taxes have been an issue in the CEE region. 
Countries have enforced their own tax 
systems along with the EU tax structures, and 
this has increased costs and led to us paying 
double taxes,” says the CFO of a Czech 
corporation. “Labour regulations have also 
been an issue and, with the current labour 
laws, the cost has increased the overall costs 
for the company.”

  Inbound   CEE



Distressed debt opportunities continue to 
interest investors, particularly regional 
players. Over half of respondents (56%) 
expect distressed debt opportunities in the 
region to increase in 2017, with only 11% 
expecting them to narrow. 

Ukraine’s serious economic crisis means it 
is expected to lead the pack in distressed 
debt-related deals (47% of respondents 
agree). Non-performing loans (NPLs) are 
an astonishing 30%-plus of total gross loans, 
according to the World Bank. Though this is 
expected to fall in 2017, there is still a lot of 
bad debt to clear up, and the scale of the 
problem suggests that distressed sales will 
be necessary, whereas other countries have 
managed NPLs without widespread fire-sales.

“The Ukrainian economy is facing extreme 
volatility,” says the managing director of 
a US PE firm. “Most of the companies are 
not able to sustain their base as they were 
doing business with Russia. There is a lot of 
pressure building up on the businesses in 
the coming months and there will be many 
firms that decide to divest their business in 
order to sustain, as well as recover from the 
losses, and also pay off their debts.”

Respondents were asked to cite the top two 
countries in the region with the potential 
for most distressed debt opportunities –
after Ukraine, the Czech Republic (28%) 
and Poland (27%) rank second and third, 
despite their relatively robust economies. 
Bank restructurings in South Eastern Europe, 
particularly Romania and Slovenia, may 
also see increased activity.

Region-wide, the energy, mining, and 
utilities sector is expected to see the most 
distressed debt activity (60%), in an 
environment of low oil, commodities, and 
electricity wholesale prices, despite partial 
rebounds. The likelihood of a recovery in 
prices in the longer term may make many 
assets in the sector attractively priced for 
those willing to endure lower returns in the 
short term. 

The capital-intensive industrial and 
chemicals sector is cited by 45% of 
respondents, perhaps reflecting an expected 
squeeze between higher interest rates 
and slower global demand as economic 
headwinds increase.

DISTRESSED DEBT 
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Decreasing
number of distressed debt

opportunities for buyers

Remain the same

Increase somewhat

Increase significantly 11%

45%

33%

11%

What do you think will happen to distressed debt opportunities in the 
region in 2017? 
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In which country do you expect to find the  
most opportunities for restructuring over the  
next 12 months? (Top two) 

In which sector do you expect to find the  
most opportunities for restructuring over  
the next 12 months? (Top two) 

 Leisure

 Business services

 Agriculture

 Construction

 Consumer

 Transportation

TMT

 Real estate

 Pharma, medical and biotech

 Financial services

 Industrial and chemicals

 Energy, mining and utilities

60%

45%

29%

17%

15%

7%

5%

5%

5%

4%

3%

3% Slovenia

 Slovak
Republic

 Bosnia and
Herzegovina

 Bulgaria

 Serbia

 Romania

 Croatia

 Austria

 Hungary

 Poland

 Czech
Republic

 Ukraine

9%

47%

28%

27%

23%

19%

15%

10%

7%

5%

5%

2%



Despite potential global headwinds from 
Brexit, the uncertainty of policy change 
under a Trump administration, debt in 
emerging markets, rising interest rates,  
and the eurozone’s continuing travails, 
investors remain upbeat about the outlook  
for financing in Central and Eastern Europe 
for 2017. 

Some 47% of respondents believe that 2016 
saw a similar fundraising environment to 
2015, and 36% perceive an improvement. 
Only 17% feel that the environment became 
more difficult.

Looking forward, a striking 65% expect the 
fundraising environment for M&A to improve 
in 2017. Some 32% expect much the same as 
2016, and only 3% expect a slight downturn. 
Respondents give a range of reasons for 
their confidence in the outlook, including 
sustained economic growth, growing 
liquidity, government encouragement of 
M&A (including in banking consolidation), 
and the strong dollar making transactions in 
Europe cheaper.

“The fundraising environment for dealmaking 
in the CEE region will improve moderately 
over the next 12 months led by improved 
financing conditions, high levels of cash 
reserves on corporate balance sheets and, 
in PE and investment funds, rising levels of 
investment returns, and strong equity market 
performance,” says the strategy director of  
a Serbian corporation. 

PAYMENT STRATEGIES
When asked how they were likely to fund 
their next acquisition in the region, 65% of 
respondents say that bank funding would 
play a role, 64% cite cash reserves, 56%  
debt markets, and 43% state PE financing. 
But when asked to choose the most important 
source of funding, 25% say private equity, 
25% cash reserves, 23% bank funding and 
20% debt markets. 

Only 7% overall say that they might turn to 
public markets, for example through IPOs, 
and only 1% say that this will likely be 
their main source of deal financing. This is 24

FINANCE AND OUTLOOK

36%
Easier than

in 2015

17%
Harder than

in 2015

47%
The same
as 2015

Slightly more difficult

Remain
the same

Improve
somewhat

Improve
significantly 9%

56%

3%

32%

How did you perceive the fundraising 
environment for dealmaking in 2016 compared 
to the previous year? 

How do you think the fundraising environment 
for dealmaking in the CEE region will change 
over the next 12 months? 
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indicative of the relative weakness of stock 
exchanges in the region, a chicken-and-egg 
issue, as the exchanges are unlikely to grow 
and mature without further IPOs. 

Conversely, low interest rates have made bank 
financing relatively affordable, while encouraging 
players to use their cash reserves to invest. “Bank 
funding is the most trustworthy financing source,” 
says the head of finance at a Chinese industrial 
company. “And the rate of interest is usually less 
than the other financing sources.”

It is possible that bank lending will tighten 
from 2017, following the US Federal 
Reserve’s move to increase interest rates in 
December 2016, followed by a forecast of 
three more raises in 2017. However, there 
is some scepticism about the Fed’s forecast, 
given global economic headwinds, and the 
European Central Bank and most major CEE 
central banks that set their own rates have 
shown little sign of aiming for significant rises 
in the near future.  

Decent profits in recent years thanks to 
recovering economic growth mean that many 
companies looking for deals are fairly cash-
rich, while global PE funds have built up 
substantial stocks of dry powder. Combined 
with relatively affordable valuations of 
targets in some cases, there are still ample 
opportunities to finance acquisitions without 
recourse to third-party financing.

“A large part of our next acquisition will  
be made from our own capital,” says the  
CEO of a Czech consumer company. “We  
have been growing well in the Czech market 
and have generated a large amount of 
capital. We will be able to use a large part of 
this to fund our next acquisition and will use 
other options to raise whatever amounts we  
do not have.”

THE DIRECTION OF M&A IN 2017
The direction of origin for deals may also  
be changing – though, slowly. As we have 
noted in previous reports, there is growing 
interest from Asian markets in investing in  
CEE, particularly from China. Chinese 
companies often see CEE as a gateway to 

 Family offices

 Public markets
(including IPO)

 Asset-based
lending financing

 Private equity
investment

 Debt markets

 Cash reserves

 Bank funding

43%

56%

64%

65%

18%

5%

7%

How are you planning to finance your next 
acquisition in the region?  



Europe, where they can establish their 
presence before expanding, and countries 
including Hungary, Serbia, and Romania 
have been courting Chinese investment with 
increased zeal. 

“China’s investment in the CEE region has 
increased significantly over the past years 
and is likely to grow slowly given the number 
of projects in the pipeline,” says a CFO of 
a German media company. “Co-operation 
between China and CEE countries has been 
growing rapidly and is expected to increase 
further over the next few years.”

Recent deals include the bid for a  
51% stake in Kazakhstan-owned Romanian  
oil and gas company KMG International  
by CEFC China Energy company. The 
purchase of a 34% stake in Polish leisure 
company AmRest Holdings by Mexico’s 
FCapital Lux may be indicative of growing 
interest in the region from other major upper-
middle income economies.

Nonetheless, traditional sources of inbound 
investment continue to dominate. For 2017, 

almost half of all respondents (48%) think 
that the majority of inbound M&A capital 
will come from the rest of Europe. The 
region’s integration with the rest of Europe, 
in particular Austria and Germany, and 
relatively high growth rates, makes it a 
natural destination for European capital, 
particularly for investors facing sluggish 
growth at home. 

“The majority of inbound deals into the CEE 
region will come from the rest of Europe,” 
says the CEO of a Belgian company. “Due 
to the problematic condition that European 
companies have faced, they will be looking 
for expansion, and this leads them to do M&A 
deals in CEE. It’s the only way they will be 
able to grow.”

Growth figures for some of the region's leading 
markets look positive by the standards of 
much of Western Europe. The European 
Commission expects Romania to gain GDP 
growth of 3.9% in 2017 and 3.6% in 2018. Its 
forecast for Poland is 3.4% and 3.2%, and all 
CEE EU member states with the exception of 
Austria are expected to top 2% in 2017.

26

48%

35%

16%

1%

From which region do you think the majority of inbound deals 
into the CEE region will come in 2017?  

  Rest of Europe

  North America

  Asia-Pacific region

  Latin America
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Central and Eastern Europe’s M&A market 
performed well in 2016, despite global political 
and economic uncertainty. Key markets such 
as Poland, the Czech Republic, and Romania, 
continued to grow firmly, while smaller economies 
such as Croatia and Serbia saw accelerated 
growth. Sectors such as TMT, consumer and 
industrial and chemicals, traditionally strong  
in the region, continued to prosper.

Activity is widely expected to continue its upward 
trajectory in 2017, as companies and funds 
deploy capital stocks to move for targets that 
are well placed to take advantage of sustained 
economic growth and trends such as the 
spread of technology, ageing populations, and 
increasingly integrated global supply chains.

A number of trends can be identified from our 
survey. First, the TMT and consumer sectors are 
likely to remain focuses of M&A activity, thanks 
to their growth rates, resilience to economic 
volatility, and the relative availability of targets. 
Tech companies continue to flourish in CEE, and 
with EU funding tapering down, will increasingly 
seek private sources of funding. There are likely 
to be growing opportunities from distressed debt, 
particularly in the energy and utilities sectors, 
and, to a lesser extent, in the financial services 
sector, as well as in Ukraine and Serbia, where 
the burden of NPLs remains huge.

Second, while the regulatory environment has 
improved in recent years, enhancing the region’s 
competitive advantages as an investment 
destination, challenges remain. Labour and tax 
legislation are particularly thorny. The choice of 
an experienced and professional legal advisory 
for M&A is clearly an important element in this, 
as our respondents’ comments show.

Third, despite the generally positive outlook, 
downside risks are present. CEE’s connection 
to the eurozone is generally a competitive 
advantage, but also makes it more vulnerable to 
shocks to the fragile single currency zone. Brexit 
is likely to take a clearer shape in 2017, and 
may hamper growth continent-wide. The many 
uncertain elements of a Trump presidency also 
weigh on the outlook, particularly for countries 
such as Ukraine.

Fourth, regional capital markets and particularly 
stock markets remain underdeveloped. This is 

an issue for investors buying listed companies, 
PE funds and others looking for future exits. 
Bourses in Austria and Poland look somewhat 
more robust, while Romania is making efforts 
to upgrade, but the process is a slow one, and 
in many countries the local stock exchange is 
barely traded.

Finally, healthy cash stocks and enthusiasm 
for dealmaking is only likely to increase M&A 
competition in the region. Competition for limited 
targets is already cited as a major challenge by 
many players; as it intensifies, once-attractive 
valuations may be getting pushed up further.

CONCLUSION



COUNTRY  
M&A FOCUS
We explore the dealmaking environment in the region as a whole 
and in each of the individual countries – from Albania to Ukraine.
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The Central and Eastern European M&A market 
was buzzing with activity in 2016 as new and 
established players vied for targets, driving up 
value to a nine-year high.

The global economy has slowly improved despite 
volatility in global stock markets at the beginning 
of 2016, and the CEE region has not only been 
resilient in recent years but most countries in 
the region have had firm local demand and 
increased exports. 

Promising GDP projections for many of the region’s 
countries, EU market access, and supply chains still 
on the brink of digital disruption have underlined 
corporate dealmakers’ confidence and also drew 
in droves of private equity (PE) investors.

The winding down of PE-investment cycles and 
improved valuations, as well as competitive 
bidding by cash-rich international corporate 
buyers, have been a major driver for deal value. 
While CEE remains a focus for mid-market deals, 
the number of deals above €1bn doubled from 
four in 2015 to eight in 2016.

Meanwhile, 2016 deal volume dipped only 
slightly (2%) year-on-year to 507 deals. Poland, 
the Czech Republic and Austria together made up 
65% of the CEE region’s deal count. However, that 
should not overshadow the lively M&A market 
many other regional markets had in 2016. For 
example, Romania’s share of total M&A increased 
from 6% in 2015 to 9% in 2016, and Croatia had a 
record number of deals. 

At the same time, deal value rocketed to €38.3bn 
for the full year after several big-ticket deals came 
to the fore in Q4. 

The fallout from larger global deals, such as 
the merger between SABMiller and AB InBev, 
is also sparking dealmaking activity, including 
the announcement of Japanese brewer Asahi’s 
€7.3bn agreement to buy Anheuser-Busch InBev’s 
CEE businesses. 

Deals such as this have improved the market 
share of the consumer sector, which now 
accounts for almost a quarter (24%) of total 
M&A value in CEE and 17% of deal value. This 
demonstrates the confidence investors have in the 
region’s large consumer markets and the ability 
to grow brands across borders. Energy was the 
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second-most active sector in the region by value, 
mainly due to shareholder consolidation in Czech 
energy company EPH that was announced 
towards the end of 2016. In addition, a plethora 
of renewable assets across the region, both wind 
and solar installations, changed hands – and 
PE was a notable bidder in the subsector. For 
example, in Croatia, French renewables fund 
Mirova Eurofideme 3 acquired a 78MW windfarm 
in Croatia, while Italian utility Enel Green Power 
acquired a 42MW windfarm portfolio in Bulgaria. 

The industrial and chemicals sector also had 
a strong year, making up 17% of total M&A 
volume. The automotive segment featured 
strong, as in previous years, with many European 
inbound buyers looking for small- and medium-
sized enterprises to supplement their own 
supply chains. Chinese buyers were actively 
looking for technology in this sector. Austria-
based manufacturer of compressor systems 
Leobersdorfer Maschinenfabrik AG was scooped 
up by Kaishan Compressor for €23m.

Looking ahead, the slight increase in oil prices 
may be a blessing for exporters but could 
weigh on current accounts of energy-importing 
countries and balance sheets of companies 
which have benefited from cheaper fuels over 
the past two years.
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Distressed deals and consolidation in the financial 
services sector also drove dealmaking in several 
countries such as Austria, Poland and Ukraine. 
For example, the Polish government has made 
several key acquisitions to wrestle banks into 
domestic ownership. These included Powszechny 
Zaklad Ubezpieczen SA and Polish Development 
Fund’s bid for a 32.8% stake in Bank Pekao from 
Italian bank UniCredit for €2.4bn.  

There was mixed news for privatisations. In 2016, 
Bosnia-Herzegovina sold tobacco maker Fabrika 
duhana Sarajevo for €55m to Austrian company 
CID Adriatic Investments and Croatia sold off 
more tourism assets – however, Ukraine’s push 
to privatise fertiliser Odessa Portside Plant failed. 
Several tenders are in the pipeline for 2017, such as 
a potential relaunch of Slovenian bank NLB and a 
stake in Serbian pharma company Galenika.

CHINA ON A ROLL
Inbound deals from China more than doubled in 
2016 with 16 announced deals. Combined deal 
value from inbound Chinese investors was also the 
highest since 2011 accounting for more than €1bn.

In November, at a summit in Latvia, the Industrial 
and Commercial Bank of China announced the 
launch of a €10bn investment fund for the CEE 
region. The China-CEE fund will be managed by 
Sino-CEE Financial Holdings, a company established 
by the bank earlier in 2016, and officially launched 
by Chinese Premier Li Keqiang during the summit 
in Riga. The fund plans to raise €50bn in project 
finance for sectors such as infrastructure, high-tech 
manufacturing and consumer goods.  

“China has the advantage of cost-effective 
equipment and capacity while Central and 

Announced 
date

Target company Target 
sector

Target 
country

Bidder company Bidder 
country

Seller 
company

Seller 
country

Deal 
Value 

€m

13/12/2016 Anheuser-Busch InBev 
NV (Central and East 
European Beer Business)

Consumer Czech 
Republic

Asahi Group Holdings, Ltd. Japan Anheuser-
Busch InBev 
NV

Belgium 7,300

14/10/2016 Allegro Group Sp. z oo TMT Poland Cinven Partners LLP; Permira 
Advisers LLP; Mid Europa 
Partners LLP

UK Naspers 
Limited

South 
Africa

2,949

05/09/2016 Conwert Immobilien 
Invest SE

Real estate Austria Vonovia SE Germany 2,858

07/11/2016 PointPark Properties 
s.r.o.

Real estate Czech 
Republic

GIC Private Limited Singapore TPG Capital 
LP; Ivanhoé 
Cambridge

USA 2,400

08/12/2016 Bank Pekao SA (32.8% 
Stake)

Financial 
services

Poland Powszechny Zaklad 
Ubezpieczen SA; Polish 
Development Fund S.A.

Poland UniCredit 
Group

Italy 2,382

17/10/2016 Energeticky a 
Prumyslovy Holding, 
a.s. (35% Stake)

Energy, 
mining & 
utilities

Czech 
Republic

EP Investment S.a r.l.; EP 
Investment 2 S.a.r.l.

Czech 
Republic

Milees Limited Slovak 
Republic

1,862

17/10/2016 Energeticky a 
Prumyslovy Holding, 
a.s. (30% Stake)

Energy, 
mining & 
utilities

Czech 
Republic

Energeticky a Prumyslovy 
Holding, a.s.

Czech 
Republic

Biques 
Limited; EP 
Investment 
S.a r.l.; Milees 
Limited

Czech 
Republic

1,500

17/10/2016 EP Infrastructure, a.s. 
(30% Stake)

Energy, 
mining & 
utilities

Czech 
Republic

Consortium of investors led 
by Macquarie European 
Infrastructure Fund 5

Australia Energeticky 
a Prumyslovy 
Holding, a.s.

Czech 
Republic

1,500

18/10/2016 Multimedia Polska S.A. TMT Poland UPC Polska Sp. z o.o. USA 695

12/07/2016 AmRest Holdings NV 
(34.29% Stake)

Leisure Poland FCapital Lux S.a.r.l. 
(former Cullinan S.A R.L.)

Mexico 619

Top 10 CEE deals 2016
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Eastern European countries need to raise their 
level of industrialisation,” said Premier Li Keqiang.

The region is also now central to the ‘New Silk 
Road’ initiative, which seeks to develop transport 
infrastructure to link Chinese factories to customers 
in Western Europe.

Chinese companies are willing to take over 
existing transport companies to secure new trade 
routes. For example, Chinese conglomerate CEFC 
China Energy Company took an 80% stake in 
Czech rail transport business TSS Cargo for €240m.

Changes in the Chinese economy and shifts in 
consumer demand have also led companies 
to search the globe for investment in consumer 
goods. For example, an undisclosed bidder 
from China secured a 70% stake in Bosnia-
Herzegovina based cattle and dairy company 
Farmland for €24m from FL Grupa d.o.o. and 
holding company Farmland.

PE BONANZA
When Western Europe is overshadowed by 
uncertainty from political events such as Brexit,  
the emerging markets of Eastern Europe take on  
a whole new appeal – particularly for PE buyers.

PE deal value reached a record high with 
€11.3bn, according to Mergermarket data, from 
103 deals. Volume is 14% up on 2015 and the 
highest total since 2007. 

In the technology sector, PE firms Cinven, 
Permira, and Mid Europa bought Polish online 
retailer Allegro from South African Naspers for 
€3bn. Allegro promises good returns in a market 
largely untapped by e-commerce and this deal 
may serve as a bellwether for the region’s rising 
tech and software start-up community. 

Many of the traditionally strong sectors in the CEE 
region such as manufacturing, automotive and 
retail are benefiting from disruptive technology. 
E-commerce and IT outsourcing are rapidly 
developing, while industrials see the opportunity to 
use digitalisation to improve niche manufacturers 
and suppliers and logistics providers.

Real estate AgricultureTransportation

Leisure Construction

Pharma, medical & biotech

Energy, mining & utilitiesBusiness services

Financial servicesTMTConsumerIndustrial & chemicals
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Albania continues to oscillate in the range of one to three deals per 
year, with two inbound acquisitions in 2016. 
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International multilateral development banks 
and foreign financial institutions are still the 
most prominent stakeholders in the country’s 
M&A market. Much of the foreign investment 
in the past has been directed towards energy, 
transport and logistics initiatives, usually in the 
public domain.

In April 2016, the Deutsche Investitions- und 
Entwicklungsgesellschaft (DEG), Germany-based 
airport developer, and operator AviAlliance and 
the Albanian American Enterprise Funds (AAEF), 
sold their stakes in Tirana International Airport to 
Keen Dynamics, a Hong Kong-based company 
investing in airports, and a joint venture of China 
Everbright Limited, and Friedmann Pacific Asset 
Management for an undisclosed sum. Pending 
government approval, Keen Dynamics will take 
over the concession for Tirana airport until 2025.

Last year’s interest by Asian buyers in Europe 
and the CEE region has been unprecedented 
and has also affected Albania, as the region 
is a component in supporting China’s One 
Belt One Road (OBOR) initiative of investing in 
geostrategic infrastructure.  

Further along China’s OBOR initiative, Geo-Jade 
Petroleum Corporation, a China-based entity, 
agreed in March to purchase for €431m Albania-
focused Canadian exploration and production 
company Bankers Petroleum1.

Albania is looking to develop onshore and 
offshore resources in the Adriatic and Ionian 
seas, where Royal Dutch Shell is already 
exploring, and has awarded several licences in 
2016. Shell Upstream Albania has also agreed 

to acquire all of Canada-based exploration 
company Petromanas’ Albanian assets2.

Meanwhile, in Q3 Turkish Ionian Gas Company 
bought a 75% stake in the Albanian gas assets of 
TransAtlantic Petroleum, a Texas-owned oil and 
gas exploration company, for €11m.  

“These deals may have exhausted the scope for 
oil and gas acquisitions for a while due to our 
market’s limited size”, advises Sokol Nako, partner 

ALBANIA
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at Wolf Theiss in Albania. “We expect very little 
acquisition interest in the sector for 2017,” he says.

On the bright side, a positive GDP growth 
trajectory of 3.4% is projected for 2016 and 3.7% 
for 2017, according to IMF Data.

The country also moved up a whopping 32 ranks 
in the World Bank’s Doing Business 2017 – to 58. 
Contract enforcement, resolving insolvencies 
and protecting minority investors have slipped 
slightly, while getting electricity, dealing with 
construction permits and paying taxes have 
improved in ranking.

Nevertheless, much of Albania’s legislation is 
widely harmonised with the EU and the country 
is party to many international conventions and 
treaties; protection of IP rights and arbitration 
awards are generally well enforced. And 
indeed, following parliamentary approval 
for justice reforms in July, in November the 
European Commission recommended the launch 
of EU accession negotiations.

Maintaining momentum remains key for 
Albania and this means pushing for structural 
reforms and fighting corruption to enable a 
competitive private sector. 

“So far dealmaking in Albania has been 
hampered by economic slowdown, while 
the political and regulatory environment has 
been improving, as noted by the most recent 
European Commission report. The opening 
of negotiations for EU membership will likely 
increase the size of the M&A market in Albania. 
However, negotiations are expected to take 
place only after the 2017 parliamentary 
election,” says Sokol Nako.

The fortunes of Albania’s M&A market are also 
expected to continue to hinge on the future 
developments of other Southern European 
countries with which it has close economic ties 
such as Italy and Greece.
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1 Not included in deal count due to target Bankers Petroleum listing on the Toronto Stock Exchange.
2 This transaction falls outside Mergermarket’s official inclusion criteria and is therefore not included in the deal count.
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Strong interest from inbound investors from around the world keeps 
the Austrian M&A market lively. 

Deal value more than doubled in 2016 to 
€7.2bn, up from €3.4bn, amid slightly more 
normalised deal volume following strong deal 
flow in Austria as well as globally in 2015.

Inbound deals made up more than half of 
Austria’s M&A market with Germany being the 
most active originator. Germany also made 
the year’s biggest acquisition with German 
residential real estate firm Vonovia’s €2.9bn 
bid for Austrian real estate developer Conwert 
Immobilien Invest. Vonovia expects substantial 
financial synergies of up to €6m to be realised in 
2017, partly through refinancing Conwert.

The Austrian real estate sector is undergoing 
consolidation and attracted the highest 
combined deal value, making up 53% of 
Austria’s total M&A value in 2016.

The country’s second-biggest deal also came 
from the real estate sector with the merger of 
two domestic players, Immofinanz and CA 
Immobilien Anlagen, in a deal worth €604m.

Other property sector deals included the 
acquisition of Centrice Real Estate by US-based 
private equity player Lone Star Funds for €350m 
from Heta Asset Resolution, the government bad 
bank established to manage the NPL portfolio 
of Hypo Alpe-Adria, an Austrian bank that was 
dissolved in 2014.

Michael Lind, a partner at Wolf Theiss in Austria, 
comments that the winding down of the Austrian 
bad bank Heta is getting to a more advanced 
stage. “Austrian banks, many of them active 
in the CEE region, have increasingly cleaned 

up their balance sheets. But there are still some 
opportunities for restructuring and distressed 
debt, in particular in the leisure industry and in 
retail,” Lind says.

Austria also attracted some Chinese interest in 
its industrial businesses, which is generally the 
country’s busiest M&A sector. “Due to Austria’s 
stable economy and its tradition of a strong 
middle market made up by companies that are 
very successful in international niche markets, 
Austrian targets enjoy healthy valuations,” 

AUSTRIA

GDP GROWTH 
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comments Horst Ebhardt, partner at Wolf Theiss. 
“There is appetite from both strategic buyers 
and PE firms when Austrian companies come 
up for sale. Often such companies have a 
leading position in the technology sector or in a 
manufacturing niche market,” he says. 

Landmark deals in the industrial space included 
the acquisition of a 95.5% stake in Leobersdorfer 
Maschinenfabrik by Kaishan Compressor (Hong 
Kong) from German PE firm HQ Equita GmbH  
for €23m. 

In another inbound deal from China, Chinese 
automotive component manufacturer Anhui 
Zhongding Holding announced the acquisition 
of Austria Druckguss, a manufacturer of die-
casting automotive components. The takeover 
will enhance Zhongding’s footprint in Europe, 
and complement its value chain with original 
equipment manufacturing. 

“It is fair to say that there are strong indications 
that Asian buyers will be very active in the 
near future and also more and more successful 
in auction processes as they become more 
accustomed to local practices,” comments Lind.

Major deals also took place in the energy and 
transport sectors. A consortium of Allianz Capital 
Partners, the private equity wing of Austrian 
insurer Allianz, and Italian gas supplier Snam 
paid €601m for a 49% stake in Gas Connect 
Austria, which operates gas transmission and 
distribution systems, through a competitive 
auction. The seller was Austrian energy 
company OMV, which is restructuring its gas 
business to reduce exposure to the regulated gas 
market, and will boost its cash flow and financial 
stability through the sale. 

Allianz owns a 60% stake in the consortium, and 
its investment is indicative of a growing trend of 
insurance companies looking to boost revenues 
through participation in the infrastructure sector, 
at a time of low interest rates.

“There are also companies and financial 
institutions with strategic goals that cause 
them to identify and sell non-core assets,” says 
Ebhardt. “The Gas Connect transaction is one 
such transaction as OMV, on the back of a low oil 
price, is raising cash and reducing debt by way 
of disposals in a number of markets.”

Major outbound deals from Austria include 
the merger of Brazilian mining firm Magnesita 
Refratarios S.A. and RHI AG with a transaction 
value of €938m, and the purchase of Singapore-
based Heptagon Micro Optics Pte by Austrian 
ams AG with a transaction value of €786m. 

“We have a positive outlook on the transactions 
environment in Austria and CEE region due to 
firm GDP growth and the improving economic 
situation in Europe overall. The region continues 
to be very attractive as it offers significant 
growth potential locally, relative stability and 
export access to the EU market,” says Ebhardt.
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BOSNIA AND 
HERZEGOVINA
New players in Bosnia and Herzegovina have livened up the M&A 
market in 2016. Deal count has increased to five deals worth more 
than €85m in 2016, up from two acquisitions in 2015.

Looking back a few years, Austrian and German 
investors were among the leading investors in 
Bosnia-Herzegovina.

“While this is still the case, now investments also 
come from other former Yugoslav countries, 
including Croatia, especially where strong former 
Yugoslav brands are concerned, and from 
the Middle East and China,” comments Naida 
Custovic, partner at Wolf Theiss in Sarajevo.

With the enduring low-interest rate in Europe, 
European buyers and private equity funds are 
scouting for transactions in both the established 
CEE markets and also the smaller non-EU 
countries of the region. 

“Bosnia and Herzegovina sees an increase 
of interest from international investors, 
with our market typically being a part of a 
multijurisdictional transaction,” says Custovic.

Larger transactions remain government 
sponsored, such as the sale of a 39.9% stake in 
tobacco producer Fabrika duhana Sarajevo 
in September to Austrian investment holding 
company CID Adriatic Investment, a subsidiary of 
British American Tobacco, for €55m.

A significant number of M&A transactions have 
a restructuring background which often provides 
an opportunity to acquire assets at a significant 
discount. A larger restructuring transaction 

occurred in July, with the sale of Hotel Holiday Inn 
Sarajevo by former Austrian Heta Asset Resolution, 
part of Hypo Alpe-Adria’s insolvency proceedings, 
to Hotel Europe Sarajevo, for an undisclosed 
amount. Hotel Europe Sarajevo is expected to 
invest €2.6m to renovate the Holiday Inn. 
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“Primarily due to Middle Eastern investors 
and a few local players, M&A activities in the 
leisure sector will continue in 2017. Besides 
this, we expect more significant investments in 
real estate – again driven primarily by Middle 
Eastern investors – and M&A activities due to 
privatisations,” comments Custovic.

Privatisations via the stock exchange also remain 
most common. After a failed attempt in July, the 
government in October successfully concluded 
the sale of a 19.25% stake in pharma company 
Bosnalijek to the Malta-based financial services 
provider KBC Euro Credit Capital via the stock 
exchange.

In Bosnia-Herzegovina as elsewhere in the region, 
2016 brought considerable interest from Chinese 
buyers. A China-based undisclosed bidder 
acquired a 70% stake in Farmland, a cattle 
farmer and dairy producer, from FL Grupa and 
Farmland, for an estimated €24m.

However, the limited size of targets in the country 
may lead to cross-border deals spanning 
several CEE countries rather than smaller-sized 
acquisitions in the domestic market. “Most of 
the local enterprises seem to be rather small for 
typical Chinese investments and so we would 
rather expect to see Chinese investors in larger 
regional deals than in solely local transactions,” 
says Custovic.

The separation of Bosnia into two entities 
(Federation of Bosnia and Herzegovina and 
Republika Srpska), with different legal regimes 
and a lack of harmonisation between the  
two, remains one of the ongoing challenges  
for investors.

But further reforms in the area of labour 
regulations, social contributions, taxes as well as 
in financial services and banking are expected to 
progress in 2017.

“Labour laws in Bosnia and Herzegovina are 
rather strict and therefore limit investments and 
restructuring activities that would be required in 
a number of the large local enterprises including 
the state-owned entities,” says Custovic. 

Bosnia-Herzegovina maintains a pipeline of 
potential privatisations and ongoing restructuring 
efforts, which is expected to support M&A activity 

in 2017. The privatisation of insurer Sarajevo 
Osiguranje has been unsuccessful so far but is 
on the agenda again for 2017, along with other 
potential entities such as Aluminij, Energoinvest 
and BH Telecom.
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Deal flow in Bulgaria remained steady compared with the  
previous year, amid a large number of corporate inbound  
deals in manufacturing, technology and healthcare.

Bulgarian deal volume was up 6% on 2015 with 
18 deals, but garnered slightly lower deal value 
at €928m.  

“The Bulgarian M&A market in 2016 focused 
on transactions between local groups and debt 
restructuring rather than new investment and 
privatisations,” comments Richard Clegg, partner 
at Wolf Theiss in Bulgaria.

Aside from local-to-local transactions, most 
M&A was driven by corporate foreign direct 
investment, particularly in technology, 
consumer goods, IT outsourcing and healthcare. 
Among the largest transactions in Bulgaria 
were acquisitions by Turkish healthcare group 
Acibadem of Tokuda Group and City Clinic 
Group, creating the largest healthcare provider 
in Bulgaria. In addition, Belgium’s Spadel Group 
bought bottled water company Devin Water 
from US PE firm Advent International for €112m. 

Meanwhile, activity in the start-up and early-
round funding of Bulgaria’s blossoming tech sector 
continued in 2016. However, it was at a quieter 
pace as venture capital funds active in this space 
are supported by the European Investment Fund 
(EIF), and were obliged to reapply for funding. 
Nevertheless, inbound buyers targeted software 
businesses and IT services. The year kicked off with 
one such deal with the acquisition of Bulgarian 
IT consultancy Infopartners by France-based IT 
services company Atos, for an undisclosed sum. 

The latest round of EIF fundraising by VC funds 
is expected to be completed in the first quarter of 
2017, which could reinvigorate the tech sector.

“Bulgaria continues to have successful and 
rapidly growing IT and outsourcing sectors,” says 
Clegg. “In 2015, Bulgaria became one of the 
leading outsourcing destinations in Europe, and 
the sector employs approximately 40,000 people 
and accounts for over 3% of GDP.”

Manufacturing has performed well in recent 
years, particularly the automotive components 
and electronics sectors, which are important 
employers and export earners. Bulgaria 
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capitalises on the advantages of EU membership 
and relatively low costs of labour, as well as 
improving infrastructure.

The energy sector also experienced solid 
dealmaking in 2016, with several renewable 
assets exchanging hands. Italian utility Enel 
Green Power scooped up two windfarm portfolios 
with a combined generation capacity of 49MW, 
and Luxembourg-based PE fund Solar World 
Invest Fund SIF (SWIF) acquired two 5MW utility 
scale systems projects from ReneSola, a China-
based company engaged in the manufacturing 
of solar panels, for €5m.

“The year was marked by increased 
liberalisation of the electricity market, which 
was further improved by the creation of the 
electricity exchange. Now approximately 56% of 
the electricity is traded on the liberalised market. 
This brought significant increase in electricity 
trading and many new foreign companies into 
the market,” says Clegg.

The energy sector has been dogged by 
inconsistent policymaking in recent years, but 
greater clarity on privatisations is expected, as 
well as secondary transactions in the renewables 
sector. China and African countries are expected 
to become increasingly active. Chinese players 
have already established a presence in  
sectors including renewable energy and 
automotive manufacturing.

Overall, deal activity is expected to pick up 
in 2017, says Clegg. “In the fourth quarter of 
2016, a number of pending transactions were 
unlocked, bringing strong assets onto the market 
in the financial services, production and energy 
sectors,” he says.

The financial sector in particular could see strong 
valuations, with the completion of the Bulgarian 
National Bank’s asset quality review in August 
2016 providing further impetus for consolidation 
in a fragmented sector. And indeed, late 
December ushered in the largest financial 
services deal and most valuable Bulgarian 
transaction of the year, when Belgium-based 
KBC Group acquired National Bank of Greece’s 
United Bulgarian Bank for €610m.

The presidential election of 2016 did not 
cause any great disturbance to dealmaking 

sentiment, but following the stepping down of 
the government, a snap parliamentary election 
is now due in the spring. 
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Croatia had a record year of deal flow underpinned by strong activity 
in the tourism and energy sectors.

With a steady increase in M&A activity over  
the past three years, Croatia closed 2016 with  
a record number of 21 deals, up 24% from 2015. 
But the value of disclosed deals plummeted to 
€233m in 2016 from €913m in 2015. 

Dealmaking picked up in the past few years 
as Croatia belatedly emerged from the global 
economic crisis, following six years of recession, and 
spurred by its accession to the EU in 2013. However, 
Croatia’s exposure to eurozone vulnerabilities is 
considerable, given its close economic ties to Italy 
and the country’s banking sector.

Privatisation has played a role in M&A, with 
the government looking to sell off remaining 
assets in some sectors that have long been open 
to private competition, and open up others to 
private investment. 

However, two parliamentary elections within a 
year, the most recent in September 2016, slowed 
some of the larger mooted privatisations such 
as Petrokemija and Croatia Airlines as political 
uncertainty reduced investment appetite. 

But the newly installed right-of-centre government 
of Andrej Plenkovic is publicly committed to 
reform, and combined with recovering economic 
growth, the outlook for 2017 is positive.

The country’s booming tourism sector was a major 
locus of activity in 2016, with consumer companies 
and renewable energy also yielding deals.

For example, Netherlands-based PPHE Hotel 
Group, which owns the Park Plaza hotels brand, 
took a 59.32% stake in hotel and resort company 

Arenaturist, through its acquisition of an 80% 
stake in WH/DMREF Bora for €117m. 

Another landmark deal in the sector was the 
second-biggest transaction, the acquisition of a 
50.08% stake in hotel operator Imperial from the 
government by Valamar Riviera, one of Croatia’s 
leading tourism companies, and pension fund AZ 
Obvezni Mirovinski Fondovi, for €35m. The deal is 
indicative both of the tourism sector’s growth, and 
the government’s privatisation drive.
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Other transactions included the purchase 
of Radisson Blu Resort & Spa Dubrovnik Sun 
Gardens by an undisclosed Chinese bidder from 
Austria’s Erste Group Bank, and Teri-Trgovina’s 
acquisition of the Grand Hotel Adriatic, in Opatija 
on the Gulf of Kvarner, from Slovenia’s Istrabenz 
Turizem for €12m.

“Tourism is making a strong contribution to GDP 
and buyers, both domestic and inbound, are 
attracted to the sector, looking for sustainable 
segments of the industry such as high-end 
resorts,” says Zagreb-based Wolf Theiss 
partner Luka Tadic-Colic. Eastern and South-
Eastern Europe are expected to continue to 
see increasing tourism as Western European 
holidaymakers currently prefer the region to 
other Mediterranean geographies such as Turkey 
and North Africa.”

US-headquartered Morgan Stanley also homed 
in on the sector with Morgan Stanley Real Estate 
Investing acquiring a 55% stake in the Punta 
Skala1 hotel resort on the Adriatic Coast, thereby 
creating a joint venture with Austrian hotel 
operator Falkensteiner Michaeler Tourism Group.

“In a way, it is a milestone that the real estate 
market, and in particular the hotel and leisure 
segment, is showing signs of recovery and 
raising interest from prominent international 
investors,” Tadic-Colic says. “There are also 
still quite a lot of failed or troubled real estate 
developments that are on the market and can 
be purchased at a significant discount.”

Similar to other CEE countries, renewable 
energy assets exchanged hands as the sector 
undergoes significant regulatory changes, as 
it has elsewhere in Europe. This has stalled 
development of new windfarms, even for those 
already licensed for development, so activity has 
focused on the secondary market as investors 
reshuffle their positions. 

French PE fund Mirova Eurofideme 3 took a 49% 
stake in RP Global Austria, giving it access to 
the latter’s 78MW Croatian wind portfolio, while 
Israel’s Enlight Renewable Energy took a 90% 
stake in the 49MW Lukovac windfarm in the 
Split-Dalmatia area.

“We believe that the energy sector is likely to 
grow considering the recently awarded tenders 

for onshore drilling in addition to the general 
liberalisation of the energy market,” adds 
Tadic-Colic. 

And indeed, the pipeline for 2017 appears 
set fair. For example, the government has 
announced its intention to repurchase shares 
in Croatian oil and gas company INA from its 
former strategic partner MOL, following the 
loss in a large arbitration dispute. “It seems 
that the plan will involve the sale of the 25% 
shareholding in HEP, the state-owned electricity 
conglomerate, in order to finance this re-
purchase,” says Tadic-Colic. He also notes that 
the proposed Krk LNG terminal continues to be 
of interest to investors, though this strategically 
important project has been held back by politics 
and financing issues.

The last week of December also saw a takeover 
bid that may bring in more consolidation deals 
in the banking sector in 2017. Hungarian OTP 
Bank’s Croatian subsidiary OTP Bank Hrvatska 
announced its intention to acquire Splitska Banka 
from Societe Generale for an undisclosed amount.
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1 This deal is not included in the deal count due to Mergermarket inclusion criteria.
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CZECH  
REPUBLIC
M&A in the Czech Republic reached a record high in 2016, with 
business confidence at an eight-year peak and increased interest  
from Asian buyers over the past two years.

It has been a robust year of economic growth 
for the Czech Republic, with anticipated GDP 
growth of 2.2%, M&A activity was stable 
throughout the year, but several big-ticket deals 
in Q4 drove combined value to record highs. 

In a highly competitive bidding process for 
Anheuser-Busch InBev’s Central and Eastern 
European businesses, Japanese brewer Asahi 
succeeded with its €7.3bn offer in December. The 
deal includes Czech Plzensky Prazdroj, which 
brews the popular Pilsner Urquell lager brand, 
as a majority business, but is part of a larger 
portfolio cutting across a number of countries 
within the CEE region.  

Other inbound acquisitions were the €2.4bn 
buyout of Czech real estate developer  
PointPark Properties (P3) by GIC Private, 
Singapore’s sovereign wealth fund, from  
US-based TPG Real Estate and Canada-based 
corporate Ivanhoe Cambridge. 

Meanwhile, China made inroads into several 
European countries but was particularly active 
in the Czech Republic in 2016. 

“China is a significant player, but there haven’t 
been as many deals as suggested in the media. 
And although Chinese deals are often referred to 
as investments into the country’s development, 
they are not greenfield investments, but rather 
acquisitions of privately-owned businesses  

or properties,” says Jan Myska, partner at  
Wolf Theiss in Prague.

Chinese conglomerate CEFC China Energy 
Company made six acquisitions across several 
sectors in the country, including an 80% stake 

0

20

40

60

80

100

201620152014201320122011

D
ea

l v
ol

u
m

e

D
ea

l v
a

lu
e (€b

n
)

0

5

10

15

20

Czech Republic M&A volume & value

 Volume  Value 

GDP GROWTH 
2016: 2.2% 
2017: 2.6%



43

C
ZE

C
H

  
R

EP
U

BL
IC

in rail transport business TSS Cargo for €240m, a  
stake in airline company Travel Service and two 
luxury hotels in Prague, the Mandarin Oriental 
Hotel and Le Palais Art – all with the anticipation 
of increased consumer spending and travel 
appetite from China.

CEE Equity Partners, which is the investment 
arm of the China-CEE Fund established by China 
Exim Bank and endowed with $435m in funds 
for the region, also completed two acquisitions  
in the solar power generation segment in the 
Czech Republic. 

Deals such as these are likely to continue in 
2017, especially from China, considering the 
increased interest from Chinese investors and 
support from the Czech government, “though 
perhaps on a case-by-case basis rather than an 
identifiable trend,” says Myska. 

POWER PLAN
Utilities were among the big sector stories for 
M&A in the Czech Republic over the past year. 

Energeticky a Prumyslovy Holding (EPH), 
the biggest energy investor in the country, 
accounted for €3.4bn-worth of acquisitions 
within the country, much of it due to a 
shareholder reshuffle leaving EPH almost 
wholly owned by EP Investment owner Daniel 
Kretinsky. But EPH also remains a major 
outbound player with having acquired seven 
Italian power plants and one in the UK in 2015, 
followed by the acquisition of a majority stake 
in Slovenske elektrarne, the largest energy 
company in Slovakia.

In 2016, EPH and its financial partner PPF 
Investments acquired Vattenfall’s lignite plants 
and mines in Germany in June. This is part of 
EPH’s ongoing efforts to build up a coal-based 
portfolio as a stopgap supplier for Europe in its 
ongoing shift to renewable energy sources. 

“It is fascinating to see Czech investors making 
large purchases abroad, such as those made by 
EPH in Germany, Slovakia and also Hungary,” says 
Myska. “The diminishing role of traditional Western 
strategic investors in this sector – specifically, 
large energy companies – brings investment 
opportunities for new, assertive players.” 

Private equity deals also saw notable activity 

over the past year with 22 deals worth a 
combined €4bn. Czech PE firm Rockaway 
Capital was active in everything from start-ups 
to internet retail businesses, most notably the 
acquisition of Invia.cz, a Czech online travel 
agency portal with a subsidiary listed on the 
Warsaw Stock Exchange. 

Rockaway’s acquisition of Invia.cz followed 
local acquisitions of CZC.cz, a major Czech 
e-shop for electronics; Mall.cz, the second-
largest Czech internet retailer; and Heureka.cz, 
a price comparison server, leaving Rockaway 
the number one player in the Czech internet 
commerce environment. 

Only 11 days after Rockaway’s Invia.cz deal 
went through, it was announced that private 
Chinese conglomerate CEFC China Energy, 
would be taking a stake in the company.

The future of dealmaking in the Czech Republic 
looks set to remain steady for the foreseeable 
future, given the ongoing stability of the market 
in a relatively volatile European landscape, 
though Myska points out that the country’s 
economic growth is not the key driver for M&A: 
“The relatively high level of M&A is caused by 
other, sometimes quite disparate, factors such 
as consolidation in the market, for example, 
in commodity retail businesses, retirement of 
owners of family businesses and the growing 
role of large domestic investors like EPH.”
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While state-backed deals continue to drive activity, independent deals 
are starting to make their presence felt in the Hungarian M&A market.

Dealmaking in Hungary was slightly more 
muted in 2016, compared to the previous three 
years, with 26 deals, while combined deal value 
halved to €614m.

Much of the Hungarian M&A market in 
recent years has been kept busy by large 
state-driven transactions, in particular in the 
financial services sector, and by the European 
Commission and European Investment Bank-
backed JEREMIE (Joint European Resources for 
Micro to Medium Enterprises) funds in the smaller 
deal-size range.

“These keep advisers and the market busy, 
although they don’t necessarily grab attention at 
a European level,” says Janos Toth, partner with 
Wolf Theiss in Hungary.

“There have been a few high-value transactions in 
recent years, mostly by the state – the acquisition 
of Budapest Bank from GE Equity in 2015, and MKB 
Bank being sold to the government by Bayerische 
Landesbank in 2014,” Toth says. 

In 2016, the government resold MKB again 
to a consortium of investors for €188m. The 
government also took a stake, through 
investment arm Corvinus Nemzetkozi Befektetesi, 
together with the EBRD, in Erste Bank Hungary 
for €248m.

While deal volume and value are lower 
compared to previous years, this is a more 
realistic reflection of the country’s market. 
However, there has been room for investors 
to shop around. For its part, the Hungarian 
government is actively pursuing a more 

business-friendly line in an effort to attract  
that investment. 

In November 2016, Prime Minister Viktor Orban 
announced plans to cut corporate and personal 
income tax rates further in 2017, as well as 
lowering payroll taxes to help address an ongoing 
labour shortage and introducing education 
reforms designed to improve competitiveness. 
Moves like these, coupled with the country’s credit 
rating having moved firmly back to ‘investment 
grade’ status in 2016, are setting the stage for more 
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inward investment.

“If the country’s macroeconomic situation continues 
to stabilise and Hungary’s growth remains 
steady, that should attract more market-driven 
transactions,” says Toth. “There are attractive 
Hungarian and regional deals available.”

One challenge is the relative strength of the 
forint against both the dollar and the euro 
compared to previous years, which is not 
ideal for the National Bank or Hungarian 
manufacturers. Government efforts to ease social 
tension and introduce greater financial support 
for pensioners and lower-income families mean 
that inflation is almost zero in Hungary, which 
keeps the forint strong.  

“The government is trying to weaken the forint 
and drive inflation up a bit, both to gain room 
for itself and to ease the situation for Hungarian 
manufacturers and exporters,” says Toth.

The country is also building relationships with 
investors in new regions, from China to South 
Africa, and this is starting to pay off.

For example, one of the bigger independent deals 
this year was the acquisition of Hungary’s Scitec 
Holding, a leading sports nutrition producer, 
by South Africa’s Ascendis Health from Polish 
fund Enterprise Investors and Morgan Stanley 
Alternative Investment Partners, for €170m.

Private equity firms interested in big-ticket deals 
will not always find them in Hungary and exit 
opportunities are still limited but small start-ups 
are looking increasingly attractive. 

“Hungary is proclaiming itself a start-up hub in the 
region, with government programmes offering 
state funds for the initial development phase in 
order to get them over the first hurdle,” says Toth. 
“This will help these businesses get noticed by 
market investors and venture capitalists.”

Until now, JEREMIE-backed funds and a few 
state-backed funds – or funds receiving some 
development monies from state resources – 
have been the most active and are expected to 
continue as such. 

The industrial manufacturing and chemicals 
sectors also remained a staple of the Hungarian 

M&A market.

For example, MSSL Manufacturing Hungary 
agreed to acquire the automotive business 
unit of Abraham es Tarsa, the Hungary-based 
manufacturer of car components. “Hungary is in 
a good position for this kind of investment, being 
centrally located. Heavy investment by German 
car manufacturers in Hungary prompted some 
spare parts and other stock suppliers to invest in 
the country,” says Toth.

“I think the market will remain relatively active 
in the coming year, but there will still be a 
slightly uneven balance between independent 
deals and government-led transactions,” says 
Toth. “Mid-sized deals will keep the market alive 
while big-ticket deals are expected to eventually 
come back to the market.”
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M&A value in Poland hit a five-year high in 2016 while volume 
remained steady. And private equity is exerting its influence. 

This year’s deal value in Poland shot up in Q4, 
bringing total M&A activity in 2016 to a five-
year high at €11.2bn. Large-ticket deals were 
underpinned by a significant vote of confidence 
from UK private equity firms in the region, and 
in Poland in particular, and additionally by 
government efforts to wrestle large stakes in 
the financial services sector. Deal volume was 
much in line with previous years, albeit with 
132 deals fewer than in 2015, a decline of 10% 
year-on-year to 123 deals.

Robust economic growth in Poland has been one 
of the most important drivers for deals across the 
energy and consumer goods and retail sectors, 
with projections of strong GDP growth rates at 
3.1% for 2016 and 3.4% in 2017.

PE firms are making a bet on strong growth 
in the Polish consumer markets, in particular 
e-commerce, driven by the switch from store 
to online. Poland’s largest PE deal by value on 
Mergermarket record, and the largest private 
equity deal in the CEE region in 2016, was the 
acquisition of online retailer Allegro for €3bn 
by UK-based PE firms Cinven Partners, Permira 
Advisers and Mid Europa Partners from South 
African media company Naspers.

While valuations for these types of mid-range 
retail companies may be high at present, Wolf 
Theiss partner Ron Given points to a more 
realistic scenario for future deals.

“Although Allegro was undoubtedly a ‘unicorn’ by 
virtue of its size, smaller deals will likely continue. 
Our Travelplanet.pl deal is more representative 
of the type of e-commerce transaction that will 

become more common in the CEE,” Given says. 
Travelplanet was part of the larger regional 
transaction in which Czech PE firm Rockaway 
Capital acquired online retailer Invia.cz., which 
operates in the Czech Republic, Slovak Republic, 
Poland and Hungary, for €76m in March. 

Other such deals in the consumer sector were 
the buyout of department store chain Smyk by 
UK-based PE firm Bridgepoint Advisors for €244m 
and listed Polish wholesale FMCG distributor 
Eurocash’s takeover of supermarket chain EKO 
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Holding, grocery shops Fhc-2 and Madas, and 
alcohol distributor Polska Dystrybucja Alkoholi.

Meanwhile, the financial services sector in 
Poland continued its wave of M&A, as the 
government is pursuing ‘polonisation’, which 
aims for 70% of Poland’s financial services to 
return to domestic hands, and is aggressively 
pursuing divestments by foreign-owned 
subsidiaries. In December, it leaped towards 
its goal by snapping up Italy’s largest bank 
UniCredit Group’s 32.8% stake in Bank Pekao 
through the Polish Development Fund and 
financial services group Powszechny Zaklad 
Ubezpieczen (PZU) for €2.4bn.

Polish banks are also contending with a new tax 
on their assets – and, with that in mind, they are 
now actively selling their non-performing loan 
(NPL) portfolios. But competition in the sector 
remains fierce and robust economic growth in 
Poland continues to attract foreign buyers.

In November, Poland-based leasing unit of Polish 
bank PKO BP, PKO Leasing, made a €200m bid 
for Raiffeisen-Leasing Polska, from Austrian lender 
Raiffeisen which has also been axing subsidiaries 
in the CEE region over the past few years.

CHINESE PLAY
In their vast acquisition spree in the region, 
Chinese companies also made more inroads into 
Poland. While China’s state-backed enterprises 
lead dealmaking abroad, listed players such as 
equipment manufacturer Chinese Shimge Pump 
Industry Group also made targeted bids such as 
an €11m offer for Polish waste water pump maker 
WITA Wilhelm Taake GmbH and HEL-WITA.

Similarly, China Everbright International, a listed 
Hong Kong-based conglomerate focusing primarily 
on infrastructure and property development, has 
agreed to acquire waste management company 
Novago from Polish PE firm Abris Capital Partners, 
for €118m, as a platform for expansion in the CEE 
region. It also plans to bring Novago’s model back 
to China for replication. 

Poland is also looking to introduce Real Estate 
Investment Trusts (REITs) in 2017 and, to this 
end, published a draft bill in October outlining 
corporate income tax exemptions. While REITs 
will attract many new investors to the Polish real 
estate market and the Warsaw Stock Exchange, 

it will also attract domestic funds. “There is a very 
active effort by the government to implement 
REITs in Poland, which would generate significant 
activity in an already active real estate market 
and also allow real estate investors an easy exit. 
PE firms may use the new law as an opportunity 
to cash out of current real estate holdings so as to 
make new investments,” says Given.

CRITICAL COMPONENTS
However, signals for doing business in Poland 
remain mixed. The corporate tax reduction 
for small businesses (from 19% to 15%), as well 
as an attempt to simplify tax procedures, are 
positive but, perhaps, it is simply too early to 
know whether they will really act as a business 
incentive, according to Given.

He adds: “The government has taken some steps 
that give rise to concern. For example, they 
curbed the green energy business and proposed 
a retail tax which could have a very negative 
impact on the industry. Although such policies 
and the uncertainty they generate are all 
obstacles to dealmaking, the core positive Polish 
fundamentals are as true today as they were 
yesterday – a highly educated, diligent and 
dedicated young work force that is available for 
hire at a relatively low cost.”

Deals such as Liberty Global’s €695m acquisition 
of cable provider Multimedia Polska through its 
Polish subsidiary UPC Polska demonstrate the draw 
Poland continues to exert on large international 
players looking to tap into regional networks. 
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2016 was a solid year for Romanian dealmaking, underpinned by 
very strong GDP growth and solid private equity interest.

Romanian M&A reached an eight-year high in 
deal volume with 45 deals, a spike of 41% year-
on-year in volume, and a 60% jump in value 
with a combined deal value of €1.99bn.

The strong performance in 2016 came in 
spite of the political uncertainty generated 
by a parliamentary election in December, an 
indicator of the country’s growth potential, 
whichever party is in power. In fact, expansionist 
fiscal policy has played a central role in 
accelerating domestic demand, a key growth 
driver. A value-added tax cut from 24% to 20% 
in 2016 will be followed by a reduction to 19% in 
2017, while there have been three increases in 
the minimum wage in 18 months. 

“The M&A market in Romania has rebounded in 
2016 towards 2013 levels following a declining 
trend in 2014 and 2015,” says Ileana Glodeanu, 
partner at Wolf Theiss Romania. 

2016 was also a strong year for private equity, 
which made up one third of deal volume and 
more than half of total deal value (54%). Strong 
domestic demand led to a flurry of deals in 
the consumer sector. In the biggest deal, CEE-
focused UK-based PE fund Mid Europa Partners 
acquired retailer Profi Rom Food from Polish 
counterpart Enterprise Investors for €533m.

Romania has one of Europe’s fastest-growing 
economies, clocking up 5.2% in 2016, and 
forecast to grow by 3.9% in 2017. Glodeanu 
notes that there can be a lag between GDP 
growth and deal activity handled by law firms 
on the ground; growth in 2014 and 2015 did 
not lead to a strong uptick in M&A. However, 

Romania’s impressive GDP growth has now 
filtered through to investors. Political and 
economic difficulties in major nearby markets 
such as Ukraine, Russia, and Turkey have led 
some to shift focus to Romania – a stable EU 
market of more than 20 million people with a 
strategic location and a diversified economy.

Romania’s significant domestic reserves of oil 
and gas, its diversified electricity generation base 
and substantial market, and its position between 
the former Soviet Union, Central Europe, and 
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the Balkans, have made the energy industry 
one of the country’s most interesting sectors. 
Two out of the top three deals of 2016 by value 
involved energy companies. CEFC China Energy 
Company acquired 51% of KMG International, 
which has a majority stake in Rompetrol, from 
Kazakhstan’s KazMunaiGaz for €596m. KMGI 
also retails and trades petroleum products, 
with distribution points in Romania, Moldova, 
Bulgaria, and Georgia. However, ongoing legal 
proceedings against Rompetrol by the Romanian 
state over a controversial deal in 2003 has put 
the CEFC deal under threat. Romania and 
China have decades-long ties, and Chinese 
interest in the market has been growing. Chinese 
investors are eyeing a stake in the Cernavoda 
nuclear power plant, as well as various other 
infrastructure and energy projects.

The second energy deal saw German PE fund 
Allianz Capital Partners take a 30% stake in 
gas and electricity distributor E.ON Distributie 
Romania from Germany’s E.ON for €270m.

“The energy sector is interesting, although there 
has been a general decline in renewables 
due to recent reductions of subsidies in this 
sector, we are seeing conventional energy and 
petrochemicals having an increased interest 
from investors,” says Bryan Jardine, partner at 
Wolf Theiss.

He adds that other sectors seeing lively interest 
are technology, manufacturing, agriculture – 
farmland, forestry, poultry, livestock and feed 
industries – and logistics, such as rail and port 
developments that are seeking inbound buyers. 
Agriculture has great potential with Romania’s 
large areas of cultivable land, but has been 
held back by fragmented land holdings and 
Communist-era pollution, while Romania’s 
potential as a transportation centre has  
been constrained by the slow development  
of its infrastructure.

On an operational level, investors still face 
legislative instability, with laws subject to 
change more often than elsewhere in the region. 

“Until recently, Romania seemed poised for 
continued GDP growth in 2017, following on the 
heels of a strong 2016. This was due in large part 
to the efforts of the former government to tackle 
corruption and its commitment to adopt sensible 

and stable investor-friendly legislation. However, 
early signals from the new PSD government, 
which was elected in December 2016 on the 
back of strong populist appeal, suggest that it 
may try to backtrack on these successful efforts 
of the prior government,” says Glodeanu.

Indeed, in late January 2017, Bucharest and other 
cities in Romania witnessed some of the largest 
protests since 1989, representing public anger 
and frustration following the new government’s 
decision to pass an Emergency Government 
Ordinance (EGO),without public debate.  

“This EGO effectively seeks to dilute and weaken 
certain anti-corruption legislation which was 
implemented to hold parliamentarians and 
government officials liable for public corruption 
and self-dealing. However, strong popular 
opposition on social media and elsewhere, 
resistance from Romania’s President Klaus 
Johannis, a possible review or overturning of 
this EGO by the Romanian Constitutional Court 
and pushback from the EU, and all these in 
combination, may pressure the new government 
to abandon the proposed legislative changes 
introduced by the EGO. Hence, it remains to be 
seen if these changes will be maintained, or how 
they may impact the market for FDI and M&A 
generally in Romania,” says Glodeanu.

Nonetheless, if positive factors keep coming 
together for Romania, the environment for  
M&A in this promising market will continue  
to strengthen.
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Serbia had a robust dealmaking year despite an environment characterised  
by external and domestic downsides, including stalled privatisations. 

In this relatively small market, deal volume  
and value are rarely large: in 2016, there  
were 12 deals worth a total of €115m.

“Politics [with an early parliamentary election  
in April], the migration crisis, Brexit and eurozone 
volatility contributed to the overall instability of 
the M&A climate in Serbia,” says Belgrade-based 
Wolf Theiss partner Natasa Lalovic Maric.

However, a number of factors may start 
coming together in 2017 and beyond to drive 
up M&A volumes: privatisation, the effects of 
improvements to investment laws and other 
economic legislation, rising Chinese interest 
in the market, and growing opportunities in 
distressed debt, as well as firm GDP growth.

While the process of selling off state-owned 
enterprises has been slower than expected,  
the biggest deal in 2016 was a privatisation. The 
sale of troubled steel mill Zelezara Smederevo to 
China’s HeSteel Group for €46m is particularly 
significant not only as it is indicative of growing 
Chinese interest in direct investment in the 
region, but also as it is the latest stage in the 
company’s ownership saga. 

Zelezara Smederevo is a well-known mill that 
was privatised in a sale to US Steel in 2003, but 
renationalised for just $1 in 2012. Since then it 
has had a number of suitors, and has become  
a political cause célèbre. 

Chinese interest in the Serbian market is 
rising. In November 2016, it was reported that 
the government was in talks with unnamed 
Chinese investors about the privatisation of 

mining company RTB Bor. The company has 
a pre-arranged reorganisation plan, including 
restructuring its €1.2bn debt, much of which 
is likely to be written off. A tender is expected 
in 2017; the company is widely regarded as 
promising, with access to substantial reserves  
of copper and other minerals, but is likely to 
require heavy capital investment.
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“Bank of China has recently been granted a 
banking licence for operations in Serbia, which 
might raise some activities in the banking  
sector,” says Lalovic Maric. “In addition, 
restructuring in the banking sector is expected  
to continue in 2017 and the period to follow.”

Other major deals included the takeover 
of digital cable TV and internet provider 
Interaktivne Kablovske Objedinjene Mreze 
(IKOM) by Serbia Broadband (SBB), a Serbia-
based company cable TV and broadband 
internet provider, owned by US-based global 
investment firm KKR. The deal will make  
SBB one of the biggest telecoms operators  
in South-Eastern Europe.

Some privatisations may at last move forward 
in 2017, including those of Komercijalna 
Banka, the country’s second-largest bank  
by assets, Belgrade’s Nikola Tesla Airport, 
and insurer Dunav Osiguranje. Privatisation 
talks for a 33% stake in pharmaceuticals 
company Galenika are also ongoing and have 
been extended into 2017. The government 
expects to raise €350m from the airport, which 
has benefited from the growth of national 
carrier Air Serbia. However, a presidential 
election is due in the spring, and may be held 
concurrently with yet another parliamentary 
election (the fourth since 2012), adding a 
degree of political uncertainty.

Opportunities are also expected to grow from 
distressed debt. Serbia’s non-performing loans 
(NPL) ratio to total gross loans, as of 2016, was 
20.9%, among the highest in the CEE region, 
according to World Bank data, despite attempts  
by the government and central bank to reduce  
bad debt.

“Serbia is expected to become a ‘hot’ market 
when it comes to trade of NPLs in the 
forthcoming period, which provides numerous 
opportunities in the area of restructuring and 
distressed debt,” says Lalovic Maric. 

“One of the current obstacles for full 
development of NPL trade in Serbia is a ban  
of transfer of retail NPLs to non-banking entities, 
which may soon be removed or eased.”

Serbia’s refusal to join EU sanctions on Russia has 
increased interest in the agricultural sector from 

EU players. In the second-biggest deal of the 
year in Serbia, local player Sunoko acquired  
the operator of a sugar refinery, Fabrika Secera  
TE-TO Senta, for €25m from Italy’s SFIR Group.

However, the dairy sector continues to struggle, 
as oversupply drives down margins and  
pushes some players out of the market. M.I. 
Finance D.O.O. Misar, the Serbian investment 
holding company with particular focus on  
dairy companies, acquired dairy producer 
Mlekara Sabac for an estimated €7.7m in  
an insolvency deal.

Finally, recent changes to investment and 
bankruptcy laws have improved the overall 
investment environment, though legal 
headaches remain.

“One of the biggest obstacles for doing deals 
in Serbia is an unfavourable perception of 
the country by foreign investors,” says Lalovic 
Maric. “Inexperience with the bureaucracy and 
implementation of laws in complex transactions, 
although to a large extent harmonised with EU 
regulations, may be obstacles in dealmaking. 
However, generally Serbian institutions and the 
administration are eager to work with investors 
to make deals happen.”
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Dealmaking in the Slovak Republic stagnated in 2016 but the country 
remains an important hub in the region for specialised industries.

The Slovak Republic saw relatively little M&A 
activity in 2016, with just nine deals, following 
17 in 2015. This was despite robust economic 
growth of 3.4% projected for 2016.

“Notwithstanding the figures, the Slovak  
Republic remains an attractive country for 
foreign investments and strategic investors, 
given its location, relatively low costs and  
high productivity,” says Erik Steger, partner  
at Wolf Theiss.

Corporates’ need for product, service, and 
customer growth globally is an important driver 
of activity, as is consolidation of fragmented 
markets that have felt the strain of economic 
difficulties over the past decade. Consolidation 
continued in the financial services sector, with 
the sale of PSA Finance Slovakia, a financial 
services provider for the automobile sector, to 
Czech financial company Essox by France’s 
Banque PSA Finance for an undisclosed sum.

More deals are expected in 2017 from sectors 
including finance, real estate, manufacturing,  
and retail, while IT businesses also continue to 
grow and may result in attractive takeover targets. 
The Slovak Republic is often involved in larger 
cross-border regional transactions that include 
smaller parts of a business in the country.

In particular, the automotive sector has been 
central to the Slovak Republic’s economic 
success in recent years, and accounts for 44% 
of industrial production. Jaguar Land Rover 
will build a new plant in the country that will 
bring over €1.5bn in investment to the country 
and bolster its position both within the domestic 

economy and internationally. The investment 
is expected to catalyse the further growth of the 
automotive components industry.

“The majority of inbound investors are closely 
related to the automotive industry and recent 
examples in the market show the possibility 
for future direct investments from non-EU 
countries,” says Katarina Bielikova, senior 
associate at Wolf Theiss. “Indeed, 2016 showed 
Chinese appetite for new investments in the 
region to be especially strong.”
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As an example, China’s biggest investment 
company, CEFC Direct Investment Company, 
supported by the Chinese government, is 
interested to invest hundreds of millions of euros 
in Slovakia, mostly in the energy, engineering, 
logistics and tourism sectors. “These activities 
might lead to a notable increase in M&A 
transactions in the respective sectors during 
2017 and impact further trends in inbound 
investment,” says Steger.

In 2016, many Middle Eastern corporates 
looked with interest to the CEE region, and in 
April UAE-based Emirates Hospital acquired 
Adeli Medical Center, a rehabilitation centre 
for neurological disorders.

Obstacles to dealmaking in the Slovak Republic 
include bureaucracy in the judicial system, 
registering and incorporating business, and the 
process of acquiring construction permits. Rising 
health and social insurance costs coupled with 
new taxes are also a burden.

“The rule of law, length of disputes before  
courts and enforcement of laws have been  
the hot button issues for inbound investors,”  
says Bielikova.

However, the Slovak Republic took a number of 
important steps towards improving its business 
climate in 2016 which may smooth the road for  
future dealmaking.

Changes to the code of civil procedure were an 
important landmark, with three new procedural 
codes introduced. These reforms are aimed at 
increasing the enforceability of law and legal 
certainty, providing for better court efficiency 
and the acceleration of court proceedings. 

Certain types of disputes, for example those over 
employment and intellectual property, will now 
be handled by specialist courts. Time periods 
for the submission of evidence have also been 
changed to accelerate procedures.

The establishment of criminal liability for legal 
entities in July 2016 introduced a concept 
previously unknown in Slovakian law and was 
prepared on recommendation of the Working 
Group on Bribery in International Transactions of 
the Organisation for Economic Cooperation and 
Development (OECD).

Under the new legislation, it is possible to 
sanction legal entities for about 50 crimes 
including bribery, indirect corruption, 
legalisation of income from criminal activity  
and unlawful employment by managing 
directors, members of the board of directors 
or supervisory boards, or other authorised 
representatives. The law allows for companies 
to be wound up in the most serious cases of 
criminal activity. The legislation is intended to 
combat bribery and corruption, and thus will 
help strengthen the business environment.
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After a flurry of privatisations in 2015 driving higher M&A activity, in 2016 the 
pace of dealmaking in Slovenia slowed down. There were 21 deals worth a total  
of €298m, slightly fewer than the 27 deals worth €958m in 2015. 

As a staple of the Slovenian economy, the 
industrial sector made up one third of deal 
volume, bringing in corporate bidders from Italy 
and private equity firms from Poland and the US.   

Among them was the sale of a 92.3% stake 
in auto component manufacturer Cimos 
by a range of government bodies to Italian 
automotive electronics company TCH Cogeme 
for €100m. Cimos’s inability to pay back 
loans had led to mounting financial woes, 
and Slovenia’s ‘bad bank’, the Bank Assets 
Management Company (BAMC), took a 47.5% 
stake in the company.

Privatisations in Slovenia also still contribute 
to the M&A landscape, and the government 
programme was accelerated after the country’s  
banking crisis in 2013 and resulted in the 
recent sales by BAMC and state asset company 
Slovenian Sovereign Holding (SDH). The latter 
was the seller of Paloma, a hygienic tissue 
manufacturer, which was taken over by the 
Slovakian PE firm Eco-Invest for €56m.

SDH is also lining up the sale of machinery 
producer Unior, and regularly publishes a list 
of envisaged sales. Among the more notable 
ones are the sale of a 40% stake in Slovenia’s 
leading natural gas distributor Geoplin, a sale of 
20% share in HIT d.d., Slovenia’s leading casino 
operator, and the sale of a stake around 20% of 
KDD, the Central Securities Depository Company. 

While state sell-offs were an important 
contributor to overall deal value in 2016,  
most other activity was in the private sector,  

and Markus Bruckmueller, partner at Wolf 
Theiss Ljubljana, notes that privatisation has 
become somewhat piecemeal. 

Certain privatisations have been terminated 
indefinitely, for example that of state telecoms 
company Telekom Slovenije, which attracted the 
attention of a range of players, but saw its sale 
to UK-based PE fund Cinven fall through in 2015. 
Telekom Slovenije is itself a potential M&A player 
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in the region, having previously expressed 
interest in Serbian counterpart Telekom Srbija.

The IPO of Slovenia’s largest bank NLB seems 
to have been suspended for the time being 
but press reports at the end of 2016, citing the 
bank’s chairman Blaz Brodnjak, indicate the 
privatisation process could be relaunched soon. 

As the effects of the global economic crisis, 
Slovenia’s (and Italy’s) banking crunch, and 
lower eurozone growth continue to play through, 
some Slovenian companies are refocusing on 
their core business. 

Indeed, many businesses were forced to resort 
to their core business, such as the leading 
Slovenian supermarket chain Mercator, which 
sold off its apparel retail business Modiana to 
Hong Kong-based wholesaler Emkay Industries 
for an undisclosed sum, and sports retailer 
Intersport to Polish PE firm Enterprise Investors 
for €35m. Slovenian holding company Istrabenz 
spun off LPG distributor Istrabenz plini to Italian 
industry gas manufacturer SIAD. Slovenian 
conglomerate ACH is also said to be near the 
sale of motorhome manufacturer Adria Mobil.

“We see great opportunities for restructuring 
and distressed debt in the Slovenian market,” 
says Wolf Theiss partner Laura Struc, also of 
the Ljubljana office. “On one hand, Slovenian 
banks still have large portions of NPLs to sell off 
to improve their balance sheets. On the other 
hand, there are distressed companies across 
various sectors in Slovenia. As regards the latter, 
we increasingly see the trend moving towards 
takeovers by debt-to-equity swaps, as shown 
in the recently confirmed court restructuring of 
financial holding Sava, involving almost  
€250m debt, in which York Global Finance, 
Slovenian State Holdings SDH and KAD became 
the largest shareholders,” adds Struc.

The sale of Italian bank UniCredit’s Slovenian 
NPL portfolio with a gross book value of €110m 
to private equity fund B2 Kapital was indicative 
both of ongoing restructurings of distressed debt, 
and lively PE activity.

In April 2016, Apollo, a major PE fund, 
completed its acquisition of NKBM, then 
Slovenia’s second-biggest bank and one of the 
state’s major assets. The deal was one of the 
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first private equity acquisitions of a major bank 
of an EU member state to be approved by the 
European Central Bank.

“We believe the trend will continue as PE 
funds have gained sufficient awareness 
and knowledge in Slovenia and are now 
ready to expand with new acquisitions” says 
Bruckmueller. “We also expect to see new PE 
entrants. Among others, Chinese-owned private 
equity funds have been quite frequently looking 
into opportunities in Slovenia.”

As transactions in 2016 have indicated, the 
tourism and automotive sectors are undergoing 
consolidation, providing opportunities going  
into 2017. 

While the recovery of Slovenia’s export-oriented 
economy has been something of a success story, 
some administrative hurdles remain for investors. 
Wolf Theiss identifies issues including lengthy 
and complicated administrative procedures, and 
the slow-moving nature of government sellers. 
Meanwhile, those operating in the market face 
high taxes and social contributions as well as 
restrictive labour laws.
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The Ukrainian M&A market remains stagnant, with conflict in the east of the 
country and ongoing economic crisis weighing heavily on sentiment. 

Despite the recent gloom, a degree of economic 
stabilisation under IMF tutelage, and recovering 
economic growth point to an improving outlook 
in which Ukraine’s competitive advantages may 
reassert themselves. Deal volume remained on an 
even keel with 20 deals, with a combined value 
of €308m amounting to double that of 2015.

The replacement of Prime Minister Arseniy 
Yatsenyuk in April bolstered recovering political 
stability in Kiev, although the war in the east 
remains a major impediment to investment, and 
external shocks from the eurozone remain a 
significant downside risk.

“Even though the apparent signs of stabilisation 
have not yet turned into a noticeable rise of 
the number and volume of M&A deals, we 
see continuing, if not growing, interest in the 
Ukrainian market from different players,” says 
Taras Dumych, partner at Wolf Theiss Kiev. 

“The volatile economy and unpredictable political 
situation are recognised as crucial impediments 
to M&A. Yet Ukraine remains an attractive 
investment destination due to its proximity to the 
European market, relatively low operational costs 
and well-educated labour force,” says Dumych. 

The most significant deal of the year was between 
Italian bank UniCredit and ABH Holdings, part of 
Russian billionaire Mikhail Fridman’s Alfa Bank, 
that saw ABH take 100% of UniCredit’s Ukrainian 
subsidiary in exchange for the Italian bank 
taking a 9.9% stake in ABH. The deal will merge 
UniCredit’s Ukrainian operations with those of Alfa 
Bank, making the seventh and eighth biggest 
banks by assets into the fourth largest. 
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As elsewhere in the region, consolidation 
is an ongoing trend in the banking sector, 
but in Ukraine the process is accelerated by 
regulatory action and the simple fact that some 
banks are unviable. In late December, the 
government nationalised the country’s largest 
bank PrivatBank and the central bank aims 
to eliminate banks with poor financial health; 
17 banks were closed in 2016, and some 83 
financial institutions have been removed from 
the market in the past two years. Recent figures 
suggest that the non-performing loan (NPL) ratio 

GDP GROWTH 
2016: 1.5% 
2017: 2.5%
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to total gross loans is eye-wateringly high  
(above 30%), according to World Bank data.

This has created one of the liveliest distressed 
debt markets in Europe, with NPLs acquired by 
Ukrainian banks and non-banking financial 
institutions qualified to render factoring services, 
as well as investment institutions and private 
investors focusing on distressed companies. 

In 2016, a new law on financial restructuring 
was adopted giving new opportunities and 
incentives to corporate debtors to initiate extra-
judicial restructuring of their financial exposures. 
The law creates a legal regime for both foreign 
and domestic creditors to negotiate restructuring 
arrangements with the debtors on a transparent 
basis, replace the debtor’s management and 
control its business activities as well as to 
eliminate decisive influence on the process from 
the debtor’s related parties.

PE continues to show interest in Ukrainian tech 
companies, following the 2015 acquisition 
of Ciklum by George Soros’ Ukrainian 
Redevelopment Fund. In September 2016, 
Ukrainian PE player Horizon Capital announced 
that it had acquired a 55% stake in Datagroup, 
a Ukraine-based fixed line and satellite 
telecommunications provider, from Ukrainian 
individual investor Alexander Kardakov, for an 
undisclosed sum. Under the deal, Horizon will 
pay $6m to VTB Bank as a partial repayment of 
a $15m loan that Kardakov has from Soros. The 
acquisition takes Horizon’s stake in Datagroup to 
80%, following its acquisition of 25% in 2010.

In August 2016, France’s Altran Group, a high-
tech engineering consultancy, announced that 
it had acquired Lohika¹, a largely US-based 
software engineering services company but 
also one of Ukraine’s leading IT outsourcing 
companies. Altran plans to offer its clients cloud 
computing, big data solutions, and mobile and 
enterprise systems through Lohika, targeting the 
US West Coast in particular. IT businesses have 
flourished in Ukraine thanks to an abundant pool 
of well-qualified workers, and Ukraine’s access to 
a range of world markets.
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1  Deal not included in deal count. 
2  This transaction falls outside Mergermarket’s official inclusion criteria and is therefore not included in the deal count.

“We think that there will be continuing interest in 
the Ukrainian IT sector,” says Dumych. “The other 
sectors which may be of potential interest for 
PE investors are export-oriented agribusinesses, 
financial services, retail and real estate.”

Momentum is already growing in some of these 
sectors. In October 2016, Ukrainian PE fund 
Dragon Capital announced it would acquire 
a 60% stake in warehouse operator West Gate 
Logistic from Austrian real estate developer GLD 
Holding, as well as the East Gate Logistic² centre 
in the Kiev region from Austrian Akron Group. 

Agriculture is another sector of interest,  
with large swathes of fertile land, relatively 
cheap labour, low land costs and proximity  
to major markets. 

The government has a list of more than 400 
companies that may be privatised or partly 
privatised. There are significant political  
barriers to the sell-off of some of these enterprises, 
which are protected from privatisation, though 
pressure from the IMF may accelerate the 
process. Controlling stakes in six distribution 
companies are due to go on the market in 
2017, following changes to electricity market 
regulation in 2016.
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