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Executive Summary

For all the advances in recent years, just how digitally mature and
technologically sophisticated is the M&A, due diligence and asset
marketing process in Brazil?

Moreover, what does the process look like today, and how might
technology and accelerating digitization change the dealmaking
process over the coming years?

These are some of the key questions we wanted to investigate and
answer in this research, which involved surveying 100 Brazil based M&A
practitioners from corporates, private equity firms, investments banks,
law and professional services firms, for their views on the subject.

The respondents, who form part of a global survey of 2,235 practitioners,
not only provide insight on the current and future state of the dealmaking
process, their responses reveal some interesting regional similarities and
differences in opinion.




What level of digital maturity and technological sophistication Brazil

For instance, most Brazil practitioners today assess that the would you assign to the M&A process at your company? W uUs
digital maturity and technological sophistication of the M&A On arating between O (Low Level) to 10 (High Level) Global
process at their company and industry-wide is at a medium level, -
and expect this to rise to a high level in four years’ time. 76% 78% e
60% 63%
Yet, while most (66%) of them believe a high level will be achieved
at their company come 2025, they are the least confident of this o 33% 36%
among their North and Latin American peers. Some 80% of 18%
Colombia practitioners, for instance, believe a high level will be 10% 9% B . = -
achieved in four years’ time. o% o o
Low Medium High Low Medium High
(Rated between 0-3) (Rated between 4-6) (Rated between 7-10) (Rated between 0-3) (Rated between 4-6) (Rated between 7-10)
So, what’s holding Brazil practitioners back? Similar to elsewhere, 2020 2025
most (68%) say financial or investment constraints is the main
barrier to their company adopting M&A process related digital
technologies. Also hindering development is integrating new Generally, what have been/are the main barriers to adopting Brazil
technologies with existing technology infrastructure and systems, new M&A process related digital technologies in your company? H Us
a key barrier for 55% of Brazil practitioners - the highest Global
percentage across the Americas. . e

73%

45% 46% 47%

4%
.
Financial/ Security/privacy Company culture Integrationwith Talent/expertise Organizational Training and

investment existing systems structure enablement
constraints and tools




Big data, Al and ML, and blockchain to Which of the following technologies do you think will have the most W Brazil

enhance M&A processes transformational impact on the M&A process in the next five years? W us
Technological advancement is, however, happening. And over Global
the next five years, most Brazil practitioners, believe that s 33% w0
technologies such as Al and machine learning, big data, and 28%
blockchain, could potentially have the most transformational 5% — 2%
impact on the M&A process. 2%
15% o

In practice, of course, technology can help improve many 2% = 1% l2% ) 11%
different stages, and for Brazil practitioners, they believe due 7%
diligence, the most time-consuming phase, could be enhanced
most by new technologies and digitization. ] ) _

Big data Al and machine learning Blockchain CRM (i.e., relatlonshlp Cloud

mapping) platforms

Indeed, most Brazil practitioners expect technology to enable
greater analytical capability, and security, in the diligence process

over the next five years. In particular, they are also placing greatest Which of the following would help accelerate the due diligence B Brazil
hope in Al and machine learning technologies, including as part of process the most? B us
virtual data rooms, to speed-up the due diligence process. 35% 35% Global
. . 29% 299 _30%
They also see these technologies and others helping to 26%
improve data management and communications, analytics
and reporting, and scenario analysis. 18%
17%
o 12%  12%
11% 10%
e » 6%
. . 2% 2% 3%
T
Harnessing Al and Accessing avirtual data Standardization A smaller more Alarger due De-regulation
machine learning room with Al and of documents and specialist diligence team in certain areas
technologies (to review machine learning processes due diligence team
and analyze data) technologies
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What’s more, these technologies have similarly beneficial uses
in asset marketing, and could help address some of the key
challenges in this process, such as a lack of insights on buyer
behavior across mandates, according to 51% of practitioners.

Without doubt there has been some significant technological
advances across the M&A process in recent years.

Yet, in the next five years and beyond, there is an expectation
among Brazil practitioners, that both established and emerging
technologies, perhaps built-in to the next generation of virtual
data rooms, could digitally transform key areas of the process.
They may even transform the process entirely.

When marketing an asset for sale, what is most challenging?

56%

o
52% 50%

Lack of insights on
buyer behavior across
mandates

30%

27%

21%

Poor visibility on
activity around
specific projects

14%
11%

5%
]

Provision of client
information on project
status

9%
8%
. 6%

The inefficiency and
manual nature of the
process

Brazil
B us
Global

3% 3%
2%
L

Watermarking and
emailing teasers,

NDAs etc
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2020 The Current State of M&A in Brazil

-
p. R .
Maturity and
sophistication

—_— ==
.

of Brazil practitioners
assess a medium level of
digital maturity and
technological sophistication
in their company’s M&A
process. Some 79% of
practitioners assess the
same level industry-wide.

Barriers to
digitization

of Brazil practitioners say
financial or investment
constraints are one of the
main barriers to their
company adopting M&A
process related digital
technologies.

Diligence
speed

B
D40

of Brazil practitioners
say due diligence
takes on average 1-3
months to complete on
a successful deal.

Enhancing
diligence

of Brazil practitioners
believe that due diligence
could be enhanced most
by technology and
digitization.
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Technology
upgrade

of Brazil practitioners say
inadequate technology
supporting them in their
role is the factor that slows

the due diligence process
the most.
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2025 The Future State of M&A in Brazil

Advanced gnoat#irsi;%gti on Diligence Transformational Al-enabled
analytics | ev'%l . speed tech analysis

6% B 34% 33%

of Brazil practitioners of Brazil practitioners of Brazil practitioners of Brazil practitioners expect of Brazil practitioners
believe new technologies assess a high level of digital believe due diligence on a Al and machine learning believe harnessing Al and
should enable greater maturity and technological successful deal will technologies to have the machine learning
analytical capability in the sophistication in their accelerate to 1 month or most transformational technologies, would help
due diligence process over company’s M&A process less in five years’ time. impact on the M&A process accelerate due diligence
the next five years. come 2025. Some 68% of over the next five years. the most.

practitioners assess the
same level industry-wide.
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Case Study
UBS BB Investment Bank

News ways to uncover new insights

If the success of an investment bank’s M&A business is partly defined by the
relationships it has with the corporate sector, another part is the quality and
depth of advice.

Good advice tends to come from raw dealmaking experience and expertise.
Yet it is also increasingly coming from sophisticated analysis of vast swaths of
economic, consumer, and other forms of data.

For Daniel Bassan, CEO of UBS BB Investment Bank, a joint venture between
UBS and Banco do Brasil, new insights from deep dive data analysis can often
provide an edge over their rivals.

In fact, Bassan says some of data insights his M&A bankers have been armed
with from UBS Evidence Lab - a sell-side team of experts that work across 55
specialized labs creating insight ready data-sets — has partly contributed to
the investment bank winning mandate pitches.

“M&A will remain arelationship driven business, but there is much more
information we can now bring into how and what we advise clients. Whether
this means advising them to go for a deal or pull back, some of the insight we
can access enables us to provide more and better-quality advice”

UBS BB Investment Bank
is a joint venture between
UBS and Banco do Brasil
to provide investment
banking and institutional
brokerage services in
Brazil, Argentina, Uruguay,
Chile, Peru and Paraguay.

Daniel Bassan
CEO

3 UBS



Other investment banks may have something similar to UBS
Evidence Lab. If they don’t, they should.

The experts in the lab essentially turn data into evidence by
applying a combination of tools and techniques to harvest,
cleanse, and connect billions of data items each month. The
library of assets, covering over 5,000 companies of all sizes,
sectors and regions, is designed to help answer some of the big
questions that matter to the investment plans of companies and
institutional investors.

So how does it work? Bassan provides a simple example based on
the type of geospatial analysis that UBS Evidence Lab can run.

“The lab provides us with tools that help us understand
cannibalization and the competitiveness of stores in retail,”
he says. “So, for instance, if a drug store chain in a country is
looking to buy another chain, we can use this type of analysis
to show which chain might be the best fit based on the extent
of the overlap in stores across locations. The smaller the
overlap, the more attractive the deal.”

Such insight can prove valuable, especially in the initial phase
of M&A, when a buyer is in the process of working out whether
a potential deal could work or not.

“Ahead of committing, this type of insight can be very
important in that go, no-go decision,” says Bassan.

Human instinct for a deal can be important, too. But it should
probably be weighed against the type of objective evidence that
advanced data analysis like this can deliver.

This is perhaps the ‘new science’ in the art and science of
dealmaking, ultimately something that improves the depth
and quality of the advice advisors can provide.

It is this benefit that Bassan sees as the most important of
technological advancement in M&A.

“We have seen a lot of acceleration in the time it takes to run
due diligence because of technological development, which is
enabling information to be shared faster than ever,” he says. “Al
could potentially expedite the process a little bit more. But while
speed is important, more important is being able to enhance the
quality of information and advice we provide.”

He adds that no matter what technology is being used
throughout the process, people will always take the time they
need to make what they feel is the right decision for them.

“Rarely do you find two people on either side of a deal that want
exactly the same thing. Negotiations take time.”
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Case Study

Cescon Barrieu
Innovations that increase speed and efficiency Where before, all executio ocuments would -
need to be printed and the n by the lawyers
or legal representatives, th or"n‘mgnatures has Cescon Barrieu is one of
Sometimes it’s the simplest digital solutions that can have the changed this. Brazil's leading law firms,
consistently ranked among

biggest impact.

the nation’s top legal
advisors across industries

In the past year some of those solutions in M&A have included “Now, electronic signatures have been accepted and are and practice areas.
video conferencing, using mobile video technology and drones considered legally binding, which has allowed for the law firms to

to progress transactions and ultimately get deals done. But one agree on final versions and circulate a pack of documents through

solution, perhaps the simplest of them all, that has had a big the signing platforms and have people signing it simultaneously,

impact on Brazilian M&A is the electronic signature. no matter where they are,” says Bueno.

While more widely used in M&A in some markets such as the US, .

Cristina de Freitas Bueno, Partner at law firm Cescon Barrieu in This means Brazil is now more in line with the US, f ple,

re the practice of exchanging PDF signature pages, held in

by lawyers, i ommon

Sao Paulo, says the greater use of electronic signatures in Brazil
is a key reason why the execution and closing procedures on
transactions was transformed last year.

Cristina Bueno
Partner
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In addition to this, Bueno says that the long drafting sessions
have, for now, been replaced by virtual meetings, which have also
brought greater efficiency to the execution and closing process.

These tech solutions have clearly supported practitioners in Brazil,
as elsewhere. But even before they were forced to seek digital
solutions, how digitized were some of the areas and processes?

Bueno says digitization has been increasing, and especially in
some core areas such as due diligence.

She says Cescon Barrieu and some other law firms in Brazil are
already using software and Al robots to “review contracts and
check for inconsistencies in the public certificates of claims and
the list of claims indicated by the sellers.”

Using such technology to review and assemble deal documents
has increased process efficiency, but that can depend on how
these applications have been set up and run, says Bueno.

“Lawyers need to be trained and be aware that there may be flaws
to be adjusted. Our experience proves that technology is, and can
be helpful, but it needs to be used with caution,” she says.

Looking to the future, Bueno, a former investment banker
at Goldman Sachs and UBS, says she believes that greater
standardization could unlock further innovation.

This could include software applications being capable of
producing first drafts of some of the simpler agreements, which
may only require some minor adjustments before being shared
between parties. Such innovations would increase speed and
efficiency in the process even further.

What this shows is how the Brazilian M&A market is evolving.
The process around transactions is becoming ever more
digitized and innovative, and the pace of change is accelerating.




Datasite with you every step of the way

:. Deal :. Due :. Negotiation :. Value

marketing diligence capture

The M&A Lifecycle

Datasite Outreach
Improve every aspect of the deal
marketing process. Whether
compiling buyer lists, executing

email communication, or managing

NDAs, Datasite Outreach is your
essential resource for driving
deals faster than ever.

Learn more .=

Datasite Prepare
Accelerate deal preparation

and get to deal outcomes faster
in a single app. With Al indexing,
smart categorization, redaction,
and VDR integration, Datasite
Prepare brings you into due
diligence with one click.

Learn more :l

Datasite Diligence
Anticipate any roadblock you
may face with Datasite Diligence.
Set up your VDR faster than ever

while gaining access to leading
features and expert support to
keep your deal moving forward
in any situation.

Datasite

Learn more .=

Learn more .=
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Research Methodology
Brazil

The analysis in this report is based on the survey responses from By seniority, board and executive management level executives

100 Brazil based M&A practitioners. These responses formed comprised 16% of respondents, with managing partner,

part of a larger global survey of 2,235 M&A practitioners. managing director and partner level executives comprising 33%.
Director, principal, associate level executives comprised 51%.

By institution type, respondents were evenly split between

companies and private equity firms (50%), representing M&A The global survey was conducted by Euromoney Thought

clients; and investment banks, professional services and law Leadership Consulting between February and April 2020.

firms (50%), representing M&A advisors.
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Research Demographics
Brazil

Percentages in the following charts are rounded to the nearest 1%.

Which of the following best describes your position?

26%

14% 9% 7%

Partner Managing Executive
Partner management
level executive

Principal / Associate / Analyst

Company type

26%

24% 1%

Corporate Private equity firm Accountant
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Digitization Of these key areas or O

stages, which do you

B raz I | believe could be enhanced 0 e e

most by new technologies
and digitization? i 3% S

13% Strategy
10% Asset marketing

What level of digital maturity and technological 5% o .
. e R . eal preparation
sophistication would you assign to the M&A process? 4% negotiation
On arating between 0 (Low Level) to 10 (High Level) 2% Post-merger integration
0% Exit
Industry wide 0% Closing

Currently R34 80% 12%

In 5 years’ time 33% 67%

In the context of a M&A
transaction, how do you expect
technology to change the due
diligence process over the next
currently JE0 76% 14% five years (to 2025)?

Your company

In 5 years’ time 33% 67%

New technologies should...
[ Enable greater analytical capability
B Enable greater security

Simplify the entire process

Low Medium High Reduce the total deal (resources and time) cost

(Rated between 0-3)  (Rated between 4-6)  (Rated between 7-10) B Make it faster to close deals
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Due Diligence Process Which of the following

factors tends to slow the due

B raZ I | diligence process the most?

I Incomplete or inaccurate deal documents
and information

B Inadequate technology supporting the process
Document or contract review and analysis
Poor communication between parties
Insufficient number of people involved
Regulatory compliance

Too many people involved

From sourcing a deal to deal completion, how much time
on average does due diligence take on a single successful

M&A transaction?
Which of the following do you believe technology could help
1%| 9-12 months 0% improve the most?
29 6 - 9 months | 1% Secure end-to-end process, data management and comms [ 71514
0 (]

Analytics and reporting Ww¥&Z

27% 3 - 6 months | 2% Reviewing and analyzing contract text

Running multiple scenario analyses or financial modelling

66% 1 - 3 months Virtual data room access control

(] -

Visualizing financial performance data
Collaboration

4% 1 monthorless 58%

Document redaction 2%

Currently In five years’ time Rights management = 1%
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D u e D i I i g e n Ce CO n ce rn s As a consideration in M&A due diligence, assess

) the importance of the following issues:
Brazil

Environmental, social and governance (ESG)

What is the most common 5years ago g 5% e
issue uncovered in due

diligence that causes the

withdrawal from a deal? Currently

]
1%

[ Data or cyber security concerns In 5 years' time L0 96%
B Financial weakness or fragility
Excessive valuation

Financial irregularities

M Leadership concerns . ) o ] )
B Regulatory non-compliance Data privacy regulation (e.g.: Brazil’s General Data Protection Regulation)
M Staff concerns 5 years ago e e o0
Have you worked on  ESG credentials Currently
M&A transactions a%  21% 1% 2%
that have not
progressed because In 5 years' time
of concerns about a Compliance with data privacy regulations
target company’s: 2% 65% 33%

| | |

Slightly important/ Moderately Very important/
W No W Yes B Don't know Not important important Important



Asset Marketing and
Acquisitions
Brazil

When marketing an asset for sale, how efficient and
effective is your company’s current process of identifying,
marketing to and tracking potential buyers?

73%

22%

5%

Very low/low level Medium level High/very high level

When marketing O

an asset for sale,

what is most O Lack of insights on buyer
. behavior across mandates

challenging?
I % Poor visibility on activity
around specific projects
140/ Provision of client information
O on project status
80/ The inefficiency and manual
0 nature of the process

0/ Watermarking and emailing
2%

teasers, NDAs etc

What tools do you use today to execute the workflow of the due
diligence process on a potential acquisition target?

Email [2]53)

Excel spreadsheet 86%

Off-the-shelf file-sharing software

Project management/
Document management/Collaboration tool
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About this report
The survey was conducted by Euromoney Thought Leadership Consulting
between February and April 2020.

Thought Leadership Consulting specializes in creating original, authoritative and
impactful thematic research and content for global business and finance leaders.
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