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Global M&A volume surged in January-May 2021, registering 154% year on
year increase compared to January-May 2020. January-May 2021 global M&A
volume stood at USD2.0tn suggesting sustained signs of recovery. Globally,
cross-regional and international M&A accounted for more than a third of the
deal value in January-May 2021, above historical trends.
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Strong momentum is expected to continue on the back of
robust liquidity in the markets, record high equity markets,
cheap debt financing and sizeable sponsor fund raising.
After a prolonged period of uncertainty, corporates are
increasingly showing signs of confidence in allocating
capital for M&A to achieve their strategic growth objectives,
prioritizing imperatives for accessing new markets,
technologies or IP, while simultaneously pushing ahead
with divestments of non-core assets or consolidation
to strengthen competitive and financial positions. The
existing environment also presents an attractive playground
for financial investors - private equity, venture capital,
infrastructure and credit funds are expected to be significant
drivers for M&A activity in 2021.
Despite COVID-19 having a more pronounced impact
on cross-border regional and international M&A with the
pandemic adding to the complexities brought about
by trade, geopolitical tensions and regulatory scrutiny
across certain industries, the activity rebounded sharply as
companies quickly adapted to the environment. Globally,
cross-regional and international M&A accounted for more
than a third of deal value in Q1 2021, above historical trends.
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While the Americas and EMEA remained the primary
geographies for cross-border transactions representing
respectively 37% and 36% of international M&A in Q1 2021,
Asia Pacific has been taking an increasing share of the
cross-border M&A activity, growing from 27% in Q1 2020
to 32% in January - May 2021. The region has been the
strongest beneficiary in terms of growth in recent years, with
North Asia buyers in particular China and Japan making up
a significant amount of the activity.

Australia, New Zealand and the Pacific markets have also
shown signs of strength and a fast rebound since the start
of the year with an outsized share of landmark cross-border
transactions: IFM Investors announced the acquisition of a
22.7% stake in Naturgy Energy Group in Spain for USD6.1bn
in January 2021. Australia large scale M&A are set to continue
to benefit from strong activity driven by financial sponsors,
while opportunities in the mid-market segment continue to
abound driven by succession, business carve-outs and other
factors. M&A appetite for quality companies remain strong in
spite of a challenging COVID-19 backdrop.
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Apr-21

Grab Inc. Holdings

Internet

Singapore

Altimeter Growth USA
Corporation

34.20bn

Feb-21

ReNew Power Private
Limited

Energy

India

RMB acquisition
Corp II

7.20bn

May-21

Boral Limited
(79.85% stake)

Construction

Australia

Seven Group
Australia
Holdings Limited

6.98bn

Jan-21

Naturgy Energy Group
(22.69% Stake)

Energy

Spain

IFM Investors

6.15bn

Mar-21

Koninklijke Philips
(Domestic Appliances
& Personal Care (DAP)

Consumer: Other

Netherlands

Hillhouse Capital China
Management

4.37bn

Feb-21

Kerry Logistics Network
(51.81% Stake)

Transportation

Hong Kong

S.F. Holding

China

3.95bn

Mar-21

Vocus Group Limited

Telecommunications

Australia

Macquarie
Infrastructure
consortium

Australia

3.49bn

Mar-21

Tilt Renewables
Limited

Energy

New Zealand PowAR and
Mercury NZ

New Zealand 2.55bn

Jan-21

20% Stake in Adani
Green Energy and 50%
stake in its 2.35 GWac
portfolio of operating
solar assets

Energy

India

Total

France

2.50bn

Feb-21

Block 61 Sultanate
of Oman

Energy

Oman

PTT Exploration
and Production

Thailand

2.45bn

Mar-21

Northumbrian Water
(20%); Wales & West
Utilities (10%); UK Power
Networks Holdings
(20%); Dutch Enviro
Energy (10%)

Utilities

United
Kingdom

CK Asset
Holdings

Hong Kong

2.19bn

Feb-21

Enwave Energy

Industrial products and
services

Canada

IFM Investors;
Australia
Ontario Teachers’
Pension Plan

2.19bn

Jan-21

Duke Energy Indiana
(19.9% Stake)

Energy

USA

GIC

Singapore

2.05bn

Feb-21

Wheels Up Partners

Transportation

USA

Aspirational
Consumer
Lifestyle

Singapore

1.89bn

Feb-21

J&T Express

Transportation

Indonesia

Sequoia Capital
consortium

Hong Kong

1.80bn

Source: Mergermarket – January - May 2021
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As industries emerge in a new post-COVID world, growth
imperatives in a fast changing environment are back on the
strategic agenda and pushing companies to explore M&A
alternatives, to acquire new capabilities, new markets and
outpace their competitors or accelerate their growth. There
is also an anticipation of distressed investment opportunities
driven by long lasting impact of the pandemic on certain
industries although those are expected to remain limited.
Sectors that offered stronger visibility and predictability
of earnings saw more transactions closing last year. When
there was significant uncertainty around possible outcomes,
companies preferred to wait and this also created pent-up
demand translating into more activity in 2021 and beyond.
To address heightened uncertainty in the environment,
companies have been using various ways to de-risk
transactions or build protection mechanisms in M&A
transactions: downside protection and earn-out/contingent
structures, minority stakes with path to control to allow
for greater flexibility, partnership between corporates and
financial investors to share investment risks or provide a
source of future investment opportunities.
Cash has been the main consideration in most transactions
in Asia Pacific notably because of simpler transaction terms
and the fact that this simplifies, in certain jurisdictions,
the process by which regulators assess, value and
approve transactions.
There has also been an increasing use of completion
account mechanisms in buyer friendly environments as well
as use of escrow accounts, the latter being less common.
Covid-19 continues to bring challenges to the deal process,
making it more remote and more digital. Corporates are
compelled to move quickly and creatively or use various
ways to bridge gaps between buyers and sellers.
Industries have been affected differently by the pandemic
and a few sectors have stood out for being very active last
year and a likely continuing trend for the remainder of 2021.
With a slump in demand and oil and natural gas prices
at very low levels last year, the Resources and Energy
industries saw a number of large scale consolidations, e.g.
Chevron’s USD4.2bn acquisition of Noble Energy completed
in October 2020. M&A transactions into greener energy,
e.g. Total’s acquisition of a 51% stake in Seagreen 1 British
offshore wind farm project in May 2020 representing a
global investment of USD3.7bn in May 2020. ANZ acted as
Financial Advisor to Alinta Energy on the sale of its holdings
in Yandin Wind Farm for c. AUD490m.
ANZ acted as Exclusive Financial Advisor to the Fijian
Government on the sale of a 20% shareholding in Energy
Fiji Limited to Fiji National Provident Fund in August 2019,

followed by the sale of a further 29% shareholding to
Chugoku Electric in April 2021. This transaction marks
Fiji’s largest ever privatization.
Technology, Media and Telecommunications also
experienced a very strong uptick in M&A transactions driven
by corporate acquisitions and private equity buyout. Big
ticket software acquisitions include Salesforce’s acquisition of
Slack for more than USD27bn in 2020 and Beijing Byte Dance
Technology’s USD4bn acquisition of Shanghai Moonton
Technology and Southeast Asia ride hailing giant Grab’s
public listing through a SPAC merger in the US valuing the
company at close to USD40bn. In Australia, a consortium
led by Macquarie fund and pension fund Aware Super
announced the USD3.5bn buyout of Vocus group. ANZ acted
as Independent Financial Advisor on Booktopia Group’s
AUD316mn initial public offering and recapitalization.
Booktopia is Australia’s leading online book retailer.
Attractive M&A backdrop for Healthcare and Biosciences
remain with strong demographic tailwinds, recession-proof
sectors and high entry barriers, innovation and adoption of
technology and evolving care models. Notable transactions
since the start of 2021 include an EQT Partners-led
consortium acquisition of Independent Vetcare in the United
Kingdom for USD4.2bn, MBK Partners USD730m acquisition
of nursing care Tsukui Holdings Corporation in Japan, and
Ramsay Healthcare USD2.9bn acquisition of Spire Healthcare
Group in the UK. ANZ acted as Exclusive Financial Advisor
to Swire Pacific on the acquisition of an equity interest in
a Shanghai-based healthcare and senior living platform
Columbia China in 2020, marking Swire Pacific’s
first acquisition in the healthcare industry in China.
Consumer, Financial services and Real Estate have also
been active. In Singapore, REIT consolidation continued
throughout the COVID-19 period with the completion
of two significant mergers last year: Frasers Logistics &
Industrial Trust’s merger with Frasers Commercial Trust
for SGD1.58bn, and CapitaLand Mall Trust’s merger with
CapitaLand Commercial Trust for a combined portfolio
property value of SGD22bn. ANZ acted as Independent
Financial Advisor to the Independent Board of Directors
of CapitaLand Mall Trust on the merger of CapitaLand Mall
Trust and CapitaLand Commercial Trust. M&A in sectors
most impacted by COVID-19 such as travel and
entertainment are likely to rebound strongly.
SPACs have continued to flourish in Q1 2021 with a total
of USD97bn raised by 304 new SPACs year to date alone,
compared to USD83bn raised through 248 SPACs in 2020.
M&A tied to SPACs surged with 99 transactions totalling
USD219.5bn taking place globally in 1Q21. SPACs may
continue to represent an attractive alternative to a traditional
IPO or a private sale in an environment where public market
valuations exceed that of private companies in many sectors.

IN CONCLUSION , 2021 IS SHAPING UP TO BE AN ACTIVE YEAR
FOR M&A . WHILE TR ADE DYNAMICS AND THE COVID -19 REL ATED
UNCERTAINTIES WILL CONTINUE TO WEIGH , THE M& A MARKET
IS EXPECTED TO REMAIN ACTIVE FOR THE REST OF THE YEAR
AS VACCINATIONS GAIN PACE AND TR AVEL RESUMES .

SPOTLIGHT 1:
FIRB AND OIO INVESTMENT REGIME REFORMS

The FIRB and OIO review process respectively in Australia and New Zealand
have recently undergone changes which may impact transaction timeframes.
To minimize disruptions to transactions, companies have had to prepare
to engage early and proactively as the transaction progresses to minimize
uncertainty and execution risk
As of 1 January 2021, a number of reforms took effect in
the Foreign Investment Review Board of Australia (FIRB),
including the monetary threshold being reinstated, a new
FIRB approval trigger, change to ‘Foreign Government
Investor’ definition to provide relief to passive investor.
Monetary threshold reinstated:
• The temporary $0 monetary screening thresholds for
all investments that was introduced in response to the
COVID-19 pandemic has been removed. The pre-29
March 2020 monetary thresholds are re-instated, putting
the thresholds back to their pre-COVID levels.
New FIRB approval trigger:
• All ‘national security actions’ will require FIRB approval.
Change to ‘Foreign Government Investor’ definition to
provide relief to passive investor:
• Under the current regulations, the definition of a Foreign
Government Investor (FGI) captures privately controlled
institutional investors which have large investments
by FGIs, resulting in those investments requiring FIRB
approval. Under the FIRB Regulations, the definition of
an FGI has been modified to exempt entities from being
treated as an FGI, where:
(i) That entity has 40% (or more) foreign government
ownership but less than 20% from any single foreign
government: and/or (ii) No FGI is able to influence any
individual investment decisions, or the management of
any individual investments. This change is particularly
relevant to institutional investors and private equity funds
with large FGI bases.

The New Zealand Government has enacted the Overseas
Investment (Urgent Measures) Amendment Act in June
2020, intended to amend the Overseas Investment Act
2005 to balance the importance of the role of overseas
investment while continuing to protect New Zealand’s
interests especially during and post pandemic.
Amendments introduced include new investor test,
a temporary emergency notification requirement, a
new national interest assessment for some transactions
simplifying the regime for low-risk transactions and stronger
enforcement powers.
The changes introduce a notification pathway for business
transactions involving the acquisition of a controlling
interest, alongside existing consent pathways for significant
business and sensitive land assets. Recent experiences with
OIO Processing times suggest that investors should consider
OIO consent requirements at an early stage of a transaction,
in view of the increased number of applications and range of
transaction requiring OIO input (introduction of residential
land consent requirements, national interest test and the
emergency notification regime).

ANZ CORPORATE ADVISORY’S LONG AND
CONSTRUCTIVE RELATIONSHIP WITH FIRB
AND OIO, AND STRONG TRACK RECORD
IN OUR CROSS-BORDER TRANSACTIONS,
BOTH PUBLIC AND PRIVATE, ENABLES US

Other Changes:

TO READILY ASSIST CLIENTS THROUGH

• Penalties for non compliance have been increased
and the Treasurer will have wider enforcement powers;
passive increases (e.g. capital reductions and share
buybacks) can now trigger a FIRB filling; changes to
certain exemptions (non material exemption for offshore
FGIs and moneylending exemption); tracing rules to
apply to unincorporated limited partnerships; register of
Foreign Ownership of Australian Assets which will record
information of foreign ownership; more coordinated
information gathering and sharing implemented.

THE APPLICATION PROCESS AND THESE
NEW REFORMS.

SPOTLIGHT 2:
EARN-OUT MECHANISMS
• The COVID-19 pandemic has caused significant
challenges in financial forecasting, often leading to
valuation gaps between buyers and sellers. In this
context, companies have been compelled to explore
different deal structures and mechanisms to overcome
discrepancies and practical issues in valuations.
Contingent and / or deferred payments structure as a
form of purchase price consideration are mechanisms
that have been increasingly considered and used
in transactions.
• An ‘earn-out’ is a post-closing purchase price payment
that is contingent on the acquired business satisfying
certain performance goals or targets post-closing. The
pandemic and broader macro-economic environment
is causing significant uncertainty in business valuations
with buyers considering how the post COVID-19
environment will shape businesses.

• The central component of an earn-out is the
performance metrics used to determine if the seller
has achieved specified goals. Metrics can be financial
(e.g. achieving a certain EBITDA, net income, or revenue
target) or non-financial (e.g., completion of an ongoing
capital improvement or being awarded a new contract).
Revenue remains the most common metric for
contingent payments.
• Additional considerations that are taken into account
when negotiating an earn-out include the length
of the earn-out period. As a result of post-pandemic
uncertainty, longer timeframes have been considered
compared to the typical 12 - 18 months.

Please get in touch with your ANZ contact or respond directly should you wish to discuss these developments in more detail.
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