Deal Drivers: France
A spotlight on mergers and
acquisitions trends in Q1 2020

COVID-19 concerns hit French M&A
hard in Q1 2020, but PE proves resilient

However, as the coronavirus crisis took hold, that end-of-year
optimism was dented in Q1 2020. Between Q4 2019 and Q1
2020, French M&A volume fell by by 16%. The 180 announced
deals represented the lowest mark since Q3 2014, and the first
time in the last three years that the tally failed to reach 200
deals in a quarter.
Meanwhile, deal value in Q1 2020 also dropped to €24.6bn –
a quarter-on-quarter decline of 19%. That said, the €24.6bn
recorded in the first quarter of 2020 is more than double the
almost €12bn posted in the same period last year, buoyed by
eight announced transactions worth in excess of €500m, the
same tally as in the preceding two quarters. Only six such
deals were recorded in Q1 2019.

However, the COVID-19 pandemic is likely to bring French M&A
to a standstill for the foreseeable future. At the time of writing,
only three countries (the US, UK and Italy) have logged more
coronavirus-related deaths than France. Neighbouring Germany
has recorded almost as many total cases (147,065 vs France’s
155,383), but deaths from the virus there (4,862) are a fraction
of France’s (20,265) according to international real-time
statistics tracker Worldometer.
Meanwhile, France’s benchmark stock market index, the CAC 40,
lost 27.2% of its value in Q1 2020, falling from 6,041.5 points at
the start of January to 4,396.12 at the end of March, its lowest
level in three years. After extending lockdown measures in April,
the government estimates that France’s GDP will contract by 8%
this year.
Of the 180 deals announced in Q1 2020, almost 24% (43) are
pending. The same is true of 41 of the 215 transactions (19.1%)
announced in Q4 2019, and of more than 9% of announced deals
from the preceding quarter.
As elsewhere around the world, a disquieting proportion of
these deals may yet convert from ‘pending’ status to ‘lapsed’ or
‘withdrawn’. French business confidence, as measured by the
country’s national statistics body Insee, plunged unprecedently
quickly in Q1 2020. Insee’s index collapsed from 104.6 points in
January to 94.7, the lowest level recorded in five years.
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Despite the total number of deals falling
by 6.5% to 215 in Q4 2019, their aggregate
value more than doubled from the previous
quarter to €30.2bn, the highest such figure
since Q2 2017.

Markets and business confidence crumble

DEAL VOLUME

As 2019 came to a close, French deal activity looked to
be buoyant.
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France top sectors by value I Q1 2020
		
Business Services
Pharma, Medical & Biotech
Industrials & Chemicals
Construction
TMT

PE major presence in France’s largest deals

The largest deal of Q1 2020 in France was in the business
services space, which saw Worldline, the listed payment
services provider, launch a tender offer for all shares in rival
Ingenico worth €9.2bn. The deal was announced at the
beginning of February but is still pending completion. In spite
of coronavirus-induced concerns, major shareholders in both
companies are committed to the deal and remain satisfied
with the existing terms, according to Mergermarket reports.
The next biggest transaction – though at €5bn it is markedly
smaller than the Worldline-Ingenico deal – saw veterinary
pharmaceuticals group Ceva Santé Animale reorganize its
shareholding structure by bringing in new long-term
investors. The funding round was led by Singapore’s sovereign
investment fund Temasek, with new investors hailing from
both within France as well as Canada, Japan, and Germany.
The third-largest deal came in the industrials & chemicals
(I&C) space. Les Dérivés Résiniques et Terpéniques, a French
producer of ingredients derived from plant-based chemistry,
is set to be acquired for €1.7bn by Firmenich. The Swiss
perfume and taste company entered into exclusivity with
PE-firm Ardian, asset manager Tikehau Capital and family
shareholders for the deal.
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France top sectors by volume I Q1 2020
		
TMT
Consumer
Business Services
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France top bidders by value I Q1 2020
		
France
Singapore
Belgium
Switzerland
USA

EUR (m)

11,462
5,125
1,864
1,700
1,009

France top bidders by volume I Q1 2020
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Italy
Source: Mergermarket

Deal count

127
10
10
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France top deals I Q1 2020

1
PE firms were connected to four of the top five, and six of
the 10 largest deals in France in the first quarter of this year.
That involvement in such outsized transactions saw the sum
of all PE deals (€11.9bn) more than double compared to Q4
2019 (€5.8bn). However, given the effects of COVID-19 on
the economy, it is unlikely that the Q1 2020 PE spike will be
replicated again this year.

In the current climate, it is unsurprising
that business services, pharma, medical
& biotech (PMB), and I&C were the three
largest sectors in terms of aggregate
deal value in Q1 2020.

Business services contributed €9.8bn worth of deals
(almost 40% of the €24.6bn total in the quarter), PMB for
€6.4bn (26%), and I&C for €3.5bn (14.1%).
However, only business services also fell into the top
three in terms of total volume in the quarter. At 31, it recorded
the same number of deal announcements as the consumer
sector (which came a distant seventh in aggregate value:
€772m), and nine fewer than the 40 deals connected to
TMT businesses (fifth in aggregate value: €816m).

Worldline’s
acquisition
of Ingenico
created
the fourthlargest player
in payment
services
worldwide,
and was the
largest French
acquisition
in Q1 overall,
as well as for
the business
services sector.

€9,151m

2
Veterinary
pharmaceutical
company Ceva
Santé Animale
secured new
funding from
investors,
including
Singapore’s
Temasek
Holdings and
Japan’s Mitsui,
for a new phase
of development
for the
company.

€5,000m

3
Family-owned
Firmenich
acquired
Les Dérivés
Résiniques et
Terpéniques, a
leading global
supplier of
high quality,
renewable
ingredients,
to become
a key player
in renewable
ingredients for
perfumery.

€1,700m

4

Sector Watch:
Business services
France Business Services M&A activity
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Business services was the only industry
to feature among the top three sectors
in terms of both total deal volume
(third, with 31 announced transactions)
and deal value (first, at €9.8bn) in
Q1 2020.

The remarkable size of the Worldline-Ingenico deal, at €9.2bn,
means the total aggregate value of all deals announced in the
industry surpassed by a very considerable margin any quarter
of the previous three years – the next most bounteous
three-month period was Q2 2019, at €5.7bn. Even if one
ignored the Worldline-Ingenico deal, the remaining total of
more than €612m would represent a stark improvement, up
more than 450%, from the lacklustre €135m worth of business
services deals announced in Q4 2019.

DEAL VOLUME

The French business services sector was connected to three
of the 16 largest announced deals of Q1 2020. That included
the largest transaction by far of the quarter – the intranational
Worldline-Ingenico merger – as well as two smaller deals
featuring bidders from overseas. Belgian holding company
Compagnie Nationale à Portefeuille acquired a minority stake
in French satellite-enabled data collection provider Collecte
Localisation Satellites for €264m. The third-largest business
services deal of the quarter saw international PE firm CVC
Capital Partners make a €180m investment in EcoVadis,
a provider of corporate social responsibility ratings and
scorecards, headquartered in Paris.
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France top Business Services deals
Q1 2020

1
In respect of aggregate deal volume, however, business
services has been trending down over the last few quarters.
The sector was involved in 41 deals in Q3 2019, before falling
to 36 the next quarter and declining a further 13.9% in Q1 2020
to 31 deals. That figure also represents a more conspicuous
29.5% drop off from the 44 deals logged during the same
period last year.

In light of the COVID-19 pandemic, one
might expect deal volumes in this space to
continue to slide – in a time of increased
volatility and, in many cases, falling
valuations, sellers will be keen to ward
off aggressive bidders.
That being said, business services is one of the few industries
that forecasters expect to withstand and perhaps even thrive
during and in the immediate aftermath of this difficult period.

Firms specializing in products that support remote working,
for instance, are one class of business service provider that is
flourishing, as employers across many sectors reorient the
way they do business under stay-at-home orders. Even once
those measures are lifted or gradually rolled back, companies
who appreciate the benefits (financial, environmental) of
remote working might continue to put more resources into
those systems for their employees.
M&A data for the coming couple of quarters will be
enlightening. A general decline in total deal values and
volumes seems likely in the business services space – no
one is immune from this ubiquitous upheaval – but it might
be better placed than almost any other sector to rebound
quickly once the worst of this pandemic has passed and
normal service is resumed in France.

Worldline’s
acquisition of
Ingenico created
the fourthlargest player
in payment
services
worldwide,
making it the
largest deal for
the business
sector – and for
France overall
in Q1.

€9,151m
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Compagnie
Nationale à
Portefeuille
EcoVadis, the
(CNP) acquired
leading business
a 66% stake
sustainability
in satellite
ratings provider
technology
for global
Copy to fill
company
supply chains,
space
Collecte
secured funding
Localisation
from CVC
Satellites (CLS) £8888.88
Capital Partners
to support a
to help
new growth
accelerate the
phase for CLS.
adoption of
sustainability
€264m
ratings globally.

€180m
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