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FOREWORD
Welcome to the newest edition of the Wolf Theiss  
Corporate Monitor.

As in previous years, the Wolf Theiss Corporate Monitor provides insights 
into the current and prospective M&A environment in Central, Eastern 
and South Eastern Europe (“CEE/SEE”). Together with Mergermarket, 
we have analysed the main drivers and challenges for corporate 
transactions in 2015 and beyond in each of the countries that make  
up the region. In order to put our statistical analysis into a broader  
and more meaningful context, we have also surveyed dealmakers from 
many different industries as well as private equity firms who have been 
involved in regional transactions in the past year. Finally, we have 
also outlined some of the main legal developments that affect M&A 
transactions in each country in CEE/SEE.

While there are some overarching regional trends that almost make 
CEE/SEE a separate asset class, our analysis highlights the wide range 
of economic indicators by country and the breadth of investment 
opportunities. Overall, the region continues to be a major emerging 
market, still growing at twice the speed of Western Europe, with many 
of its countries making significant progress in reaching EU standards. 
From a political perspective and from a risk diversification perspective, 
CEE/SEE has again become a relatively safe harbour for equity investors 
seeking to benefit from emerging market dynamics in a region that also 
offers stability, combined with easy access to the European Union, the 
largest consumer market in the world (measured by purchase power).  

As the Wolf Theiss Corporate Monitor draws upon the extensive practical 
experience of people on the ground, we believe it will offer you 
valuable insights regarding the current market practice in planning 
and implementing M&A transactions in CEE/SEE. 

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 2015, 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 other half 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. 

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.



Central and Eastern Europe saw a year of 
stable growth in 2015, as economies continued 
to recover from the global economic crisis and 
subsequent volatility in the eurozone. According 
to the European Bank of Reconstruction and 
Development, Central Europe experienced 
respectable overall growth of 3.0%, while South 
Eastern Europe grew by just 1.6%. These levels 
are still generally below the rates seen in the 
middle of the last decade, and while they are 
expected to continue in 2016, they remain 
vulnerable to external shocks.

The M&A environment reflected the broader 
macroeconomic picture, stable but somewhat 
constrained by factors including eurozone 
uncertainty and domestic political concerns, 
with elections held in countries including 
Poland, Ukraine, and Croatia, and governments 
including Romania’s under mounting pressure. 
Deal values totalled €23.2bn, down 5% year-on-
year from 2014, while the number of deals was 
2% higher in 2015 with 473 deals.

The level of infrastructure in place ranked 
second in investors’ calculations; here Central 
Europe is stronger than the frontier markets of 
South Eastern Europe.

The consumer sector and technology, media, 
and telecommunications (TMT) were the two 
biggest magnets for M&A. Both sectors continued 
a trend of consolidation from previous years. 
The consumer sector has seen both regional 
companies such as Croatia’s Podravka grow 
through acquisitions, and international players 
like Heineken look to expand their presence 
in CEE. In TMT, privatisation of state telecoms 
companies and the acquisition of promising 
developers have contributed to M&A activity, 
despite the sale of both Serbia and Slovenia’s 
national telcos stalling in 2015.

Within the context of stable deal flow, 
competition for quality targets has become 
strong and has driven up prices in some of the 
more mature markets.

Buyers who come into the region expecting 
favourable valuations for quality targets may be 
surprised to find a fiercely competitive bidding 
environment that has raised seller expectations, 
particularly in countries such as Poland and 
Romania. Supporting the overall trend, private 
equity reached a four-year high in 2015 as 
funds piled in to capitalise on a better regional 
growth outlook and a range of attractive 
targets. The single biggest deal was LSREF III 
GTC Investments’ €988m acquisition of 33.5% of 
Polish real estate developer Globe Trade Centre, 
indicative of the perceived strong potential of 
Poland’s property sector.

Looking into 2016, distressed opportunities are 
expected to grow even as economies recover, 
as over-leveraged companies that have failed 
to restructure run out of steam. Distressed 
opportunities are anticipated predominantly in 
the Ukraine, where the economy has been hit 
hard by war and fiscal crisis. Across the region, 
the energy, mining and utilities sector is also 
expected to yield distressed debt opportunities, 
as commodity prices across the board from steel 
and coal to oil are in the doldrums.

INTRODUCTION

WITHIN THE CONTEXT OF STABLE DEAL FLOW, 
COMPETITION FOR QUALITY TARGETS HAS  
BECOME STRONG AND HAS DRIVEN UP PRICES  
IN SOME OF THE MORE MATURE MARKETS
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REGIONAL FOCUS
Over the past few years, both domestic and foreign investors have 
valued robust economic growth and high-quality infrastructure 
in many Central Eastern European countries. The big story is of 
course playing out in Poland and the Czech Republic, however, 
Romania and Hungary have also emerged as popular destinations 
with promising targets in sectors such as healthcare and financial 
services. In many other CEE countries, Bosnia-Herzegovina for 
example, transparency and regulatory compliance remain 
challenges to an improved M&A climate. 

 Albania

 Bosnia and
Herzegovina

 Serbia

 Ukraine

 Slovenia

 Croatia

 Slovak
Republic

 Bulgaria

 Hungary

 Austria

 Romania

 Czech
Republic

 Poland 68%

53%

47%

34%

24%

19%

16%

9%

9%

9%

5%

3%

2%

The countries that are seen as most likely to 
attract M&A activity in the future are Poland, 
with 68% of respondents saying that they are 
interested in targeting the country, the Czech 
Republic (53%), and Romania (47%). The least 
attractive countries are Albania (2%), Bosnia & 
Herzegovina (3%) and Serbia (5%).

One good reason for this is market size. After 
Austria, Poland, the Czech Republic, and 
Romania are the three biggest economies in 
CEE; Serbia, Bosnia and Albania among the 
smallest. Poland’s nominal GDP is more than 
ten times bigger than Serbia’s, according to the 
IMF, and its population of 38.5m represents a 
large domestic market.

“Poland is a big market and our next target in 
the region will be in Poland, which will give us 
good potential for growth,” a partner in a US-
based company says.

But higher economic growth is a more important 
factor than sheer size for most. Poland and 
Romania are favoured not only because of their 
large GDP and populous markets, but because 
they are growing quickly. In its November 2015 
regional economic outlook, the European Bank 
for Reconstruction and Development (EBRD) 
forecast growth of 3.7% and 3.3% in 2016 for 
Romania and Poland respectively. The IMF 
forecasts 2.6% growth for the Czech Republic, 
after a remarkably good 3.9% in 2015. By 
contrast, Serbia is expected to grow at just 1.8%.

“Out of all the countries, Poland is the most 
attractive market and we can expand our 
business size considerably by utilising the strength 
of its economic value and growth prospects, 
the country has experienced robust growth 
throughout the past few years,” the finance 
director of a Slovenia-based corporate says.

IN WHICH COUNTRY/IES ARE YOU CURRENTLY 
LOOKING FOR NEW OPPORTUNITIES?  
(PLEASE SELECT ALL THAT APPLY)
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Overall, those surveyed said that they were 
attracted to markets first and foremost by 
economic growth (85%), followed by the level 
of infrastructure development (65%). The Czech 
Republic is seen as historically having the most 
robust infrastructure in the region, benefitting 
its exporters in particular, and thus helping 
to account for its popularity as an M&A 
destination. While Albania and Bosnia are 
expected to rack up growth of 3.3% and 3.0%, 
respectively, in 2016, they have notoriously 
patchy infrastructure, though improvements 
have been made in Albania at least.

Political and regulatory stability are also 
important factors for many investors, in a region 
in which these are not always certainties. Markets 
that can offer growth, scalability, and security, 
are naturally favoured.

“The Czech Republic is booming at a higher 
speed compared to the other countries in 
the region, with a high GDP growth rate 
and stability in the regulatory and political 
environment. More investments are flowing 
into the country and this creates better 
opportunities to invest and draw returns from 
potential targets,” says one partner at a US 
private equity firm.

1       2       3       4      5       6

Rank:

Latin
America

Sub-Saharan
Africa

Rest of
Europe

MENA

Asia-Pacific 
region

North
America

80%

11% 6%

5%

19%

39%

29%

17%

77%

7%

60%

21%

6%

6%

1%1% 1%

15%

3%
1%

1%

1%

1% 1%

17% 19%

34%

37%

29%38%

14%

1%
1%2%

FROM WHICH REGION DO YOU THINK THE MAJORITY OF 
INBOUND DEALS INTO THE CEE REGION WILL COME FROM  
IN 2016? (PLEASE RANK 1 TO 6, WHERE 1 = TOP INBOUND)

 Lack of suitable targets

 Political trends

 Reputation
management

 Currency risk

 Uncertain regulatory
environment

 Large administrative
burden

 Challenging compliance
management

 Competitive bidding
environment 70%

62%

53%

37%

31%

30%

24%

13%

 Challenging compliance management

WHAT DO YOU PERCEIVE AS THE BIGGEST CHALLENGES 
TO INVESTING IN YOUR SPECIFIC COUNTRY OF CHOICE? 
(PLEASE SELECT ALL THAT APPLY)

 Level of GDP per capita

 Currency risk

 Taxation laws

 Skill of local labour force

 Availability of distressed
assets for sale

 New/ investment-
favourable regulation

 Stable political
environment

 Stable regulatory/
legal framework

 Level of infrastructure

 Level of economic growth

65%

55%

44%

43%

41%

35%

23%

17%

15%

85%

WHAT ARE THE FACTORS THAT WILL 
MOST IMPACT YOUR CHOICE OF 
COUNTRY FOR YOUR NEXT DEAL?
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Some investors see the larger markets in the 
region as bases from which they can expand 
elsewhere in CEE. In other cases, M&A allows 
the acquisition of region-wide businesses, 
providing penetration in a range of different 
markets in CEE.

“This deal was good for us, it gave us access to 
a lot of companies in different countries,” says 
the finance director of one US-based corporate. 
“Through the deal we got subsidiaries in Poland, 
Croatia and Romania. It also introduced and 
helped us become a part of a new market.”

Respondents expect other European companies 
to be by far the strongest inbound investors over 
the next year, followed by investors from North 
America and the Asia-Pacific Region, which 
tallies with actual deal flow seen in 2015. 

TOUGH COMPETITION
CEE remains an attractive investment 
destination, despite slower growth in the wake 

of the crisis, political concerns in some countries, 
shrinking populations, and over-dependence 
on the sluggish and crisis-prone eurozone. This 
much is clear from the fact that respondents 
saw the competitive bidding environment as 
the single biggest challenge to investment in 
their country of choice, cited by 70% of those 
surveyed, out of which more than one-third 
said they had been looking for opportunities in 
Poland. While investors may initially be drawn 
to the region for its favourable valuations 
and quality targets, they may find that it has 
become a competitive market. In some of the 
smaller economies in the region the issue may 
be compounded.

“We have a small market with a few players 
all bidding for the same products; there is not 
a dearth of external buyers trying to invest into 
the country,” says a Bulgaria-based corporate 
strategy director. “There are only a few 
companies offering similar products and they 
may not be ready to sell their businesses off.”

 Ability to raise funds

 Sanctions regimes
involving Russia

 Strong state involvement

 Transparency issues

 Buyer/ seller valuation gap

 Difficult economic environment

 Uncertainty surrounding
the eurozone

 Uncertainty surrounding the eurozone
 Difficult economic environment

 Buyer/ seller valuation gap
 Transparency issues

 Strong state involvement
 Sanctions regimes involving Russia

 Ability to raise funds

77%

73%

58%

49%

48%

44%

29%

“THIS DEAL WAS GOOD FOR US, IT GAVE US ACCESS TO 
A LOT OF COMPANIES IN DIFFERENT COUNTRIES.”

Finance director, US-based corporate

It is not only the competitiveness of bidding 
processes that concern investors and drive up 
costs. Respondents also said that the procedure 
can be long and drawn-out, and in some 
cases sensitive to changes in the political and 
regulatory environment. 

“The competitive bidding process can extend 
and make the deal more expensive for us. 
We may not want to pay a larger amount for 
an asset and this can cause a problem to our 
growth strategy as we would lose out on a 
valuable asset or maybe pay more for it and 
have to cut costs somewhere else,” explains the 
CFO of an Austria-based corporate.

As in other emerging markets which are 
increasingly penetrated by international 
companies as well as bigger domestic and 
regional companies, smaller players fear being 
priced out of the market by multinationals with 
greater capital-raising clout.

WHAT DO YOU PERCEIVE AS THE BIGGEST CHALLENGES 
TO IMPLEMENTING YOUR CEE STRATEGY IN GENERAL? 
(PLEASE SELECT ALL THAT APPLY)
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The second biggest perceived challenge to 
investments is compliance management, 
with 62% of respondents citing this as an 
issue. This is understandable in a region in 
which EU standards do apply but have not 
been implemented fully in all countries. 
But compliance with domestic legislation is 
not the only challenge; investors must also 
meet requirements of their shareholders and 
regulators in their home markets. The widely-
acknowledged challenges of corruption, 
crossover between legal and nefarious business 
interests, and politicisation that exist throughout 
CEE (though in some markets more than others), 
make this a particular hurdle in this region.

“Compliance is a big issue in Hungary, which 
accounts to disincentives in the region, and 
so being careful and getting to know every 
aspect well through due diligence has become 
imperative while assessing targets in the 
region so that there is no impact on business 
reputation whatsoever,” says the CFO of an 
Austrian corporate.

In terms of implementing their CEE strategy 
over the longer term, the majority of investors 
(77%) cite the uncertainty surrounding the 
eurozone as the biggest challenge. The single 
currency zone’s travails have been the most 
important factor holding back the region’s 
progress since the 2008-09 global economic 
crisis. The eurozone is the largest single trading 
and investment partner for almost every 
country in CEE. So despite ongoing efforts to 
diversify, for example turning towards Chinese, 
Russian and Gulf trade and investment, as 
countries including Serbia and Hungary have, 
the region remains highly sensitive to the 
eurozone’s economic wellbeing.

“Economic conditions in the past have turned 
bad, and we were unable to get the returns we 
wanted – we made losses,” says a partner in a 
Czech-based private equity firm. “The eurozone 
crisis affects us as it affects the whole region.”

Competitive bidding in an environment with 
limited targets has served to push up prices. More 
than half of those surveyed (58%) cite a buyer/
seller valuation gap among the major challenges 
for implementing their CEE strategies, in particular 
those respondents who are considering Poland 
and Romania as investment destinations.

“Valuation gaps are the biggest challenge as 
I feel targets will focus on value gains and 
may show reluctance in flexibility towards 
negotiations as they are aware of the growth 
prospects. This would result in lack of scope 
and greater competition from targets based 
on amounts being put forward. We plan to 
overcome this challenge through diversification,” 
says the corporate head of finance at a 
Singapore-based company.

READY FOR BUSINESS
In terms of openness to investment, favourability 
for managing compliance and regulatory 
processes, and level of infrastructure, Poland 
came top in all three measures and the Czech 
Republic second.

On openness to investment, 49% of respondents 
ranked Poland first or second, 45% cited the 
Czech Republic in the top two places, and 
30% chose Austria. This is perhaps surprising, 
as Poland has something of a reputation for 
overbearing and complex bureaucracy and a 
legal system that can entangle investors. But it 
is a vote of confidence in Poland and the Czech 
Republic in a region in which competition for 
foreign investment has grown more intense as 
FDI flows from Western Europe have slowed since 
the global economic crisis. 

Hungary’s position in the top three in terms of 
the proportion of respondents ranking it first or 
second for the ease of managing compliance 
and regulatory processes (27%) may also come 
as something of a surprise. The conservative 
government of Viktor Orban has moved to raise 
taxes on a number of sectors, including telecoms 
and banking, which are dominated by foreign 
investors, and openly favours domestic players 
in some industries. The complex interweaving 
of business and political interests in the country 
under successive governments of different 
stripes also makes due diligence a challenge. 

“VALUATION GAPS ARE THE BIGGEST 
CHALLENGE AS I FEEL TARGETS WILL 
FOCUS ON VALUE GAINS AND MAY SHOW 
RELUCTANCE IN FLEXIBILITY TOWARDS 
NEGOTIATIONS.”

Head of finance, Singapore-based corporate
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PLEASE RANK THE COUNTRIES IN THE CEE REGION ACCORDING 
TO OPENNESS TO INVESTMENT

Poland  Czech 
Republic

 Hungary  Romania  Austria

 Bulgaria  Slovak
Republic

 Croatia

 Slovenia  Albania  Bosnia and 
Herzegovina

 Ukraine  Serbia

Poland
Czech 

Republic Hungary Romania Austria

Bulgaria Slovak
Republic

Croatia

Slovenia Bosnia and
Herzegovina

Albania

Ukraine Serbia

PLEASE RANK THE COUNTRIES IN THE CEE REGION ACCORDING TO THE EASE OF 
MANAGING COMPLIANCE/REGULATORY PROCESSES 

1       2       3       4      5       6

(PLEASE RANK 1 TO 6,  WHERE 1=MOST FAVOURABLE, 
6= LEAST FAVOURABLE)

1       2       3       4      5       6

(PLEASE RANK 1 TO 6,  WHERE 1=MOST FAVOURABLE, 
6= LEAST FAVOURABLE)

1%
1%

1%1%

1%

7%

1%
1%1%1%

1%
2%

2%

2%

5%
8%

2%
1%
1%

4%

10%

5%

8%

5%6%5%

22%

5%

27%

23%

8%
6%

8%

8%

8%

5%

3%

5%

5% 5%
4%5%

6%
6%

8%

10%

5%
8% 5%

7%

7%

7%

15%
9%

23%
12% 12% 6%

14%

12%

11%

11%
8%

12%

14%

13%12%

12%

15%

16%

14%

17%

14%

16%

17%

16%

10%

8%

22%

17%

13%

12%

6%

26%

7% 8%
19%

11%

17%14%

19%

15%

18% 10%

16%
13%

9%

6%

12%15%

17%

14%
17%

14%

10%

10%

11%

2%

11%

13%

16%

10%

8%

6%

10%

6%

3%

7%

8%

10%

4%
4%

5%
6%

4%

1%1%
3%

1%2%

2%1%
3%

5%
5%

1%
1%

1%
1%

1%
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PLEASE RANK THE COUNTRIES IN THE CEE REGION 
ACCORDING TO LEVEL OF INFRASTRUCTURE. 
(PLEASE RANK 1 TO 6, WHERE 1=MOST 
FAVOURABLE, 6= LEAST FAVOURABLE)

1       2       3       4      5       6

Rank:

 Albania

 Bosnia and
Herzegovina

 Slovenia

 Serbia

 Slovak
Republic

 Ukraine

 Bulgaria

 Croatia

 Austria

 Romania

 Hungary

 Czech 
Republic

 Poland 42%

21%

9%

11%

12% 20%

8% 9% 12%

10%

8%6%

9%8%7%

12%

21% 14%

12% 10% 14% 20% 16%

16% 12% 15% 14% 23%

29% 21% 8% 6%

5%

4%3%

4%

1% 3% 5%

1%

1%1%1%

3%
1%2%

3%

5%

2%1%

1% 1%

1% 1%

3%3%

1%

7%5%

4%

6%

4%

9%

21% 13% 9%

5% 5%

Nonetheless, in sectors such as manufacturing, 
the government continues to promote foreign 
investment strongly; and the government has 
at least communicated its policies fairly well, 
and its secure political position gives a degree 
of regulatory consistency.

Poland (45%) and the Czech Republic (39%) 
again come top on this measure, reflecting 
their relatively stable regulatory and political 
frameworks. Whether Poland will slip down 
the ratings on the watch of the conservative 
Law and Justice government which came to 
power in late 2015 remains to be seen. Moves to 
curb the power of the constitutional court may 
have implications elsewhere in the judicial and 
regulatory system.

In terms of infrastructure, Poland, the Czech 
Republic, Hungary and (again surprisingly) 
Romania top wealthy Austria. Poland’s EU-
supported investments in its transport network, 
including road, rail, airports, and urban transit, 
have been among the most impressive in the 
region over the past decade, and continue to  
be rolled out.

DEAL FINANCING 
Respondents are confident about the deal 
financing outlook for M&A in CEE in 2016, with 
92% expecting an improvement in the fundraising 
environment. Cited reasons for this include 
recovering liquidity; low interest rates in the 
region and the eurozone; capital seeking higher 
returns than can be found in Western Europe; 
and government support.

“There is a lot of capital in the market currently 
and investors are looking for investment 
opportunities,” says the corporate finance 
director of a Polish company. “They will use 
this capital and put it in this region as the 
returns are expected to be good here.”

“In competition with Western and Southern 
European countries, the CEE region has carved 
out an excellent position in the dealmaking 
market,” according to the managing director of  
a Swiss corporate. “Nominal but stable growth 
has enhanced the confidence of investors, so 
the fundraising process isn’t a challenge.”

Nonetheless, almost as many respondents 
expect the US Federal Reserve’s interest rate rise 12



to have an effect on the market. The Fed raised 
rates in December 2015, the first hike since 2006, 
which is expected to be followed by two to four 
more rises in 2016 – though increasing global 
uncertainty may lead to a more doveish stance. 
Some respondents feel that the rising cost of 
raising capital in the US, and the appreciation  
of US assets, will trim American investment in  
the region.

“The US will invest less in CEE then and 
they might back out from their assets and 
investments here,” says the managing director 
of a German corporate.

However, other respondents feel that the stronger 
dollar will make investment in CEE more 
affordable, and boost the region’s exports.

The vast majority of respondents (91%) expect 
to finance their next M&A activity through cash 
reserves. Many companies have built up cash 
over the past few years through cost savings and 
improvements in profitability; several respondents 
also said that their appetite was for smaller 
acquisitions requiring less capital. 

“We plan to use cash as we have managed 
to meet profit expectations and have stocked 
up well in reserves and will attempt to win 
negotiations based on the value of cash resources 
to sellers,” says the CFO of one Austrian corporate.

But ample liquidity and willingness to lend, as 
well as low interest rates (even with the Fed now 
in raising cycle), mean that some are also willing 
to turn to banks when necessary.

Improve 
significantlyImprove somewhat

Remain the same

Slightly more difficult

28%64%

7%

1%

 Public markets
(including IPO)

 Family offices

 Asset-based
lending financing

 Private equity investment

 Debt markets

 Bank funding

 Cash reserves 91%

57%

49%

27%

19%

16%

11%

HOW DO YOU THINK THE FUNDRAISING ENVIRONMENT FOR 
DEALMAKING IN THE CEE REGION WILL CHANGE OVER THE 
NEXT 12 MONTHS?

HOW ARE YOU PLANNING TO FINANCE  
YOUR NEXT ACQUISITION IN THE REGION?  
(PLEASE SELECT ALL THAT APPLY)

“WE PLAN TO USE CASH AS WE HAVE 
MANAGED TO MEET PROFIT EXPECTATIONS.” 

CFO, Austrian corporate
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DISTRESSED OPPORTUNITIES 

Increase 
significantly

Increase 
somewhat

Remain 
the same

16%

58%

18%

8%
Decrease

 TMT

6%
Defence

2%
Cons-
umer

8%
Pharma, 
medical 
and biotech

16%

Industrial & 
chemicals

26%

Business 
services

16%

Agri-
culture

16%Real estate

42%
Financial 
services

44%

Construction

26%
Trans-
portation

14%

Leisure

10%

Energy, mining 
and utilities

72%

Central and Eastern Europe was hit hard by 
the global economic crisis, and recovery has 
been difficult in many countries, with sluggish 
growth or even double-dip recessions. For 
example, Croatia’s economy failed to grow 
between 2009 and 2014. The eurozone crisis 
has acted as a drag on recovery. Added to this 
are high levels of leverage in some quarters, 
hence a substantial build-up of distressed debt. 
With a healthier eurozone being somewhat 
offset by global headwinds, most respondents 
(74%) see an increase in distressed debt 
opportunities in 2016.

“There will be an increase in debt opportunities, 
as this region was hit by a strong recession, 
coupled with problems in the EU and the 
Ukraine crises,” says a partner in a Poland-
based PE firm. “A mixture of all these problems 
has left companies in a very weak state, they 
are trying very hard to recover and almost all 
sectors are shaky. It is easy to invest and buy 
companies as their prices and value has fallen.”

Many companies in the region have 
struggled to improve their business models in 
the wake of the crisis, and remain burdened 
with debt. While monetary policy is expected 
to remain loose throughout the region with 
inflation at historic lows and growth fragile, 
these companies will remain under pressure. 

WHAT DO YOU THINK WILL HAPPEN TO 
DISTRESSED DEBT OPPORTUNITIES IN THE 
REGION IN 2016?

IN WHICH SECTOR DO YOU EXPECT TO FIND THE MOST 
OPPORTUNITIES FOR RESTRUCTURING OVER THE NEXT 12 MONTHS? 
(PLEASE SELECT ALL THAT APPLY) 

14



 Slovak
Republic

 Albania

 Bulgaria

 Austria

 Romania

 Hungary

 Slovenia

 Czech
Republic

 Serbia

 Bosnia and
Herzegovina

 Croatia

 Poland

 Ukraine 68%

38%

32%

24%

24%

22%

18%

16%

14%

12%

12%

6%

2%

 Bosnia and Herzegovina

IN WHICH COUNTRY DO YOU EXPECT 
TO FIND THE MOST OPPORTUNITIES 
FOR RESTRUCTURING OVER THE NEXT 
12 MONTHS? (PLEASE SELECT ALL 
THAT APPLY) 

In some cases, regulation will tighten 
conditions or – for example in Serbia – new 
bankruptcy laws have made distressed sales 
more straightforward.

The sector regarded as the most likely to see 
restructuring is energy, mining, and utilities, 
largely due to the sustained low prices for 
commodities across the board and electricity 
in most CEE countries, which are expected to 
persist through 2016.

The situation in the Ukraine will also yield 
significant opportunities for investors in 2016, 
according to 68% of respondents.

“The economy has faced a lot of volatility due 
to the current problems with Russia,” explains 
a partner in a US-based private equity firm. 
“Many companies cannot sustain their base 
as they were doing business with Russia. 
They are under a lot of pressure and may not 
sustain business in the coming months and 
many may sell off their business to recover 
losses and pay off debts.”

“THERE WILL BE AN INCREASE IN DEBT 
OPPORTUNITIES, AS THIS REGION WAS HIT 
BY A STRONG RECESSION.”

Partner, Poland-based PE firm
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DEAL EXPERIENCE
Much of the CEE region’s recent deal flow has come from 
consolidation in the financial services and consumer sectors and 
privatisation in telecommunication. While these are staples of 
CEE M&A activity, challenges for buyers to fully exploit possible 
synergies and meet regulatory requirements remain apparent 
across the board.

It is a substantial vote of confidence in Central 
Eastern Europe’s M&A environment, and its 
economies more broadly, that the vast majority 
of investors surveyed – 98% – expect to return to 
the region to invest again. Some 85% say that 
they plan to invest in the same country as they 
did in 2015, based on their experience.

“Doing business in the region is both profitable 
and easy, the country has a good business 
culture and the market is well developed,” says 
the managing director of a US private equity firm 
that invested in Austria in 2015. 

Several respondents say that they plan to use 
2015 investments as a springboard for expansion 
in the region, starting in larger markets.

More than half the investments made in the 
region by respondents (53%) went to just three 
countries – Poland, Austria, and Hungary, 
respectively the first, second, and fifth largest 
economies in CEE. The top target for investors 
was the industrial & chemicals sector (22%), 
followed by the consumer sector (17%). 

HOW HAS YOUR PREVIOUS 
M&A EXPERIENCE IN THE 
REGION IMPACTED UPON 
YOUR CEE STRATEGY?

IN WHICH SECTOR WAS YOUR MOST RECENT INVESTMENT/ACQUISITION?

HOW HAS YOUR PREVIOUS M&A 
EXPERIENCE IN YOUR MOST 
RECENT COUNTRY IMPACTED 
UPON YOUR CEE STRATEGY? 

 TMT

15%
Consumer

17%

Pharma, 
medical 
and biotech

9%
Industrial & 
chemicals

22%

Business 
services

7%

Agri-
culture

2%

Real 
estate

3%Financial 
services

9%

Cons-
truction

3%

Trans-
portation

3%

Leisure

3%Energy, 
mining 
and utilities

7%

98%
More likely to invest in the 

region as a whole again

85%
More likely to invest in 

the same country again

2%
Less likely to invest in the 

region as a whole again

15%
Less likely to invest in 

the same country again

“DOING BUSINESS IN THE REGION IS BOTH PROFITABLE 
AND EASY, THE COUNTRY HAS A GOOD BUSINESS 
CULTURE AND THE MARKET IS WELL DEVELOPED”

Managing director, US private equity firm
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THE CONSUMER SECTOR REMAINS 
ATTRACTIVE GIVEN ITS RELATIVELY 
ROBUST DOMESTIC CONSUMPTION 
IN DIFFICULT ECONOMIC 
CIRCUMSTANCES

After a period of post-communist deindustrialisation, 
countries in the northern part of CEE in particular 
have attracted substantial investments in export-
oriented industry, a trend that continues, and 
may be strengthened by a sustained eurozone 
recovery. As noted in the previous section, a 
eurozone downturn remains the biggest risk  
to investment in CEE. Meanwhile, the consumer 
sector remains attractive given the regions 
relatively robust domestic consumption in difficult 
economic circumstances, and the ongoing 
growth of modern retail in some countries.

PE OPPORTUNITIES AND CHALLENGES 
The three most favoured destinations for 
surveyed private equity investors in 2015 were 
Austria (accounting for 28% of PE transactions), 
Poland (18%) and Romania (16%), while 
corporates preferred the large market of 
Poland (29% of corporate investments).

Understandably, the availability of targets was 
ranked highly as a factor in PE investments, 
cited by 46% of respondents. GDP growth 
was ranked as less important, indicating that 
investors are confident of a return even in a less 
robust macroeconomic climate.

For corporates, the most important cited issues 
determining an investment are attractive 
consumer growth markets (26%) and gateways 
to neighbouring countries (14%), again 
indicating that many investments in 2015 are 
seen as a springboard to regional expansion.

For PE firms, transparency issues were the most 
challenging issue in their transactions in CEE, cited 
by 24% of respondents as the top concern, followed 
by agreeing on warranties and indemnities.

“The challenges were quite minimal overall, but 
there were transparency issues in terms of taking 
a closer view on the internal financial structure 
due to the competition in the auction process,” 
says a partner in a UK-based PE firm.

IN WHICH COUNTRY WAS YOUR MOST RECENT 
INVESTMENT/ACQUISITION?

Private equity Corporate            Total       

Albania

Bosnia and
Herzegovina

Serbia

Croatia

Ukraine

Bulgaria

Slovenia

Slovak
Republic

Czech
Republic

Romania

Hungary

Austria

Poland
25%

29%

18%

28%

13%
18%

16%
5%

9%

8%
11%

10%

6%

10%
9%

8%
7%

7%

8%
5%

6%

4%
6%

5%

4%

3%

2%

2%

3%
3%

4%

3%

2%
1%

1%

1%

17

SU
R

V
E

Y



The private equity sector in CEE is relatively 
bullish, with funds seeing opportunities for 
returns even with growth lower than the 
boom years of the mid-2000s. PE firms, as 
well as corporates, say that their previous 
M&A experience in the region made them 
more likely to invest in CEE as a whole again 
in the future. 

“We will invest in the region, as it is one of the 
fastest growing regions in the world and is 
actually getting good returns for us, while there 
is also a large potential to [continue to] grow,” 
says a partner in a Poland-based PE firm.

M&A activity in the region by surveyed private 
equity funds in 2015 was predominantly (54%) 
through leveraged buyouts. 

Poland, the Czech Republic, and Romania 
are the top choices for new opportunities: 
again, the largest markets in the region 
apart from Austria.

Respondents expect investment opportunities in 
a range of sectors for 2016. TMT and consumer 
are seen as having the most potential, with 
80% and 74% of PE respondents citing these 
sectors as likely to be the most attractive. The 
TMT segment is seeing regional consolidation 
and a wave of privatisations of state telcos is 
expected, while nimble ICT companies across 
the region continue to attract PE financing and 
deliver excellent returns. 

Major TMT deals by private equity 
players included ALPHA Associates’ and 
Value4Capital’s exit from home.pl in a €122m 
sale to Germany’s 1&1 Internet, and the Polish 
Enterprise Fund’s €36m buyout of domestic 
player SMT Software Services. The €315m 
secondary buyout of Hungary’s Partner in 
Pet Food by UK-based PE fund Pamplona 
Capital Management was one of the biggest 
consumer sector deals last year.

Consumer companies’ relative resilience  
to economic volatility, and a trend towards 

Leveraged buyout       Secondary buyout       Buy and build

54%

28%

18%

 Lack of 
local fundraising

 Scarcity of 
suitable targets

 Lack of profitability

 Rising valuations

 Red tape/
administrative

challenges

 Limited exit
opportunities

 Underdeveloped
capital markets

76%

68%

58%

50%

30%

28%

12%

WHAT TYPE OF PRIVATE EQUITY DEAL WAS IT?

WHAT DO YOU CONSIDER AS THE MAIN 
OBSTACLES FOR PRIVATE EQUITY IN THE 
CEE/SEE REGION? (PLEASE SELECT ALL 
THAT APPLY) 

PRIVATE EQUITY 
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consolidation and strengthening synergies  
and economies of scale in the sector in 
CEE, help explain the sector’s popularity. 
Meanwhile, the region’s aging population  
has helped drive demand for pharmaceuticals  
and medical services.

The two biggest perceived hurdles for private 
equity development are limited exit opportunities 
(cited by 68% of respondents) and – closely 
related – underdeveloped capital markets (76%). 
Many of the region’s stock exchanges are small 
and illiquid – daily turnover on exchanges in the 
smaller markets of South East Europe is regularly 
below €1m. Other bourses have failed to attract 
as many budding SMEs as might be hoped. 

“Exit options available to PE investors are quite 
limited in the CEE region,” says the managing 
director of one France-based PE fund. “There 
is a lack of interest and the M&A environment 
is yet not mature, so it is an obstacle for the PE 
investors as their investments get locked up and 
exiting becomes complex.”

The managing director of a US-based PE fund 
says that buyers tend to negotiate hard, and  
a lack of flexibility in negotiations makes  
exits difficult.

Private equity Corporate       

Serbia

Bosnia and
Herzegovina

Slovak
Republic

Albania

Slovenia

Bulgaria

Croatia

Hungary

Austria

Romania

Czech Republic

Poland 33%
28%

17%
20%

14%
24%

11%
12%

7%
2%

4%

6%

3%
2%

3%

4%
6%

1%

1%

2%

 TMT

80%

Consumer

74%

Pharma, medical 
and biotech

62%

Energy, 
mining 
and utilities

32%

Industrial & 
chemicals

52%

Business 
services

30%

Agri-
culture

20%

Real 
estate

20%

Financial 
services

20%

Cons-
truction

14%

Trans-
portation

4%

Leisure

10%

IN WHICH COUNTRY/IES ARE YOU CURRENTLY 
LOOKING FOR NEW OPPORTUNITIES?  
(PLEASE SELECT THE MOST IMPORTANT)

WHICH SECTORS DO YOU THINK WILL BE THE MOST ATTRACTIVE IN THE CEE REGION 
OVER THE NEXT 12 MONTHS? (PLEASE SELECT ALL THAT APPLY)
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IN WHICH SECTOR WAS YOUR MOST RECENT 
INVESTMENT/ACQUISITION?

WHAT WERE THE ADVANTAGES OF THE COUNTRY 
IN WHICH YOUR MOST RECENT DEAL IN THE CEE 
REGION TOOK PLACE? (PLEASE SELECT THE MOST 
IMPORTANT)

Political stability

Skilled labour force

Strong trade ties
with home country

Availability of 
local financing

Firm GDP growth

Manageable legal/
administrative process

Low cost of doing business

Gateway to 
neighbouring countries

Good infrastructure

Attractive consumer 
growth market

Availability of targets 15%

25%

23%

15%

10%

7%

5%

4%

26%

17%

2%

3%

3%

3%

3%

8%

5%

2%

2%

2%

2%

14%

4%

4%

46%

16%

12%

6%

6%

6%

4%

Private equity Corporate            Total       

Agriculture

Leisure

Transportation

Construction

Real estate

Business
services

Energy, mining
and utilities

Pharma, medical
and biotech

Financial
services

Consumer

TMT

Industrial
and chemicals

Private equity           Corporate

24%

12%

18%

7%

10%

7%

7%

4%

3%

3%

3%

2%

20%

20%

14%

14%

8%

6%

6%

6%

2%

2%

2%
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FOR PE FIRMS, TRANSPARENCY ISSUES WERE 
THE MOST CHALLENGING ISSUE IN THEIR 
TRANSACTIONS IN CEE, CITED BY 24% OF 
RESPONDENTS AS THE TOP CONCERN.

For corporates, the biggest challenges were 
different working cultures (cited by 18%), existing 
regulatory obstacles and transparency issues 
(both 15%), and changes in regulation (13%).

“The main challenge was combining working 
cultures as employees followed different 
processes and managed activities differently, 
but with the same objective and goal in mind,” 
says the head of finance of a Singapore-based 
corporate. “We used our leaders to spread our 
business mission and also conducted an open 
house to motivate combined employees and this 
worked out well for us.”

A number of respondents say that transactions 
took longer than hoped or expected, often 
because of legislation and regulation that was 
cumbersome, or unfamiliar, or both. Some found 
that working closely with M&A advisors with 
knowledge of the market eased the process.

PLENTY OF ATTRACTION
The single most important factor attracting 
investors to countries in the region was the 
availability of targets – cited by 25% of respondents 
– followed by consumer growth potential (23%). 

“We were strongly focusing on this market to 
acquire assets that could boost our portfolio’s 
strength as economic growth was positive, and 
there were a lot of attractive targets available 
which were operationally excellent and were 
available at undervalued prices,” says a partner 
in a Slovenian private equity firm.

Others who also said they were attracted to 
favourable valuations had mostly focused 
on Austria and Hungary. The effects of the 
global economic crisis and CEE’s slow recovery 
from it have also led to a range of distressed 
assets coming onto the market, broadening 
opportunities for investors. For those targeting 

WHAT WERE THE CHALLENGES IN COMPLETING YOUR 
MOST RECENT DEAL IN THAT COUNTRY? (PLEASE SELECT 
THE MOST IMPORTANT)

Changes in regulation

Compliance challenges

Length of transaction

Existing regulatory/
legal obstacles

Preparing transitional
service agreements

Different working cultures

Agreeing on warranties
and indemnities

Transparency issues 15%

8%

20%

18%
8%

15%

8%

11%

14%

10%
12%

10%

10%

10%

13%
2%

Private equity Corporate            Total       

24%

18%

15%

13%

12%

12%

11%

9%
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IN YOUR MOST RECENT DEAL WHAT 
ATTRACTED YOU TO THIS PARTICULAR 
TARGET? (PLEASE SELECT THE MOST 
IMPORTANT)

WHAT WERE THE GREATEST CHALLENGES IN 
INTEGRATING THIS ACQUISITION? (PLEASE SELECT 
THE MOST IMPORTANT)

consumer growth potential – corporates in 
particular – large markets with good growth 
paths are particularly attractive, for example 
Poland and Romania.

Other important factors attracting respondents 
to targets in the region included regional 
distribution channels (17%), attractive valuation 
(15%), and the target brand (14%). Heineken’s 
€446m deal for Slovenian brewer Lasko had 
several of these upsides – a sale including shares 
held by Slovenia’s bad bank and struggling 
state-owned companies, for a brand with a 
dominant presence on the Slovenian market, 
and respectable regional distribution networks 
(particularly in Croatia).

CHALLENGING TASKS AHEAD
Respondents cite creating synergies with their 
existing business lines as the leading challenge 
that they faced with their most recent acquisition 
(26% of those surveyed).

“We had to restructure the business to make 
sure it worked well and was appealing to 
customers. This proved to be quite difficult  
as it was not a very well-managed company 

earlier; holding onto employees and old 
management was expensive. After all this, 
achieving targets was really difficult. We also 
had to align the work culture to suit us better 
and upgrade IT systems. This was a difficult 
and expensive task,” says a partner in a 
Poland-based PE firm.

“We have had problems creating synergies with 
the business,” says the CFO of an Australian 
corporate investing in Poland. “We have the 
business in place but in some of the countries 
the markets are not ready for our products. 
Integrating without business partners has also 
been a long and difficult process as we have 

Restructuring potential

Target’s physical assets

Target’s market
share/position

Target’s domestic
distribution channels

Target customer base

Target IP/technology

Target brand

Attractive valuation

Target’s regional 
distribution channels

17%

15%

14%

11%

10%

9%

9%

9%

6% Retaining senior management

Integrating technology/
IT operating systems

Reaching projected growth levels

Slow pace of integration

Aligning working cultures

Financially restructuring the
business/servicing debt

Creating synergies with
existing lines of business 26%

25%

17%

11%

10%

7%

4%

“INTEGRATING WITHOUT BUSINESS 
PARTNERS HAS ALSO BEEN A LONG 
AND DIFFICULT PROCESS AS WE 
HAVE VERY DIFFERENT CORPORATE 
CULTURES; OUR WORKING STYLES 
ARE VERY DIFFERENT.”

CFO, Australian corporate
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very different corporate cultures, our working 
styles are very different. This has also been a 
reason why we have not been able to reach 
the growth levels we have aimed for.”

This suggests that, as well as the attractiveness 
of the target’s assets, market position and 
valuation, investors must also consider the 
complexities of managing, restructuring and 
integrating, particularly in markets with which 
they are unfamiliar. Levels of leverage are 
also a concern, particularly in sectors such as 
energy in which prices have plummeted.

Twenty-five percent of respondents say servicing 
the acquisition’s debt was the biggest challenge 
in their most prominent CEE acquisition.

The corporate head of finance of a Swiss-
based company explains how he addressed 
the challenges presented by an Ukrainian 
acquisition at a time of great economic and 
political difficulty:

“The biggest challenge in integration was 
managing the company. It was a new region 
for us and the asset had quite a few debts. First 
we serviced the debt and then restructured the 
whole business to fit in line with ours. We had 
to concentrate on all the business activities and 
still keep an eye on making sure we carried out 
business and kept our sales volume high.”

In terms of deal completion, the biggest 
challenge is transparency issues, cited by 18% 
of respondents. Financial reporting standards 
in CEE are not always as good as they might 
be, despite great improvements over the past 
two decades, and privately-held companies in 
particular can be troublesome in their opacity.

Tax compliance remains a challenge, cited by 
30% of respondents as the biggest regulatory 
issue. Even some countries with theoretically 
straightforward flat-tax systems in CEE are more 
complex than they seem, with various tiers of 
other taxes, particularly on employment. Antitrust 
compliance was cited by 24% of respondents as a 
particular regulatory challenge.

PE firms cited tax compliance as the most difficult 
area of compliance and regulation to manage 
(50%), while for corporates, antitrust was more 
of a challenge (26%). This is understandable, as 

Import controls

Bribery & Corruption
regulations

Money laundering
regulations

Export controls

Labour regulations

Data and privacy
protection regulations

Health & safety
regulations

Environmental
safety regulations

Intellectual property law

Antitrust compliance

Tax compliance 21%

26%

20%

12%

8%

8%

4%

9%
4%

7%

4%

6%

6%
6%

4%

2%

2%

2%

1%

4%

3%

3%

3%

Private equity Corporate            Total       

50%

30%

24%

11%

7%

7%

6%

IN YOUR LAST DEAL, WHICH COMPLIANCE/
REGULATORY PROCESSES WERE MOST 
CHALLENGING TO MANAGE IN THAT COUNTRY? 
(PLEASE SELECT THE MOST IMPORTANT)

23

SU
R

V
E

Y



corporates have generally been more likely to 
acquire major market-dominating companies in 
CEE than funds, though private equity has shown 
interest in sectors including telecoms and brewing 
in which there is monopoly risk.

INVESTMENT TRIALS
Concerns about legal infrastructure are 
worryingly common among international 
investors in CEE, with 58% of respondents saying 
that they consider contract claims difficult to 
enforce in regional courts. By contrast, only 18% 
of CEE investors agreed; perhaps an indicator 
of the difficulties presented by unfamiliarity 
with local legal systems as much as the systems 
themselves. Even within the EU, investors say 
that the legal environment is changeable, and 
implementation and enforcement of legislation  
is often lacking.

“The judicial systems in this region are not very 
open to foreign players as per our observations; 
the laws and legal procedures here are different 
to ours so we find it somewhat difficult to rely on 
the courts for the enforceability of the contract,” 
says the managing director of a Switzerland-
based corporate which invested in Hungary –  
an EU member.

CEE

International

International

Somewhat 
easy

Very difficult

Very 
easy

Somewhat
difficult

66%

Somewhat 
easy

37%

16%17%

Somewhat
difficult

57%

1%

Very difficult

1%
Very easy

5%

IN YOUR EXPERIENCE, HOW DIFFICULT IS 
IT TO ENFORCE CONTRACT CLAIMS IN THE 
REGION’S COURTS?

“THE LAWS AND LEGAL 
PROCEDURES HERE ARE 
DIFFERENT TO OURS SO WE 
FIND IT SOMEWHAT DIFFICULT 
TO RELY ON THE COURTS FOR 
THE ENFORCEABILITY OF THE 
CONTRACT”

Managing director, Switzerland-based corporate
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As Europe experienced record dealmaking activity in 2015, 
the CEE region contributed its fair share. 

Our survey shows that firm economic growth and solid 
infrastructure remain the main draw for investors in the 
CEE region – 85% cite economic growth levels as the most 
important factor impacting their investment decision, followed 
by 65% citing infrastructure.

M&A data reflects this trend as the mature M&A markets of 
Poland, Austria, Hungary and the Czech Republic continue  
to generate the most deals. 

Yet many of the other countries in the region still lag behind 
their potential and continue to pose some risk for investors. 
Transparency issues, tax compliance and competitive 
bidding were most frequently cited as a challenge to doing 
deals. While tender sale processes increasingly promise 
transparency and acceptable valuations, PE firms and 
corporates also often struggle with political volatility and 
complex legislation in some of the markets.

However, deal appetite is undoubtedly present and many 
governments such as Croatia are actively aiming to facilitate 
inbound investment. Here are some key lessons to consider 
when buying in Central and Eastern Europe.

KEY TAKEAWAYS
• Know your market. Be informed about 

political and legal developments that could 
impact your choice of country.

• Understand the links between your target’s 
performance and the overall economic 
environment of the country to ensure 
investment longevity and resilience to 
external shocks.

• Get local advice to support your due 
diligence work early on in the process.  
This can navigate through a perceived 
lack of transparency about your target.

• Explore the synergies that can be created 
between your existing lines of business and 
your acquisition in terms of geographic 
expansion and cost efficiency.

• Consider buying smaller businesses 
spread out over the region to build a 
complementary portfolio.

• Prepare an integration plan to overcome 
different working cultures and achieve 
quick results.

CONCLUSION
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COUNTRY  
M&A FOCUS
With stability in the overall M&A markets in the CEE, we explore 
the dealmaking environment in each of the individual countries – 
from Albania to Ukraine



In 2015, the Central and Eastern Europe (CEE)
region saw its fair share of M&A amid a record 
streak of dealmaking in Europe. But, headwinds 
from the global economy, including the eurozone 
crisis and a slowdown in China, as well as 
country-specific events, acted as a slight drag.

Overall M&A activity in CEE was stable in 2015; 
deal volume increased 2% to 473 deals in 2015, 
accompanied by a 5% lull in transaction value  
to €23.2bn.

Most economies performed solidly with firm 
GDP growth, while inflation fell to record lows 
in many countries. The decline in deal value is 
partly attributable to fewer big-ticket deals being 
made than in previous years. But other factors 
also affected certain markets, including domestic 
politics, with several countries undergoing 
elections or political ructions. 

A suitable target range is still available in most 
of the region’s more mature M&A markets, 
as the stable deal flow indicates, but some 
distressed assets, for example, are still held 
back from the markets, and privatisations are 
thinning on the ground in many countries.

However, easily available finance in Europe and 
global war chests amassed by both strategics and 
private equity firms were ready to be deployed in 
both the mature and emerging markets of Central 
and Eastern Europe.

Private equity experienced a bumper year in the 
region with a four-year high in deal volume, up 
23% from 2014. Investors are expected to continue 
seeking out quality targets across all sectors, as 
well as honing in on distressed assets over the 
coming year.

Easily available finance in Europe and a 
strengthening dollar also supported inbound 
dealmaking in the region.
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EASILY AVAILABLE FINANCE IN EUROPE AND GLOBAL 
WAR CHESTS WERE READY TO BE DEPLOYED IN BOTH 
THE MATURE AND EMERGING MARKETS OF CENTRAL 
AND EASTERN EUROPE.

M&A OVERVIEW
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SECTOR HIGHLIGHTS
The industrial & chemicals sector continued 
to yield the most targets in the CEE region, 
generating 18% of total M&A activity in 2015. 
The year’s final billion-plus deal was the €1.16bn 
acquisition of CGS Holding, a Czech tyre and 
polymer manufacturer, by Swedish automotive 
company Trelleborg. Over the past decade, the 
regional automotive sector has grown strongly, 
with component manufacturers flourishing as 
well as vehicle plants established or expanded 
by major international players such as 
Volkswagen, GM, and Renault.

However, TMT was the sector that garnered the 
highest values and made up 30% of total M&A 
value in 2015. Half of the top 10 deals in the 
region took place in the TMT sector. In telecoms, 
privatisations are in the pipeline, despite the 
stalling of sales of state telecoms companies 
in Slovenia and Serbia in 2015. Meanwhile, 
major European and global players continue to 
expand their presence regionally through M&A 
in new or existing markets. The single biggest 
transaction in the region was the spin-off of the 
infrastructure part of O2’s Czech business, creating 
a new telecoms hardware company Ceska 
telekomunikacni infrastruktura (CETIN), with 
shareholders receiving one CETIN share for each 
O2 share that they held. The demerger had a 
total value of €1.699bn.

The second biggest deal also took place in 
the sector, with the cross-border acquisition of 
a 52.7% stake in Polish commercial television 
network broadcaster TVN SA by US-based 
media company Scripps Networks Interactive for 
€1.4bn, indicating the attraction of the sizeable 
Polish television audience to foreign players.

TOP DESTINATIONS
Performance varied across the region. Poland, 
the largest market, made up 29% of total M&A 
volume in the region and had a bumper year 
with the value of deals growing by 79% to €6.9bn. 
Meanwhile, Hungary saw total value more than 
double, to €1.3bn, though this remained below 
levels seen in some previous years when more 
big-ticket transactions were made. 

While the Slovak Republic saw a fall in the number 
of deals, the part-privatisation of Slovak Telekom 
boosted total value to €1.3bn. These sorts of figures 
make clear how, in these relatively small markets, 

single major transactions can have a dramatic 
impact on the overall M&A value in a given year.

While Croatia and Slovenia saw deal value 
rise significantly owing to privatisations and 
consolidation, neighbours in South Eastern Europe 
saw a drop in value as politics and concerns 
about Southern European economies weighed on 
activity. Even Romania, one of the fastest-growing 
economies in Europe, saw activity drop in 2015. 
Bulgaria bucked the southern lull, with activity 
particularly lively in the buoyant ICT sector, one 
of the country’s economic success stories of the 
past fifteen years.

In Ukraine, the conflict in the east of the country, 
and severe economic difficulties, weighed 
heavily on M&A activity. But consolidation in 
the insurance industry and opportunities in the 
promising agricultural sector, as well as industrial 
privatisation targets, are vital signs of life.

OUTLOOK
The outlook for most of the region in 2016 remains 
positive, despite headwinds from a slowdown 
in China. Sectors expected to yield particularly 
strong activity in 2016 and beyond include 
financial services and telecoms, where regional 
consolidation continues. Several countries have 

TMT WAS THE SECTOR THAT GARNERED 
THE HIGHEST VALUES AND MADE UP 30% 
OF TOTAL M&A VALUE IN 2015.

Real EstateAgricultureTransportationLeisureConstruction

Pharma, Medical, BiotechEnergy, Mining, UtilitiesBusiness Services

Financial ServicesTMTConsumerIndustrial & Chemicals

VOLUME VALUE

18%
10%

11%

30%
18%

10%

10%

3% 2%

1%

1%2%
2%

3%
2%

16%

15%
11%

7%

7%

6%

5%

5%
5%

CEE SECTORS BY VOLUME AND VALUE 2015

28



long been regarded as “overbanked” with too 
many financial institutions for relatively small 
markets, and with regulatory pressure and a low 
interest rate environment, consolidation makes 
increasing economic sense.

Should the European economy continue to 
grow in 2016, activity can also be expected 
in manufacturing, with companies looking to 
capitalise on the CEE region’s lower cost-base 
compared to Western Europe, its favourable 
trade relations – within and outside the EU – 
and geographical advantages. Whereas some 
governments in the region have become more 
protectionist towards sectors such as banking  
and telecoms, they are almost universally keen  
to attract investments in job-creating 
manufacturing industries.

As property markets across CEE continue to lift out 
of the long drawn-out post-crisis slump, real estate 

Announced 
Date

Target Company Target Sector Target 
Country

Bidder Company Bidder 
Country

Seller Company Seller 
Country

Deal 
Value* 

EUR(m)

27/02/2015 Ceska 
telekomunikacni 
infrastruktura a.s. 

TMT Czech 
Republic

O2 Czech 
Republic 
(Shareholders)

Czech 
Republic

O2 Czech Republic Czech 
Republic

1,699

16/03/2015 TVN SA (52.7% 
Stake)

TMT Poland Scripps Networks 
Interactive Inc.

USA International Trading 
and Investments 
Holdings S.A.; 
Groupe Canal+ S.A.

France 1,440

16/01/2015 Generali PPF Holding 
B.V. (24% Stake)

Financial Services Czech 
Republic

Assicurazioni 
Generali S.p.A.

Italy PPF Group N.V. Netherlands 1,246

09/11/2015 CGS Holding a.s. Industrials & 
Chemicals

Czech 
Republic

Trelleborg AB Sweden 1,161

30/03/2015 Globe Trade Centre 
S.A. (33.5% Stake)

Real Estate Poland LSREF III GTC 
Investments B.V. 

USA 988

19/05/2015 Slovak Telekom, a.s. 
(49% Stake)

TMT Slovak 
Republic

Deutsche 
Telekom AG

Germany Government of 
Slovak Republic

Slovak 
Republic

900

06/07/2015 TVN SA (47.3% 
Stake)

TMT Poland Scripps Networks 
Interactive Inc.

USA 769

03/06/2015 UniCredit Tiriac 
Bank SA (45% Stake)

Financial Services Romania UniCredit Bank 
Austria AG

Austria Ion Tiriac (Private 
Individual)

Romania 700

30/11/2015 Bulgarian 
Telecommunications 
Company (Vivacom)

TMT Bulgaria Viva Telecom Bulgaria VTB Capital ZAO; 
LIC 33 Group

Russia 690

13/02/2015 Budapest Bank Zrt. Financial Services Hungary Corvinus 
Nemzetkozi 
Befektetesi Zrt.

Hungary GE Equity (General 
Electric)

USA 615

TOP 10 CEE DEALS 2015

should also see transactions, which could be 
boosted by banks releasing more distressed assets 
onto the market. These could make attractive 
investments for both domestic and foreign private 
equity investors. For example, in spring 2015, 
Netherlands-based investment holding company 
LSREF III GTC Investments, controlled by US-based 
Lone Star Fund, increased its stake in Polish real 
estate developer Globe Trade Center to 66% by 
buying a 33.5% stake for €988m – the largest 
buyout deal in 2015.

Information technology has also been an 
important driver of M&A activity in recent 
years. The region’s strong tradition of technical 
education, multilingual graduates, and low 
costs, have made it a popular destination for 
outsourcing; but investors have also sought out 
innovative developers, and will continue to do so 
in a market that has proven remarkably resilient 
to economic fluctuations.

*All deal values sourced by Mergermarket
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ALBANIA
M&A activity in Albania remains modest with one deal announced  
in 2015, the same as in 2014. 
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The solitary acquisition in Albania in 2015 was of 
the local branch of French bank Credit Agricole 
Albania Bank by Tranzit Finance, an Albania-
based financial institution that provides debt and 
equity financing options, for an undisclosed sum 
in May. Tranzit is a subsidiary of US-based NCH 
Balkan Fund; and the transaction is indicative of 
the increasing interest from PE funds in the CEE 
region’s banking segment.

Dealmaking in Albania is generally stimulated 
by foreign investment in cooperation with the 
country’s government or international financial 
institutions. Despite its respectable growth rate, 
investors may have shied away from Albania 
due to its proximity to troubled eurozone 
members Italy and Greece, says Sokol Nako, 
partner at Wolf Theiss.

“The major banking groups affecting decisions in 
the region have resorted to a very conservative 
wait-and-see approach which has significantly 
limited the amount of lending available from 
domestic banks,” he says.

Most deals are low-level ongoing transactions in 
the energy sector, particularly hydroelectricity. 
Lower energy prices may curtail activity in the 
hitherto-lively oil sector, but upside comes from 
the eurozone recovery, and slowly improving 
legal infrastructure.

In contrast to some of its South East European 
neighbours, there are few major privatisations 
left for Albania to complete, with most of the 
financial sector, for example, already in private 
hands. An exception of sorts is the power 
distribution monopoly; a 76% stake was sold 

to Czech energy company CEZ in 2008 as the 
latter was expanding regionally. However, the 
government stripped CEZ of its licence in 2013. 
There are currently no clear plans for a new 
tender. The government is drawing up a plan to 
privatise some of the assets that remain, which 
could be a source of M&A activity in the coming 
years, as could forthcoming land reform.

Recent moves by the government to increase 
tax are intended to curb the growth in Albania’s 
debt-to-GDP ratio, but may also have led 
investors to “take a breath before deciding to 
buy”, says Nako. 

The depressed oil price may trim activity in the 
upstream energy sector, which has been an 
important source of business in recent years. 
Albania has significant oil reserves, but the 
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WOLF THEISS INSIGHT
Albania has not been immune to Southern Europe’s slowing 
domestic economic growth nor to its own macroeconomic 
risk (high debt/GDP), unavailability of bank financing and 
a small domestic market. Albania has also experienced 
constant changes in the taxation regime (the current income 
tax rate is 15% and VAT 20%), low investment incentives, 
legal uncertainty, stalled land reform, and poor infrastructure. 
Most importantly, the completion of the best part of the 
privatisation process in prior years has had a dampening 
effect on the attraction of investments and related M&A. 
Although the legal structure is in place, Albania also still 
lacks a functioning capital market. M&A activity in Albania 
is entirely based on direct private transactions.

The few significant transactions concluded over the past 
several years have primarily been in the banking and 
finance and energy sectors. We may see increased activity 
during 2016 as a result of the government’s recent signals 
on the possible initiation of a privatisation process for its 
remaining ownership in several strategic sector companies. 
Additional improvement in the investment climate in 
2016 is expected after completion of land property reform, 
judiciary reform and the recent initiative undertaken by the 
authorities to improve the collection efficiency of taxes and 
customs duties. 

Merger filing requirements are fully harmonised with EU 
law. The consent of public authorities is also required when 
dealing with strategic sectors and regulated markets, 

such as banking, finance, insurance, energy, oil and gas, 
telecommunications and media. Employment issues usually 
affect privatisations and large companies operating in 
strategic sectors. The Albanian Labour Code requires both 
the buyer and the seller to notify and consult with trade 
unions and employees within 30 days of closing. 

Arbitration before foreign arbitration tribunals is the 
recommended disputes procedure. Albania is party to many 
arbitration conventions (New York Convention, European 
Convention on International Commercial Arbitration, ICSID, 
UNCITRAL). Albanian courts are generally very good about 
the recognition of foreign arbitral awards. 

There is increasing legal support of IP rights in M&A 
transactions with domestic companies. The Albanian 
legislation is highly harmonised with the EU and the country 
is party to several conventions and treaties regarding 
IP rights. Albania’s regulatory framework on protection 
of personal data is developing with the purpose of full 
harmonisation with EU legislation. 

A typical legal due diligence of an Albanian target 
would focus on compliance with the sectorial regulatory 
requirements as well as with those regarding employment, 
health and safety, environment, tax regime, social and 
health contributions and personal data protection. Another 
relevant aspect which is usually part of due diligence 
analysis in Albanian M&A is the title to real estate.

offshore resources, in particular, are less  
viable to explore and extract in the current  
price environment.

However, other sectors may take up some 
of the slack. The construction of the Trans-
Adriatic Pipeline may help catalyse activity, 
while tourism is increasingly promising. 
Manufacturing capitalises on low costs, and 
Albania’s position adjacent to Italy, with 
factories producing “prontomoda” clothes for 
rapid delivery, makes this a particularly lively 
sector. Albania’s copper and chromium mining 
industries have also held their own, and banks 
remain willing to finance deals.

“From a five or 10-year perspective, I think some 
visible improvements can be identified,” says 
Nako. “For example, customs work very well. 
And for a share purchase agreement or another 

deal instrument there isn’t a big distinction 
between the Albanian system and the Bulgarian 
or Romanian one,” he says. This means that the 
environment is, at least from the perspective of 
the legal framework, quite up-to-date. Therefore, 
the task is to bring the rest of the institutional 
setup up-to-date with those success stories, as 
well as improving the investment environment 
and economy as a whole.

Banks as a whole are well-managed and well-
capitalised, and Nako expects lending activity 
to pick up in 2016 as the non-performing loan 
ratio drops. However, the legal environment for 
the processing of distressed assets is problematic. 
While legislation is in place, implementation can 
be problematic. The government’s focus in early 
2016 is judicial reform, which, if successful, bodes 
well for future M&A activity. 
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AUSTRIA
Dealmaking enthusiasm in Austria was slightly cooler in comparison 
to lively European M&A activity. Deal volume has remained roughly 
at the same level since 2012, but slowed down by 4% YoY to 91 deals 
in 2015. However, without big-ticket deals above the €1bn mark, deal 
value closed the year with €3.3bn, 63% lower than in 2014. 
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“Austria is the region’s most mature M&A market, 
but it is very much a mid-market space,” says 
Horst Ebhardt, head of Wolf Theiss’ corporate 
practice. “Attractive target companies are stable 
and often times very successful in niche markets 
that allow for sales in global markets and are  
thus less exposed to single country risks.” 

By and large transactions involving Austrian 
targets do not appear to be abandoned on the 
basis of valuation gaps. Most transactions involve 
a tender sale process with multiple advisors, 
which generate an acceptable price range.

The beginning of the year still saw a flurry 
of deals as a continuation from 2014, which 
was a busy year for Austrian dealmaking. 
Consolidation continued in the industrial & 
chemicals sectors which yielded 29% of overall 
deal volume in 2015, with much of the activity 
concentrating on the manufacturing and 
packaging segment. 

Real estate transactions made up roughly 
one-third of deal value with high-profile deals 
such as CA Immobilien Anlage and O1 Group’s 
joint acquisition of a 15% stake in Immofinanz, 
a property investment firm and a holding 
company for a group of real estate management 
entities. At €423m, this was by some margin the 
biggest deal of the year in Austria. 

“Real estate has been very active in 2015. It is a 
solid asset class and based on a down-cycle that 
lasted from 2009 to 2014, there is now significant 

interest in Austrian real estate assets, both office 
and retail, from investors globally. We expect 
that trend to continue in 2016,” says Dieter 
Spranz, partner at Wolf Theiss.

The acquisition for €285m of a 25% stake in 
Conwert Immobilien Invest SE by Germany’s 
Adler Real Estate ranked third in size; another 
indicator of demand and robust valuations in  
the property sector. 

In a number of other sectors, distressed assets 
are expected to come onto the market as banks 
lose patience and stop extending credit to 
struggling clients.
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WOLF THEISS INSIGHT
Here we focus on EU merger control case referrals and 
Austrian “pre-pack” alternatives. EU merger control with a 
“community dimension” is generally triggered only in cases 
where the undertakings generated a combined worldwide 
turnover of more than €2.5bn and each of at least two 
undertakings generated an EU-wide turnover of more  
than €100m. Such cases fall within the exclusive jurisdiction 
of the Commission. Concentrations falling below the  
thresholds usually remain within the competence of the 
member states.

However, there are four exceptions which blur this clear 
division of competences. 

• Notifying parties can request the Commission to take 
exclusive jurisdiction over a concentration which does 
not have a Community dimension but would fall under 
national merger control in at least three EU states. 

• The Commission may be requested by the notifying 
parties to refer a case in part or total to one or more 
member states, provided that the concentration may 
significantly affect competition in a market or markets, 
the relevant geographic scope of which must not be 
larger than national. 

• A member state may ask the Commission in its discretion 
to refer the competitive assessment of a concentration 
in part or total to its national authority in cases where 
the member state can demonstrate that, based on 
a preliminary analysis, there is a real risk that the 
transaction may have a significant or an adverse impact 
on competition in its national, regional or local markets. 

• Finally, member states can also ask the Commission 
to take jurisdiction over a case which does not have a 
community dimension, provided that the transaction 
threatens to significantly affect competition within the 
territory of the member states making the request. 

Austrian insolvency laws still do not provide the flexibility 
found in some other countries. As a result, Austrian 
companies that are in financial distress are often being 
restructured and sold via a so-called “Sanierungstreuhand”. 
Under that regime, an independent trustee takes control of 
a distressed company’s shares pursuant to an agreement 
reached by the independent trustee, the company and 
the company’s shareholders and creditors. The agreement 
determines the restructuring steps to be taken and typically 
also the sales process to be conducted in order to generate 
the minimum sale proceeds that would satisfy the creditors. 

“This is due to banks cleaning up their balance 
sheets while ensuring that sale proceeds 
are based on going-concern valuations that 
maximise the return. Large banking groups have 
increasingly stringent lending limits or lending 
requirements which in turn makes it difficult for 
some borrowers/companies to continue their 
operations without bringing in a new shareholder 
that can provide the required funding,” says 
Michael Lind, partner at Wolf Theiss. 

“We see more and more special situations funds 
that pursue such distressed opportunities also in 
relation to mid-cap targets,” Lind adds.

A successful example of ongoing restructuring 
in a troubled, multi-jurisdictional business 
came from the €200m acquisition of 70 
Austrian branches of home improvement store 
bauMax by German competitor OBI Bau- und 
Heimwerkermaerkte, completed in October 2015. 
BauMax, which has core business in Austria, 
the Czech Republic and Slovak Republic, and 
branches in Hungary, Slovenia and Croatia, 

has been struggling as Central European 
housing markets have remained depressed in 
the wake of the global economic crisis and the 
eurozone’s travails. The company is undergoing 
a restructuring programme overseen by its  
creditor banks.

Banks appear generally willing to provide 
financing to financially sound companies but are 
increasingly reluctant to assume risk. “In relation 
to attractive transactions we see competition by 
banks to fund such deals or, for larger transactions, 
club deal arrangements,” says Ebhardt.

Overall, Austria’s M&A environment remains 
stable and inviting to foreign investment. An 
exception might be larger transactions into 
sensitive sectors, such as energy and telecoms, 
where a foreign investment approval can be 
required from non-EU investors. 
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BOSNIA AND 
HERZEGOVINA
Transactions targeting Bosnia and Herzegovina in 2015 were down 
to two deals from five in the previous year, with value nearly halving 
from €79m to €40m. 

Red tape and regulatory concerns still hamper 
cross-border M&A into Bosnia and Herzegovina 
and restricted investor interest to domestic deals 
in 2015. The tendency of the country’s two 
“entities” – effectively autonomous regions – to 
move apart continued. This results in a regulatory 
burden on investors attempting to serve the 
whole country – for example in the financial 
services sector – from both entity governments. 
In one of the entities, the Federation of Bosnia 
and Herzegovina, which covers around half the 
country’s territory, the administrative burden is 
further increased by devolution to ten cantons.

The top deal was concluded in the TMT sector 
in June, with Telemach Bosnia, the local branch 
of Bosnia-based media company Telemach, 
acquiring a majority stake in three companies 
in one transaction for €25m. The targets were 
BHB Cable TV and Vrbaske kablovske televizije 
NETWORK, both cable TV and internet providers; 
and M&H Company, which offers cable TV, 
broadband, and fixed telephony services. 
Telemach said that the acquisition would help 
it improve its technical capacity, customer 
service, and product portfolio. The company sees 
opportunities for building its cable network and 
digital television presence in Bosnia. Telemach 
is owned by US-based private equity fund KKR, 
which is active in broadcast media in the region.

Tourism is seen as one of the few bright spots in 
Bosnia’s economy, and the second transaction 

took place in this sector, with local private investor 
Saljo Mrkulic acquiring spa and water park Terme 
Ilidza – located in a spa town in the outskirts of 
Sarajevo – from Slovenia’s Terme Catez for €15m.

Other sectors that show promise in Bosnia include 
energy, with the country looking to build up 
both its hydroelectric and its coal-fired capacity, 
and real estate. Chinese companies have shown 
increasing interest in Bosnian energy projects.
Despite a fairly weak domestic market, demand 
for property comes from the Bosnian diaspora and 
the Muslim world. Gulf investors are increasingly 
drawn to Bosnia’s green landscapes and 
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WOLF THEISS INSIGHT

Bosnia and Herzegovina (“BiH”) continues to suffer from a 
lack of capital, including available debt financing. The 
significantly increased need for refinancings in 2015 resulted 
in a trend towards financial restructuring, NPL transactions 
and alternative means of refinancing, such as factoring. 

Although restructurings were the main deal drivers in other 
jurisdictions of the former Yugoslavia over the last few years, 
not much was happening in BiH. Lenders were reluctant to 
get more active and borrowers hoped for better times. Given 
the dire financial situation, however, larger restructurings 
long postponed finally kicked off in 2015 even though the 
legal framework is not yet restructuring minded despite 
selective legislative changes in the last few months. BiH 
law still only recognises restructurings within insolvency 
proceedings and accordingly requires any restructuring 
outside such proceedings to be agreed upon by the 
relevant stakeholders. Changes in the strict employment 
laws do now allow for quicker operational restructurings 
with somewhat easier possibilities to dismiss redundant 
employees. Given that restructuring tools common in other 
jurisdictions, such as debt to equity swaps and complex 
hybrid instruments, are problematic outside of insolvency 
proceedings, further changes in the legal environment are 
needed and should follow.

Outside of restructurings, proposed legislative changes in 
BiH follow the practical requirement for refinancing that 
most BiH entities struggle with. Here, the planned reform of 
the local banking laws should be mentioned which aims 
at clarifying banking secrecy rules and allowing easier 

transfers on a selected date which usually is a concern in 
any NPL or other refinancing transaction. Going forward, 
it is expected that more NPL transactions initiated by local 
subsidiaries of international banks as well as by local banks 
will come on the market; however, the absolute value of NPLs 
to be transferred is usually quite low which limits potential 
acquirers to other local players. In addition, since banking 
groups have separate banking operations in both entities of 
BiH, i.e., in the Federation of Bosnia and Herzegovina (“FBiH”) 
and Republika Srpska, and are subject to different regulatory 
supervision, the combination and joint management of 
different NPL portfolios is a challenge.

As regards other legislative changes, the new Law on 
Factoring of FBIH should be mentioned. Although the law 
has been passed, the publication in the official gazette and 
accordingly its entering into force is still pending. It is awaited 
by both, local entities intending to transfer receivables as 
well as local and international factoring entities, since it 
establishes a clearer framework and will likely allow local 
entities to (re)finance their operations accordingly. 

Given the not-so-promising outlook of the country, there 
is hope in the market that legislators and regulators will 
sooner than later overcome regional thinking and stop 
their attempts to further divide the legal and regulatory 
environment between the two BiH entities. This would 
allow local and international players to reduce efforts and 
costs for the establishment and maintenance of separate 
operations in both entities and significantly facilitate desired 
foreign investments.

temperate climate, as well as the Muslim culture 
in parts of the country.

“The main deal driver continues to be foreign 
investment. Bosnia often plays a role in multi-
jurisdictional transactions,” says Nikolaus Paul, 
partner at Wolf Theiss, citing examples such as 
Agrokor’s acquisition of Mercator. “There will 
be more opportunities on multi-jurisdictional 
deals where Bosnia is involved, primarily in 
the territories of former Yugoslavia. Most of the 
companies are quite inter-linked, so investors are 
able to take a more regional view,” he adds.

This trend will continue in the coming years, with 
assets expected in the sale of Slovenia’s biggest 
bank, as well as broader consolidation in the 
regional financial sector.

“We expect the lack of capital in the country to 
continue throughout 2016 and 2017,” says Naida 
Custovic, counsel at Wolf Theiss. “On the M&A 
front, Bosnia is heavily dependent on foreign 
investment. Given the lack of capital, there is 
huge potential for restructuring work.” 

Naida expects restructuring in the banking 
sector in particular, in utilities which regularly 
run low on funds, as well as in consumer goods 
and retail companies.

An EU-driven economic reform agenda for the 
country has already encountered opposition. But 
in a best-case scenario, the package of reforms 
might catalyse privatisations and sales of other 
state assets.
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BULGARIA
Bulgaria had a good year for M&A in 2015, with TMT sector deals 
pushing deal value to the highest mark since 2008. YoY deal value 
increased by 95% to €1.3bn with 17 transactions, up from 11 in 2014. 

While domestic transactions amounted to 
nearly half, US investors were particularly 
active in 2015, accounting for approximately  
a quarter of deals made.

The biggest inbound deal focusing on Bulgaria 
was US company Archer Daniels Midland 
announcing the acquisition of a 50% stake 
in Amylum Nisasta, a company engaged in 
the processing of corn and production of corn 
starch and corn syrup, for €250m. 

US-based Mohawk Industries also made a 
larger acquisition in May by paying €195m 
for Bulgarian construction tile company KAI 
Group, which will serve as a springboard 
for expansion and export growth into South 
Eastern Europe. 

The TMT sector continued to see lively 
activity, with deals including cable and 
telecommunications companies lizoo Media 
and Broadband EAD being bought by Austrian-
owned Bulgarian mobile operator Mobiltel for 
€120m, in an exit for Sweden’s private equity 
fund EQT V. 

Private equity was also actively investing in 
technology, with Fadata AD, an IT company 
offering specialised products to the global 
insurance industry, purchased by Riverside 
Company, a US-based private equity firm, 
and UK-based insurance services firm 
Charles Taylor, in a €20m buyout. The global 
insurance industry is set to grow at a rapid 
pace through the adoption of new software 
and data analytics.

“Fadata has developed a global, market 
leading product. The investment by an 
international PE and internationally listed 
insurance group provides the means for 
continued international expansion, with the 
founders and employee shareholders retaining 
a minority stake,” says Richard Clegg, partner 
at Wolf Theiss.

Bulgaria’s budding ICT sector has seen a 
substantial amount of PE activity over the past 
decade, as investors have looked to participate 
in small, innovative players such as app 
developers and business process outsourcing 
companies. Bulgaria’s history of strong technical 
education, low costs, and geographical 
location, are all upsides for the industry.
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WOLF THEISS INSIGHT

When structuring transactions, investors needed to work 
around some specific challenges, which are expected to 
remain relevant in 2016. 

Start-up & Venture Capital: There are three specific 
challenges for investors in Bulgarian technology companies 
relating to IPR, financing and share options. Under 
Bulgarian law, in contrast to other jurisdictions, ownership 
over IP rights (including software rights) cannot be sold. 
Certain IP rights can be licenced but only for a limited time 
period. This means that transactions need to be carefully 
structured, for example through corporate restructuring, 
to ensure acquisition of full economic ownership over 
targeted software rights. Regarding financing, warrants are 
not explicitly recognised under Bulgarian law for private 
companies and so need to be structured as a contractual 
obligation of target/founders to effect capital increases.  
And restrictions on company ownership of own shares 
mean that share option schemes in Bulgarian entities may 
end up being set up as cash bonus pools. 

Investment treaties: Many transactions have involved 
consideration of international protection of Bulgarian 
investments. International investments may obtain protection 
under Bilateral or Multilateral Investment Treaties. In each 

case, careful consideration of corporate ownership structures 
to meet the requirements under the chosen Investment Treaty 
should be undertaken at the early stages of transaction 
structuring. Recently, Bulgaria has been involved in several 
investment cases, mainly in the electricity and utilities sectors, 
proving the efficiency of such instruments. 

Foreign ownership & offshore vehicles: While foreign 
ownership of Bulgarian companies and assets is generally 
permitted, in 2014 Bulgaria introduced limitations on the 
acquisition of agricultural land. This restricts ownership of 
agricultural land to individuals or companies resident or 
established in Bulgaria for a minimum five years. Entities 
controlled by offshore companies may not own agricultural 
land in any event. The role of offshore companies has been 
controversial and, also in 2014, offshore companies were 
prevented from acquiring shares (directly or indirectly) in 
Bulgarian businesses operating in certain key economic 
areas. This ban applies irrespective of the offshore company’s 
shareholding, covering even small shareholdings. In 
November 2015 a new parliamentary bill aimed at 
relaxing the restrictions was filed. It included a proposal of 
a shareholding threshold below which the ban should not 
apply. This bill is still at a very early stage but, if it is adopted, 
it will allow for some additional flexibility in deals. 

“We are positive,” says Clegg. “Bulgaria had 
a very strong year for M&A driven largely by 
technology. The European Investment Fund 
supported the start-up venture capital ecosystem 
which has developed successfully in Bulgaria. 
There is a lot of activity, and smaller venture 
capital firms from the US and the UK who may not 
have looked at Bulgaria before are now looking 
at the companies based here. That has also had 
a positive knock-on effect on some of the larger, 
more established, software IT companies.”

This trend is expected to continue beyond 
2016, with deals involving some of the world’s 
biggest ICT players in some cases. Constraints 
to investment, however, include legislation 
pertaining to intellectual property.

While Bulgaria has long been seen as one of 
the CEE countries closest to Russia, the Russian 
economic crisis has not had a significant impact 
on M&A in the country, though initially some 
Russian players found it difficult to pay contracts 
and complete transactions. And while the 

eurozone crisis has acted as something of a drag 
on the regional economy, Bulgaria’s low-cost 
base and short supply chain to the rest of Europe 
has allowed it to weather the storms better than 
other countries, while the Bulgarian lev’s peg to 
the euro has reduced forex risk.

The long-expected consolidation and sale of 
distressed assets in the banking sector following 
the collapse of one major Bulgarian bank, a run 
on another, and the squeeze on Greek banks 
present on the market, has been slower than 
some had expected. In 2015, Postbank acquired 
the Bulgarian assets of fellow Greek lender Alpha 
Bank, as part of a broader restructuring overseen 
by the European Commission.

“The process may accelerate in 2016 as the 
Bulgarian National Bank conducts an asset 
quality review that should improve transparency 
and narrow the valuation gap,” says Anna 
Rizova, partner at Wolf Theiss. “The central  
bank has indicated that consolidation is 
particularly desirable.”
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CROATIA
Along with a rebound in the Croatian economy following the 
financial crisis, dealmaking appetite has also seen a steady increase 
in the country. 

Last year, the leisure and consumer sectors in 
particular yielded most of the activity. Deal 
volume saw an upturn in 2015 with 14 deals, up 
two from 12 in 2014, while deal value jumped 
by 84% to €901m. The landmark deal of the 
year – accounting for more than half the total 
value – was British American Tobacco’s €550m 
acquisition of tobacco producer and exporter 
TDR from local player Adris Grupa. BAT is 
looking to expand its business in CEE, and TDR 
has a market-leading position in Croatia.

The second biggest deal came from the 
acquisition of the Croatia-based operations 
of building materials manufacturer Cemex 
(including assets in Montenegro, Serbia, and 
Bosnia and Herzegovina) by Hungary’s Duna-
Drava Cement, in a transaction worth €231m. 
Croatia’s once-booming construction industry 
was hit hard by the international financial crisis 
and the country’s six years of effective recession, 
with dozens of firms facing bankruptcy. But with 
the economy reviving, investment sentiment 
improving, and the government looking to  
push forward infrastructure projects, the outlook 
is brightening.

A deal in healthcare also reflected the region’s 
promising pharmaceutical sector, which has 
been identified by the last government as a 
growth industry and a magnet for investment. 
The sector benefits from a long history, as well 
as Croatia’s geographical location and skilled 
workforce. In the deal, local animal health 
product manufacturer Genera was acquired 
by UK-based veterinary pharmaceutical 
manufacturer Dechra Pharmaceuticals for €44m.

“We saw more activity in 2015 than we had 
expected, both deals that focus on Croatia 
and deals that feature Croatian assets,” says 
Luka Tadic-Colic, partner at Wolf Theiss. “There 
was more interest in bidding for distressed and 
performing assets, typically from foreign investors, 
and predominantly for medium-sized deals.”

In the coming years, Croatia’s burgeoning 
tourism industry, which attracts 14m visitors a 
year, is expected to be one of the sectors with 
the most dealmaking activity.

“One thing that may be specific for Croatia 
is tourism, which has seen a lot of deals, 
including distressed assets typically sold by 
banks,” says Tadic-Colic. “This will continue as 
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WOLF THEISS INSIGHT

In a relatively stable legal environment for M&A, a few 
legislative changes did raise interest from domestic and 
foreign investors. The three main changes were:

Reduction and equalisation of interest rates: Three 
Croatian laws were changed to allow for the reduction and 
equalisation of interest rates. The amendments changed 
the reference rate for determining penalty interest and 
consequently resulted in a large reduction of the maximum 
penalty interest, as follows:

The penalty interest rate relating to commercial contracts 
and contracts concluded between a trader and a public 
law entity was reduced from 15% to 10.14%.

The penalty interest rate for transactions among natural 
persons was reduced from 12% to 8.14%.

The maximum permitted contractual interest rate remains 
linked to the penalty interest rate, so that:

The contractual interest rate relating to commercial 
contracts and contracts concluded between a trader and  
a public law entity may not exceed the penalty interest rate 
increased by 75% (currently 17.745%).

For transactions among natural persons, the contractual 
interest rate cannot exceed the penalty interest rate 
increased by 50% (currently 15.21%).

The maximum contractual interest was also amended in 
housing and consumer loans, capping it at the penalty 

interest rate (housing loans) and the penalty interest rate 
increased by two percentage points (consumer loans).

Binding opinions from the Tax Authority: Recent changes 
also introduced an obligation of the Tax Authority to issue 
binding opinions at the request and cost of the petitioner. 
The goal is to mitigate the negative influence of frequent 
legislative changes on the business and investment climate. 
The binding opinions relate to the treatment of future and 
intended transactions or business operations of taxpayers. 
Since a binding opinion cannot be amended during the 
transaction it relates to, investors can take advantage of a 
predictable tax treatment and plan their business projects 
more effectively. 

Taxation of capital gains for individuals: As of 1 January 
2016, capital gains for individuals are subject to taxation 
at a rate of 12% of the tax base plus a local surtax. Capital 
gains are defined as the difference between the acquisition 
value of a financial asset and the contracted price of the 
financial asset at sale (or, in case of doubt, the market 
value thereof).

Taxable gains include income from sale, exchange, 
donation or any other transfer of financial instruments and 
structured products. This particularly includes the disposal 
of transferable securities, money-market instruments, units 
in collective investment undertakings, derivatives, and 
revenues generated by the ownership of shares in the event 
of liquidation, termination or resignation. Capital gains 
should be calculated, withheld and paid by 31 January for 
all capital gains realised in the previous year.

a trend in Croatia because compared to other 
Mediterranean countries, hotel capacity in this 
country is still undeveloped.”

Other opportunities, in particular for PE investors, 
are expected to come from the sale of distressed 
assets, including those held by regional banks, 
including the bad bank operated by the 
Austrian government for the bad assets of Hypo 
Alpe Adria, which is active in Croatia. 

“The regional banks which hold a lot of these 
assets are now more inclined to start getting 
rid of them, probably because they see the 
opportunities for placing capital elsewhere in the 
near future,” notes Sasa Jovicic, senior associate 
at Wolf Theiss. 

Hurdles to investment include the perception 
that Croatia remains a highly-regulated market, 
with tight labour legislation and burdensome 
red tape on businesses, despite reforms 
easing restrictions on investment by the last 
government. The fundraising environment has 
also become tougher, with cash drawn towards 
a government hungry for funds and offering 
generous yields, crowding out private sector 
companies and projects.

The new right-of-centre government, sworn in 
in January 2016, is broadly regarded as having 
somewhat more of a pro-business stance than 
its left-leaning predecessor, though these are still 
early days.
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CZECH  
REPUBLIC
The Czech Republic, one of the busiest M&A markets in the region 
after Poland, and the third biggest economy in CEE, experienced a 
stable M&A market in 2015.

The number of deals rose 1% to 83 YoY, while deal 
value slowed by 12% to €5.9bn. “The M&A market 
in the Czech Republic has developed really well 
over the past few years and 2015 proved the 
trend,” says Jan Myska, partner at Wolf Theiss. 
“One of the reasons is the availability of funds. 
Money is available and banks are willing to 
provide finance. Pricing has also become more 
realistic, narrowing the valuation gap,” he adds.

The industrial and chemicals sector, a staple of 
the Czech economy, and the TMT sectors were 
particularly active, accounting for 44% of the 
country’s deal volume and 59% of total deal value. 

In the TMT sector, M&A was driven mainly 
by consolidation. For example, the subsidiary 
of Czech holding company Lama Energy 
Group bought TV broadcaster DIGI Czech 
Republic and Hungary-based AMC networks 
international acquired TV channel Film+, both 
for undisclosed sums. The telecommunications 
sector also yielded top deals in the Czech 
Republic when in a restructuring effort O2 
Czech Republic spun off its infrastructure assets 
for €1.7bn. 

“This is an area where I expect activity to 
continue in 2016 as well,” says Myska. “Of course 
then there is real estate, the commercial real 
estate market in particular. This is still an active 
market and a lot of re-sales of shopping centres 
and office buildings are happening,” he adds.

There continues to be speculation about the 
possible restructuring of Tesco’s operations in the 
Czech market, with the British retailer reportedly 
considering selling the real estate it owns – malls 
and shopping centres – and leasing it back, 
rather than a full-scale exit. 

Distressed opportunities have remained sparse so 
far, according to Tomas Rychly, partner at Wolf 
Theiss. “The distressed market is still not meeting 
the expectations, including non-performing loan 
sales and performing loan portfolios. We are still 
hoping that this market will grow,” he says.

0

20

40

60

80

100

201520142013201220112010

D
ea

l v
ol

u
m

e

D
ea

l v
a

lu
e (€m

)

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

CZECH REPUBLIC M&A VOLUME & VALUE

 Volume  Value 40



WOLF THEISS INSIGHT

Following the positive trend in 2014, the Czech Republic 
experienced a busy year for M&A in 2015. Established local 
financial groups such as EPH, Rockaway, Penta and others 
expanded their portfolios in their particular areas of interest. 
It was a foreign investor, however, that made the largest 
acquisition: Swedish industrial group Trelleborg bought 
Ceska gumarenska spolecnost, a Czech tire and rubber 
company, for €1.16bn.

No less noteworthy are the outbound investments of Czech 
companies. EP Energy (owned by Daniel Kretinsky) recently 
purchased a major stake in Slovenske elektrarne, the 
largest energy company in the Slovak Republic. That deal 
was preceded by EP Energy’s acquisition of seven Italian 
power plants, as well as the British Eggborough power 
plant, for close to a €1bn. Other notable deals include Penta 
Investments Limited’s purchase of majority stakes in Sberbank 
Slovensko and newspaper publisher Vltava-Labe-Press, and 
Bohemia Energy Entity’s acquisition of its competitor Euro 
Easy Energy which significantly increased its share of the 
retail energy market (a transaction handled by Wolf Theiss). 

Consolidation is occurring in the Czech internet retail business. 
This market’s major 2015 investor was Rockaway, a Czech 
investment group focusing on start-ups and internet portals. 
Rockaway’s targets included Mall.cz, the second largest Czech 
internet retailer, and Heureka.cz, a price comparison server, 
fora total price of EUR 200 million. Its most recent target was 
Invia.cz, the owner of Warsaw Stock Exchange listed Travel 
Planet. Those deals, together with the earlier purchase of CZC.

cz (an electronics e-shop), made Rockaway the number one 
player in the Czech internet commerce environment. Many 
more deals such as this are expected in 2016.

No major regulatory or tax changes have been introduced 
for 2016, except for (i) an anti-tax avoidance regulation 
implementing VAT control statements which will add some 
administrative burdens upon VAT tax payers, and (ii) a 
measure requiring all businesses to be online with the Ministry 
of Finance to record cash transactions (which is expected 
to be signed by the president but may face a constitutional 
challenge). The Czech Supreme Administrative Court has 
also recently tightened scrutiny of corporate reorganisations 
focused on tax optimisation. Legislation improving the 
transparency of public procurement is expected by 2017.

We note that investors are constantly seeking ways to achieve 
more cost effective transactions, sometimes even relying on 
the counterparty’s legal advisor and eliminating the role of 
investment advisors. It should also be noted that earn-outs are 
an increasingly common feature in Czech transactions. 

The outlook for 2016 in the Czech Republic is very good. 
The Czech National Bank has confirmed its commitment to 
intervene to maintain the exchange rate. This is expected 
to survive the appointment of a new Czech National Bank 
governor in July. The rotational trend of Czech companies 
acquiring the local interests of foreign investors can be 
expected to continue. Real estate, retail, energy and finance 
should remain the key sectors in play. 

Opportunities may come from business 
associated with struggling mining company 
OKV, one of the country’s largest employers, 
which is owned by listed New World Resources 
(NWR). The company’s creditors are starting 
to look to recover their money, and there may 
be potential for asset sales, though non-core 
operations have largely been sold off already. 

More activity is also expected from the 
energy sector, where major incumbent power 
operator CEZ may seek a financial investor for 
its renewables operations via a special fund 
for qualified investors – essentially, selling a 
minority stake. CEZ also remains interested 
in expanding outside the Czech Republic’s 
borders, including in Poland.

2015 was also the year during which, after years 
of speculation, Chinese investments started 
gaining particular traction in the Czech Republic. 
In June, a consortium led by CEFC China 
Energy announced a €96m bid for Czech brewer 
Pivovary Lobkowicz Group; this followed on the 
heels of Xi’an Shaangu Power Company’s €50m 
bid for steam and gas turbine manufacturer Ekol 
in January. CEFC, in partnership with Czech 
private investor Jiri Simane, also took a 99% 
stake in SK Slavia Praha, one of the country’s top 
two football clubs. 

The country’s strong industrial base, EU 
membership, transportation network, and 
geographical location, are all significant 
advantages for many investors – particularly 
those looking for a foothold in the EU market.
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HUNGARY
M&A in Hungary has seen a fairly steady number of deals over the 
past three years with 32 deals in 2015, only one less than in 2014. 
However, deal value spiked YoY by 136% to €1.3bn. 

Much of the activity in 2015 was driven 
by Hungary’s state-owned enterprises such 
as the acquisition of Budapest Bank by 
Corvinus Nemzetkozi, which assists Hungarian 
investments abroad, for €615m from US-
based GE Capital, which is in the process of 
divesting much of its private equity portfolio. 
The conservative Hungarian government has 
looked to re-extend state ownership in some 
sectors where it feels that there is particular 
national interest.

“This is a kind of second wave of nationalisation, 
but it’s not nationalisation in a negative sense,” 
says Zoltan Faludi, partner at Wolf Theiss. “The 
state is paying a real purchase price, in some 
cases above the market price. Valuations are 
quite high for a number of assets, and the deals 
are transparent,” he says.

Foreign buyers were drawn to the consumer 
sector where distressed assets in the do-it-
yourself segment came up in new divestments 
from bauMax and Praktiker, both of which are 
restructuring and divesting across the CEE region. 
In another consumer segment, the competition is 
increasing among dairy producers in Europe as 
EU milk quotas are defunct amid oversupply, with 
additional pressure from the Russia import ban. 
Against this backdrop, France-based Groupe 
Lactalis acquired Hungarian dairy business 
Kuntej for an undisclosed sum.

After the Budapest Bank deal, the second 
biggest transaction was, perhaps surprisingly, 
in the pet food segment, where UK based PE 
firm Pampalona Capital Management acquired 

Partner in Pet Food in a secondary buyout from 
Advent International Corporation, for €315m.

“M&A in the private sector is seeing quite a nice 
upturn, especially for medium-sized companies 
and local Hungarian champions,” says Faludi. 
“They have grown over the past couple of years 
and are now on sale, and foreign investors are 
buying, or setting up joint ventures.”

The macroeconomic and financing 
environment are favourable to these sort of 
medium-sized transactions, with private equity 
showing interest as well as strategic investors, 
particularly in the manufacturing segment 
and in the real estate sector. Real estate is a 
growing secondary market, in particular for 
existing industrial and office buildings, with big-
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WOLF THEISS INSIGHT

Prominent legislative changes announced for 2016 
in Hungary will be the revisiting of the new civil and 
labour codes, the ratification of brand new codes for 
civil procedural law and arbitration proceedings, and 
amendments to the judicial enforcement and administrative 
procedural acts. The intention in each of these instances is 
to further improve the investment climate and to drastically 
simplify doing business in Hungary. 

Although the 2013 civil code resulted from a decade-long 
codification process, on-ground experience for the past two 
years seems to validate the need for a further revision of 
rules pertaining to the mortgage and collateral registry. 

The burden on businesses resulting from lengthy and 
circumstantial public administrative proceedings (such as 
obtaining regulatory licences or approvals for completing 
transactions) is expected to ease as the result of a legislative 
package on overhauling the procedural framework. 
The most significant improvement in this respect is the 
introduction of summary 8-calendar-day decision-making 
in administrative cases in which all relevant information is 
available to the authority, there is no third-party opponent, 
and the proceedings should otherwise be completed within 
two months. This, for instance, means an 8-day review 

period of simple merger control cases that do not otherwise 
raise any competition law concerns, which used to require 
30+20 days to receive clearance under the old regime. 

Finally, there is firm expectation that the 2012 labour 
code, which is generally perceived by the market as 
being rather “employer friendly”, will be revisited in terms 
of work scheduling, resting periods and consequences 
of wrongful termination. In the context of M&A 
transactions, however, the information and/or consultation 
requirements with employee representatives (i.e., works 
council) will remain unaffected meaning there will be a 
continuing need for dedicated attention to these matters 
by the transaction parties.

Under the auspices of these new/revised pieces of 
Hungarian legislation, foreign investors transacting in 
Hungary can immediately benefit from a higher degree 
of legal structuring flexibility and from being able to more 
closely mimic solutions they are already familiar with from 
their home, or other, jurisdictions. However, certainty and 
predictability with regard to the interpretation of some of 
the new provisions in these acts will have to wait until the 
first few judiciary decisions have been handed out by the 
local courts.

value transactions being made. For example, 
in August 2015, US-based private equity firm 
TPG Real Estate bought TriGranit, including 
the Hungarian developer’s Polish assets, for an 
undisclosed sum.

Meanwhile Hungary’s broader economy has not 
suffered too badly from the economic situation 
in Russia. At the same time, Russian investors 
planning to expand in Hungary have put plans 
on hold. Hungary’s economic policy of “opening 
to the East” has thus suffered a setback.

The eurozone’s volatility, however, provides 
opportunities as much as challenges, with 
exporting manufacturers benefitting from 
Hungary’s position outside the single currency 
zone and the forint’s depreciation.

The currency slide caused difficulties in the 
Hungarian financial sector in the aftermath of the 
global financial crisis, as borrowers found it harder 
to service forex-denominated debt. However, sales 
of distressed assets are piecemeal and mostly to 

local buyers, as international investor interest is  
not as lively as it was a few years ago.

“These are not the deals you would expect 
to see, in a regional context and in terms of 
complexity,” says Janos Toth, partner at Wolf 
Theiss. “For example, Deutsche Bank bought a 
regional portfolio recently, where the seller was 
obliged to exit from our market. But considering 
the potential of the Hungarian market, the 
number of deals should be higher,” says Toth.

Hungary’s conservative government has 
been criticised in the past for imposing taxes 
on sectors dominated by foreign investors, 
particularly banking and telecoms – as well 
as a somewhat authoritarian approach. But 
while banks continue to feel the squeeze, sectors 
such as manufacturing have flourished, with 
the government keen to encourage foreign 
investment rather than trim it. There is also a 
growing acceptance of taxes and regulations 
among existing investors at least.
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2015 was a banner year for Polish M&A with the value of deals 
growing by 79% to €6.9bn, and the number of deals rising 10% YoY 
from 126 to 138. Poland is the most attractive target country in the 
region and in 2015 saw plenty of activity in traditionally strong sectors 
such as industrial & chemicals, consumer and TMT. 

The Polish TMT sector also yielded a top 
deal in the region when US-based Scripps 
Network Interactive initiated a takeover of 
Polish television broadcaster TVN, acquired 
a 52.7% stake for €1.4bn, and later bought 
the remaining shares for €769m. In another 
notable US inbound deal, a Netherlands-based 
investment holding company controlled by US 
private equity firm Lone Star Fund acquired 
a 33.5% stake in real estate developer Globe 
Trade Centre for €988m.

“In terms of M&A activity, 2015 was a very good 
year in Poland, and we believe 2016 will be 
similar,” says Dariusz Harbaty, senior associate at 
Wolf Theiss. “Poland is the biggest M&A market 
in Central Europe. There are many large Polish 
companies, including companies listed on the 
Warsaw Stock Exchange, which have been 
very active in the past. Many of the biggest 
deals completed in 2015 involved these large 
companies,” says Harbaty.

November 2015 saw the installation of the 
conservative Law and Justice party in Poland’s 
first majority government of the post-communist 
era. The government’s clashes with the 
constitutional court – trimming the latter’s powers 
– and populist tax policies, among a range of 
other moves, have raised concerns in Poland,  
the EU, and even the US, Poland’s vital ally. 

However, Ron Given, partner at Wolf Theiss, 
believes Poland’s strong growth rate and 

large domestic market should offset political 
concerns in 2016. “The country has shown 
itself to be remarkably robust, weathering the 
global financial crisis, the eurozone crisis, the 
Ukraine conflict, and sanctions imposed by 
Russia on agricultural and other products,” he 
says. “No one should underestimate Poland’s 
determination and staying power.”

In some cases, Poland has been able to turn 
these challenges to its advantage, for example 
attracting investors seeking growth rates higher 
than those in the sluggish eurozone, as well as 
Ukrainian companies looking for a safe haven 
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The controversial reforms of the newly elected government 
(the Law and Justice party), which provoked the recent 
surprising downgrade of Poland’s Standard & Poor’s rating 
and a subsequent fall of the Polish currency, do not seem to 
have dampened investors’ appetite for Polish targets, and 
business continues as usual in Poland. We believe Polish 
M&A activity will continue to flourish in 2016 and will be 
largely driven by relatively low company valuations, cash 
buyers, legislative changes and policy considerations. 

Investors may now take full advantage of lower company 
valuations and the weakness of the Polish currency. The 
main market indices of the Warsaw Stock Exchange have 
fallen by approximately 16% since the autumn election. 
Falling valuations of public companies have had the effect 
of lowering the valuations of non-listed companies, as well. 
As a result the long-standing valuation gap between sellers 
and buyers has narrowed which should lead to a larger 
number of M&A deals in 2016, especially for listed players. 

The new turnover tax on retail, which is still subject to 
parliamentary discussions, as well as the new asset tax for 
banks, insurance companies and loan firms, are likely to 
boost consolidation activity in those sectors. An asset tax will 
apply a monthly tax rate of 0.0366% on assets (excluding 
government bonds) above approximately €1bn (banks), 
€500m (insurers), and/or €50m (loan companies). This tax 
coupled with the planned conversion of existing mortgages 
denominated in Swiss francs into Polish zloty loans will be 
a significant financial blow for the Polish banking industry 

and decrease the availability of bank financing for M&A 
transactions. However, given the fact that most buyers, 
both PE funds as well as corporates, appear to have a cash 
surplus, it is unlikely to have a significant impact on the 
volume of transactions. 

The new government is also likely to induce some 
transactions involving state-controlled companies which 
will be driven more by policy than market considerations. 
As an example, the new government is considering a 
merger of the three biggest oil and gas companies (PKN 
Orlen, Lotos and PGNiG) as a protective measure against 
hostile takeovers. There are also proposals that KGHM 
(Europe’s second largest copper producer) diversify its 
operations by investing in the energy sector. Moreover, 
Poland’s biggest bank, PKO BP, and insurer, PZU, are 
considering investing in Poland’s troubled coal mining firm, 
Kompania Weglowa.

We also expect a rise in M&A activity and foreign 
investment in the technology sector as the new government 
plans for Poland to become a highly innovative and 
skilled economy as opposed to only being an attractive 
target for investors looking for low-cost labour. To this end 
the Ministry of Development is currently working on new 
incentives for investors involved in technology and research 
and development, potentially changing the conditions 
applicable in special economic zones to draw more 
investment. Poland’s share of EU funds will also be allocated 
more towards innovation and research and development.   

and new sources of revenue away from their 
recession-hit country.

While headwinds from a potential “hard-
landing” in China in particular have led some 
analysts to raise concerns of a drop in global 
liquidity, Poland looks well-placed to continue 
to see a lively M&A environment, with many of 
its companies and funds cash-rich and looking 
for targets.

“Many corporates and private equity funds have 
a cash surplus so that is likely to continue to 
drive M&A activity,” says Loredana Allegranza, 
counsel at Wolf Theiss. “Public companies in 
Poland have approximately €10 billion for 
acquisitions in 2016, so it will be an interesting 
year for M&A in Poland.”

Poland’s rapid political changes, with the 
government expected to promote “national 
champions” while raising tax from highly-
profitable sectors dominated by large national 
corporates, are expected to be more of a catalyst 
for M&A than a hindrance.

Taxes on banks, insurers, loan companies, 
and retailers may be drivers of consolidation, 
particularly in the financial sector. As is the case 
across the CEE region, there is a market rationale 
for consolidation in banking, but investors will 
have to deal with the stringent standards imposed 
by the Polish Financial Provision Authority (PFSI), 
a famously strict regulator, which is regarded 
as looking less favourably on PE and Russian 
ownership of Polish banks in particular.
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ROMANIA
M&A activity in Romania slowed amid political tensions but the country’s 
otherwise strong economy continued to yield attractive takeover targets for 
inbound investors. 

The overall deal value remained relatively 
steady with a 15% dip to €1.2bn, while the 
number of deals dropped by 36% to 23. Political 
uncertainty may have played into the cooling 
of M&A activity. Prime Minister Victor Ponta was 
charged, then indicted with corruption, coming 
under increasing pressure until eventually 
resigning, ostensibly over a different issue, in 
November. Romania’s intensely-competitive 
political situation is becoming particularly febrile 
in the run-up to parliamentary elections in 2016.

Nevertheless, Romania achieved one of the 
EU’s highest GDP growth rates at 3.6% in 2015, 
showing the economy’s fundamental health.

The single biggest transaction was UniCredit 
Bank Austria’s acquisition of a further 45% stake 
in UniCredit Tiriac Bank from Romanian tycoon 
and ex-ice hockey star Ion Tiriac. The deal took 
UniCredit’s stake from 50.6% to 95.6%. Romania’s 
banking sector is dominated by a few big players 
– including UniCredit – but there are dozens of 
small and medium-sized banks that may play a 
part in consolidation in an overbanked market.

“The Romanian banking sector is highly 
fragmented – there are the four top banks which 
dominate some 85% of the retail market, and 
then you have Greek banks that are about 12% 
of the market and you probably have some 40 
banking licences,” comments Bryan Jardine, 
partner at Wolf Theiss. “We expect further 
consolidation in the banking sector.”

“We are seeing a lot of activity in financial 
services, and the trend is likely to continue this 

year,” says Ileana Glodeanu, partner at Wolf 
Theiss. “There is a lot of consolidation in the 
market.” Indeed, Romanian bank Nextebank 
rang in the new year with the acquisition of 
domestic Banca Comerciala Carpatica for 
€679m, and is said to be scouting for more 
acquisitions.

Romania also drew interest from foreign private 
equity investors, especially in the healthcare, 
consumer and energy sectors. As medical 
and pharmaceutical M&A reached record-
highs globally, the sector has also made a 
reoccurring appearance on the Romanian M&A 
market. For example, Europharm Distributie, 
a pharmaceutical distributor, was acquired 
by Interbrands Marketing, a Romanian 
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WOLF THEISS INSIGHT

2015 was a year of dynamic activity in the Romanian 
M&A market. There are a number of factors suggesting 
that 2016 will continue to be a year of positive economic 
development.

For example, effective January 1, 2016, a number of key 
tax changes were implemented that should buoy economic 
growth in the year ahead.  Specifically, these include 
a reduction of the VAT rate for most goods from 24% to 
20% (following on the July 2015 reduction of the VAT for 
foodstuffs from 24% to 9%).  A reduction of the dividend 
tax from 16% to 5% is applicable starting 1 January. The 
dividend tax will continue to be eliminated all together for 
shareholders who have held at least a 10% equity stake 
for more than a year. These tax reductions should increase 
liquidity and disposable income, thereby stimulating 
domestic consumption and encouraging further foreign 
direct investment into the Romanian market.

Coupled with these tax breaks, two increases in the minimum 
salary in 2015 and a further hike expected in 2016 should 
put more disposable income in the pocket of the average 
Romanian. It should be noted that even with these increases, 
Romanian labour costs continue to be some of the most 
competitive in the region. In addition, the local labour laws 

in Romania tend to be less restrictive than in neighboring 
countries in the region, allowing investors to restructure 
acquired Romanian businesses post-acquisition in ways that 
would likely be legally more difficult in other countries.

At a more micro level, we are seeing increased investor 
interest on compliance due diligence – focusing on anti-
corruption, data protection and whistle-blowing procedures 
and controls implemented within Romanian target 
companies.   This focus is driven in large part by more 
stringent anti-corruption legislation being introduced in 
Romania, which is combined with more aggressive (and 
highly publicised) enforcement efforts being taken by 
authorities like the prosecutors, anti-money laundering 
agency and the DNA (the Romanian anti-corruption office).

Despite all of these positive indicators, some sector-specific 
concerns remain. For example, while the financial services 
sector seems poised for further consolidation as it remains 
heavily fragmented and additional portfolios of non-
performing loans and distressed assets are expected to be 
sold in 2016, there are certain regulatory initiatives which 
could impede M&A activity in this area. Despite these, overall 
the prognosis for Romania and the Romanian M&A market 
remains optimistic for the year ahead.  

consumer-goods distributor, from global giant 
GlaxoSmithKline, for an undisclosed amount. 
Capitalising on the significant growth potential 
of the Romanian healthcare sector, UK-based PE 
fund Mid Europa Partners acquired Regina Maria, 
which operates a chain of clinics in Romania, for 
an estimated €135m. More activity is expected in 
the sector in particular with medium-sized deals in 
the €5m-€10m range.

Romania’s path of fiscal consolidation after its 
deep recession in 2009 was painful at the time, 
but laid solid foundations for growth that is now 
among the highest in the EU, and could top 4% in 
2016. Growth is now also more broad-based than 
it was in the boom years of the last decade, when 
the economy was over-reliant on a few sectors, 
including real estate.

With a degree of scope for fiscal loosening – and 
an election on the horizon – the government has 
recently implemented a raft of tax cuts (see Wolf 
Theiss Insight, below).

No less significant for long-term investor sentiment 
is Romania’s remarkably successful campaign 
against high-level corruption, long seen as one of 
the biggest problems the country faces. 

“There is a lot of hope but we have seen the 
country has been mired in some degree of 
controversy and scandals in the past, especially 
in large-scale infrastructure projects, such as 
highways, roads and railways,” says Jardine. 
“We’re hoping that there will be more confidence 
for investors to come in and invest in these high-
value projects.”

With a parliamentary election due by late 2016, 
there is a degree of uncertainty in the political 
sphere, and another period of “cohabitation” 
between a liberal president and a social-
democratic prime minister, or a fractured ruling 
coalition, would present some downside risk to 
Romania, though the country’s momentum is 
currently strong, even under cohabitation.
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SERBIA
Transaction volume in the three South Eastern European countries 
Serbia, Bosnia-Herzegovina and Albania, has been stable over 
the past three years. However, the size of their M&A markets even 
together is still moderate, so any big-ticket deals hugely impact 
overall deal value.

Serbia, by some way the biggest economy of 
the three and potentially a hotspot for M&A in 
the coming years, saw 11 deals worth a total 
of €67m, down from €194m with seven deals 
in 2014.

The single biggest deal in the SEE region was 
also in Serbia, in the consolidating agriculture 
sector, where major player MK Group acquired 
crop cultivator PIK Becej Poljoprivreda for €46m. 
Another transaction in the sector saw a smaller, 
struggling player, Poljoprivreda Novo Selo, taken 
over by one of the agriculture sector’s bigger 
companies, Industrija mesa Matijevic, for €11m. 
Across former Yugoslavia, food and consumer 
companies are consolidating as markets 
saturate, with domestic players looking to hold 
their own against competitors from elsewhere  
in Europe, and further afield.

Serbian subsidiaries were also part of larger 
regional private equity deals, including PE fund 
Advent International’s acquisition of Austria’s 
Hypo Alpe Adria’s distressed South Eastern 
European bank portfolio and US PE firm Apollo’s 
takeover of Slovenia’s second largest bank 
NKBM involving Serbian assets.

Serbia’s M&A value might have increased six-fold 
or more, had the privatisation of Telekom Srbija, 
the state telcom provider, not been cancelled at 
the end of the year. None of the six binding bids 
were deemed satisfactory by the government, 
which had set an asking price of at least €1.3bn, 
regarded by some as ambitious. Now the 

company will be restructured under the aegis  
of the state, and possibly sold at a later date,  
by which time it may be a more attractive asset.

The progress of Serbia’s wide-ranging 
privatisation programme had been called 
into question before the Telekom sale was 
cancelled. The hope is that the government 
will push forward with some big-ticket sales, 
perhaps most notably Komercijalna Banka, the 
country’s second biggest bank, while smaller 
assets continue to be sold with less fanfare.

“Serbia has many other companies which could 
be of interest for investors,” says Natasa Lalovic-
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WOLF THEISS INSIGHT

All of the recent legislative amendments (e.g., to the 
Investment Law, Labour Law, Foreign Exchange Law and 
the Law on Mining and Geological Exploitations) have been 
investor-friendly, bringing Serbia, officially a candidate 
state, closer to the EU in terms of the legislative framework.

Below are a few specific legal and compliance issues that 
foreign investors should note when contemplating M&A 
activities in Serbia: 

Acquiring Shares in a Joint Stock Company: When pricing 
the shares of a listed Serbian JSC, the seller and purchaser 
are not able to simply agree on a purchase price, but must 
trade the shares on the exchange at the listed price (block 
trading is one way to deal with this). The share purchase 
price for a listed JSC must be in Serbian dinars. The squeeze-
out threshold is a 90% majority shareholding.

Merger Filing: Merger clearance must be obtained from 
the Serbian competition protection authority prior to 
the closing of an M&A transaction, if its value exceeds 
the statutory thresholds. Documentary requirements 
for the filing may be quite onerous and pre-notification 
discussions are not possible nor may a short-form 
notification be submitted.

Labour: In bulk asset sales, which are quite common, 
the issue of whether employees are automatically 
transferred, which is the case in the EU, is currently not 

precisely regulated in Serbia. Therefore, this issue should 
be monitored and assessed by all potential purchasers of 
Serbian company bulk assets. 

Real Property: For those M&A transactions in which real 
property is the core or an important asset, a careful due 
diligence of the seller’s rights to the property should be 
performed, given that the Serbian legal regime that governs 
use and ownership of real property is rather complex, 
especially for urban development land.

Cross-border Funding: The cross-border funding rules 
governed by Serbia’s Foreign Exchange Law, and 
implemented by its central bank, are quite rigid. Investors 
should, therefore, become aware of the various restrictions 
that may affect the financial structuring of a contemplated 
acquisition in Serbia.

Prohibited Financial Assistance: Serbian law prohibits  
the leveraging of a target’s assets to finance the acquisition 
of the target (so-called ‘financial assistance’). There are, 
however, certain structures that can be implemented in 
such cases.

All in all, Serbia is rapidly recovering from the political and 
social turmoil which impacted the whole region some years 
ago. Now, as an EU candidate country, it is progressively 
improving in terms of its political and regulatory stability 
and, consequently, its overall business climate.

Maric, partner at Wolf Theiss. “The Telekom Srbija 
situation should not be regarded as a trend but 
rather as an exception to the rule.”

Opportunities are expected to come from 
sectors including financial services, where 
there are currently nearly 30 banks competing 
for a small market. 

Consolidation in the food industry is likely to 
continue, while pharmaceuticals is another sector 
of interest, with pharma company Galenika 
regarded as one of the more attractive assets 
available for privatisation, given the right political 
and financial conditions. Distressed debt assets 
will also be a likely focus for investors in 2016. 

A snap parliamentary election is expected this 
year, but with the current government likely to 
be re-elected, this will cause less disruption to 

regional M&A than might be expected. Investors 
hope that the government will use its mandate 
to push forward privatisation and reform. Serbia’s 
low cost of doing business, access to a range of 
regional markets, and solid business legislation 
– based on EU norms – are all potential draws, 
and the perception of the country as a risky 
frontier market is not entirely deserved.

M&A activity in Serbia was stable in 2015, 
despite some of the large anticipated sales  
and privatisations failing to materialise. 
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SLOVAK 
REPUBLIC
The Slovak Republic saw large-cap M&A transactions in the 
telecommunications and energy sectors which spiked deal value from 
€305m in 2014 to €1.3bn in 2015. This offset a significant drop in the 
number of deals, from 25 to just 15.

The energy sector was particularly active over 
2015, as European utilities continue to adjust to 
low electricity wholesale prices by restructuring 
their regional portfolios. As part of its restructuring 
programme German utility RWE divested RWE 
Gas Slovensko through its Czech Republic-based 
RWE Supply & Trading business for an estimated 
€30m. The tender by Italian utility Enel for a 
66% stake in Slovenske Elektrarne had been 
extended into 2015 from the previous year and 
finally concluded in a deal with Czech company 
Energeticky a Prumyslovy Holding for €375m. 

Meanwhile, a much-anticipated government 
tender in the TMT sector for a 49% stake in Slovak 
Telekom also came to a conclusion with the 
acceptance of Deutsche Telekom AG’s €900m bid. 
This acquisition followed a meta-regional strategy 
of consolidation among telecoms.

Despite the fall in the number of deals in 2015, 
with deal value being strong, the outlook 
remains positive. 

“The M&A climate in the Slovak Republic is quite 
similar to that in other CEE countries, so while 
it was slightly slower [in 2015], we still believe 
that the overall trend is positive,” explains Lenka 
Subenikova, counsel at Wolf Theiss. “Transactions 
are ongoing in various sectors such as TMT, 
energy, utilities and manufacturing, and also in 
consumer retail, real estate and banking and 
finance,” she adds.

Of all the current members of the eurozone, which 
The Slovak Republic joined in 2009, the country 

has seen the highest average growth over the past 
decade. The economy grew by an impressive 
3.5% in 2015 and is expected to continue at a 
similar pace in 2016, according to the European 
Commission in February.

As elsewhere in the region, the Slovak Republic 
saw a continued recovery in the commercial real 
estate sector, in particular with investors willing 
to pay handsomely for the best quality property. 
Similarly to the rest of the Central European 
region, consolidation in the financial sector is 
expected to be a key driver. Manufacturing is 
another sector that has drawn investors to the 
Slovak Republic, given its location, relatively 
low costs, and high productivity. For example, in 
April Czech Republic-based civilian and defence 
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WOLF THEISS INSIGHT

The M&A trend in the Slovak Republic is positive. Economic 
growth accelerated in 2015 and is projected to expand in 2016. 

The Slovak Republic remains an extremely attractive 
country for foreign investments. In December 2015, Jaguar 
Land Rover confirmed a significant new investment, 
making it the fourth international automotive company 
to have large operations in the Slovak Republic, and 
strengthening the country’s position in the sector. 

The financial sector was particularly active in Slovakia 
during the last year. Sberbank Slovensko and a majority 
stake in Poštová banka were sold. A proposed sale of 
internet bank Zuno was cancelled but has recently been 
relaunched. The TMT, real estate, energy, manufacturing, 
retail and agricultural sectors were also very active. 

Three new codes were adopted in 2015 and will become 
effective in July of 2016: the Code of Civil Dispute 
Procedure, the Code of Civil Non-Dispute Procedure, and the 
Administrative Code. The main goals of the new legislation 
are to provide for better court efficiency, acceleration of court 
proceedings and an overall improvement of enforceability 
of law in general. As an example of improvements found in 
the new legislation, certain specific types of disputes (e.g., 
employment and IP disputes) will now be handled by courts 
specialised in the subject matter. Another example of a 
measure designed to accelerate court proceedings is the rule 
that evidence must be submitted during specific time periods 
or it will not be considered (absent exceptional circumstances). 

The adoption of an amendment to the Public Procurement 
Law that became effective in November of 2015 demonstrates 
a real effort to generally improve legal certainty in business, 
and in particular to improve transparency in public 
procurement. The amendment introduced a so-called 
register of final beneficial owners which serves the purpose 
of evidencing the ownership structure of the participants 
in public procurement. Registration is required in order to 
participate in the public procurement process.

Effective in July 2016, criminal liability of legal entities will 
be introduced in the Slovak Republic. The law follows the 
recommendation of the OECD Working Group on Bribery in 
International Transactions and further harmonises Slovak 
legislation with that of other EU countries. It will become 
possible to sanction legal entities, for the actions of their 
managing directors, members of boards and other authorised 
representatives, on account of about 50 crimes, including, 
bribery, indirect corruption, money laundering and unlawful 
employment.Monetary fines will be in the range of €1,500 
to €1,600,000. The most severe sentence is for criminal tax 
activity and will result in the winding up of a company.

Although the ruling leftist party won the recent March 
parliamentary election, it lost its majority. Negotiations 
about the creation of a coalition government are currently 
ongoing. Many parties touted various pro-business 
measures in their election programs, so we may see 
additional legislative reforms which could attract foreign 
investors and impact M&A.

enterprise Excalibur Group, through its subsidiary 
MSM Martin, has acquired a 50% stake in ZVS 
Holding and ZVS Impex, Slovak Republic-based 
companies engaged in the development of 
mechanical engineering electrotechnics, for an 
undisclosed consideration.

The Slovak Republic has also benefitted from 
relative political stability, with governments of 
different stripes generally continuing the same 
broad direction of travel. However, legislation 
can still change regularly, for example to the tax 
system, which at 22% already has one of the EU’s 
highest corporation tax rates.

Challenges that investors face include an 
overburdened and somewhat opaque judicial 
system, in which court cases can be long and 
drawn-out; and with red tape from a top-heavy 

public administration. However, the government 
is working to address these issues.

“There are plenty of sectors which could attract 
inbound investors, but there are still some 
obstacles regarding the regulatory and political 
climate. However, this is slowly improving 
and steps are being taken to make it easier for 
companies and for businesses to do profitable 
business in the Slovak Republic,” says Lubos 
Frolkovic, partner at Wolf Theiss.

Drivers for M&A in 2016 are expected to include 
further region-wide deals involving Slovak 
Republic-based subsidiaries, and increasing 
interest from Asian investors, with Chinese 
investors already scaling up acquisitions in the 
neighbouring Czech Republic in 2015.
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SLOVENIA
Croatia and Slovenia experienced a robust year of M&A activity in 
2015. Both countries saw a bump in deal value, but notably deal 
volume more than doubled in Slovenia, partly due to the country’s 
multi-faceted privatisation drive.

In Slovenia deal volume spiked year-on-year to 
28 deals in 2015 from 13 the year prior, while 
value also jumped by 67% to over €1bn. 

The consumer sector benefitted from confidence 
in solid consumption growth across the CEE, 
and was reflected in deals such as Dutch 
brewer Heineken’s acquisition from multiple 
sellers of Slovenia-based brewery Pivovarna 
Lasko for €446m, partly via the sale of shares 
held by Slovenia’s bad bank BAMC. The deal 
enhances Heineken’s regional portfolio while 
allowing Lasko to build up its brand. 

Two other important sales under the country’s 
broad privatisation programme were that 
of troubled bank NKB Maribor for €250m 
to UK PE fund Apollo Global Management, 
and the €79m deal that saw baked goods 
manufacturer Zito taken over by Croatian food 
company Podravka. Aside from indicating a 
willingness to progress with sell-offs via the 
bad bank and other pathways, including 
direct privatisations of 15 major companies 
listed for sale following the Slovenian banking 
crisis, and the sale or part-sale of dozens 
more, these indicated growing private equity 
interest in the region’s banks, and ongoing 
consolidation in the regional food and 
consumer industries, respectively. 

Another significant deal was the €50m purchase 
of construction and construction material 
company Trimo by Polish PE firm Innova Capital, 
from a bank group that included NLB, a state-
owned bank undergoing restructuring.

In August 2015, the state sovereign holding 
company announced that the privatisation 
of the government’s 72.75% stake in Telekom 
Slovenije, one of the biggest companies listed 
for sale, had been called off. The last remaining 
bidder, PE firm Cinven, had withdrawn, partly 
over regulatory challenges from both the EU and 
domestic regulators.

“Although the stopped sale of Telekom 
Slovenije was a bit discouraging, several other 
privatisation processes have been successfully 
completed, which helped in retaining investor 
trust in the market,” comments Laura Struc, 
partner at Wolf Theiss. 
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WOLF THEISS INSIGHT

To say the least, 2015 was an intense year for M&A in 
Slovenia. The question remains whether this is a precursor 
for 2016. 

Although the Slovenian state has endorsed the sale or other 
disposal of a number of state assets for 2016, the effort has 
been generally viewed as a disappointment.  Among the 
more important assets that have been put on the block 
are NLB (the largest Slovenian bank), Cimos (a provider of 
mechanical components and modules for the automotive 
industry) and Geoplin (Slovenia’s largest natural gas trader). 
NLB’s attractiveness (as well as that of a number of other 
assets on the list) is compromised by its classification as 
an “important asset”, meaning the state will retain a 25% 
plus one share stake and no single private investor will be 
able to hold a greater percentage, leaving the asset in the 
effective control of the government. 

M&A and NPL transactions remain brisk and are 
characterised by creditors gaining control and becoming 
owners of distressed companies through the acquisitions 
of receivables followed by debt to equity swaps. This 
trend goes hand in hand with the 2013 amendments of 
the Insolvency Act, which provided creditors with more 
extensive rights in insolvency proceedings and widened 
the possibilities of restructurings. Additionally, recent 
amendments to the Act Defining the Measures of the 
Republic of Slovenia to Strengthen Bank Stability provide 
wider powers for BAMC, the “Slovenian bad bank”, enabling 
it to acquire equity shares, grant loans, issue guarantees 
and/or recapitalise Slovenian companies. In light of the 
foregoing, we expect that the current pace of the distressed 
loan market will push ahead in 2016. With additional cash 

in hand from NPL deals, Slovenian banks should also be 
looking for new opportunities. However, as banks are now 
subject to stricter capital and operating requirements, their 
new targets will need to be selected very carefully.

The Slovenian Companies Act, Banking Act and Takeover 
Act were amended last year, however, the modifications 
mostly concerned implementation of requirements of EU 
legislation and did not bring any significant changes. The 
amendments of the Takeover Act provide for a minimum 
threshold for a successful mandatory bid of 50% plus one 
share, unless the acquirer already holds 50% plus one share 
in the target company. The bidder is also obliged to disclose 
in the prospectus its plans regarding the assets of the target, in 
particular any contemplated future pledges of assets. Not new, 
but something that our clients are often surprised about, is the 
fact that the Slovenian Takeover Act is applicable not only 
in the case of listed target companies, but also to joint stock 
companies which either have 250 and more shareholders 
or show more than €4m of total equity on their most recent 
annual report. Another deviation from what foreign 
investors are used to from elsewhere is the circumstance 
that the mandatory social insurance contributions payable 
by the employer for an individual employee are not 
capped, which results in paying quite large amounts to 
insurance authorities, the managers’ salaries in particular.

From a regulatory point of view, governmental filing 
requirements in Slovenia are, compared to other European 
countries, rather standard. However, in practice investors 
should understand that transactional delays can occur due 
to long lasting reviews, requests for additional clarifications 
and time consuming approval processes. 

While few major direct sell-offs are expected for 
2016, NLB, the largest bank, will be on the block, 
while other sales will continue through the state 
sovereign holding company, the bad bank and 
other state entities. 

“A lot of non-performing loan transactions are 
ongoing or anticipated in Slovenia,” says Markus 
Bruckmueller, partner at Wolf Theiss. “Many of 
them have been completed in 2015, but we 
believe that it will remain a very busy market  
in 2016.”

In January 2016, the state sovereign holding 
company announced that it had sold a 91.6% 
stake in Adria Airways to German investment 

fund 4K KNDNS, which is part of 4K Invest, a 
turnaround specialist. The fund paid €100,000 
for Adria, while agreeing to inject a further €1m 
into the airline. The state will also invest €3.1m, 
saying that the deal gives better value than a 
potential privatisation.
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UKRAINE
Deal volume in Ukraine held steady with 18 deals, similar to the 
previous year, but overall value plummeted from €741m to just €40m. 
With the Russian occupation of Crimea, war in the east of the country, 
a deep recession, and continuing political uncertainty, investors 
remain very wary.

While troubles continue in Ukraine, investors with 
an appetite for risk continue to seek out targets if 
the price is right. Agriculture continues to draw 
investor interest, as well as the financial services 
sector, where companies are consolidating en 
masse to meet capital requirements.

Significant inbound financial sector deals 
targeted Ukrainian insurance providers, 
including Netherlands-based International 
Insurance Consortium’s acquisition of a 90% 
stake in Ukrainian Providna; Bulgaria-based 
Euroins Insurance Group’s takeover of HDI 
Strakhuvannya; and the purchase of QBE 
Ukraine by Canada’s Fairfax Financial Holdings. 

“We consider Ukraine’s environment very 
challenging, probably the most challenging 
M&A market among the CEE countries due to 
political and economic reasons,” says Taras 
Dumych, partner at Wolf Theiss. “Still, with all 
the economic turbulence, the market is not 
dead and businesses are actually finding their 
way, adjusting and generating revenues, which 
makes M&A attractive. And the fact that a 
number of interesting transactions were made 
during 2015 only proves that both companies 
which are already operating in Ukraine and 
potential investors still see some benefit to 
investing in the country.”

Dumych sees Fairfax’s acquisition of QBE Ukraine 
as a particularly positive sign of the economy, 
with a major international strategic investor 
taking the company over from another strategic 

investor. Fairfax Financial Holdings will integrate 
the acquisition into Fairfax Eastern Europe and 
strengthen the company’s Eastern European 
businesses over the long term. 

Another bellwether deal for the Ukraine was 
concluded in the TMT sector, with the George 
Soros-associated Ukrainian Development Fund’s 
purchase of an undisclosed stake in Ukrainian 
software developer Ciklum from Danish founder 
Torben Majgaard and PE fund Horizon Capita.

PE funds have been seeking out well-priced, 
quality targets in the Ukraine, and are expected 
to continue to do so in 2016. The technology 
sector is seen as having particular potential with 
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WOLF THEISS INSIGHT
Of course, there are still concerns within Ukraine, but there 
have been a number of positive regulatory developments 
which will help remove hurdles and facilitate the 
implementation of transactions.

The first development worth mentioning is the reform of 
Ukrainian antimonopoly legislation. Ukrainian merger 
notification requirements were generally considered a 
bottleneck. There has been a significant increase of the 
thresholds triggering the necessity of a Ukrainian merger 
clearance. Furthermore, there has been a streamlining of 
the application review process. 

Debt financing being basically unavailable, M&A 
transactions in Ukraine are often structured so as to have 
the target’s corporate debt remain in place, thus reducing 
the purchase price. A positive development for such deals 
was the cancellation by the National Bank of Ukraine 
(NBU) of a prohibition of the assignment of cross-border 
loans which occurs when targets are sold together with 
their corporate debt. 

The NBU has been active in cleaning up the banking 
sector. The aim of the exercise was to make the banks’ 
shareholding structure more transparent and induce 
owners to assume greater responsibility for their banks’ 

fate. Results have so far been mixed but in the end 
banks will need to be financially robust and to have 
implemented best practices to remain active. 

An actively debated tax reform adopted at the very end of 
2015 should also bring positive change to such important 
sectors as agriculture and IT. Furthermore, reduced payroll 
taxes and improved, more service-oriented tax processes, 
as well as very low labour costs, should be helpful for 
attracting both foreign and domestic investments.

Ukrainian authorities have stepped up their efforts in fighting 
corruption, including by reforming relevant regulations, 
establishing an anti-corruption investigative body and 
prosecutor’s office, and reforming the police. These measures 
are expected to be especially efficient in fighting corruption  
in state-owned enterprises and in public procurement. 

And, with the now effective EU-Ukraine free trade zone 
treaty, Ukraine’s actions to implement free trade zone 
arrangements with other countries such as Canada, the US 
and Israel, and the adoption of EU and other international 
standards by many Ukrainian industries, should increase 
the attractiveness of the country as a producer, which 
is geographically much closer to important consumer 
markets (such as the EU) than China. 

the Ukraine harbouring a large talent pool  
of programmers. 

Meanwhile, consolidation is expected to continue 
in the banking sector after the tightening of 
regulation by the Central Bank in recent years 
has forced some of the less healthy players into 
liquidation. Some lenders have been acquired 
by large companies to help finance their own 
businesses, capitalising on cheap valuations. But 
the biggest deal is likely the acquisition in early 
2016 of UniCredit’s Ukrainian unit Ukrsotsbank by 
Luxembourg-based ABH Holdings, for €281m and 
a minority stake in ABH Holdings. 

Opportunities may also arise from a new wave of 
corporate restructurings driven by the Ukrainian 
hryvnia’s depreciation.“You would look to almost 
every sector for distress,” says Dumych. “I think 
the most interesting ones would be in sectors 
with healthy cash flows such as agriculture or 
FMCG. In agriculture last year there were a 
number of distressed takeover transactions.”

Agricultural producers and manufacturers 
should also see M&A activity over the medium 
term thanks to a new trade deal with the 
European Union that lowers barriers to Ukrainian 
products. EU companies may look to acquire 
productive assets in Ukraine for export to Europe 
and beyond, capitalising on low costs and 
geographical proximity.

“Companies that export can balance their 
currency risks and devaluation risks,” says 
Oleg Mazur, counsel at Wolf Theiss. “Investors 
should look into reputable companies with 
good management teams that are really acting 
proactively, expanding in to new markets in the 
EU and beyond the EU.”

The political and economic outlook for Ukraine 
remains very difficult, and structural issues 
with the legal system and corruption are major 
challenges. But opportunities exist for investors 
seeking quality targets.
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ABOUT MERGERMARKET

For more information please contact:

Jeanne Gautron
Publisher, Remark EMEA
The Mergermarket Group

+44 (0)20 3741 1059 
jeanne.gautron@mergermarket.com 

Mergermarket is an unparalleled, independent mergers & 
acquisitions (M&A) proprietary intelligence tool. Unlike any other 
service of its kind. Mergermarket provides a complete overview of 
the M&A market by offering both a forward-looking intelligence 
database and a historical deals database, achieving real revenues 
for Mergermarket clients. 

Remark, the events and publications arm of The Mergermarket 
Group, offers a range of publishing, research and events services 
that enable clients to enhance their own profile, and to develop 
new business opportunities with their target audience. 

To find out more please visit  
www.mergermarketgroup.com/events-publications/
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