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Welcome to the newest edition of the Wolf Theiss  
Corporate Monitor's M&A spotlight on CEE/SEE.

As in previous years, the Wolf Theiss Corporate Monitor provides an in-
depth survey of the current and prospective M&A environment in Central, 
Eastern and South-Eastern Europe ("CEE/SEE"). 

Together with Mergermarket, we have analysed the M&A environment 
in 2018 and the outlook for 2019, with a particular focus on seven key 
sectors. In order to shed more light on statistical trends and to correlate 
them with actual experiences in completing deals, we have interviewed 
dealmakers from a range of industries as well as private equity firms who 
are routinely involved in regional corporate acquisitions.

We saw a considerable drop in M&A activity in 2018, but perhaps the 
most telling finding is that 99% of respondents would invest again in the 
region. While there are downside risks from the European and global 
economy, it is clear that CEE/SEE is an excellent region in which to do 
business. The region’s skilled workforce, location at the crossroads of 
Eurasia, and relatively low costs, continue to pay dividends. Governments 
compete for valuable foreign indirect investment (FDI), leading to further 
improvements in the business environment. 

EU membership has integrated many of the region’s economies into 
the world’s largest single market, with even those outside the Union 
benefitting from access to the bloc and, in many cases, the benefits of  
the accession process.

The environment is not without challenges, which we outline in the report, 
but it is clear that investors can benefit from a region that offers much of 
the stability of Western Europe with considerably higher growth rates.

We hope you will enjoy reading the Wolf Theiss Corporate Monitor's M&A 
Spotlight on CEE/SEE and that it will provide you with practical guidance 
in evaluating the potential for completing deals in a dynamic and 
changing region.

Kind regards,

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

Horst Ebhardt
Wolf Theiss
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The dealmaking mood in Central and Eastern 
Europe is confident as we enter 2019. Despite 
a drop in values and volumes over the past 
year, the experience of investors has been 
overwhelmingly positive, with 99% of respondents 
saying that their past experiences of doing 
business in the region would encourage them to 
invest again. "It would simply be a mistake to sell 
the positive prospects of the CEE short," says Zoltan 
Faludi, partner at Wolf Theiss Hungary, "and 
neither we nor our clients are doing so."

There are a number of factors underpinning 
this confidence, including the robust economic 
growth seen in many of the CEE countries. 
Most have largely recovered from the long 
hangover of the global economic crisis, even 
if their performance is not as stellar as it 
was in the mid-2000s. Investors also remark 
on the region’s competitiveness, based on 
relatively low costs, a skilled labour force, 
and geographical location. Relative political 
stability and access to EU markets are also 
important factors, with most countries surveyed 
either EU members or aspirants.

Hungary is proving to be a popular destination 
– 91% of investors in the country say that they 
would invest in the country again, the highest 
level in the region. The country has become a 
centre for the automotive industry, thanks to its 
location and affordable, highly skilled workforce, 
and has also positioned itself as a regional energy 
centre. Despite the government’s clashes with 
EU institutions, investors also favour Hungary’s 
political stability.

Austria and the Czech Republic also rank highly, 
with 78% and 70% of respondents, respectively, 
saying that they would invest in these countries 
again. Austria has the second-highest GDP 
and the highest GDP per capita (at PPP) of the 
countries covered, while the Czech Republic ranks 
third and second respectively on these measures, 
which partly explains their enduring appeal.

After some years of steady if unspectacular 
growth region-wide, 70% of respondents say 
that the fundraising environment for deals 
in 2018 remained on a par with 2017. Bank 
financing has traditionally predominated in 
CEE, with relatively shallow and illiquid capital 
markets, but the PE and VC segments have 
become increasingly lively. 

The tech, media and telecoms (TMT) sector is seen 
as the most attractive for dealmaking in 2019, 
cited by more than two-thirds of respondents. 
The CEE/SEE has long supported a dynamic 
ecosystem for technology companies from 
start-ups to multinational outsourcing arms, 
with excellent levels of technical education 
and a multi-lingual workforce giving the 
region considerable competitive advantages. 
Global M&A in the sector has also had a knock-
on effect on CEE, while media buyouts by 
growing regional players are another factor 
driving activity. However, privatisation of 
telecommunication companies in the Western 
Balkans continues to be held up. 

Our respondents see hotspot sectors 
consumer and leisure (cited by 52%) and 
pharmaceuticals, medical and biotech (34%)  
as particularly promising.

While investors are overwhelmingly positive 
about their experience doing business in CEE, 
some feel that the current wave of M&A may 
be peaking, and activity could slow beyond 
2020. There are looming risks from uncertainty 
surrounding the eurozone and the impact of 
Brexit, cited by 84% of respondents as one of the 
biggest challenges in implementing their CEE 
strategy. "While there will certainly be some 
factors beyond the control of anyone," says Luka 
Tadic-Colic, partner at Wolf Theiss Croatia, "the 
last recession toughened our investor base and 
we feel that they are able to cope with whatever 
the upcoming challenges may be."

INTRODUCTION

METHODOLOGY
In H2 2018, 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 were drawn from outside of the region. 
One third of respondents were from private equity firms, with the 
remainder comprised of corporate respondents.

All participants in the survey had made at least one acquisition in 
the CEE region over the past 12 months or had made an acquisition 
in the region in the past five years while also considering making 
another in the next two years. The survey included a combination 
of qualitative and quantitative questions and all interviews were 
conducted over the telephone by appointment. Results were 
analysed and collated by Mergermarket and all responses are 
anonymised and presented in aggregate.
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REGIONAL  
OVERVIEW
M&A may be down across the region but executives are upbeat about the 
prospects for 2019 and beyond. Austria, Poland and the Czech Republic lead 
the way in terms of deals done, while TMT has taken the lion's share of deal 
value. The key challenges to deals were different working cultures and the 
availability of financing.

Merger and acquisition activity in CEE fell in 
2018, with overall values down 18% to €21.3bn 
and volumes falling 13% to 445 deals.

This was despite good levels of economic 
growth across the region. The consensus is that 
most countries have put the global recession 

M&A OVERVIEW

 Deal volume       Deal value (€bn) 

Overall M&A, 2012-2018
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behind them – and more recent domestic 
shocks in some economies. However, there are 
headwinds from the global economy, with 
uncertainty over trade disputes between the 
US and China, the UK’s departure from the EU, 
and the political and economic direction of 
major European countries, including Italy. 
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Furthermore, after a busy few years for 
dealmaking in CEE, the market may be 
reaching a natural peak, with fewer targets 
on the market and investors focusing 
on developing their existing businesses. 
Privatisation processes have also slowed in 
those countries which still have significant assets 
under state ownership.

BIG DEALS 
While overall dealmaking slowed, there 
were a number of high-profile transactions – 
particularly in the TMT sector. The biggest deal 
of the year in the region was the acquisition of 
Norwegian telco Telenor’s Hungarian subsidiary 
by PPF – a Czech-owned, Netherlands-based 
investment group – for €2.8bn, as part of PPF’s 
acquisition of Telenor’s CEE assets. PPF has been 
increasingly active on the regional market 
in recent years, and its takeover of Telenor 
is indicative of growing cross-border activity 
by CEE business groups. Meanwhile, in June, 
Advent Partners purchased General Electric’s 
industrial gas engine business for US$3.25 billion 
– this deal included the Jenbacher brand, 
which is based in Austria.

The third-biggest deal saw Czech 
pharmaceutical company Zentiva acquired 
by US-based PE fund Advent International 
for €1.9bn. Zentiva is an example of the sort 
of big-ticket target that global PE funds are 
looking for in CEE. Another major buyout 
between international PE firms saw BC Partners 
take a majority stake in Serbia’s largest cable 6

company United Group, from US firm KKR. 
However, with relatively few such sizeable 
assets, the PE segment has seen more activity 
from regionally focused funds in recent years, 
while EU-funded venture capital has played a 
central role in supporting start-ups.

SECTOR WATCH
The TMT sector accounted for 18% of deal 
activity by value, boosted by the Telenor deal 
in particular, but also reflecting the continuing 
strength of the region’s tech businesses 
and consolidation in the media segment. 
Industrials and chemicals and pharma, 
medical and biotech accounted for 29% and 
10% of value, respectively.

In terms of volume, industrials and chemicals 
accounted for 21% of activity, followed by 
business and financial services (19%) and 
consumer and leisure (18%). The region’s 
manufacturing industries continue to 
benefit from cost advantages, access to the 
500m-strong EU market, and the support 
of governments that are keen to boost 
employment and export earnings. 

The financial services sector has seen a wave 
of consolidation driven by factors including 
government policy and the withdrawal of some 
foreign banking groups – notably from Greece 
and Russia – from regional markets. The largest 
banking deal of the year saw French giant BNP 
Paribas buy Poland’s Raiffeisen Bank for €775m.

Announced 

Date

Target 

Company
Sector

Target 

Country
Bidder Company

Bidder 

Dominant Country

Deal 

Value €(m)

21/03/2018

Telenor Hungary Ltd.; 
Telenor d.o.o.; Telenor 
Montenegro; Telenor 
Bulgaria EAD; Telenor 
Common Operation Zrt

Telecommunications: 
Carriers Hungary PPF Group N.V. Netherlands  2,800 

25/06/2018 INNIO Industrial Products 
and Services Austria Advent International 

Corporation USA  2,784 

28/06/2018 Zentiva Group a.s. Medical: 
Pharmaceuticals

Czech 
Republic

Advent International 
Corporation USA  1,900 

05/11/2018 Euro Bank S.A. (99.79% 
Stake) Financial Services Poland Bank Millennium S.A. Poland  1,448 

26/04/2018 ZKW Group GmbH Automotive Austria LG Electronics, Inc.; LG Corp South Korea  1,100 

26/11/2018 AHT Cooling Systems 
GmbH

Industrial Products 
and Services Austria Daikin Industries, Ltd. Japan  881 

10/04/2018
Raiffeisen Bank 
Polska S.A (core bank 
business)

Financial Services Poland
Bank BGZ BNP Paribas SA 
(formerly Bank Gospodarki 
Zywnosciowej SA)

France  775 

02/07/2018
CA Immobilien 
Anlagen AG (26% 
Stake)

Real Estate Austria Starwood Capital Group USA  758 

22/03/2018
25-year Concession for 
Belgrade Nikola Tesla 
Airport

Transportation Serbia VINCI Airports S.A.S. France  501 

26/11/2018 Orbis S.A.  (47.31% 
Stake) Leisure Poland Accor SA France  443 
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29%

18%

17%

10%

8%

6%

6%
3% 3%

Deal value Deal volume Industrials and chemicals

TMT

Business and financial services

Pharma, medical and biotech

Energy, mining and utilities

Transportation

Agriculture

Real estate and construction

Consumer and leisure

21%

19%

18%

16%

7%

6%

6%

4% 3%
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HOTSPOTS
The leading hotspot for M&A activity over  
the past two years was Austria’s real estate 
and construction sector, which saw deals worth 
a total of €6.2bn in 2017-18. This included US 
investment firm Starwood Capital’s 20% stake in 
CA Immobilien Anlagen for €758m. 

The Austrian business and financial services 
industry ranks second, with transactions 
totalling €4.7bn, followed by business and 
financial services in Poland (€3.8bn), and TMT 
in Hungary (€3.1bn). 

Austria’s position as the wealthiest (and second-
largest) economy in CEE, and home to regional 

financial institutions, accounts for its ongoing 
strengths as a dealmaking locus. Poland is the 
largest economy in the region, with a consumer 
base of 38 million people, and the consumer 
sector has also been shaped by changing 
government policy over the past few years.

M&A by sector and target country 2017–2018 (€ million)

CEE sectors by deal value and volume, 2018

0 6,500 €m

 
Country Business 

and 
financial 
services

Industrials 
and 
chemicals

TMT Real estate 
and con-
struction

Consumer 
and leisure

Pharma, 
medical 
and 
biotech

Energy, 
mining 
and 
utilities

Transportation Agriculture Total

Austria 4,692 5,288 2,431 6,207 398 210 57 68 19,351

Poland 3,804 1,320 771 1,075 2,864 164 2,017 216 13 12,244

Czech Republic 478 1,627 313 64 329 2,010 331 8 5,160

Hungary 76 70 3,143 114 26 34 3,463

Romania 394 363 202 39 139 448 203 150 294 2,232

Serbia 183 140 180 86 41 300 501 150 1,581

Slovenia 329 240 302 6 16 8 901

Ukraine 44 132 15 22 6 109 7 329 664

Slovakia 205 20 9 370 23 627

Bulgaria 75 75 247 8 200 8 613

Croatia 46 371 6 12 435

Albania 82 31 5 118

Bosnia-Herzegovina 5 5

Total 10,157 9,266 7,547 7,413 4,834 3,286 3,075 980 836 47,394
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Several years of respectable growth across 
most of CEE, combined with general political 
stability and a general benign financing 
environment, have strengthened investors’ 
perceptions of the region. Nearly all our survey 
respondents – 99% – say that their experience 
of investing in CEE would encourage them to 
invest again.

“CEE is a unique market which can provide 
high growth similar to emerging markets. 
At the same time, it is an advanced and 
sophisticated market with spending potential 
similar to Western European levels,” says the 
CFO of an Austrian TMT company. “We have 
seen how the CEE markets have evolved and 
been shielded somewhat from the economic 
crises that hit Europe, and now as the stability 
is returning, we see significant potential for us 
to grow in new markets.”

GREAT EXPECTATIONS
Meanwhile, more than half all respondents – 
56% – expect the CEE region to see the highest 
growth of M&A activity across Europe as a 
whole in the next two years. Some 33% expect 
Eastern Europe to grow most strongly (the same 
proportion as expect the highest growth to be 
in Western Europe), and 23% expect Central 
Europe to perform best. 

HUNGARY FOR MORE
Investors in Hungary were the most likely to say 
that they would invest in the same country again 
(91% of respondents), followed by Austria (78%) 
and the Czech Republic (70%). While Hungary 
has clashed with EU institutions over policies 
seen by critics as economically nationalist, it has 
benefitted from political stability, its location at 
the heart of Europe and relatively low costs. "The 
investment community has now had a number 
of years of experience with the new reality in 

99%

1%

More likely to invest in the same country again

Less likely to invest in the same country again

How has your overall M&A 
experience in the region impacted 
your CEE/SEE strategy?

How has your M&A experience in the country of your most 
recent deal in the CEE/SEE region impacted upon your 
CEE/SEE strategy?

More likely to invest in the same country again

Less likely to invest in the same country again

Romania

Poland

Czech Republic

Austria

Hungary

31%69%

70%

78%

91% 9%

22%

30%

38%62%
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Central Europe
23%

Eastern Europe
33%

Northern Europe
10%

Western Europe
33%

Southern Europe
1%

Which region of Europe do you believe will see the 
most growth in M&A activity in the next two years?

How did the following factors impact your most recent deal 
in the CEE/SEE region?

Political environment

Level of economic growth/GDP per capita

Availability of local financing

Had a significantly
negative impact

Had a slightly
negative impact

Had no impact

Had a slightly
positive impact

Had a significantly
positive impact

30%

7%

33%

29%

29%

30%

17%

22%

1%

2%

16%

24%

36%

24%

Hungary and the entire CEE," says Janos Toth, 
partner at Wolf Theiss Hungary, "and on the 
whole has become comfortable with Hungary  
as a preferred place to do business."

Austria and the Czech Republic also benefit 
from their location, stability, relative affluence 
and excellent infrastructure. Across the region, 
costs tend to be lower than in Western Europe, 
while many countries still enjoy the political 
and economic benefits of EU membership.

“I still feel investing in the Czech Republic is 
much easier compared to many other markets, 
including Western European markets, and 
considering the investment opportunities we 
have and the returns we could generate, we will 
certainly be investing more in this country,” says 
the managing director of a US TMT company.

FEAR FACTORS
Despite the fact that all the economies in the 
region grew in 2017-18, 62% of respondents 
say that the level of economic growth and 
GDP per capita negatively affected their most 
recent deal in CEE, though only 29% say it was 
a significantly negative impact. Headwinds 
from the global economy, including rising oil 
prices, uncertainty over US-China trade and 
concerns over the eurozone and Brexit, may 
all have been factors cooling regional growth. 
Furthermore, in some parts of the region, 
incomes remain low: the average wage in 
several Balkan countries, for example, is little 
over €400 a month.

The political environment had a negative 
impact for 59% of respondents, with 30% 
saying it had a significantly negative impact. 
Often, these challenges are more associated 
with perception than day-to-day political 
challenges. Several countries had elections in 
2018, including Hungary, the Czech Republic, 
Bosnia, Slovenia and Poland (at local level), 
and there are European Parliament elections 
looming in 2019. The continuity of economic 
policy-making is fairly consistent in the region 
even when governments change. But populist 
trends across Europe are certainly having an 
impact on the perception of CEE, and in some 
cases on legislation that affects investors, from 
nationalisation to the rule of law.
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What were the challenges in completing your most recent 
M&A deal in the CEE/SEE region?

Availability of
financing

Different working
cultures

Changes in
regulation

Length of
transaction

Transparency
issues

Existing
regulatory/legal

obstacles

Compliance
challenges

Agreeing on
warranties and

indemnities

Preparing
transitional

service
agreements

8%

10%

10%

13%

33%

47%

54%

55%

59%

63%

63%

64%

65%

31%

7%

7%

7%

7%

1010

“Questions are being raised as to how much 
politics can interfere in larger investments that 
come from abroad and to what extent those 
investments can rely on safety and not being 
bothered by political noise,” says Erik Steger, 
partner at Wolf Theiss Austria and Slovakia. “It’s 
partly because of mounting nationalism across 
Europe.” While acknowledging the distraction 
of the political environment, Dariusz Harbaty, 
counsel at Wolf Theiss Poland, adds: "The fact 
remains that business and growth have not been 
negatively affected in any demonstrable way. 
The forward momentum continues unabated."

THE M&A MAZE
When asked about specific M&A process 
challenges in CEE, preparing transitional service 
agreements was reported as the biggest single 
challenge facing investors in CEE, cited by 
65% of respondents, followed by agreeing on 
warranties and indemnities (64%), compliance 
challenges (63%) and regulatory/legal obstacles 
(63%). “Markets in CEE are regulated and there 
is significant control by the government. The 
markets are not as free compared to Western 
Europe,” says a partner in a UK-based TMT 
company. “The existing regulations restrict 
foreign companies and we have to get numerous 
approvals and follow procedures which are often 
not necessary.”

Navigating the varying jurisdictions in the region 
and complex M&A negotiation requires expert 
advice and consultancy services: when foreign 
businesses have the necessary support, they 
often find the environment less challenging 
than they expected. Most countries are either 
inside the EU or are working on reforms and 
harmonisation with EU legislation with a view to 
future membership, with benefits for consistency 
and transparency. "You just need to come into 
our markets with your eyes open," observes Akos 
Eros, partner at Wolf Theiss Hungary, "and as long 
as you do, you should find the environment quite 
manageable indeed."

When asked to choose the single most significant 
challenge to deal completion in CEE, the 
leading factor was different working cultures. 
Again, the differences should not be over- 
exaggerated – many Western investors find CEE 
a straightforward place to do business. However, 
the various differences from country to country 
within the region can throw up  challenges.

All that apply 

Most important
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As in 2018, the TMT industry is expected to be 
the most attractive sector for dealmaking over 
the coming 12 months, cited by more than 
two-thirds of respondents as one of the top two 
areas for activity. It was followed by consumer 
and leisure (52%), and pharmaceuticals, 
medical and biotech (34%).

TMT has been a leading sector in CEE for many 
years. While business process outsourcing (BPO) 
and other forms of outsourcing remain strong, 
the region has developed a healthy ecosystem 
for innovative start-ups, with cities like Warsaw, 
Prague, and Cluj in Romania becoming 
hubs for companies developing apps, fintech 
products and other software. 

The past few years have also seen the 
development of blockchain in CEE, with 
the Czech Republic in particular taking the 
lead. Momentum has also been sustained by 
large telcos changing hands, sometimes as 
part of regional deals, and buyouts of media 
companies by local businesses, sometimes 
with a political element.

Growing consumer spending has been a key 
factor driving growth in CEE in recent years, 
with countries including Romania and Hungary 
seeing rapid income growth. In some areas, 
modern retail is still relatively underdeveloped, 
with scope for the expansion of supermarkets, 
hypermarkets and malls.

With this in mind, it is not surprising that 
respondents looking to do another deal in CEE 
are most likely to be considering TMT (cited by 
33%), followed by industrials and chemicals 
(31%), and consumer and leisure (25%). 

VALUATIONS RISE   
Manufacturing in CEE leverages relatively low 
costs, an experienced industrial workforce and 
access to the huge EU market. Nonetheless, 
nearly half of all respondents find assets in the 
industrials and chemicals sector overvalued.

Some 64% of respondents say that targets in 
agriculture were overvalued, more than any 
other sector, followed by transportation (62%). 
The valuation gap is regularly cited as a 

SECTOR AND PE PROFILE
Which sectors do you think will be the most attractive in the 
CEE/SEE region over the next 12 months? (Select the top two)

Energy, mining and utilities

Real estate and construction

Industrials and chemicals (including automotive)

Business and financial services (including computer services)

Pharmaceuticals, medical and biotech

Consumer and leisure

Technology, media and telecommunications
68%

52%

34%

24%

16%

4%

2%

Please specify which sector(s), if any, you expect to make an 
M&A deal in the CEE/SEE region over the next two years. 
(Select all that apply and the most important)

33%
21%

31%
17%

25%

23%

21%

9%

11%

15%
10%

13%
11%

5%
4%

1%
1%

1%
1%

15%

Defence

Agriculture

Transportation

Energy, mining and utilities

Real estate and construction

Pharmaceuticals, medical and biotech

Business and financial services (including computer services)

Consumer and leisure

Industrials and chemicals (including automotive)

Technology, media and telecommunications

All that apply 

Most important
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On average, how would you describe the current valuations 
on targets in the CEE/SEE region in the following sectors?

Transportation

Agriculture

Defence

Real estate and construction

Energy, mining and utilities

Pharmaceuticals, medical and biotech

Industrials and chemicals (including automotive)

Consumer and leisure

Technology, media and telecommunications

Business and financial services (including computer services)

49%

31% 16%

30% 30%

26% 25%

24% 15%

23% 16%

19% 19%

16% 23% 7%

8%

8% 29%

25%

19% 32%

53%

40%

49%

60%

59%

62%

54%

64%

62%

3%

1%

2%

1%

Appropriately valuedUndervalued Overvalued Not sure

challenge for investors in the region, and can 
be particularly acute for PE players looking to 
buy family companies.

“Valuations are high right now for companies,” 
says Christian Mikosch, partner at Wolf Theiss 
Austria. “It's just a reflection of sellers' high 
expectations of the potential and certainly has 
some justification, but it also makes business 
hard sometimes.”

PE IN PLAY
Private equity (PE) activity as a whole 
dropped in 2018, with 47 buyouts down from 
65 in 2017. However, overall value edged 
up to €6.03bn, with deals including Advent 
International Corporation’s €1.9bn buyout 
of Czech pharma company Zentiva and its 
takeover of Jenbacher as part its deal with GE; 
and BC Partners' purchase of Serbia’s United 
Group, all adding a considerable boost. 

Although buyout firms are still active and 
competitive bidders in most sales, a slowdown 
in activity reflects a cooling in the PE cycle 
after a period of lively dealmaking. Several 
major PE players are focusing on their existing 
portfolios in the region, while targets have 
thinned out somewhat. Nonetheless, there 
has been healthy growth among smaller 
regionally focused players and, in some 
cases, new entrants who see opportunities in 
the CEE PE space.

“There are small domestic funds, especially 
focusing on Austrian SMEs,” says Mikosch. 
“But what we see now is an influx of German 
private equity houses which smartly see 
Austria as uncharted territory for private 
equity companies still.”

Just over half of PE fund respondents included 
in the survey expect to hold on to their latest 
investment for four to five years, with just over 
a third planning to hold it for six to seven years, 
and the remainder less than three years. 

Given the number of PE acquisitions in the 
region over the past few years, this points to 
a potential wave of exits in the first half of the 
next decade. The question is what form these 
future transactions will take: some 36% of 

respondents say that limited exit opportunities 
were the biggest obstacle to PE in the region. 
Most regional stock exchanges are rather 
illiquid, limiting IPO potential, and indeed 
underdeveloped capital markets are seen as 
the single biggest challenge by PE players, 
cited by 46% of respondents. Red tape and 
administrative challenges were cited by 34%, 
reflecting the top-heavy bureaucracies that 
still operate in many of the region’s countries.
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CEE private equity buyouts, 2012-2018

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

Rising valuations

Scarcity of
suitable targets

Lack of local
fundraising

Lack of
profitability

Red tape/
administrative

challenges

Limited exit
opportunities

Underdeveloped
capital markets

46%

36%

34%

24%

22%

20%

18%

52%

12%

36%

PE firms: How long do you plan to 
hold your investment in this asset 
(from purchase to exit)?

4-5 years

Less than 3 years

6-7 years
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At the time of writing, the outcome of the UK’s 
process of leaving the UK was still uncertain, 
with a “hard Brexit” and even a reversal of 
the decision both possibilities. Meanwhile, 
less pressing but serious concerns about the 
future of the eurozone continue – including 
the position of Italy and the outlook for fiscal 
integration. A striking 84% of respondents 
cited the uncertainty surrounding Brexit and 
the eurozone as one of the biggest challenges 
in implementing their CEE strategy. Other 
major challenges faced by investors include 
a buyer/seller valuation gap (cited by 77% 
of respondents) and the difficult economic 
environment (75%). 

REGIONAL CHALLENGES 

What do you perceive to be the biggest challenges to implementing your CEE/SEE strategy in general in 
the country of your last completed deal?

Sanctions regimes
involving Russia

Transparency issues

Strong state
involvement

Ability to raise funds

Difficult economic
environment

Buyer/seller
valuation gap

Uncertainty
surrounding

the Eurozone/
impact of Brexit

84%

25%

77%

75%

17%

18%

51%

45%

45%

33%

12%

9%

10%

9%

“More than anywhere else, business in CEE 
depends significantly on the eurozone and the 
uncertainty has a direct impact on the business 
environment here,” says a partner at a Polish 
PE fund, warning that investors were already 
holding back from allocating capital given the 
situation. “We’ve already witnessed decreasing 
M&A activity because of Brexit.”

BREXIT AND BEYOND
A new eurozone crisis would have a big impact 
on CEE, where several countries are members 
of the single currency (Austria, Slovenia, 
Slovakia), others have their currency pegged 
to the euro (Bosnia, Bulgaria) and almost all 

All that apply 

Most important
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have the eurozone as the major trading and 
investment partner. 

Economic ties with the UK are less extensive, 
but a significant European shock from a hard 
Brexit would have an impact. An October 2018 
report by regional bank Erste states that a hard 
Brexit would have more impact through acting 
as a drag on eurozone growth and could trim 
1% from the Czech Republic’s output, a little less 
for Hungary and around 0.5% for Poland.

On the other hand, some CEE countries 
are already looking to benefit from the UK 
leaving the EU single market by attracting 
businesses, including financial services and 
manufacturing, to relocate. 

“We see quite a few companies with production 
operations in the UK looking into Bulgaria and 
considering opening operations here as part of 
the EU,” says Radoslav Mikov, partner at Wolf 
Theiss Bulgaria. “Otherwise, we don't expect 
much of a shock from Brexit on Bulgaria itself.”

Generally, Brexit is not seen as a direct risk 
to most of the region: “I haven't seen a lot of 
concern in Albania regarding Brexit,” says 
Sokol Nako, partner at Wolf Theiss Albania. 
“People are more concerned about Italy.”

ANTITRUST ISSUES
Antitrust compliance was the most commonly 
raised regulatory challenge by respondents 
(75%), followed by intellectual property law (62%) 
and tax compliance (61%). The EU has taken a 
tougher stance on competition law over the past 
few years, with huge fines handed to several 
global companies. However, in some cases this 
has actually led to an uptick in dealmaking 
activity as companies have been forced to divest 
assets in the process of acquisitions in order to 
meet competition requirements.

“There’s a growing number of cases with an 
obligation to divest in order to get deals cleared 
by the competition authorities and everybody 
expects additional consolidation, for example 
in the telecoms, financial and energy sectors,” 
says Horst Ebhardt, partner at Wolf Theiss Austria 
and head of the firm’s corporate/M&A team. 
“Similar to the Siemens/Alstom situation, it's 
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How did the following factors impact your most recent deal 
in the CEE/SEE region? 

Export controls

Data and
privacy protection

regulations

Import controls

Bribery &
corruption

regulations

Health & safety
regulations

Labour regulations

Environmental
safety regulations

Money laundering
regulations

Tax compliance

Intellectual
property law

Antitrust
compliance

75%

15%

13%

62%

61%

13%

7%

58%

49%

13%

45%

11%

45%

5%

43%

5%

39%

37%

11%

36%

5%

2%

All that apply 

Most important



What do you expect will be the biggest challenges to 
investing in your country of choice for your next deal in the 
CEE/SEE region (Austria and Poland)

Political trends

Uncertain
regulatory

environment

Currency risk

Large
administrative

burden

Reputation
management

Challenging
compliance

management

Lack of
suitable
targets

Competitive
bidding

 environment

50%

22%

50%

22%

25%

27%

58%

51%

54%

50%

75%

54%

25%

57%

75%

92%

Austria Poland
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quite possible that those deals get approved by 
the EU commission, but that they will request 
companies to sell other divisions to third parties.”

While the legal environment in CEE is more 
reliable than in many parts of the world, 74% 
of respondents say that it was somewhat 
or very difficult to enforce contract claims 
in the country of their most recent CEE 
deal. This rises to 82% for those investing in 
Hungary, with Romania seen as having the 
least-unfavourable environment for contract 
enforcement – though even there, 54% of 
respondents say that the issue was a challenge. 
Legal processes in the region can be slow, 
particularly in South-Eastern Europe, with 
courts facing backlogs of cases and limited 
administrative capacity.

“One possible way to mitigate this risk is to 
agree on arbitration wherever possible,” says 
Miroslav Stojanovic, partner at Wolf Theiss 
Serbia. “So in many M&A transactions, you can 
agree on domestic or foreign arbitration, which 
works well.”

Respondents looking to do deals in the most 
affluent economy in the region, Austria, cited a 
competitive bidding environment as the main 
challenge – cited by 92% of those surveyed, 
and seen as the single biggest hurdle by 41%.  
Some 57% say that a lack of suitable targets 
was likely to be a challenge. The issues are 
not unrelated, with a range of investors from 
corporates to funds eyeing acquisitions in CEE, 
where there are few companies of global scale. 
In Poland, the region’s largest economy, the 
competitive bidding environment was raised 
by 75% of respondents, but the same proportion 
say that challenging compliance management 
was also a significant issue.

In your experience, how difficult is it to enforce contract 
claims in the country of your most recent deal in the 
CEE/SEE region?

Somewhat difficultVery difficult Somewhat easy

Hungary

Czech Republic

Poland

Austria

Romania

Average across all CEE/SEE regions

39%

39% 15%

40%30%

43% 31%

45%

37%45%

33%

35% 26%

46%

30%

26%

22%

18%



How did you perceive the fundraising environment to 
be for dealmaking in 2018 within the CEE/SEE region 
compared to the previous year?

70%9% 21%

The same as 2017Easier than in 2017 Harder than in 2017

How do you think the fundraising environment for 
dealmaking in the CEE/SEE region will change over the 
next 12 months?

It will improve significantly

It will improve somewhat

It will remain the same

It will become slightly more
difficult to raise funds

It will become much
more difficult to raise funds 4%

20%

38%

33%

5%

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

Public markets (including
public equity and IPO)

Bank funding

Family offices

Private equity investment

Asset-based
lending financing

Debt markets
(public or private)

Cash reserves

17%

22%

15%

25%

9%

29%

17%

49%

20%

69%

77%

29%

7%

3%
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Economic growth has been fairly steady 
in CEE in recent years, and this relatively 
benign climate should continue into 2019, 
though downside risks do exist. As a result, the 
fundraising environment in 2018 remained on 
a par with the previous year, according to 70% 
of our respondents, though a significant 21% say 
that it became harder. Nearly two-fifths expect 
the environment to remain much the same in 
2019, though a similar proportion expect an 
improvement.

Across most of the region, banks have largely 
unwound from their positions around the turn of 
the decade, when non-performing loans (NPLs) 
rose as a period of over-ambitious lending was 
followed by the global crisis. The European 
Central Bank’s benchmark interest rate has 
remained at 0% since early 2016. Several 
major regional central banks, including those 
in Poland and Hungary, have maintained 
historically low rates through 2017-18, though 
others – including Romania’s and the Czech 
Republic’s – have moved to raise borrowing 
costs. While the environment is favourable, 
banks in many jurisdictions remain cautious, 
given the experiences of the late 2000s. While 
most regional stock exchanges remain relatively 
illiquid, corporates have taken to debt markets 
to raise capital in recent years. There is also a 
healthy flow of private financing, supporting 
local VC and PE.

“At the moment, fundraising is really booming 
and that's similar for most Eastern European 
funds,” says Anna Rizova, partner at Wolf 
Theiss Bulgaria. “I think there's a lot of capital 
available, and private equity is certainly raising 
it at the moment.”

CASH IS STILL KING 
Cash reserves and debt markets are seen as the 
leading means of financing upcoming deals. 
More than three quarters of respondents (77%) say 
that cash would be one of the two most important 
sources, while the proportions citing debt markets 
was 69%. Many bigger corporates in the region 
have built up cash reserves over recent years, 
buoyed by economic growth. 

Outside the eurozone, and in smaller 
markets, investors still often turn to foreign 

FINANCING AND DISTRESSED DEBT

All that apply 

Most important
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banks for financing, due to lower costs and 
greater capacity.

“Traditional financing comes from bank loans, 
and we don't see this changing any time 
soon,” says Naida Custovic, partner at Wolf 
Theiss Bosnia. “However, we do see that M&A 
financing is usually secured through foreign 
banks, usually in Western Europe, as the cost of 
capital is lower than in Bosnia.”

THE VALUATION GAP 
One challenge is persuading financiers that 
capital will be appropriately allocated. 
Overvaluation of targets and the resulting 
buyer-seller pricing gap is a challenge region-
wide, but is seen as particularly acute in 
Ukraine, where 80% of respondents say that 
assets were overpriced. This may be partly 
due to different perceptions of risk in the 
country, which has been affected by conflict 
and political turbulence but, outside of a small 
number of hotspots, remains largely peaceful. 
It also reflects the nature of targets: there 
has been a wave of recent sales by Russian 
institutions and individuals reluctant to make 
large losses on their initial investments. "We 
are clearly in a period where valuation issues 
are at play," says Taras Dumych, partner at 
Wolf Theiss Ukraine, "but already with some of 
the deals that occurred in 2018 we sense the 
solid foundation of a longer-term trend towards 
reaching a balance that will unlock many 
true opportunities. It won't be easy, for reasons 
that include upcoming 2019 presidential and 
parliamentary elections, but with effort and 
reasoned diligence, real potential is here."

Albania and Serbia also have a challenging 
valuation environment, with 61% and 58% of 
respondents, respectively, saying that targets 
across all sectors are overvalued. Conversely, 
only 33% of investors say that targets in Austria 
were overvalued, with 41% saying that they 
were undervalued – indicating opportunities for 
players looking for bargains.

“Quite a few deals in the region do not happen 
because the valuations are very high and 
it's very hard to sell companies at such high 
prices,” says Horst Ebhardt, partner at Wolf Theiss 
Austria and head of the firm’s corporate/M&A 
team. “The expected moderate downturn might 
actually mean more deals.”

On the whole, how would you describe the current 
valuations on targets across all sectors in the following 
CEE/SEE countries?

Appropriately valuedUndervalued Overvalued

Ukraine

Romania

Albania

Serbia

Czech Republic

Bulgaria

Poland

Croatia

Hungary

Bosnia and Herzegovina

Slovakia

Slovenia

Austria
41% 26%

24%32%

31% 22%

35%28%

27% 18%

18%26%

25% 17%

19%24%

21% 21%

23%19%

18% 21%

34%17%

19%
1%

33%

44%

47%

37%

55%

56%

58%

57%

58%

58%

61%

49%

80%

What do you think will happen to distressed debt 
opportunities in the CEE/SEE region in 2019?

They will increase
significantly

They will increase
somewhat

Remain the same

There will be a
decreasing number of

distressed debt
opportunities for buyers

3%

27%

55%

15%

In your last CEE/SEE M&A deal, was the seller in the 
transaction selling distressed assets?

44% 56%

YesNo
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DISTRESSED DEALS 
While NPL ratios have fallen across most of 
the region in the past few years, distress sales 
remain an important driver of M&A in the 
region, with 44% of respondents saying that 
their last transaction involved a seller selling 
distressed assets. 

Some 70% of respondents think that the 
number of distressed debt opportunities in the 
CEE region will increase in 2019, with 15% of 
respondents expecting a significant increase. 
Opportunities will come from a range of 
processes across the region: the accelerating 
sale of Albanian banks’ NPL portfolios; the 
restructuring of Bulgarian distressed real estate 
investments; and the divestment of assets 
by Heta Asset Resolution, the “bad bank” 
created for the non-performing part of Austrian 
bank Hypo Alpe Adria’s portfolio in countries 
including Bosnia.

Poland is seen as the market with the most 
opportunities for restructuring over the next 
12 months, with 47% of respondents citing it 
as one of the top two economies in the region, 
followed by Austria (37%) and the Czech 
Republic (28%). 

The industrials and chemicals sector is 
expected to be a locus for restructuring – cited 
by nearly two-thirds of respondents – followed 
by energy, mining and utilities (47%) and real 
estate and construction (29%).

“We feel that real estate is the sector where 
there is potential for restructuring,” says 
Katarina Kraeva, partner at Wolf Theiss 
Bulgaria. “For the first time in many years, we 
have seen big private equity investing in real 
estate NPLs, and we expect this to continue at 
least for the next year.” Tomasz Stasiak, partner 
at Wolf Theiss Poland, holds the same view: 
"These are heady times for real estate in Poland 
at the moment and for the near-term, but we 
all must be ready for the next phase and we 
certainly are." 

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

Croatia

Bulgaria

Serbia

Bosnia and Herzegovina

Romania

Hungary

Ukraine

Czech Republic

Austria

Poland

47%

37%

28%

24%

22%

14%

9%

9%

7%

3%

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

Agriculture

Technology, media and telecommunications

Consumer and leisure

Defence

Transportation

Pharmaceuticals, medical and biotech

Business and financial services (including computer services)

Real estate and construction

Energy, mining and utilities

Industrials and chemicals (including automotive)

65%

47%

29%

27%

13%

9%

4%

3%

1%

2%
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The overwhelmingly positive experience of 
investors in CEE is striking. Businesses in the 
region capitalise on location, political stability, 
relatively low costs, a skilled workforce and 
access to large markets. 

EU membership has proved a boon for 
the region, and the accession process is 
bringing benefits to the Western Balkan non-
members through economic and judicial 
reform. Nonetheless, there are potential 
headwinds from global trade disagreements, 
a volatile eurozone and Brexit that could cool 
dealmaking activity, with some countries 
already seeing a slowdown.

The TMT industry continues to attract the most 
attention, thanks to the strengths of CEE’s lively 
tech sector, from BPO to software developer 
start-ups, as well as acquisitions of major telcos. 
Consolidation in the media sector, and the 
growth of leading regional players, is another 
factor supporting dealmaking in the sector. 

Other strong sectors include consumer and 
leisure; industrials and chemicals; and 
pharma, medical, and biotech. The consumer 
sector has been buoyed by income growth 
and recovering domestic consumption, while 
export-oriented businesses leverage access to 
markets in the EU and beyond, a legacy of 
higher-value manufacturing and low costs.

Steady GDP growth has brought a more 
benign financing environment, though some 
banks remain cautious after the experience of 
the global economic crisis. However, shallow 
regional capital markets present a challenge 
both to financing and to exits for PE players.

The PE market as a whole is seeing a levelling-
off of activity, as a natural part of a cycle, and 
as targets have become less abundant and 
valuations have grown. However, a drop-off in 
valuations and a wave of exits after 2020 may 
restore momentum. Smaller regionally focused 
funds are increasingly dynamic.

Challenges come from bureaucratic hurdles 
and slow judicial processes; in some cases, 
judiciaries are not independent of political 
control. Investors say that enforcement of 
contracts is an issue across the region. However, 
planning and structuring deals judiciously, 

with expert advice and robust due diligence, 
can help reduce risk for businesses. There are 
also challenges from the political situation, 
with populist governments in some countries 
pushing policies that put pressure on businesses 
and strain fiscal sustainability. However, these 
issues can be exaggerated: all governments in 
the region are keen to attract investment, and 
the positive overall experience of established 
investors indicates that political risk is not as 
serious a threat as headlines may suggest.

Opportunities for distressed asset sales are 
expected to rise in 2019. While some countries 
have largely unwound NPL portfolios built up 
over the past decade, others are in the process 
of accelerating divestments, with real estate  
a particularly attractive sector.

CONCLUSION
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COUNTRY VIEWS

AUSTRIA

Austria’s GDP is expected to grow by 2.7% in 2018, moderating 
to 2.0% in 2019, according to the European Commission. While 
the pace of growth is modest, Austria is by some margin the 
most affluent country in the region and one of the wealthiest in 
Europe, with nominal GDP per capita nearing $50,000. Despite the 
entry of the populist Freedom Party into government, Austria has 
maintained political and economic stability, with a mix of domestic 
demand, investment and exports maintaining momentum. 

“The prevailing headlines are very good for Austrian companies 
right now,” says Horst Ebhardt, partner at Wolf Theiss Austria and 
head of the firm’s corporate/M&A team.

Austria has developed a diverse range of mid-size companies 
characterised by their specialisation, technical strength and 
adaptability, which has enabled some to gain global market share. 

It is also home to several larger listed companies, which have built 
CEE-wide networks, such as Erste Group Bank. Recent years have 
seen growing attention from China and the Far East, particularly in 
manufacturing. Structural PE activity has historically been limited, 
partly due to the conservative outlook of family- and foundation-
owned companies, but local funds and, increasingly, German PE 
players are active.

Downside risks come from the unpredictable global trade outlook, 
given the US’s sometimes hawkish policies towards China and 
others, as well as tensions between the EU and Russia over the 
situation in Ukraine.
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POLAND

Poland is the largest economy in CEE, and has a market of 38 million people. One of the few European 
countries not to experience recession in 2009, it has grown robustly since, with GDP expected to 
expand by nearly 5% in 2018, and 3.7% in 2017. 

Domestically, there are some concerns about the government’s increasingly active role in the 
economy, including the financial sector and energy, and political control of parastatal companies. 
Nonetheless, the government’s investments have been a factor in M&A in recent years, particularly 
the 2017 acquisition of 32.8% of Pekao, the country’s second-biggest bank, by a state-controlled 
insurer and the Polish Development Fund. And politics have not stopped foreign institutions from 
expanding, as BNP Paribas’s US$1bn acquisition of Raiffeisen Bank International’s Polish subsidiary  
in 2018 demonstrates.

Poland has also seen growing activity in the TMT sector, including in tech development, and back-
office functions for international financial institutions. While a slowdown seems likely in the coming 
years and workforce shortages are an issue, Poland’s fundamentals remain strong.

“Investors are coming here to expand their businesses and to increase their profitability,” says Jacek 
Michalski, partner at Wolf Theiss Poland.

CZECH REPUBLIC

The Czech Republic is the region’s third-biggest economy and has the second-highest 
GDP per capita. The country benefits from a long history of manufacturing and excellent 
infrastructure. Growth is expected to come in at 3% in 2018 and a similar level in 2019. 
Following several strong years, dealmaking may be reaching a natural plateau. The 
market is relatively saturated, with fewer targets available, and interest rates have 
started moving upwards, ahead of much of the rest of the region.

Nonetheless, there is still considerable potential in the short as well as the long term. 
TMT is seeing more activity, and Prague’s burgeoning tech industry is one of the 
region’s leaders in blockchain development.  The automotive sector remains strong 
and has attracted PE activity, though domestic funds such as PPF and Genesis are 
increasingly active outside the country.

“We are seeing that companies are looking for qualified personnel and intellectual 
property,” says Robert Pelikan, counsel at Wolf Theiss Czech Republic. “And we believe 
that this is something which the Czech Republic can offer.”
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HUNGARY

Hungary’s economy has grown faster than much of 
the region over the past few years, driven by FDI, rising 
wages and the application of EU funds. GDP is expected 
to expand by 4.3% in 2018, slowing to 3.4% in 2019. 

The country’s automotive sector, led by German 
manufacturers and their suppliers, continues to thrive. 
However, it faces downside risks from global trade 
shocks and competition. Capacity constraints are 
also an issue across the board, as the labour market 
has tightened, while government efforts to constrain 
a “twin deficit” may lead to further fiscal tightening, 
particularly once the 2019 European Parliament 
elections are finished. Finally, EU funding seems likely 
to be reduced after 2020.

The government, however, is tailoring policy to 
prepare for less EU cash, and its low tax incentives 
and support for investors in manufacturing continue 
to win plaudits in the business community, even if 
Budapest’s clashes with Brussels institutions get more 
headlines. The re-election of the government, with an 
absolute majority, in 2018, points to a continued period 
of political stability.

A growing trend is for larger Hungarian businesses 
to spread their wings outside the relatively small 
domestic market. OTP, the country’s leading bank, has 
been present on a range of markets for many years, 
and is undertaking a new wave of acquisitions.
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ROMANIA

Seen by some as CEE’s sleeping giant, Romania’s population of 20m makes 
it the third most-populous country in the region. While GDP per capita is 
relatively low, growth has been among the highest in Europe in recent years 
– topping 7% in 2017, before cooling to 3.5%-4.0% in 2018-19.

The left-of-centre government’s tax cuts and increases to the minimum wage 
and public sector salaries have stoked growth and raised spending power, 
though they have also raised inflation and the fiscal deficit. Although this 
pro-cyclical policy creates some risks in the case of a European or global 
downturn, Bryan Jardine, partner at Wolf Theiss Romania, believes: "Romania 
is much better prepared, and its financial sector more robust, than in the late 
2000s, when boom turned to bust and the country called in the IMF. We don't 
see any sequels in our immediate future."

Sectors of strength include manufacturing, where Renault’s Dacia and 
its suppliers continue their success, with 2018 expected to see an all-time 
high in car production. TMT benefits from the large pool of skilled, multi-
lingual graduates, with the city of Cluj a rising tech hotspot. In addition, 
Romania is one of Europe’s leading wheat producers, and the 2018 
acquisition of Agricost by the UAE’s Al Dahra Agriculture for €200m is 
indicative of agricultural potential.

“Romania is among the fastest growing economies in CEE and the 
opportunities for expanding are tremendous,” says a partner in a UK-based 
TMT company. “A high level of foreign investment, along with robust 
domestic demand and the government making significant reform measures, 
have all helped Romania grow at a high level.” Ileana Glodeanu, partner 
at Wolf Theiss Romania, adds: "As is always the case, it's a question of timing 
and we think the times will continue to be good for Romania."
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SECTOR 
SPOTLIGHTS
We explore the dealmaking environment 
in seven key sectors in the CEE

Business and financial services accounted for 
17% of total deal value in CEE in 2018, with 
transactions totalling €3.6bn. The sector saw 
86 deals, 19% of total volume, second only 
to the industrials and chemicals sector. This 
compared to 86 deals worth €6.56bn in 2017, 
a bumper year for the industry.

26

BUSINESS AND 
FINANCIAL SERVICES

 Deal volume     Deal value (€bn) 

BUSINESS AND FINANCIAL SERVICES M&A, 2012-2018
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Please specify in which of the following countries you 
have completed an M&A deal in the last five years and 
in which country you completed your most recent deal 

Croatia

Bosnia and
Herzegovina

Slovenia

Bulgaria

Slovakia

Austria

Romania

Hungary

Czech Republic

Poland

5%

5%

5%

10%

10%

5%

15%

15%

15%

10%

25%

15%

25%

25%

35%

25%

45%

Most recentCompleted in last five years

In which country/ies are you currently looking for new 
opportunities? 

Croatia

Slovakia

Poland

Hungary

Bulgaria

Romania

Czech Republic

Austria
50%

21%

36%

36%

30%

29%

29%

29%

21%

14%

14%

14%

7%

Most importantAll that apply

POLES APART
Major deals included the acquisition of the core 
banking business of Raiffeisen Bank’s Polish 
subsidiary by Bank Gospodarki Zywnosciowej, 
owned by France’s BNP Paribas, for €775m. The 
deal is the latest in the Polish banking sector. 
Dealmaking has been driven by consolidation 
plays like the Raiffeisen buyout, as well as the 
government’s efforts to increase Polish banks’ 
market share, including through acquisitions 
by state-owned investment bodies. Financial 
sector investors have also been attracted to the 
country in order to establish operational and 
back-office centres – JP Morgan plans to recruit 
5,000 people at its new Warsaw base. Poland’s 
fintech segment is also lively, capitalising on 
the high level of tech adoption by Polish banks 
and a substantial local skills pool. Indeed, 
Poland has become a hotspot for financial 
and business services investors. Some 45% of 
respondents active in the sector had completed 
a transaction in the country in the past five 
years, and for a quarter of those their most 
recent deal was in Poland. The Czech Republic 
ranked second, with 35% of respondents 
having been active in the country in the past 
five years and 25% having completed their 
most recent deal there. The insurance segment 
has been particularly lively, with big deals 
including the €155m takeover of insurer Aegon 
Pojistovna by Netherlands-based NN Group. 
Almost a third (30%) of respondents in the 
sector say that the Czech Republic was top of 
their list for new acquisitions.

SLOVENIA RISES
The €245m acquisition of Slovenia’s third-
largest insurer Adriatica Slovenia by Generali 
CEE Holding, part of Italy’s Generali Group, 
ranked in the top 20 deals overall. Slovenia 
has seen a wave of activity in the financial 
sector in recent years, as the government has 
sold off stakes in a range of banks following 
the country’s 2013 banking crisis, while 
insurance and fund management companies 
have undergone consolidation. Despite 
occasional political hurdles, the bank sell-off 
process has continued to move forward.

“The successful IPO of NLB, the country’s 
second-largest bank, shows sufficient interest 
of investors and allows the bank to focus 
on its core business again,” says Markus 
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What are the factors that will most impact your choice of country for your next deal in this sector?

Most importantAll that apply

Availability of local financing

Availability of
government subsidies

Stable political environment

Level of infrastructure

Availability of distressed
assets for sale

Investment-favourable
regulation

Skill and cost of
local labour force

Stable regulatory/
legal framework

Level of economic growth/
GDP per capita

Favourable taxation laws

14%

14%

14%

14%

7%

7%

36%

43%

57%

57%

7%

30%

14%

7%

64%

64%

79%

36%
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Bruckmueller, partner at Wolf Theiss Slovenia. 
“And that was also a good sign for the 
upcoming privatisation of the next bank in 
line, Abanka.”

Elsewhere in South-Eastern Europe, one  
of the major drivers of M&A activity in the 
banking sector is the withdrawal of Greek 
banks from their foreign subsidiaries in the 
wake of the country’s financial crisis. In June 
2018, the Albanian central bank cleared the 
acquisition of the National Bank of Greece’s 
subsidiary in Albania by Belgium’s KBC. NBG 
has also relaunched the sale of its Romanian 
business, after an acquisition by Hungary’s 
OTP fell through, while Emporiki bank and 
Pireaus Bank have also been selling their  
SEE subsidiaries.

AUSTRIAN OPPORTUNITIES
Half of all business and financial services-focused 
respondents are eyeing acquisitions in Austria 
in 2019, and a quarter consider the country the 
leading jurisdiction for their next deal. Nearly a 
third see the country as the best gateway to the 
region, though 45% chose the Czech Republic.

Austria is home to a range of region-wide 
financial and business services companies, 
including banks such as Erste Group and 
Raiffeissen and insurers Vienna Insurance 
Group and Uniqua.

“Austrian financial institutions have built up 
a large regional network and the value of 
the network materialises in Austria at the 
headquarters level,” says Horst Ebhardt.
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The country’s wealth is likely to be one factor: 
64% of respondents say that GDP per capita 
and economic growth would influence their 
choice of location for their next acquisition. 
Some 64% cited a stable regulatory and legal 
framework, which was the leading single factor 
influencing decision-making, cited by 30%. 
But favourable taxation remained the single 
biggest factor, cited by 79% of respondents.

EYES ON THE FUTURE
The most important drivers for future 
acquisitions in the business and financial 
services sector will be the target’s customer 
base, cited by 86% of respondents, followed by 
the target’s IP/technology (58%). Technology 
in the financial services arena is essential in 
reaching new customers and building revenue 
from existing ones, as well as managing risk.

Non-domestic players have faced political 
challenges in some CEE countries in recent 
years as governments have looked to raise 
the proportion of assets in local hands, but this 
process has slowed. Rising costs of technology 
and regulatory pressure are likely to see 
continued consolidation in coming years, 
with the bigger players able to use economies 
of scale and rising interest rates to their 
advantage, while smaller banks struggle.

Which country do you consider to be the best gateway 
for expansion in the CEE/SEE region?

Romania

Poland

Austria

Czech Republic 45%

30%

15%

10%

What are/will be the main drivers for your next M&A 
deal in this sector in the CEE/SEE region? 

Restructuring
potential

Attractive valuation

Target’s market
share/position

Target brand

Target IP/
technology

Target customer
base

7%

7%

21%

21%

58%

86%
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The consumer and leisure sector accounted 
for 8% of deals by value in 2018, with 
transactions totalling €1.7bn. The 80 deals 
represented 18% of the total, making this the 
third most active sector for the year. Activity 
has dropped considerably compared with 
recent years: in 2017, there were 107 deals 
worth a total of €3.051bn, and in 2016, 123 
deals worth €10.404bn.

32

CONSUMER AND LEISURE

0

20

40

60

80

100

120

140

D
ea

l v
ol

u
m

e

D
ea

l v
a

lu
e (€b

n
)

0

2

4

6

8

10

12

2018201720162015201420132012

 Deal volume     Deal value (€bn)

CONSUMER AND LEISURE M&A, 2012-2018



33

C
O

N
SU

M
ER

 A
N

D
 

LE
IS

U
R

E



34

Activity has been supported by rising incomes in 
most countries (double digit growth in Hungary, 
for example); a favourable interest rate 
environment; and relatively low inflation. The 
region’s tourism sector is lively: countries such 
as Croatia and Austria are now well-established 
destinations, while the industry is seen as 
particularly promising for economies including 
Bosnia and Romania.

However, in 2018 inflation started to climb in some 
countries, while rates were raised in countries 
including the Czech Republic and Romania. 

CHINA LOOKS EAST 
The only top-10 deal in the sector was the 
acquisition of a 95.42% stake in Slovenian white 
goods manufacturer Gorenje by China’s Hisense 
Electric Co. for €262m. Gorenje, listed in Slovenia 
and Poland, has become a Slovenian success 
story, exporting across Europe and beyond, 
but shareholders were starting to become 
concerned with lower profitability. Hisense 
was one of several Chinese potential suitors 
for the company. Chinese companies have 
increasingly seen CEE as an ideal entry point to 
the European market, given moderate costs and 
lower barriers to entry. "The Gorenje/Hisense 
transaction should be a clear signal that further 
strategic moves will be made by the Chinese in 
our markets in the years to come," notes Laura 
Struc, partner at Wolf Theiss Slovenia.

Also moving the dial was Croatia’s Adris Grupa, 
with its €228m acquisition of hotel group HUP 
Zagreb, which owns hotels in the Croatian 
capital and Dubrovnik, a tourist honeypot on 
the Adriatic coast. Croatia expects a record year 
for tourism in 2018, following 17.4m arrivals in 
2017, and the country has had some success in 
boosting winter tourism in what has traditionally 
been a heavily seasonal market.

REGIONAL PLAYERS
Half of all consumer and leisure investors 
have completed a deal in Poland in the past 
five years, and 45% made their most recent 
transaction in the country, the largest market 
in the region. A population of 38 million and 
robust growth mean that 48% of respondents 
are looking for new opportunities in the sector in 
Poland, with 26% seeing it as the most important 
market for their next deal. 

Please specify in which of the following countries you 
have completed an M&A deal in the last five years and 
in which country you completed your most recent deal 

Ukraine

Hungary

Croatia

Romania

Austria

Czech Republic

Poland

50%

45%

30%

20%

20%

15%

15%

5%

5%

5%

5%

5%

5%

5%

Most recentCompleted in last five years

In which country/ies are you currently looking for new 
opportunities? 

Ukraine

Slovenia

Croatia

Slovakia

Hungary

Bulgaria

Romania

Poland

Czech Republic

Austria
48%

26%

26%

48%

48%

23%

22%

13%

17%

9%

9%

4%

4%

4%

4%

4%

4%

Most importantAll that apply
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What are the factors that will most impact your choice of country for your next deal in this sector?

Most importantAll that apply

Availability of local financing

Skill and cost of
local labour force

Level of infrastructure

Favourable taxation laws

Stable political environment

Availability of distressed
assets for sale

Stable regulatory/
legal framework

Level of economic growth/
GDP per capita

Investment-favourable
regulation

83%

78%

65%

43%

40%

22%

18%

39%

39%

35%

26%

17%

4%

4%

4%

4%

4%

This is despite concerns about the government’s 
regulation of the retail sector, including a 
partial ban on Sunday trading and potential 
increases in taxes on shopping centres and 
restrictions on alcohol sales. The suspension 
of a planned retail tax following an EU ruling 
has eased pressure, though the move may 
be temporary. Competition in the Polish retail 
sector is already fierce. Nonetheless, scope for 
the growth of modern retail is considerable. 
Poland has one of the highest densities of shops 
per head in the EU, indicating a relatively low 
level of consolidation.

The Czech Republic and Austria are also 
firmly on the radar of nearly half of all sector 
investors: 23% say that they consider the former 
the most important market for the next deal, 
with 26% citing the latter. The relative affluence 
of the markets is an advantage for consumer 
companies, while both countries are popular 

tourist destinations. Some 40% of respondents 
say that the Czech Republic would be the best 
gateway for regional expansion in the sector, 
with 35% seeing Austria as preferable. 

GROWTH IS KEY 
The level of economic growth and GDP per 
capita were cited as the most important factor 
behind respondents’ choice of country for their 
next deal, with 78% overall saying that it would 
have an impact on their decision – 40% say it 
was the most important factor. And while 83% 
say that investment-favourable regulation 
would be a factor, only 4% selected it as the 
most important aspect. This tallies with ongoing 
investment in jurisdictions that have tightened 
regulation of retailing. However, nearly two-
thirds of respondents say that they would take 
a stable legal and regulatory framework into 
consideration, with 22% saying that it would be 
the most important factor. 
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Region-wide, opportunities for the consumer 
and leisure sector come from sustained income 
growth and increasing demand among 
consumers for a modern retail experience. 
Beyond Poland, countries including Serbia 
have considerable potential for mall and 
hypermarket development. Investors in the 
Adriatic region are also watching Sberbank’s 
expected sale of its stake in Croatian retail and 
agriculture company Agrokor. The company 
was saved from bankruptcy by the Croatian 
government in 2017, and owns supermarkets 
across the region, including in Serbia, Bosnia, 
and Slovenia, where it took over retailer 
Mercator in 2014.

Which country do you consider to be the best gateway 
for expansion in the CEE/SEE region?

Romania

Poland

Austria

Czech Republic 40%

35%

15%

10%

What are/will be the main drivers for your next M&A 
deal in this sector in the CEE/SEE region? 

Target’s domestic
distribution channels

Target IP/
technology

Target’s market
share/position

Target’s regional
distribution channels

Target brand

Target customer
base

4%

13%

31%

39%

43%

70%
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The energy, mining, and utilities sector 
generated total deal value of €1.26bn in 2018, 
accounting for 6% of the regional total, with 
29 deals representing 7% of overall volume. 
This represented a drop from 24 deals worth 
€1.806m in 2017. 
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ENERGY, MINING 
AND UTILITIES

ENERGY, MINING AND UTILITIES M&A, 2012-2018
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POLAND’S ENERGY BOOST
The year’s biggest deal in the sector was the 
acquisition of a 50.2% stake in utility company 
Polenergia by Dominika Kulczyk, one of 
Poland’s richest individuals. Polenergia is an 
electricity producer, generating power from 
conventional and renewable resources, with 
eight operating onshore wind parks in Poland 
and 185MW of projects under development. 
The company is also involved in electricity 
distribution and trading, energy storage and 
photovoltaics. Kulczyk then launched a bid 
for the remaining stake in Polenergia, valuing 
it at €209m, and has ambitions to make the 
company a major player in energy in Poland 
and abroad.

In total, Poland saw deals worth nearly €2bn 
in the energy, mining and utilities sector in 
2018. Another top-20 transaction saw the Polish 
Development Fund (PFR) group, through its PFR 
Ventures, invest €209m in a 910-megawatt unit 
at the Jaworzno thermal power plant operated 
by Tauron Polska Energia, in which the state 
has a substantial stake. The deal is a concrete 
example of the Polish government’s continuing 
commitment to coal and coal power, despite 
opposition from the EU and domestic critics. Yet, 
as the Polenergia transaction shows, legislation 
is also favourable to renewable energy 
development. After a two-year period in which 
the government cooled on renewables, there 
is new momentum behind the segment, with 
parliament easing restrictions on investment. 
Half of our respondents now see Poland as the 
best gateway to the CEE energy sector. 

Overall, 15% of energy, mining and utilities 
respondents completed their most recent 
transaction in Poland, with more than a third 
having invested in the country over the past 
five years. A quarter of respondents have 
invested in Romania over the past half-
decade, the same proportion as in the Czech 
Republic, where 15% reported they had 
completed their most recent deal.

In the Czech Republic, energy was once a 
major driver of M&A, but activity has slowed 
as investors have turned their attention to 
other sectors, according to Jitka Logesova, 
partner at Wolf Theiss Czech Republic. 
Only 6% of respondents see it as the most 
important country for their next energy, 

Please specify in which of the following countries you 
have completed an M&A deal in the last five years and 
in which country you completed your most recent deal 

Ukraine

Albania

Bosnia and
Herzegovina

Serbia

Bulgaria

Slovakia

Austria

Hungary

Croatia

Romania

Czech Republic

Poland
35%

15%

15%

15%

15%

15%

15%

10%

10%

10%

10%

10%

5%

5%

5%

5%

5%

5%

5%

20%

20%

25%

25%

Most recentCompleted in last five years

In which country/ies are you currently looking for new 
opportunities? 

Bulgaria

Ukraine

Slovakia

Hungary

Croatia

Bosnia and
Herzegovina

Czech Republic

Albania

Serbia

Romania

Austria

Poland
38%

19%

13%

13%

13%

13%

13%

13%

13%

13%

6%

6%

6%

6%

6%

6%

6%

6%

6%

6%

6%

6%

6%

Most importantAll that apply
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What are the factors that will most impact your choice of country for your next deal in this sector?

Most importantAll that apply

Stable political environment

Favourable taxation laws

Level of economic growth/
GDP per capita

Skill and cost of
local labour force

Availability of
government subsidies

Stable regulatory/
legal framework

Investment-favourable
regulation

Level of infrastructure

Availability of distressed
assets for sale

69%

69%

44%

13%

13%

6%

6%

18%

19%

19%

25%

25%

50%

50%

38%

mining and utilities investment, and 13% 
overall are considering it.

By contrast, Poland is set to remain popular, with 
38% of respondents looking for a deal there, and 
19% considering it the most important jurisdiction 
for the coming period. Romania, Serbia, and 
Austria also rank fairly highly: in each case, 
13% of respondents see the countries as the most 
important location for future energy, mining and 
utilities deals.

ROMANIA’S POTENTIAL
Romania’s size, growth rates and diversified 
energy sector are all draws for investors. The 
country operates one of the few nuclear power 
plants in South-Eastern Europe at Cernavoda 
but also generates more than 40% of its 
electricity from renewable sources, including 
hydro and wind. 

Romania produces enough natural gas to cover 
most of its domestic demand and crude oil to 
meet 40% of its needs. This could be further 
boosted by the development of offshore fields 
operated by ExxonMobil and OMV, though 
there are concerns about a new “offshore 
law” that raises fiscal burdens on producers, 
potentially deterring future exploration.

To the south, after a turbulent period in which 
renewables legislation was retroactively 
changed and government energy companies 
came under severe pressure, the government 
has restored stability. Opportunities come from 
electricity liberalisation, secondary transactions 
for renewables assets and the development 
of a regional gas hub. Exploration of offshore 
hydrocarbons is ongoing, and in August 2018, 
Australia’s Woodside agreed to buy a stake in 
an offshore exploration block from Shell.
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BACKING THE BALKANS
There is also scope for growth in the Western 
Balkans. Serbia is understood to have 
substantial mineral resources. Rio Tinto has a 
promising lithium-borate project in the country, 
while, in 2018, the government picked China’s 
ZiJin Mining Group as a strategic partner 
for the troubled but resource-rich mining 
company RTB Bor. 

Wind power development is in its fairly early 
stages in Serbia, but the European Investment 
Bank has agreed to fund its first large-scale 
wind farms. In Bosnia, construction permit 
issues have held back development of a 
promising energy sector, but hydroelectric 
power has attracted investment.

In the coming years, respondents will be on 
the lookout for distressed assets for sale, with 
44% saying that this will be the most important 
factor behind the choice of country for their 
next deal, and 69% saying that it will have an 
impact on their decision. The availability of 
infrastructure was also cited as a factor by 69% 
of respondents. Potential buyers are seeking 
targets with attractive physical assets (cited by 
94%) and attractive valuations (50%).

Which country do you consider to be the best gateway 
for expansion in the CEE/SEE region?

Romania

Czech Republic

Austria

Poland 50%

35%

10%

5%

What are/will be the main drivers for your next M&A 
deal in this sector in the CEE/SEE region? 

Target’s regional
distribution channels

Target’s domestic
distribution channels

Target’s market
share/position

Restructuring
potential

Attractive valuation

Target’s
physical assets

94%

50%

25%

19%

6%

6%
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Long one of the strongest sectors in CEE, the 
industrials and chemicals sector saw the 
strongest activity by volume in 2018. There 
were 94 deals worth a total of €6.119bn, 
accounting for 29% of value and 21% of 
volume. This represented a raise from 125 
deals totalling €3.147bn in 2017.

44

INDUSTRIALS AND 
CHEMICALS

INDUSTRIALS AND CHEMICALS M&A, 2012-2018
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AUSTRIA HEADS INDUSTRIALS
Austria tops the table, with several major 
transactions completed or agreed in 2018. 
Half of all sector respondents have completed 
a transaction in the country over the past 
five years, and 45% made their last deal in 
Austria. More than three-fifths of respondents 
are looking for new opportunities in Austria, 
with 31% saying that it is the most important 
jurisdiction. As a result, 60% see it as the best 
gateway for expansion in CEE, ahead of Poland 
and the Czech Republic (both 15%).

In June 2018, US PE fund Advent International 
agreed to acquire Austria’s Jenbacher, a 
manufacturer of gas engines, as part of a 
€3.25bn deal to purchase GE’s industrial gas 
engine business. 

The single biggest completed deal was the 
€1.1bn acquisition of ZKW Group, an Austrian 
manufacturer of lights and electronics for the 
automotive industry, by Korea’s LG Electronics 
(taking 70%) and its parent company LG Corp 
(with 30%). The deal is LG’s largest acquisition to 
date, and indicative of the strength of Austria’s 
technically advanced manufacturing companies.

“ZKW had been on the radar of Chinese and 
Far Eastern bidders for the last two or three 
years,” says Horst Ebhardt, partner at Wolf 
Theiss Austria and head of the firm’s corporate/
M&A team. “It is an example of a medium-sized 
Austrian company that is highly specialised 
in the automotive sector and benefits from 
attractive manufacturing locations in Poland 
and Slovakia.”

The sale is also indicative of how succession 
is moving in some of Austria’s family–owned 
businesses, with the company’s elderly owner 
selling to a major global corporate. 

Another top-10 deal in the industrials sector 
saw Mayr Melnhof Karton, an Austrian paper 
and packaging producer, acquire Tannpapier, 
the world’s leading producer of tipping 
paper for the cigarette industry, for €350m. 
Tannpapier, also an Austrian company, 
was owned by Eurasia Invest Holding and 
generates sales of around €230m a year.

In November 2018, the Japanese press 
reported that Osaka-based Daikin Industries 

Please specify in which of the following countries you 
have completed an M&A deal in the last five years and 
in which country you completed your most recent deal 

Romania

Croatia

Bulgaria

Slovenia

Hungary

Poland

Czech Republic

Austria
50%

45%

35%

20%

20%

20%

15%

5%

5%

5%

5%

5%

5%

10%

10%

Most recentCompleted in last five years

In which country/ies are you currently looking for new 
opportunities? 

Slovenia

Serbia

Croatia

Slovakia

Romania

Hungary

Bulgaria

Czech Republic

Poland

Austria
62%

46%

31%

7%

38%

23%

23%

23%

23%

15%

4%

4%

4%

4%

4%

4%

4%

4%

12%

8%

Most importantAll that apply
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What are the factors that will most impact your choice of country for your next deal in this sector?

Most importantAll that apply

Availability of local financing

Availability of
government subsidies

Availability of
distressed assets for sale

Favourable taxation laws

Skill and cost of
local labour force

Investment-favourable
regulation

Stable political environment

Stable regulatory/
legal framework

Level of infrastructure

Level of economic growth/
GDP per capita

81%

65%

62%

35%

15%

8%

11%

11%

4%

4%

8%

4%

58%

54%

46%

42%

38%

23%

12%

would acquire Austrian refrigerator and deep 
freezer maker AHT Cooling Systems for around 
$885m, from a UK investment fund. Another 
example of an Austrian company with a 
world-leading position in a niche market, AHT 
produces display refrigerators for supermarkets, 
particularly in Europe.

POLE POSITION
Nearly half of all respondents investing in the 
sector are considering new opportunities in 
Poland, though only 7% consider it the most 
important country for them in the future. The 
country’s relatively low costs, integration into 
European supply chains (particularly supplying 
Germany), and large workforce and domestic 
market are all competitive advantages. Some 
38% of respondents are looking into acquisitions 
in the Czech Republic, which has long been one 
of the leading industrial centres of the region.

The eighth-biggest deal overall was the €300m 
acquisition of Polish vehicle manufacturer Solaris 
Bus & Coach by Construcciones y Auxiliar de 
Ferrocarriles, a Spanish manufacturer of railway 
vehicles and equipment.

MOBILITY MOVES
The automotive industry has flourished in CEE 
over the past two decades. In some cases, this 
has been through acquisition by international 
companies of existing factories, and in others 
by greenfield investments. Renault’s Romanian 
subsidiary Dacia is one of the country’s great 
success stories, and has developed a local supply 
cluster of component manufacturers, while FDI 
by German automakers has been a key driver of 
Hungary’s economic growth. Bulgaria has nearly 
150 component suppliers, one of the country’s 
fastest-growing industries, building everything 
from engine parts to automotive software.
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These companies are now faced with the 
challenge of adapting to changing technology, 
particularly electric and autonomous vehicles: 
Korea’s LG Chem is developing Europe’s largest 
electric car battery factory in Poland.

“The automotive sector is still very, very 
vibrant,” says Joanna Wajdzik, associate at 
Wolf Theiss Poland. “A lot of Polish automotive 
suppliers are getting into electric batteries and 
electric car components.”

Economic growth and GDP per capita are the 
most important factor for respondents in the 
industrials and chemicals sector – cited by 
35% as the single most important issue, and 
81% as a factor that they take into account. 
However, an economic slowdown in the region 
may have a cooling effect on investment in 
manufacturing, particularly if it is linked to 
lower growth in the eurozone. The level of 
infrastructure is also an important factor (cited 
by 65% overall). EU-funded upgrades to roads 
and railways have proved a boon for many 
countries in the region, but countries like 
Romania and Bosnia still lag behind. 

Respondents say that the main driver behind 
how they choose their next target will be 
regional distribution channels (58%), followed 
by its market share (42%). 

Which country do you consider to be the best gateway 
for expansion in the CEE/SEE region?

Bulgaria

Poland

Czech Republic

Austria 60%

15%

15%

10%

What are/will be the main drivers for your next M&A 
deal in this sector in the CEE/SEE region? 

Target’s domestic
distribution channels

Target brand

Attractive valuation

Restructuring
potential

Target IP/
technology

Target customer
base

Target’s market
share/position

Target’s regional
distribution channels 58%

42%

27%

27%

15%

12%

12%

7%
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Successful local pharmaceutical companies 
building on decades of experience, growing 
demand from aging and increasingly affluent 
populations, and access to the highly-
regulated EU market create a strong operating 
environment for CEE’s pharma, medical, and 
biotech (PMB) industry. 

The sector ranked fourth in total deal value, 
with €2.209bn in transactions representing 
17% of the total. The 24 deals accounted for 6% 
of volume. While volume was on a par with 
the previous year, PMB was one of the few 
sectors to see an increase in value in 2018, up 
from €1.077bn in 2017.

50

PHARMA, MEDICAL 
AND BIOTECH 

PHARMA, MEDICAL AND BIOTECH M&A, 2012-2018

 Deal volume      Deal value (€bn) 
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BIG DEALS
Value was substantially boosted by the 
year’s second-biggest acquisition, the €1.9bn 
takeover of Zentiva, the Czech-based European 
generics arm of Sanofi, by US PE fund Advent 
International Corporation. Advent has 
considerable experience in both the pharma 
sector and in carve-outs, and aims to build 
Zentiva into “a new, independent, European 
generics leader,” including through investments 
in manufacturing capacity.

Another top-20 deal saw Austria’s Boehringer 
Ingelheim acquire ViraTherapeutics, a 
biopharmaceutical company specialising in 
the development of oncolytic viral therapies, 
for €210m.

REGIONAL PMB HUBS
Poland's PMB sector has been a major target of 
dealmaking activity over the past five years, 
with half of respondents investing in the sector 
having completed a deal in the country and 
a quarter having made their last transaction 
there. Some 30% of respondents had invested 
in Austria in the past half-decade, and 25% in 
both Romania and the Czech Republic. 

Going forward, half of respondents are seeking 
opportunities in Poland, 44% in the Czech 
Republic and 38% in both Romania and 
Austria. Austria and Poland are seen as the 
most important markets for the coming years, 
both cited by nearly a third of respondents. 
More than half see Austria as the best gateway 
to regional expansion in PMB, while a quarter 
choose Poland. 

While regional markets are significant, some 
investors in the region’s PMB are looking for 
global market share, leveraging the low cost, 
highly skilled environment that CEE offers.

“Growing globally is our primary expansion 
strategy,” say the finance director of an Indian 
pharmaceutical company which invested 
in Poland. “We are particularly interested 
in nano-biotechnology and blood serum, 
which are very promising technologies. The 
target is able to design simple and affordable 
protocols through which we could get to a 
wider population and benefit from cell therapy 
without the added cost and complexity. These 
sensitive technologies will highlight us and we 

Please specify in which of the following countries you 
have completed an M&A deal in the last five years and 
in which country you completed your most recent deal 

Bulgaria

Albania

Serbia

Hungary

Czech Republic

Romania

Austria

Poland
45%

25%

25%

25%

15%

15%

10%

10%

5%

5%

5%

10%

10%

30%

30%

Most recentCompleted in last five years

In which country/ies are you currently looking for new 
opportunities? 

Slovakia

Croatia

Bulgaria

Hungary

Romania

Austria

Czech Republic

Poland
50%

31%

20%

38%

38%

31%

6%

6%

6%

6%

6%

13%

19%

44%

Most importantAll that apply
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What are the factors that will most impact your choice of country for your next deal in this sector?

Most importantAll that apply

Availability of
government subsidies

Stable political environment

Investment-favourable
regulation

Stable regulatory/
legal framework

Availability of
distressed assets for sale

Availability of local financing

Favourable taxation laws

Level of economic growth/
GDP per capita

Skill and cost
of local labour force

Level of infrastructure
88%

81%

75%

44%

44%

44%

44%

31%

31%

31%

25%

19%

6%

6%

25%
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will then be globally recognised for bringing 
new innovative technologies to the sector.”

Romania’s relatively large and aging 
population is also driving growing demand for 
pharmaceutical products. The pharmaceutical 
market grew by 17% in the first quarter of 
2018, year-on-year, and is worth nearly 
€3.2bn annually.

DEAL DRIVERS
Looking at their next acquisition, investors 
in this knowledge-intensive industry see the 
skill and cost of the local labour force as the 
single most important factor – cited by 44% 
of respondents – followed by the level of 
infrastructure (25%) and economic growth and 
GDP per capita (19%).

Intellectual property and technology will 
be the most important factors in choosing a 
specific target, cited by nearly two-thirds of 
respondents, followed by the target’s market 
share and position (56%). Brand is regarded 
as relatively unimportant, suggesting that 
innovative new companies will not necessarily 
suffer from a lack of visibility.

“Technology could transform our portfolio and 
add significant value to it,” say the partner of a 
German PE firm investing in the regional PMB 
sector. “Our portfolio needs a major shift in its 
skill and technology set in order to survive in 
both the short and long run. The technology 
will give new avenues for growth and help to 
deal with accelerating changes.”

Which country do you consider to be the best gateway 
for expansion in the CEE/SEE region?

Romania

Czech Republic

Poland

Austria 55%

25%

10%

10%

What are/will be the main drivers for your next M&A 
deal in this sector in the CEE/SEE region? 

Target’s domestic
distribution channels

Restructuring
potential

Target’s regional
distribution channels

Target brand

Attractive valuation

Target customer
base

Target’s market
share/position

Target IP/
technology 63%

56%

18%

18%

13%

13%

13%

6%
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With growing demand from individuals, 
companies, and institutional investors, the real 
estate sector has performed strongly in many 
CEE countries in 2018, and the outlook for 2019 
seems similarly bright.

It is therefore perhaps surprising that the sector 
saw a considerable drop in transaction activity 
in 2018, with 28 transactions worth a total 
of €2.20bn, compared to 44 and €6.17bn in 
2017. While there were real estate crunches 
in a number of countries following the 2008 
economic crisis, the risk of a repeat is fairly low.

56

REAL ESTATE AND 
CONSTRUCTION

REAL ESTATE AND CONSTRUCTION M&A, 2012-2018
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DEAL DRIVERS
Overall, real estate and construction accounted 
for 6% of deal value and 6% of deal volume 
in 2018. Sector drivers include urbanisation, 
the growth in modern retail space, and the 
demand for purpose-built office space for 
companies relocating to and expanding in 
the region. Furthermore, in a low interest-rate 
environment, where regional stock exchanges 
are illiquid and volatile, property is a favoured 
investment vehicle.

“It’s like an alternative way to invest for people 
who wish to minimise risk,” says Katarina 
Bielikova, counsel at Wolf Theiss Slovakia. 
“Yields have become too small when you buy 
bonds, but decent property will have yield of 
four to five percent in Slovakia. And this will be 
the case as long as interest rates stay as low as 
they currently are.”

The biggest deal in the sector was the €758m 
acquisition of a 26% stake in Austria’s CA 
Immobilien Anlagen (aka CA Immo) by 
US-based private investment outfit Starwood 
Capital Group, from Austrian real estate 
investor Immofinanz. Starwood became the 
anchor investor in CA Immo, which develops 
real estate in Central Europe, and is listed on 
the Vienna Stock Exchange.

The transaction gives Starwood a share in a 
growing regional real estate portfolio, in a 
move that reflects Austria’s role as a centre for 
CEE real estate investment, and the strength of 
the region’s property market.

“These are large listed companies and they 
invest all over the region in large-scale real 
estate,” says Horst Ebhardt. “So if somebody 
comes in and buys a share in the Austrian 
holding company on the stock exchange, 
like Starwood did, it reflects not only a strong 
Austria-based company but also growing 
regional economy.”

Please specify in which of the following countries you 
have completed an M&A deal in the last five years and 
in which country you completed your most recent deal 

Slovakia

Hungary

Bulgaria

Romania

Poland

Czech Republic

Austria
50%

40%

45%

35%

25%

25%

25%

20%

15%

10%

5%

Most recentCompleted in last five years

In which country/ies are you currently looking for new 
opportunities? 

Ukraine

Slovenia

Slovakia

Hungary

Croatia

Albania

Romania

Bulgaria

Poland

Czech Republic

Austria
53%

47%

32%

33%

27%

27%

27%

13%

13%

7%

7%

7%

7%

7%

7%

7%

Most importantAll that apply
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What are the factors that will most impact your choice of country for your next deal in this sector?

Most importantAll that apply

Skill and cost
of local labour force

Availability of
government subsidies

Availability of local financing

Favourable taxation laws

Level of economic growth/
GDP per capita

Stable political environment

Stable regulatory/
legal framework

Investment-favourable 
regulation

Availability of
distressed assets for sale

Level of infrastructure
93%

27%

7%

13%

13%

13%

7%

27%

27%

40%

73%

67%

40%

53%

53%

REGIONS FOR REAL ESTATE
Indeed, two-thirds of our respondents say that 
Austria is the best gateway to expansion in 
CEE real estate and construction. Half have 
completed a deal there in the past five years, 
with 45% active in the Czech Republic, 35% in 
Poland, and 25% in Romania, which has had 
one of the most dynamic real estate markets 
in the region in recent years, following a deep 
recession in 2009. "We are planning on real 
estate continuing to be a major economic 
activity throughout CEE in 2019," says Grzegorz 
Skowronski, counsel at Wolf Theiss Poland. 

Over half of respondents are looking for 
opportunities in Austria, with a third seeing it as 
the most important country in the region for a 
potential acquisition. The Czech Republic also 
features strongly, with 47% of respondents seeking 

targets and 27% prioritising the country as a 
location. A third of sector investors are looking at 
Poland and more than a quarter Bulgaria. 

Bulgaria’s 2000s real estate boom was followed by 
a post-2008 crash, after which there were several 
years of stagnation, with few signs of green 
shoots. However, with the economy growing 
at a steady clip and investors looking to build 
their presence in the country, the market has at 
last picked up, driven in particular by retail real 
estate, which has attracted investment from as far 
afield as South Africa.

“Office demand is mainly driven by BPO and IT 
sectors who are expanding, with new players 
coming to Bulgaria, but also other businesses 
which are able to afford much better premises 
for larger teams,” says Richard Clegg.  
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“We might see some transactions where office 
space is interesting for some private equity 
investors and shared service concerns.”

Real estate is also seeing lively activity in 
the Western Balkans; in Serbia it has been a 
key driver of M&A. Both Serbia and Bosnia 
have attracted investment from the Middle 
East, though complex construction permit 
procedures and complications over property 
restitution and ownership are constraints on 
development in Bosnia and Albania.

DISTRESSED DRIVERS
Distressed property sales will continue to be part 
of the market, with investors eyeing opportunities 
on the Albanian coast, as well as in Bulgaria, as 
banks divest NPL portfolios. Restructuring potential 
will be a main driver for future M&A for nearly 
half of all respondents, with attractive valuation a 
main factor for two-fifths. 

In selecting a country for their next transaction, 
40% of investors consider the availability of 
distressed assets to be the most important factor, 
and 73% say that it will influence their decision.

Which country do you consider to be the best gateway 
for expansion in the CEE/SEE region?

Poland

Czech Republic

Austria 65%

25%

10%

What are/will be the main drivers for your next M&A 
deal in this sector in the CEE/SEE region? 

Target IP/
technology

Target’s market
share/position

Attractive valuation

Restructuring
potential

Target’s
physical assets

80%

47%

40%

27%

6%
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TECH, MEDIA 
AND TELECOMS

 Deal volume      Deal value (€bn)

TECH, MEDIA, AND TELECOMS M&A, 2012-2018

An exceptionally dynamic tech start-up 
environment, buyouts of major regional telcos 
and media consolidation are all factors that see 
TMT continue to be a central driver of CEE M&A. 
The sector accounted for 18% overall value in 
2018, with transactions worth €3.772bn. TMT 
topped the value table largely thanks to the 
€2.8bn acquisition of Telenor’s CEE assets by 
Netherlands-based investment company PPF 

Group, controlled by Czech entrepreneur Petr 
Kellner, one of the biggest deals of the year in CEE. 

Overall value was down slightly from 2017, 
when transactions totalled €3.78bn, but 
volumes dropped from 73 to 71. Nonetheless, 
the sector sees lively activity in smaller-scale 
transactions that do not meet Mergermarket’s 
$5m threshold.
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START-UP CENTRAL
Tech start-ups have thrived thanks to the 
region’s historically excellent technical 
education, which has made CEE a magnet 
for business process outsourcing (BPO) and 
knowledge process outsourcing (KPO) for many 
years. The growing availability of EU-backed 
funds over the past decade has helped spark 
a start-up boom. Where once education and 
the private sector operated in silos, the Czech 
Technical University in Prague now has its 
own start-up incubator, while Slovakia has a 
university dedicated to digital education. 

Meanwhile, BPO and KPO in the region is 
moving up the value chain: for example, JP 
Morgan is opening an operations centre in 
Poland employing 5,000 people. This dovetails 
with Poland’s development of one of Europe’s 
leading fintech sectors, supported by demand 
from banks that have been early adopters of 
new banking technology since the 1990s. 

HEAD IN THE CLOUD
Respondents to our survey expect cloud 
technology to be the most appealing sub-sector 
for acquisitions in CEE in 2019, with two-fifths of 
those surveyed citing the segment. Managed 
services – for example, outsourced IT services 
including shared services – are also expected 
to attract investment, as are companies 
specialising in advertising technology.

The Czech Republic is seen as the leading 
country for new targets: 52% of respondents 
are looking for acquisitions there, with 33% 
considering it the leading jurisdiction for 
their next deal. Nearly half of respondents 
are looking for targets in Austria, with 23% 
prioritising the country.

“Investors are attracted to the Czech Republic 
on an industry basis, and you’ll see more and 
more activity in the TMT sector,” says Katerina 
Kulhankova, associate at Wolf Theiss Czech 
Republic. “We hope to see a great increase in 
foreign investment in the upcoming years. We 
have been seeing a lot of people from the US 
starting their blockchain activities in the Czech 
Republic. I believe that we are the right market 
for this kind of thing.”

Perhaps surprisingly given their relative market 
size, almost as many investors are looking 
to Bulgaria (29%) as Poland (32%), but this is 

Please specify in which of the following countries you 
have completed an M&A deal in the last five years and 
in which country you completed your most recent deal 

Hungary

Ukraine

Serbia

Slovenia

Bulgaria

Slovakia

Austria

Romania

Czech Republic

Poland
40%

25%

30%

30%

20%

20%

15%

15%

10%

10%

10%

10%

10%

10%

5%

5%

5%

5%

Most recentCompleted in last five years

In which country/ies are you currently looking for new 
opportunities? 

Ukraine

Serbia

Slovakia

Croatia

Slovenia

Hungary

Romania

Bulgaria

Poland

Austria

Czech Republic
52%

33%

23%

6%

29%

13%

10%

10%

3%

3%

3%

3%

3%

6%

6%

6%

6%

16%

32%

48%

Most importantAll that apply
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What are the factors that will most impact your choice of country for your next deal in this sector?

Most importantAll that apply

Availability of
government subsidies

Availability of local financing

Favourable taxation laws

Stable political environment

Availability of distressed
assets for sale

Level of infrastructure

Level of economic growth/
GDP per capita

Investment-favourable
regulation

Stable regulatory/
legal framework

Skill and cost
of local labour force

74%

65%

48%

48%

42%

39%

32%

19%

10%

14%

16%

16%

19%

32%

10%

6%

3%

3%

also testament to the strength of the Bulgarian 
outsourcing and start-up sectors, backed by 
successful venture capital funds such as Neveq.

Bulgaria also competes strongly on price, and 
the skill and cost of the local labour force is the 
most important factor determining the choice 
of country for respondents’ next deal, cited by 
nearly three-quarters. 

In Bosnia, which has lagged behind much of the 
rest of the region in economic development, IT is 
the fastest-growing sector, according to Nikolaus 
Paul, partner at Wolf Theiss Austria and Bosnia/
Herzegovina, with software developers focused 
on the US market blossoming. He notes, "This 
sector is clearly going to be a big part of the 
future of Bosnia and Herzegovina."

Naturally, target IP and technology is the main 
driver for choice of target – cited by 87% of 
respondents – but market share/position is also 
significant (45%).

Austria is seen as the leading gateway to TMT 
expansion in CEE by two-thirds of respondents, 
though a quarter chose Poland. The Polish 
government has a strong focus on developing 
technology businesses, and leveraging the large 
domestic market, with the aim of becoming the 
regional leader.

TELCOS CONVERGE
Consolidation between telecoms and media 
companies is set to be a continued trend in the 
region, as big telecoms players look to become 
full-service media providers, a process in 



66

which T-Mobile has taken the lead in Austria, 
including through its 2017 acquisition of the 
Austrian business of Liberty Global in 2017.

“There is probably, down the line, going to be 
acquisition of big media, especially the digital 
platforms and paid TV platforms, by one or two 
of the major telecom players,” says Ron Given, 
partner at Wolf Theiss Poland. This process may 
help broaden the revenues and margins of 
telecoms companies which have been under 
pressure to keep prices low due to competition 
and regulatory control, eroding average 
revenue per user.

The media segment saw one of the biggest 
deals in the Balkan region in 2018. PE fund 
BC Partners bought a majority stake in 
Netherlands-based United Group from KKR, 
another PE player, which will retain a minority 
stake. United Group is Serbia’s largest cable 
company and is also active in Slovenia, Bosnia, 
and Montenegro, and provides a range of TV 
and telecoms services across the region.

Serbia’s incumbent telco, Telekom Srbija, 
remains in state hands despite previous 
attempts to privatise it, as does Slovenian 
counterpart Telekom Slovenije. According 
to market commentators, a new sale launch 
is expected for 2019. But in Bosnia telcos HT 
Eronet and BH Telekom have been put through 
due diligence procedures in preparation for 
privatisation, and once a new government is in 
place following the 2018 election, the process 
may roll forward. 

Which country do you consider to be the best gateway 
for expansion in the CEE/SEE region?

Czech Republic

Poland

Austria 65%

25%

10%

What are/will be the main drivers for your next M&A 
deal in this sector in the CEE/SEE region? 

Restructuring
potential

Target brand

Target customer
base

Attractive valuation

Target’s market
share/position

Target IP/
technology 87%

45%

32%

20%

13%

3%
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Wolf Theiss is one of the leading European law firms in Central, Eastern and South-Eastern 
Europe with a focus on international business law. With 340 lawyers in 13 offices located 
in Albania, Austria, Bosnia and Herzegovina, Bulgaria, Croatia, Czech Republic, Hungary, 
Poland, Romania, Serbia, Slovak Republic, Slovenia and Ukraine, Wolf Theiss represents 
local and international industrial, trade and service companies, as well as banks and 
insurance companies. Combining law and business, Wolf Theiss develops comprehensive 
and constructive solutions on the basis of legal, fiscal and business know-how.

www.wolftheiss.com

ABOUT WOLF THEISS
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Albania Sokol Nako 
Kristaq Profkola

sokol.nako@wolftheiss.com 
kristaq.profkola@wolftheiss.com

Eurocol Center, 4th Floor  
Murat Toptani Street 
1001 Tirana
Tel: +355 4 2274 521

Austria Markus Bruckmüller 
Horst Ebhardt 
Andrea Gritsch 
Christian Hoenig 
Hartwig Kienast 
Christian Mikosch 
Dieter Spranz 
Richard Wolf

markus.bruckmueller@wolftheiss.com 
horst.ebhardt@wolftheiss.com 
andrea.gritsch@wolftheiss.com  
christian.hoenig@wolftheiss.com 
hartwig.kienast@wolftheiss.com 
christian.mikosch@wolftheiss.com 
dieter.spranz@wolftheiss.com 
richard.wolf@wolftheiss.com

Schubertring 6 
1010 Wien
Tel: +43 1 515 10

Bosnia and
Herzegovina

Naida Custovic 
Lana Sarajlic 
Nikolaus Paul

naida.custovic@wolftheiss.com 
lana.sarajlic@wolftheiss.com 
nikolaus.paul@wolftheiss.com

Zmaja od Bosne 7 
71 000 Sarajevo
Tel: +387 33 953 444

Bulgaria Richard Clegg 
Katerina Kraeva 
Anna Rizova

richard.clegg@wolftheiss.com 
katerina.kraeva@wolftheiss.com 
anna.rizova@wolftheiss.com

Rainbow Center 
29 Atanas Dukov Street 
1407 Sofia
Tel: +359 2 8613 700

Croatia Luka Tadic-Colic 
Sasa Jovicic

luka.tadic-colic@wolftheiss.com  
sasa.jovicic@wolftheiss.com

Eurotower, 19th Floor 
Ivana Lucica 2a 
10 000 Zagreb
Tel: +385 1 4925 400

Czech Republic Jitka Logesova jitka.logesova@wolftheiss.com Pobrežní 12 
186 00 Prague 8
Tel: +420 234 765 111

Hungary Zoltán Faludi  
János Tóth

zoltan.faludi@wolftheiss.com 
janos.toth@wolftheiss.com

Kálvin tér 12-13 
Kálvin Center, 4th Floor 
1085 Budapest
Tel: +36 1 4848 800

Poland Jacek Michalski 
Dariusz Harbaty

jacek.michalski@wolftheiss.com 
dariusz.harbaty@wolftheiss.com

ul. Mokotowska 49 
00-542 Warszawa
Tel: +48 22 378 8900

Romania Ileana Glodeanu 
Bryan Jardine

ileana.glodeanu@wolftheiss.com 
bryan.jardine@wolftheiss.com

4 Vasile Alecsandri Street 
The Landmark, 
Building A, 4th Floor 
010639 Bucharest
Tel: +40 21 308 81 00

Serbia Nataša Lalovic-Maric 
Miroslav Stojanovic

natasa.lalovic@wolftheiss.com 
miroslav.stojanovic@wolftheiss.com

PC Ušce 
Bulevar Mihajla Pupina 6 
11070 Belgrade
Tel: +381 11 3302 900

Slovak Republic Katarina Bielikova 
Erik Steger

katarina.bielikova@wolftheiss.com 
erik.steger@wolftheiss.com

Aupark Tower 
Einsteinova 24 
851 01 Bratislava
Tel: +421 2 591 012 40

Slovenia Klara Miletic 
Laura T. Struc

klara.miletic@wolftheiss.com 
laura.struc@wolftheiss.com

Bleiweisova cesta 30 
1000 Ljubljana
Tel: +386 1 438 00 00 

Ukraine Taras Dumych taras.dumych@wolftheiss.com 9a Khoryva Str.  
04071 Kyiv
Tel: +38 044 3 777 500

CONTACTS
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ABOUT MERGERMARKET

Disclaimer
This publication contains general information and is not intended to be comprehensive nor to provide 
financial, investment, legal, tax or other professional advice or services. This publication is not a substitute 
for such professional advice or services, and it should not be acted on or relied upon or used as a basis for 
any investment or other decision or action that may affect you or your business. Before taking any such 
decision, you should consult a suitably qualified professional adviser. While reasonable effort has been 
made to ensure the accuracy of the information contained in this publication, this cannot be guaranteed 
and none of Mergermarket, Wolf Theiss nor any of their subsidiaries or any affiliates thereof or other related 
entity shall have any liability to any person or entity which relies on the information contained in this 
publication, including incidental or consequential damages arising from errors or omissions. Any such 
reliance is solely at the user's risk.

www.acuris.com

1501 Broadway, 8th Floor
New York, NY 10036
USA

t: +1 212 686 5606

10 Queen Street Place
London
EC4R 1BE
United Kingdom

t: +44 20 7059 6100

16/F Grand Millennium Plaza
181 Queen's Road Central
Hong Kong

t: +852 2158 9769

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. 

Acuris Studios, the events and publications arm of Acuris, offers a range of publishing, 
research and events services that enable clients to enhance their brand profile, and 
to develop new business opportunities with their target audience. 

To find out more, please visit www.acurisstudios.com/publications

For more information, please contact:

Simon Elliott 
EMEA Managing Director, Acuris Studios 
Tel: +44 20 3741 1060
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