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Six overlooked factors  
shaping the region’s recovery

COVID-19 continues to disrupt markets on every 
continent, and Latin America is no exception. 
However, while Q1 held little positive news for 
dealmakers (see the Deal Drivers: Mexico report), 
there are already promising signs on the horizon—if 
you know where to look. 
Recently, Datasite brought together a diverse panel of 
experts—in Latin American corporate law, investment 
banking, private equity and more—for the webinar 
Market Resilience Outlook: M&A in Latin America. 
The panelists hailed from diverse backgrounds and 
locations in the region.  

They shined a light on some emerging trends 
that may not make the headlines but could play a 
significant role in the recovery. 

https://www.datasite.com/us/en/insights/reports/deal-drivers--mexico-h1-2020.html
https://www.datasite.com/us/en/community/events/virtual-events/market-resilience-outlook---m-a-in-latin-america--webinar-.html


Mexico may follow a different 
trajectory than other countries  
in the region. 

Some deals are moving forward, 
albeit looking different than  
in the past. 

“Latin America” can be a useful category for analysis, but it remains an 
incredibly diverse region, with different countries affected by the crisis in 
different ways. How recovery plays out will be dictated not just by infection 
rates in each country, but by variations in the political and economic fallout 
from the virus. 

Several countries were already experiencing political and economic turbulence, 
which the pandemic has exacerbated. Investors tracking these markets remain 
in a holding pattern, waiting to see how things pan out. Mexico, however, with 
its close ties to the global locomotive that is the U.S. economy, looks to be 
following its own path.  

As a major part of the U.S. supply chain, Mexico may 
generate increased activity compared to other Latin 
American countries as it follows the U.S. reopening.  
Already, dealmakers are seeing mounting interest in  
Mexico from foreign investors, in the United States and  
the Middle East in particular. 

Latin American dealmakers are adapting to the new normal, including moving 
negotiations online. For the first time in history, dealmakers are seeing 
startups preparing for IPOs conduct roadshows entirely online. They’re seeing 
lots of creativity as well. For example, a seller that can’t bring investors to its 
manufacturing plant might use drones to record production lines and upload 
the video to the virtual data room (VDR). Companies are also seeking shorter 
timelines for deals or financing to address immediate needs. And, they’re 
uploading more comprehensive data to the VDR—including full due diligence 
virtually—to make it happen.



Dealmakers are  
exploring novel  
deal structures  
to get to the finish line. 

In the medium and long term, the 
pandemic may actually benefit 
Latin American economies as 
companies rethink supply chains. 

In deals started earlier in the year, agreements are changing to adapt to a post-
pandemic world. For example, in Material Adverse Change (MAC) language, 
dealmakers on both sides are negotiating who bears the risk if circumstances 
change between when the deal is signed and when it closes. Buyers are also 
demanding more say in how the target company deals with the crisis during 
that period. Currently, the trend is that buyers assume more risk, as sellers 
want reassurance that buyers won’t walk away due to the pandemic. Buyers 
are agreeing but demanding specific terms if the target is disproportionately 
impacted compared to competitors. 

Buyers are also exploring traditional earn-outs on future performance to bridge 
gaps in valuations when it’s difficult to assess the target. Those periods are 
being extended as much as three to five years—in some cases even longer. 
Some sellers are also demanding “anti-embarrassment” clauses. Here, if the 
buyer re-sells the company soon after the purchase and reaps a significant 
profit, the original seller receives a percentage.

One panelist noted a paper his firm had published in February arguing that the 
U.S.-China trade war would eventually lead to a near-shoring trend for U.S. and 
European supply chains. Now, that timeline has accelerated to the point where 
this is no longer theoretical; it’s happening in real time. 

The panelist estimated that, based on this trend, Mexico could receive up 
to $16 billion per year in additional foreign direct investment—about a 50% 
increase from 2019. Investments like these, as well as closer ties to the U.S. 
economy, could help Mexico and Central America recover more quickly than 
South America.

Mexico could receive up to $16 billion per year in 
additional foreign direct investment.

$16B

https://dkf1ato8y5dsg.cloudfront.net/uploads/9/244/1-tempest-capital-the-us-china-divorce-rise-of-the-mexican-decade.pdf


Valuations of Latin American 
companies may be less affected  
by uncertainty around COVID  
than in other markets. 

The pandemic will  
drive lasting change  
in financial and  
accounting practices. 

Over the years, Latin America has survived all manner of financial, political 
and military disruptions. As a result, these markets tend to be accustomed to 
volatility, and Latin American companies tend to be very un-levered. This has 
proven to be a boon in the current crisis. While the pandemic has impacted 
some businesses severely, many others have seen very little disruption. For 
companies without significant debt commitments, valuations have been little 
affected. Looking ahead, as one of the last capital-constrained regions in the 
world, analysts expect an avalanche of liquidity coming into Latin America from 
investors in developed markets looking for a home.

COVID-19 is already altering how deals are conducted and how EBITDA is 
assessed, as companies must now account for pandemics in their planning and 
forecasts. One major area of need: viable pandemic insurance policies. Very few 
currently exist, and the ones that do have not proven particularly useful due to the 
way payouts are triggered. Insurers will create new products to meet this demand, 
but they will be very expensive. Some companies may choose to normalize EBITDA 
and then add a line item on insurance costs, which will be quite high.
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Source: Based on polling and panelist takeaways from a live audience of 550+ dealmakers.

As Latin American economies emerge from the crisis, Datasite 
will continue working with dealmakers and other experts across 
the region to track emerging trends. For an in-depth discussion 
of Latin America’s recovery and what to expect in the coming 
months, watch the full Market Resilience Outlook webinar.

Stay on top of Latin 
America’s recovery

http://www.datasite.com
https://events.mergermarket.com/market-resilience-lat-am/datasite?utm_source=Datasite&utm_medium=Email&utm_campaign=Datasite_Email

