CMS European survey shows significant shift in M&A agreements
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CMS, a leading European provider of legal and tax services, has published the CMS European M&A Survey
2009. Based on rigorous analysis of data compiled from 494 M&A agreements completed in Europe in
2007-2008, the survey reflects a shift towards more risk adverse transactions for buyers.
“As expected, the economic downturn is having a significant impact on the terms of M&A transactions in
Europe,” said Thomas Meyding, Head of CMS Corporate. “Not only are we witnessing a reduction in
pricing and valuations, but we’re seeing sale agreements shifting risk increasingly away from buyers
and on to sellers.”
The huge amount of data was compiled from transactions where CMS firms were involved and the results
provide insights across Europe. Key conclusions include:
•a rise in the popularity of ‘earn-outs’
•a rise in material adverse changes (MAC) clauses which nearly doubled in the second half of 2008
compared to the first half;
•an increase in seller’s liability caps, which climbed during 2007 and 2008; and
•Longer time periods for general warranties, as well a greater prevalence of equity capital
warranties.
“It all points to a buyers’ market,” says Meyding. “But the specifics of the survey can be
extremely useful for both buyers and sellers considering M&A transactions in the current climate - which
our data trends suggest will become even more risk adverse in 2009.”
The data also breaks down by regions in Europe highlighting, among other things, a more frequent use of
purchase price mechanisms in the UK, less common use of escrow (or similar) accounts in German speaking
countries and arbitration as the main dispute resolution process in Central & Eastern Europe. The report
data is broken down into Benelux (The Netherlands and Belgium), Central & Eastern Europe (Bulgaria,
Croatia, Czech Republic, Hungary, Poland, Romania, Russia, Slovakia and Ukraine), France, German speaking
(Austria, Germany and Switzerland), Southern Europe (Italy and Spain) and the United Kingdom.
The survey also compares trends in Europe against similar data from the USA and Canada revealing
significant cultural and regulatory differences leading to, among other things, more use of Material
Adverse Change clauses in the US than in Europe.
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CMS is the organisation of independent European law and tax firms of choice for organisations based in,
or looking to move into, Europe.
CMS provides a deep local understanding of legal, tax and business issues and delivers client-focused
services through a joint strategy executed locally across 28 jurisdictions with 56 offices in Western and
Central Europe and beyond. CMS was established in 1999 and today comprises nine CMS firms, employing over
2,200 lawyers and is headquartered in Frankfurt, Germany.
The CMS nine member firms are: CMS Adonnino Ascoli & Cavasola Scamoni (Italy); CMS Albiñana & Suárez de
Lezo (Spain); CMS Bureau Francis Lefebvre (France); CMS Cameron McKenna LLP (UK); CMS DeBacker (Belgium);
CMS Derks Star Busmann (Netherlands); CMS von Erlach Henrici Ltd. (Switzerland); CMS Hasche Sigle
(Germany); and CMS Reich-Rohrwig Hainz (Austria).
The members of CMS are in association with The Levant Lawyers with offices in Beirut, Abu Dhabi, Dubai
and Kuwait.
www.cmslegal.com
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