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Foreword

Methodology
At the beginning of April 2016,
KPMG in Slovakia asked more than
300 professionals about their views and
expectations for the Slovak M&A market
in coming months.

Welcome to the 2016 edition
of KPMG’s M&A Landscape in Slovakia.

The survey was conducted through
an online questionnaire available in both
English and Slovak.

Twenty-five years ago,
the term Mergers and
Acquisitions ‘M&A’ was virtually
unheard of in Slovakia. Today,
it is an essential element of the
Slovak business environment.
In the context of a booming
global M&A market, our survey
found a strong sense of optimism
at the national level, with 83%
of respondents expecting high
levels of M&A activity in Slovakia
to continue in coming months.
Sectors such as technology,
property and construction,
and energy and infrastructure,
are expected to prove particularly
attractive. Our survey aims
to provide thoughtful and valuable
insight into market attitudes
and expectations for the months
ahead, helping our clients anticipate
and make the most of future M&A
opportunities. We hope you find
it useful.

With a steady inflow of foreign
investors into the country since
the late 1990s and early 2000s,
M&A has become an increasingly
popular strategy for Slovak
businesses looking to grow their
markets, increase value or resolve
succession issues.
KPMG has been at forefront
of M&A in Slovakia for over 15
years, advising corporates, financial
investors and business owners.
To gain further insights into M&A
appetite and trends, we surveyed
over 300 M&A practitioners for this
inaugural edition of our 2016 M&A
Landscape in Slovakia.

The respondents included executives
and M&A heads of the largest Slovak
corporates, business owners, local
technology pioneers and start-ups, private
equity investors with a geographic focus
on Slovakia and CEE, selected financial
and legal advisors, and executives
of Slovakia’s most influential banking
and insurance institutions.
Together, they bring substantial experience
and knowledge: some respondents
completed more than 10 transactions last
year; half of the participants are business
owners or representatives; and more than
30% are advisors.

Positions of survey respondents
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Bank/insurance company
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Strong confidence in M&A activity
83% of respondents expect M&A activity in the Slovak
market to increase in coming months. Only 3% expect
it to decrease.

Favourable market conditions
Low cost of financing, improving economic
environment and investor confidence continue
to drive M&A activity.

Market growth is crucial
35% of survey respondents believe growing market
share will be the most important driver for acquisitions.

Highlights

Technology in the spotlight
Technology will be the most attractive sector for
M&A deals, followed by property and construction,
and energy and infrastructure.

Exploring the CEE region
Slovak dealmakers are increasingly looking beyond
Slovakia and its immediate neighbors into the wider
CEE region, in the hunt for M&A opportunities.

Challenges remain
Although optimism is high, the survey suggests
that substantial differences in price expectations
and a relatively small number of suitable targets
could inhibit M&A activity.
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Strong confidence
in M&A activity
Vast majority of respondents believe
M&A activity will grow in the next 12 months.

What trend in M&A do you expect to see in Slovakia in the next 12 months?

14%

3%

No change

Decrease

83%
Increase

A clear majority of survey
respondents (83%) believe M&A
activity will grow in coming
months, reflecting the strength
of the global M&A market,
and continued optimism
for the economic environment
in Slovakia.

No respondents are expecting
‘substantial growth’ but this is
not surprising given the already
high levels of M&A in Slovakia
over the past 5 years in what is
a relatively small market. Only 3%
of respondents expect there to be
a decrease in M&A in the next
12 months.
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Favourable market
conditions
Low cost of financing,
improving economic
conditions, investor
confidence.

One quarter of respondents
believe that the increased
availability of low cost external
financing will be one of the main
drivers of deal activity in coming
months. This is due partially
at least to the historically low
interest rates in Slovakia.
With Slovak GDP expected
to grow by between 3.2%
and 3.5% in 2016, it is not
surprising that almost as many
people (22%) highlighted the
improving economic environment
and investor confidence as
a key driver of future deal activity.
Consolidation aims were the third
most popular driver, cited by 20%
of those surveyed. Only 4% expect
regulatory and tax considerations
to play any role in driving M&A.

In your opinion, what will be the main drivers of deal activity in the Slovak market in the next 12 months?
25%

22%

20%

19%
10%
4%

Increased
availability of
external financing
on favourbale
terms

Improving
economic
enviroment and
investor
confidence

Consolidation
aims

Accumulated
cash reserves

Increased supply
of acquisition
targets

Regulatory and
tax considerations
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Market growth
is crucial
More than a third of respondents
believe acquiring market share is
the number one factor behind any
potential deal. Dealmakers are
also motivated by opportunities
to forge deals within the value
chain, such as customers,
distributors and suppliers, through
vertical integration.

Growing
market share will
be the number one
factor behind any
potencial deal.

The chance to secure a ‘bargain’
or to take advantage of unplanned
opportunities (opportunistic
investment) ranks as the third most
attractive rationale.
Geographical expansion is
also an important consideration,
as Slovak business owners
and investors look for opportunities
in the wider Central and Eastern
Europe (CEE) region.

What do you expect to be the most important rationale for acquisitions in the next 12 months?

Acquiring market share

35%

16%

Vertical integration

15%

Opportunistic investment

14%

Expanding geographic reach

7%

Acquiring know-how

Extracting hidden value

6%

Cross-sector expansion

6%

Other

1%
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Technology in the spotlight
The technology
sector is expected
to create more deal
activity than any other
in coming months.

The technology sector is
expected to create more deal
activity than any other in the next
12 months. The sector’s inherent
innovation and specific know-how
makes companies in this sector
particularly attractive. As industries
ranging from financial services
to industrial manufacturing seek
to access the latest technological
advances, tech companies are
creating tremendous investment
opportunities for both
buyers and sellers.

Investors are also expected
to focus on property and
construction, a sector that is
seeing the benefits of sustained
economic growth and increasing
demand for housing and
commercial space. Energy
and infrastructure is the third
highest area of expected growth,
on the back of major transactions
in the energy sector over the last
several years, with first generation
investors possibly now looking
for potential exit opportunities.

What sectors do you expect to be most attractive in the next 12 months?

Technology

25%

Property and construction

17%

Energy and infrastructure

15%

Financial services

10%

Manufacturing

10%

Healthcare and communications

7%

Consumer retail

6%

Media and communications

5%

Agriculture and food

Transportation

3%

1%
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Exploring
CEE region
Only 17% of respondents see Slovakia
as primary acquisition region.
Where do you expect Slovak investors to primarily seek acquisition
targets in the next 12 months?

In terms of geographic
markets for M&A opportunities
in coming months, 58% of
survey respondents consider
the CEE region as the most
attractive area for Slovak
investors seeking acquisition
targets. This is a new trend.
Historically, relatively few Slovak
M&A transactions have involved
targets in CEE countries.

17%
Slovakia
only

58%
Central and
Eastern Europe

25%
Slovakia and
Czech Republic

The fact that dealmakers are
beginning to look further afield
reflects the strength of the Slovak
M&A market and the confidence
of dealmakers, as well as
the relative familiarity of countries
in this region.
Relations with the neighboring
Czech Republic also appear
particularly healthy, with one
in four respondents expecting
Slovak investors to primarily
seek acquisitions in just Slovakia
and the Czech Republic. There
is a limit to this burgeoning crossborder perspective, however,
evidenced by the fact that no
respondents expect targets
to come from wider Europe
or overseas.
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Investors and strategies
Which of the following would you consider most likely to complete the highest number of acquisitions in Slovakia in the next 12 months?
28%
19%

Domestic
private equity

19%

Slovak indigenous
companies

Domestic private equity groups are
expected to complete the highest
number of deals in the next 12
months, according to 28% of
respondents. This puts them ahead
of both multinational companies
in the Slovak market and Slovak
indigenous companies, both on 19%.
It possibly reflects the variety of local
private equity groups in Slovakia,
covering a wider range of deal
sizes than would normally interest
a foreign private equity or strategic
investor. Local private equity groups
also have good access to funds
and strong relationships in the local
business community, often enabling
them to be more flexible in deal–
making than their foreign peers.

Multinational companies
in the Slovak market

Foreign investors are expected
to be less active buyers. This
expectation might reflect disposals
of assets by major multinational
companies, mainly from Western
Europe, over the last few
years, including equity stakes
in Slovensky plynarensky
priemysel, Stredoslovenska
energetika, Slovenske Elektrarne,
Eurovea, Dexia Banka and others.
As Western companies reduce
their level of M&A activity in
Slovakia, however, there has
already been observed
a corresponding rise in interest
from Asian investors.

Which exit strategy do you predict to be most preferred by business owners
in the next 12 months?

Sale to a strategic
buyer

17%

Foreign
private equity

Overseas strategic
investors

Domestic
private equity groups
expected to complete
the highest number
of deals.

Most preffered exit strategy:
Sale to a strategic buyer
Completing a sale to a strategic
buyer is seen to be the preferred
exit strategy of business owners
by 64% of respondents. A further
28% believe a sale to a financial
buyer to be the preferred option.
No respondents at all saw a sale
to management as a feasible exit
strategy, however.

64%

Sale to a financial
buyer

28%

Refinancing/
raisingdebt
Sale to
management

17%

8%

0%

Indeed, there have been very few
Slovak M&A transactions in the past
that involved a sale to management.
Most potential management team
investors would require financial
support in order to pursue a deal,
while most financial investors
in Slovakia prefer to acquire
companies directly.
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Achieving
a successful deal

Identifying and settling
on a suitable target, with all
the complexities involved in that
process, is the first and most
important step to achieving
a successful deal, said 30%
of respondents.

Most important step to achieve
a successful deal: Identification
of suitable target.

Other key elements include
the valuation/price paid,
undertaking effective due diligence,
which helps to reveal risks before
a deal is completed, and well
devised and executed integration
plan once the deal is complete.

What are the most important factors for a successful deal?

30%
20%

17%

17%
13%

2%
Identifying a
suitable target

Valuation/
Price paid

Effective
due dilligence

Well devised
and executed
integration plan

Identifying the
right management
team

Good advisors/
Credible partner

Understanding EBITDA and cash flow are
key focus areas for financial due diligence.
Respondents’ ranking of the key financial due diligence areas

Quality of underlying earnings (EBIT/EBITDA) and operating cash flows

Quality of assets

Net debt

M&A transactions are often
complex and risky, so it is crucial
for managers to identify problematic
areas that require further analysis
before completing the deal – and
effective due diligence is rightly
regarded as a major part of this
process.

Cost synergies

Assessment of assumptions behind the target’s projections

Underlying working capital

Tax considerations

Respondents believed that
assessing a company’s EBITDA
and operating cash flow is a vital
part of an effective due diligence
investigation, with the quality of
a company’s assets and its net debt
also featuring high on the priority list.
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Overcoming cultural differences
and HR issues is the most significant
post-deal agenda.

What do you think are the most challenging areas of integration to execute?

Overcoming cultural differences/
HR issues

27%

23%

Operational/Supply chain integration
Involvement of the previous owner in
management due to dependency issues

21%

17%

Merging information systems

Other

Accounting and finance transformation

Tax optimization

6%

5%

1%

Similarly, what happens after
the deal, in terms of integrating
the two businesses and ensuring
the anticipated synergies are
achieved, can make or break the
success of a transaction. Many
factors must fit together if a deal
is to be successful.
The most challenging aspect
of post-completion integration,
according to 27% of respondents,
is overcoming cultural differences
and HR issues — a factor that
could become even more
relevant as Asian investors seek
opportunities in the region.
Almost one quarter of respondents
think that operational/supply chain
integration is the most challenging
aspect. If supply chains are not
integrated well, customer relations
can be seriously harmed, which
almost inevitably leads
to a worsening of the company’s
market position.
Reducing the business’s
dependency on previous
management (for example,
due to their unique know-how
or industry relationships) is seen
as a key challenge by 21%
of respondents.
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Challenges
remain
Main challenges: Substantial differences
in price expectations and lack of suitable targets.

What factors do you think could most inhibit deal activity in the next 12 months?

Substantial differences in
price expectations

31%

Lack of suitable targets

29%

Limited opportunities for creating
synergies and added value

17%

Regulatory and tax
considerations

10%

Complexity of transforming
the acquired company
Lack of liquidity/internal funds
for acqusitions

8%

2%

Limited availability of external
financing on favourable terms

1%

Macro-economic
uncertainty

1%

Despite the optimism
shown by the vast majority of
respondents, there are still some
risks that could inhibit deal activity.
31% of respondents highlighted
substantial differences in price
expectations as the factor most
likely to stall M&A transactions.
Dealmakers are also concerned
about the lack of suitable targets
in the relatively small Slovak
economy, a factor that was cited
by 29% of people.
Other significant inhibitors are
potentially limited opportunities
for creating synergies and added
value, again, possibly linked
to the size of the market.
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Respondents trust advisors to assist
them in the transaction process.

Which financial advisors do you employ most frequently to help with M&A transactions?

6%
Own in-house
specialists

3%
None

8%
Investment
banks

14%
Boutique/
local advisors

69%
Advisors from
the Big 4

In any M&A transaction,
it is important to develop
a methodology for understanding
exactly where and how the
acquired company makes money.
The management team must be
able to track and prioritize the key
profit drivers in the organization
as soon as possible.
Significantly, 97% of respondents
employ financial advisors on their
transactions to assist with this
process, 91% of them being
external advisors. Almost 70%
of respondents rely on advisors
from the Big Four for support.
Big Four advisors may be perceived
to have a stronger methodology
and better access to international
expertise compared to local
boutiques.
Another notable factor is
the lack of a meaningful investment
banking presence in Slovakia,
and the relatively small size of
most M&A deals, which reduces
their attractiveness for investment
banks. This is reflected by
the small proportion of respondents
(8%) that use investment banks
to advise them on M&A
transactions.
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Conclusion
Favourable market
conditions, availability
of financing at historically
low rates, investor’s confidence
in growth are the key factors
driving M&A activity in Slovakia.
Strong M&A activity is expected
to remain in months to come
throughout the sectors, while
thanks to technology sector’s
combination of innovation, growth
potential and profitability, it stands
out as a key market where deals
are expected to happen.
But in whichever sector a deal
occurs, there are common priorities
for all involved: companies should
focus on identifying the right target
and accurately agreeing a solid
valuation.
Identifying suitable targets
and conducting effective due
diligence investigations can greatly
increase the chances of a deal
meeting its strategic objectives
and improving shareholder returns.
However, a lack of targets is
a genuine concern in Slovakia,
and more Slovak investors appear
to be seeking M&A deals across
the wider CEE region.
Although closing a successful
deal continues to be a challenging
process, we believe the timing is
right to use M&A for growing your
business or use it for realizing its
value for shareholders.
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About KPMG Deal Advisory
Exclusive advisor on 11 successfully closed deals
in Slovakia in the past 3 years.

KPMG Deal Advisory | Sell–side Advisory

KPMG Deal Advisory | Sell–side Advisory

KPMG Deal Advisory | Sell–side Advisory

Financial Advisor to the founders
of Ryba Kosice and Calmar, one of the
leading deli and frozen foods producers and
distributors in Slovakia on the disposal of
majority stake to Tauris owned by a meat
processing conglomerate Eco-Invest.

Leveraged buyout of a leading independent
food retail chain in Slovakia.

Financial advisor to the shareholders
of SAD Trnava and SAD Liorbus, public
transportation bus companies in Slovakia on
the disposal of majority shares to ARRIVA.

Closed | 2015

Closed | 2015

Closed | 2016

acquired by

financed by

acquired by

KPMG Deal Advisory | Sell–side Advisory

KPMG Deal Advisory | Sell–side Advisory

KPMG Deal Advisory | Buy–side Advisory

Financial advisor to the shareholders
of Imunoglukan and Pleuran, leading
immune supplement producers in Slovakia
on the disposal of majority shares to
Hartenberg Capital.

Financial advisor to shareholders on the
disposal of DOMA, a leading domestic
producer of mayonnaise in Slovakia.

Provided financial advisory, financial
and tax due diligence, and SPA assistance
to UMC during its acquisition of Sharp
Manufacturing Poland.

Closed | 2014
Closed | 2014

Closed | 2014

acquired by

acquired by

acquired by
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About KPMG Deal Advisory
With ﬁfteen years’ experience as key ﬁnancial advisor
in more than 500 successful client transactions, KPMG is
the leading service provider in Slovakia and the CEE region.
Our clients range from local SMEs and individual business
owners to large international corporations and ﬁnancial
investors. Whether you are looking to buy, sell or fund
a business, our specialized team of professionals will help
you achieve the best possible results.
Trust KPMG with your next transaction.

Contact us:
Stanislav Šumský
Partner, Deal Advisory
T: +421 907 745 032
E: ssumsky@kpmg.sk

KPMG Slovensko spol. s r. o.
Dvořákovo nábrežie 10
811 02 Bratislava
Žriedlová 12 - 14
040 01 Košice
T: + 421 2 5998 4111
E: kpmg@kpmg.sk
kpmg.sk

© 2016 KPMG Slovensko spol. s r. o., a Slovak
limited liability company and a member ﬁrm
of the KPMG network of independent member
ﬁrms afﬁliated with KPMG International
Cooperative (“KPMG International”),
a Swiss entity. All rights reserved.
Printed in Slovakia.

With more than 20 highly skilled and passionate individuals,
KPMG in Slovakia has the largest deal advisory team
in the country. It is composed of professionals equipped
with the in-depth local market knowledge, international
experience and invaluable skills necessary to create value
for the client in a broad range of transaction situations.

