CASE STUDY

Knorr-Bremse: Seeing an AR
future for virtual data rooms
In a 30-year M&A career, Christian Staby, head of M&A at Knorr-Bremse,
has seen due diligence evolve. He worked in management consulting,
investment banking, venture capital and private equity before joining
the Munich-based company in 2014. “When we started using virtual
data rooms they were very restrictive and you couldn’t even download
data,” he recalls. “Now I couldn’t imagine a situation where we would
not use a virtual data room.”
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Improving Efficiency
In recent years, Knorr-Bremse has completed deals all around the
world, from North America to Europe, Russia, South Africa and Japan.
Because of this virtual data rooms have been critically important to
them. “We did a small transaction in South Africa a couple of months
ago. The data had to be in a virtual data room because we would not
have been able to travel down and review the data with local
colleagues and advisers. Data rooms enable us to analyse more data
in a shorter timeframe,” says Staby.
For a corporate acquirer, the focus is on understanding whether the
target’s value drivers will be as strong when the target is part of a
multinational corporation. “Our due diligence is really forward looking.
We need to make sure we really understand the business model and how
integration will positively or negatively affect the company,” says Staby.

Revolutionising Processes
It is not just data that Staby would like to see in the virtual data room.
He cites the example of an acquisition target with operations on
Victoria Island, a large, remote island in the Canadian Arctic Archipelago.
“Augmented reality [AR] could revolutionise due diligence from our
perspective,” says Staby. “When a facility is not easily accessible,
having somebody go through the whole space with a camera, being
able to look at the CAD-CAM (computer aided design; computer
aided manufacturing) files and move the products around, would
greatly enhance due diligence.”
Reducing Risk
Artificial intelligence is on his radar, but Staby is cautious: “In our industry
every contract is unique. You have to go through them all and assess the
scope and risks associated with them, which is difficult to automate.”
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Speed is a big issue, particularly if there is an auction for the kind of
cash-generative business private equity bidders can leverage up. In
December 2018, Knorr-Bremse completed the acquisition of the
commercial vehicle steering business of Hitachi Automotive Systems.
The highly complex transaction took just three months from start to
signing, with further work required ahead of completion in 2019.
“In order to win against private equity, you have to play by their rules,”
says Staby. “You have to accept less safety and security in the process,
go for reps and warranty insurances, and you have to accept a higher
risk level. However, since we have intimate knowledge about our
industries the risk is manageable.”
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