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Mergers & Acquisitions

Distinction between Merger and Acquisitions

• A merger is a transaction to unite two existing companies into a new one

• An acquisition is a transaction whereby a company buys most – usually 50+% -
of another firm's ownership stakes to assume control

• Differentiation between mergers and acquisitions has become increasingly 
difficult
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Reasons for M&A

• Synergies

– Value and performance of the 
companies combined will be greater 
than the sum of the separate 
individual parts

– Growth, cost, financial, operational…

• Economies

– Access to economies of scale or 
scope or provide greater market 
power because of lesser competition

• Asset Consolidation

– Consolidating resources that could 
be physical, patents, human 
resources or intellectual property

• Value Unrelated

– Dominant logic of the management, 
which could just be for diversification
or personal incentive

• Integration

– Horizontal / lateral integration

• Same customer, same product

• Geographic expansion

– Vertical integration

• Acquisition of suppliers

• Acquisition of customers

• Diversification

– Product / technology expansion

• Different products / technology

• Same customers

– Conglomerate

• New products, new customers …

– Financial sponsors

• Defensive

– Acquisition of direct competitors

• Enlarge company size

• Anticipate competitors´ move
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Available Process Typology – Driven by Seller
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Available Process Typology – Driven by Seller (cont´d)
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Available Process Typology – Driven by Buyer
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Principle Steps

• Identification of potential targets

• Capability and Fit assessment

• Valuation of the target

• Arranging financing and Investment Bank Advisory

• Making a formal approach

• Due Diligence

• Signing

• Approvals

• Closing

• Post merger integration
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Target Availability
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Hostile vs Friendly Target Approach
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Buy Side
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Sell Side
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Legal Themes & Topics

• Indemnification 

• Anti-Sandbagging 

• Indemnification Procedures 

• Dispute Resolution 

• Fiduciary Duties 

• Confidentiality Agreement

• Letters of Intent

• Exclusivity

• Auction Process and Indications of 
Interest

• Due Diligence

• Possible Transaction Structures

• Acquisition Agreement

• Commercial Terms / Economic 
Provisions

• Holdbacks, Escrow, Earnouts

• Representations and Warranties 

• Pre-Closing Covenants 

• Post-Closing Covenants 

• Closing Conditions 
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Legal Themes & Topics (cont´d)

Indemnity Escrow Amount: 

• Portion of the purchase price held 
in escrow to serve as a fund to 
satisfy indemnification claims 
against the seller

– Typically calculated as a percentage 
of the purchase price

– For technology companies this can 
range from less than 5% to greater 
than 15%; current market conditions 
generally put this in the range of 10% 
to 15%.

Indemnity Escrow Period

• Can be less than a year to greater 
than two years, but currently runs 
between 12 and 18 months

Representations and Warranties: 

• Assertions made by the seller to the 
buyer about what they are buying

• Seller makes specific promises, for 
example

– Accuracy of financial statements 

– Any lingering environmental or legal 
problems

• The seller then “indemnifies” the 
buyer

– That means, the seller promises to 
pay up if problems pop up
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Legal Themes & Topics (cont´d)

Indemnity Basket Type:

• Indemnifiable losses a party must 
incur before it can seek 
indemnification

– True deductible basket means that 
basket serves as a deductible, and 
the indemnifying party is responsible 
for all losses exceeding the basket 
amount

– Tipping basket means that the 
indemnifying party is responsible for 
all losses, once those losses reach 
the basket amount

Indemnity Basket Size:

• Calculated as a percentage of the 
purchase price

– Can range anywhere from 0.025% to 
greater than 1.5%

Reps & Warranties Survival Period:

• Length of time after closing during 
which a party may make claims for 
breaches of reps and warranties

– Between 12 and 18 months

– Also known as the “general survival 
period.”

Carve Outs to General Survival 
Period:

• Certain reps and warranties may be 
carved out and be extended for a 
longer period of time

– Broker’s fees, employee benefits, 
intellectual property, taxes owed, 
capitalization, title to assets and due 
authority to make the sale in the first 
place

14



www.christianschopper.com
© Copyright – Christian Schopper

Why M&A Frequently Fails

• Only 47 percent of all deals produce a positive relative total shareholder return 
one year after the transaction date

• The four most cited reasons for deal failure are:

– poor integration, 

– higher than anticipated complexity, 

– difficult cultural fit, and 

– synergies that did not materialize

• Measurement of success (or lack thereof) may be a bigger culprit. Less than 
two-thirds of corporate leaders said they measure the success of every deal 
they do, and just over one-third said they only track the success of “important” 
deals.

15



www.christianschopper.com
© Copyright – Christian Schopper

Most Companies´ Standardised Deal Processes Overlook Post Merger Integration
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Profitability Outranks Value Creation in Gauging M&A Success
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Post Merger Integration

The Decision Drumbeat in practice

Focus on the fundamentals. 

Coordinate decisions. 

Assign decision rights and roles. 

Stick to the timetable. 

Successful M&A integration

1. Follow the money 

2. Tailor your actions to the nature of the deal 

3. Resolve the power and people issues quickly 

4. Start integration when you announce the deal 

5. Manage the integration through a "Decision 
Drumbeat" 

6. Handpick the leaders of the integration team 

7. Commit to one culture 

8. Win hearts and minds 

9. Maintain momentum in the base business of 
both companies-and monitor their performance 
closely 

10. Invest to build a repeatable integration model 
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Post Merger Integration
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Growing Through Deals: A Reality Check

The size and frequency of deals 
matter less than how companies 
execute them

• It seems not to matter much 
whether companies completed one 
large deal, many small deals, or few 
deals

– In statistical parlance, the 
distribution of samples reflecting 
different combinations of deal sizes 
and market caps was both widely 
distributed and overlapping

• From a value-creation perspective, 
this finding means that the size and 
number of deals matter less than 
the discipline with which they are 
identified, priced, integrated, and 
managed
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Growing Through Deals: A Reality Check (cont´d)
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The Five Types of Successful Acquisitions

There is no magic formula to make acquisitions successful

• Like any other business process, they are not inherently good or bad, just as 
marketing and R&D aren’t

– Each deal must have its own strategic logic

– Acquirers in the most successful deals have specific, well-articulated value creation 
ideas going in

– For less successful deals, the strategic rationales—such as pursuing international scale, 
filling portfolio gaps, or building a third leg of the portfolio—tend to be vague

• Empirical analysis of specific acquisition strategies offers limited insight, largely 
because of the wide variety of types and sizes of acquisitions and the lack of an 
objective way to classify them by strategy

• What’s more, the stated strategy may not even be the real one: companies 
typically talk up all kinds of strategic benefits from acquisitions that are really 
entirely about cost cutting …
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The Five Types of Successful Acquisitions (cont´d)

Harder strategies

• Roll-up strategy

– Consolidate highly fragmented 
markets where current competitors 
are too small to achieve scale 
economies

• Consolidate to improve competitive
behavior

– Consolidation to lead competitors to 
focus less on price competition

• Transformational merger

• Buy cheap

Five Archetypes

• Improve the target company’s 
performance

• Consolidate to remove excess 
capacity from industry

• Accelerate market access for the 
target’s (or buyer’s) products

• Get skills or technologies faster or 
at lower cost than they can be built

• Pick winners early and help them 
develop their businesses

There is no magic formula to make acquisitions successful

• An acquisition’s strategic rationale should not be a vague concept like growth or 
strategic positioning, but must be translated into something more tangible

• Furthermore, even if your acquisition is based on one of the archetypes below, 
it won’t create value if you overpay
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Taking a Longer-Term Look at M&A Value Creation

Companies that do many small deals 
can outperform their peers—if they 
have the right skills

• But they need more than skill to 
succeed in large deals

• Long-term returns vary significantly 
by deal pattern and by industry

• The implication is that across most 
industries, companies with the right 
capabilities can succeed with a 
pattern of smaller deals, …

• … but in large deals industry 
structure plays as much of a role in 
success as the capabilities of a 
company and its leadership
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Taking a Longer-Term Look at M&A Value Creation (cont´d)
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Taking a Longer-Term Look at M&A Value Creation (cont´d)

Long-term returns to M&A

• The larger companies get, the more 
they rely on M&A to grow

– A majority of these companies 
complete many smaller deals, with 
no large ones

– This finding makes sense, since large 
deals tend to be hit or miss

• The only companies that had, on 
average, negative excess returns 
were those that did large deals

– The odds of positive excess returns 
were slightly better for shorter time 
frames after specific deals, with 
about half generating positive excess 
returns within two to five years of 
the deal
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Taking a Longer-Term Look at M&A Value Creation (cont´d)
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Taking a Longer-Term Look at M&A Value Creation (cont´d)
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Taking a Longer-Term Look at M&A Value Creation (cont´d)

The importance of industry specifics

Should an individual company in a 
specific industry at a given time should 
engage in M&A?

• Most relevant details seem to be 
industry structure, the match of an 
asset with a well-articulated 
strategy, and the execution 
capabilities required to realize 
value
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Taking a Longer-Term Look at M&A Value Creation (cont´d)
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Taking a Longer-Term Look at M&A Value Creation (cont´d)

Large deals

• Companies are more successful with large acquisitions—those worth more than 
30 percent of the acquirer’s market capitalization—in slower-growing, mature 
industries

– Here, there is great value in reducing excess industry capacity and improving 
performance, and a lengthy integration effort is less disruptive

• In contrast, large deals in faster-growing sectors have been less successful

Programmatic deals

• Companies across a variety of industries do well using the programmatic 
approach

• In addition, there is a volume effect: The more deals a company did, the higher 
the probability it would earn excess returns

• Evidence shows that executing a high-volume deal program requires certain 
corporate capabilities but not necessarily a specific industry structure
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Taking a Longer-Term Look at M&A Value Creation (cont´d)

Tactical deals

• Companies using a tactical approach to M&A also do numerous small deals, but 
those deals do not, combined, make up a large portion of the acquirer’s market 
capitalization

– Tech companies were significantly more successful with this approach than with the 
others: they used M&A as part of an innovation and capability-building strategy, 
buying options and adding functions

– Industrial companies in this segment seem to use tactical M&A to fill gaps in products 
or channels

Selective deal making

• Many companies do deals occasionally but don’t appear to have an M&A 
capability or a proactive M&A strategy

– Total shareholder returns are in all likelihood driven more by an organic-growth 
tailwind than by M&A strategy
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Winning M&A Strategies Across Life Cycle Phases 
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A Deal-Making Strategy for New CEOs
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A Deal-Making Strategy for New CEOs (cont´d)
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The Value Premium of Organic Growth

36



www.christianschopper.com
© Copyright – Christian Schopper

Global M&A Trends & Observations
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Global M&A Trends & Observations (cont´d)
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Global M&A Trends & Observations (cont´d)
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Global M&A Trends & Observations (cont´d)
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Global M&A Trends & Observations (cont´d)
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Global M&A Trends & Observations (cont´d)
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Global M&A Trends & Observations (cont´d)
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Thoughts on Revenue Synergies in M&A
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Thoughts on Revenue Synergies in M&A (cont´d)
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Thoughts on Revenue Synergies in M&A (cont´d)
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Thoughts on Revenue Synergies in M&A (cont´d)
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Eight Basic Beliefs About Capturing Value in a Merger

• Due diligence is not the be-all and end-all foundation to maximize value

• Revenue and capital synergies are as important as cost synergies

• Desire to perfect the baseline should not compromise implementation planning

• Stretch synergy goals should be ambitious but not too aggressive

• Synergy planning cannot succeed without strong links to financial planning

• The first 12 months postclose are the most critical for capturing synergies

• The IT blueprint is critical to delivering synergies

• Achieving synergies requires understanding their one-time costs
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