Deal Drivers: Nordics
A spotlight on mergers and
acquisitions trends in 2020

COVID-19 puts Nordic
dealmaking’s recovery on ice

PE has been especially impacted by the pandemic. Buyout
volume dropped by 35% on Q4 2019 levels, while buyout value
has fallen by more than 80% quarter on quarter to €355m from
€2bn. The decline in exits has been just as precipitous, with
value from PE company sales dropping from €1.7bn in Q4 2019
to €105m in Q1 2020.

Nordics
M&A activity, 2017-Q1 2020

Lockdowns in other parts of the world and travel restrictions
have taken a toll on inbound investment, with foreign
investment in the Nordics falling by 68.3% year on year
to €1.5bn, according to Mergermarket reports. Outbound
activity offered one bright spot – the 76 deals worth €10.6bn
announced in Q1 represent one of the most active starts to
a year for outbound M&A from the region. However, early
Q2 data reveals few signs of markets regaining previous
highs any time soon.
Q1’s drop in deal activity has mirrored declines in economic
growth and stock markets across the region. The OMX Nordic
40, an index tracking the 40 largest listed companies in the
region, was down by close to a third after the introduction
of lockdowns.
According to forecasts from Stockholm-based bank SEB,
Sweden, the region’s largest economy, will suffer a decline
in GDP of just under 7% in 2020, despite having instituted
much lighter restrictions than neighboring countries. SEB
believes Norway will see a 7.4% fall in growth, while Denmark
and Finland are expected to record drops in GDP of 10% and
9% respectively.
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COVID-19 disruption has sunk any hopes
of a 2020 rebound in Nordic dealmaking
following a slide in activity in recent years. The
total value of all deals declined from €104.8bn
in 2017 to €88.8bn in 2018, and further still to
€78.5bn in 2019.

Headwinds blowing

Deal volume

M&A activity across the Nordics suffered a steep decline in Q1
2020 as the coronavirus pandemic accelerated and pushed
much of the region into lockdown. Deal volumes fell by 23% to
212 transactions from 276 in Q4 2019, and aggregate value
collapsed by 82.2% to €2.8bn from €15.8bn, the weakest
quarterly figures since 2017.
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Lost potential

Before the pandemic, Nordic dealmakers were expecting
2020 to be a positive year. The market had been sliding in
the last couple of years in the face of Brexit uncertainty and
escalating global trade tensions.
But with the UK’s exit from the EU almost finalized and a
phase-one trade agreement between the US and China
signed off, Citigroup was forecasting Nordic M&A to deliver
at least US$100bn worth of transactions in 2020, with PE
expected to play a key role in the rebound.
COVID-19 has upended these hopes. Rather than pursuing
deals, funds have switched to triage mode by attending
to their portfolios, and vendors have been reluctant to
put assets on the market while valuations are falling.
Several major deals that were in the pipeline have been
called off, and although opportunities to acquire some
assets at lower prices are emerging, dealmakers have
focused on supporting managers running their existing
investee companies and waiting to see the full extent of the
pandemic’s impact on target company earnings.
As it stands, it was the pharma, medical and biotech (PMB)
sector that recorded the largest aggregate deal value in the
region in Q1 2020 at €935m, a slight decline from the same
period last year (€1bn), but a much more precipitous decline
of 63.5% quarter on quarter from €2.6bn. PMB was followed
by TMT (€578m, down from €801m last quarter) and
consumer (€486m, up marginally from €450m in Q4 2019).

Nordics top sectors by value I Q1 2020
EUR (m)

Pharma, Medical & Biotech
TMT
Consumer
Financial Services
Industrials & Chemicals

935
578
486
383
192

Nordics top sectors by volume I Q1 2020
Deal count

TMT
Business Services
Industrials & Chemicals
Construction
Consumer

56
41
39
23
16

Nordics top bidders by value I Q1 2020
EUR (m)

Sweden
Netherlands
USA
Norway
Finland

801
780
275
196
182

Nordics top bidders by volume I Q1 2020
Deal count

Sweden
Norway
Finland
Denmark
USA

69
31
28
28
15
3

PMB’s strong showing can be attributed mainly to the €765m
acquisition of Danish biotech company Glycom by Dutch
chemicals producer Royal DSM, the largest transaction of the
quarter. The consumer sector contributed the second-largest
deal, worth €486m, when Swedish household goods giant
Electrolux announced it was intending to distribute the shares
in commercial equipment maker Electrolux Professional and list
it on the Nasdaq Stockholm.
The next largest transaction saw the Commonwealth Bank of
Australia invest a further €181m in Swedish digital payment
provider Klarna Group, bringing its shareholding to 5.5%.

Life after lockdown

The rest of 2020 is likely to be difficult, though there is some
optimism that activity will rebound as countries lift lockdowns.
Countries in the region have taken different approaches
so far. Denmark was one of the first European countries
to go into lockdown and has recorded some of the lowest
infection rates. Sweden, in contrast, kept schools and nonessential shops open, contributing to a higher fatility rate.
It remains to be seen whether Sweden’s approach mitigates
the threat of a second outbreak, and how quickly Denmark,
Finland and Norway reopen to travelers from countries with
higher infection rates, including neighboring Sweden.
Overall, Nordic health systems have weathered the storm
well. Iceland has successfully implemented a technologydriven track-and-trace system, while Finland and Denmark
have already embedded telemedicine and digital features
into their healthcare provision. How the region manages
its emergence from lockdown will be a key signpost for
M&A sentiment.

Nordics top deals, Q1 2020

1
Dutch chemicals
producer Royal
DSM acquired
Danish biotech
company
Glycom, the
world’s leading
supplier of
human milk
oligosaccharides.

€765m

2
Electrolux
Professional,
the Swedish
commercial
white goods
maker, was
spun off from
Electrolux and
began trading
on the Nasdaq
Stockholm main
market.

€486m

3
Klarna Group,
the Swedish
digital payment
provider known
for its “shop
now, pay later”
online shopping
services,
received new
investment
from the
Commonwealth
Bank of
Australia.

€181m
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Sector Watch:
TMT
Nordics TMT M&A activity, 2017-Q1 2020

TMT was one of the few relatively fertile grounds for
dealmaking in the Nordics in Q1 2020. The sector was the
most abundant in the region by deal volume and the second
largest by value in the first three months of the year, recording
56 deals worth €578m. Deal volume was in fact up on the
previous quarter, and the sector delivered more top-20 deals
(seven) than any other industry.

Deal volume

For instance, Stockholm-based Webbhälsa, which operates
KRY, Europe’s largest digital healthcare provider, was able
to raise €139m, led by the Ontario Teachers’ Pension Plan. In
Norway, online games developer Funcom was acquired
by Tencent for €84m. The Chinese ecommerce giant
already owned 29% of the shares of the Oslo-listed
company. Closer to home, Helsinki-based media group
Sanoma Corp acquired the regional news media business
of compatriot Alma Media for €115m, the second-largest
TMT deal of the quarter.
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The attractiveness of Nordic technology assets was further
underscored by the continued interest of overseas buyers
despite the large overall drop in inbound M&A into the region.
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Nordics’ reputation precedes it

The resilience of the Nordic TMT sector reflects a global trend
that has seen the technology sector endure coronavirusinduced lockdowns better than other industries.
Home working and social distancing have seen consumers rely
on technology more than ever before. The pandemic is likely
to accelerate the uptake of video conferencing, telemedicine
and online retail, to the benefit of technology businesses. The
Nasdaq 100 Technology Sector Index has gained just under
6% this calendar year and is 33% up on a year ago. Large tech
groups have traded strongly, with the likes of Amazon posting
double-digit revenue increases in Q1.
The industry’s robustness should provide a boost for the
Nordics, which has established itself as one of Europe’s most
attractive technology hubs. The region has a reputation as an
early adopter of new technology and has a high GDP per capita,
low university fees and government subsidies for technology
development. This confluence of factors has supported TMT’s
progress across the region.

The coronavirus crisis has also accelerated the speed with
which Nordic tech start-ups can enter larger funding and
customer markets such as the US. Finland’s Oura Health, which
produces wearable devices that track core health metrics in real
time, will have technology tested in US hospitals. Emergency
medical workers will wear Oura’s devices to detect signs of
possible coronavirus infection.
Another start-up, Denmark’s Corti, has made inroads in the US.
The company’s software is used to analyze emergency calls
and help healthcare staff diagnose conditions including heart
attacks and strokes. Since the pandemic’s outbreak, Corti has
also been used to examine data concerning COVID-19 cases.
In a similar vein, Norwegian database business Unacast has
seen its global profile skyrocket after publishing a “Social
Distancing Scoreboard”, part of its broader “COVID-19 Location
Data Toolkit”.
In an M&A market facing exceptional circumstances, investment
into Nordic tech companies is positioned to continue making
progress despite the challenges posed by COVID-19.

Nordics top TMT deals, Q1 2020

1
KRY, Europe’s
largest digital
healthcare
provider,
operated by
Webbhälsa,
raised
funding led
by the Ontario
Teachers’
Pension Plan,
with existing
investors also
participating in
the round.

€139m

2

3

Intending
to grow its
digital news
Tencent
subscription
launched a
base, Finnish
recommended
media group
offer to acquire
Sanoma Corp
all remaining
acquired Alma Copy
shares
to fillin
Media’s regionalspace
Norwegian
news media
games developer
business.
Funcom that
£8888.88
the Chinese tech
giant did not
€115m
already own.

€84m
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About this report
Produced in partnership with Mergermarket, an Acuris company
Editor: Julian Frazer, Acuris Studios

For a full version of the Mergermarket M&A deal database inclusion and
league table criteria, go to: www.mergermarket.com/pdf/deal_criteria.pdf
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