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Global automotive industry M&A activity shows slight uptick in deal volume during first half of 2010, according to PricewaterhouseCoopers

Larger deals likely to materialize in 2011 as the market stabilizes and industry participants vie for global leadership

Detroit, August XX, 2010 ― The global automotive industry merger and acquisition (M&A) deal market shows a cautious uptick in deal volumes observed during the first half (H1) of 2010, against a backdrop of the lowest disclosed deal value in five years, according to the automotive transaction services practice at PricewaterhouseCoopers LLP.  In H1 2010, 265 deals closed with a disclosed value of $11.6 billion.  

"It is evident that economic conditions constrained the deal market, forcing buyers to be focused on synergistic transactions during the first half of 2010," said Paul McCarthy, U.S. automotive transaction services strategy leader, PricewaterhouseCoopers LLP.  "In the near-term, the bulk of the automotive M&A market will likely be smaller, targeted deal activity."
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-more-

For much of 2009, the deal market remained a setting for companies’ restructurings, divestitures, and capital infusions, notes McCarthy.. However, as  firms aim to position themselves for long-term success, the deal market appears to be transitioning towards creating and executing strategies for sustainable growth and value creation. Focus on synergistic transactions during H1 2010, coupled with the subdued pace of economic recovery meant smaller but arguably more strategic transactions.

In contrast, H1 2009 was characterized by unusually high disclosed deal value due to government-driven bailouts and the completion of two megadeals conceived in 2008. Government investment and the two megadeals made up $21.8 billion of the $31.6 billion in disclosed deal value in H1 2009 . With most of the massive restructuring behind us and given a cautious credit environment, H1 2010 precluded such megadeals, resulting in a 63 percent YoY decline in overall disclosed deal value.

	[image: image3.png]Vehicle Manufacturers M&A Activity, H1 2006 - H1 2010

Disclosed value ($bn)

H12006 H12007 H12008 H12008 H12010

—lve ($or) - Volume

Number of transactions



 Source: Thomson Reuters and other publicly available sources
	[image: image4.png]Automotive Component Supplier M&A Activity, H1 2006
-H12010

150

Disclosed value ($bn)

H12006 H12007 H12008 H12009 H12010

—le () Volume

160

Number of transactions



 Source: Thomson Reuters and other publicly available sources
	[image: image5.png]Others M&A Activity. H12006 - H1 2010

151
12 146
132
10 126
T8
H
e
H
Se
3
H
g
H 90
24 80|
a 73

17

H12006 H12007 H12008 H12009

—le (§r) < Volume

H12010

160

140

120

100

EY

60

40

20

Number of transactions



 Source: Thomson Reuters and other publicly available sources


Compared to H1 2009, vehicle manufacturers and component suppliers were more active in the deal market. Much of the activity was carried out by companies seeking to: (i) divest non-core businesses (ii) bolster core competencies and (iii) engage new markets or customers. On the other hand, deal volumes for the 'Other' category, which includes retail, aftermarket, rental/leasing and wholesale, etc., have seen a significant decline. 

From a regional perspective, Asia accounted for the largest share of global disclosed deal value, much of which was driven by cross border acquirors. Traditionally a region with a much smaller share, Asia’s disclosed deal value was driven by a few large vehicle manufactuer transactions. Additionally, these large transactions also resulted in Asia receiving the largest deal inflow as opposed to H1 2009, when Asia experienced a net deal outflow.

While the North American automotive industry focused on its rightsizing and turnaround efforts, the European industry was very active in the deal market during H1 2010. European acquirers accounted for 50 percent of global M&A activity by volume and with six of the top 10 global transactions executed by European acquirers, they also accounted for 56 percent of the global disclosed transaction value.                          

-more-
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Source: Thomson Reuters and other publicly available sources


The decreasing share of disclosed global deal value involving financial buyers from H1 2008 to H1 2009 has reversed in H1 2010. While financial buyer deal volumes have held steady during H1 2010, their activity appears to be rebalancing between the three target automotive sub-sectors. During H1 2009, financial buyers chose to focus their acquisitions in the aftermarket and retail sub-sectors given the uncertainty in the automotive production environment. With stabilization of production levels in H1 2010, financial buyers have once again began focusing on deals in the supplier and vehicle manufacturer sub-sectors. 
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Shares
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Value of

Transaction

($mil)

Buyer Type

1

01/05/09 Suzuki Motor Corp Japan Volkswagen AG Germany 19.89

2,527.4 TRADE

2

03/17/09 Saab Automobile AB Sweden Spyker Cars NV Netherlands 100.00 962.9

TRADE

3

02/13/09 Renault SA France Daimler AG Germany 3.22 898.6

TRADE

4

06/04/09 Nissan Motor Co Ltd Japan Daimler AG Germany 3.20 778.4

TRADE

5

02/12/09 Shanghai GM Motor Co Ltd China SAIC Motor Corp Ltd China 1.00 84.5

TRADE

Comp

1

02/08/10 Emcon Technologies United States Faurecia SA France 100.00 407.8

TRADE

2

04/09/10 Dytech ENSA SL Spain BorgWarner Inc United States 100.00 161.9

TRADE

3

06/21/10 IDQ Holdings Inc United States Castle Harlan Partners V LP United States 100.00 160.0

FIN

4

03/08/10 Dana Hldg-Structural Prod Bus United States Metalsa SA de CV Mexico 100.00

150.0 TRADE

5

01/21/10 Dura Automotive Systems Inc United States Patriarch Partners LLC United States 100.00

125.0 FIN

Other

1

06/03/10 American Tire Distributors Inc United States TPG Capital LP United States 100.00 1,300.0

FIN

2

03/31/10 HSBC Finance Corp-Auto Loan United States Santander Consumer USA Inc United States 100.00 930.0

FIN

3

02/24/10 BCA United Kingdom Clayton Dubilier & Rice LLC United States 100.00 624.1

FIN

4

03/31/10 Kumho Rent-A-Car Co Ltd South Korea Investor Group South Korea 100.00 260.7

FIN

5

04/22/10 Futura Leasing SA Poland Abris Capital Partners Poland 100.00 242.7

FIN

Source: Thomson Reuters and other publicly available sources
	Financial Buyer Deal Activity

Target Automotive Sector

Deal Volumes

H1 2009

H1 2010

Vehicle Manufacturers

4

13

Automotive Component Suppliers

18

33

Others

49

26




Trade buyers, while slightly more active than last year, were more strategic in their acquisitions with most deals involving specific product lines, technologies, or geographies. This is likely to remain the status quo until the credit environment eases and the global market recovers in a meaningful way. 

-more-

Outlook of deal activity

The auto industry and its supply base are still in the process of structural change and reinventing its business model. Strategic objectives such as growth-based strategies (increasing market share, acquiring technologies or accessing new markets) or product portfolio driven strategies will continue to shape and define much of the deal market. As a result, smaller, targeted deals are likely to remain the majority of the deal activity in the near term.

"With the worst of the economic and credit crisis behind them, financial buyers are likely to show renewed interest in the automotive deal market," explained Paul Elie, U.S. automotive transaction services leader, PricewaterhouseCoopers LLP.  "Looking ahead, we anticipate larger deals coming to fruition in 2011 as the market improves and participants jockey for global leadership."
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Source: Thomson Reuters and other publicly available sources


About the Transaction Services Practice

The PricewaterhouseCoopers Transaction Services (TS) practice provides due diligence for M&A transactions, along with advice on M&A strategy and integration, divestitures and separation, valuations, accounting, financial reporting, and capital raising.  With approximately 1,000 deal professionals in cities in the U.S., and a global network of over 6,000 deal professionals in 90 countries, experienced teams are deployed with deep industry and local market knowledge, and technical experience tailored to each client's situation.  The Transaction Services team can be involved from strategy to integration and employ an integrated business approach to uncover the realities of a deal.  The field-proven, globally consistent, controlled deal process helps clients minimize their risks, progress with the right deals, and capture value both at the deal table and after the deal closes.  For more information, visit www.pwc.com/ustransactionservices.

-more-

About PricewaterhouseCoopers LLP

PricewaterhouseCoopers (www.pwc.com) provides industry-focused assurance, tax and advisory services to build public trust and enhance value for its clients and their stakeholders. More than 163,000 people in 151 countries across our network share their thinking, experience and solutions to develop fresh perspectives and practical advice. 
"PricewaterhouseCoopers" refers to the network of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.

© 2010 PricewaterhouseCoopers LLP. All rights reserved. 

###

