SPAIN &
PORTUGAL
Vol. 2

TRANSACTIONAL

IMPACT

MONITOR
Special Report
24 April 2020

www.TTRecord.com

Transactional Impact Monitor: SPAIN

TTR SPECIAL REPORT
TTR’s Transactional Impact
Monitor is a Special Report
combining local knowledge
and market visibility from
top dealmakers developed
to address extraordinary
situations affecting the
macroeconomic stability and
M&A outlook in core markets

Index
SPAIN
• M&A Outlook
• Private Equity
• Equity Capital Markets
• Handling the Crisis
PORTUGAL
• M&A Outlook
• Private Equity

24 April 2020

Headlines across the world have begun to shift from the
threatening global pandemic to the grim economic outlook
facing countless countries grappling with the need to lift
restrictions on business activities and resuscitate the livelihoods of their citizens.
Despite a two-week extension of the state of emergency that
has kept residents locked inside their homes since mid-March
until at least 9 May, Spain faces the same need to get its people back to work without succumbing en masse to SARS-CoV-2.
All indications suggest a tough road ahead. The Bank of Spain
projects a fall in GDP of between 6% and 13% and a public
spending deficit as high as 11% in 2020, with a rapid, V-shaped
recovery increasingly unlikely.
“Six percent is out of the question,” Deloitte Partner and Head
of Private Equity Tomás de Heredia told TTR. Though there are
some sectors performing quite well, including agriculture and
food manufacturing, Spain’s heavy dependence on tourism
and construction will slow the recovery, Heredia said.
If hotels aren’t permitted to open until September, according
to the most likely scenario under discussion, Spain will lose
a large chunk of its GDP over the next several months as its
peak tourism season falls flat, Heredia noted.

In the construction industry, building already underway will
carry on as restrictions are lifted, but investors are not likely
to bank on new projects, he added. “I don’t see any real estate
developer starting something from scratch now without the
certainty that they will be selling in 24 months.”
In the first few weeks of the crisis, there was a sense that Spain
was falling into a black hole just like Italy, said Pérez-Llorca
Founding Partner Pedro Pérez-Llorca. Spain transitioned
quickly from a growing market nearing the end of the economic cycle into a state of emergency harboring a very serious
problem, he said. It was initially seen as a local problem, he
noted, but within a few weeks, that emergency spread to the
most important markets in world: the UK and the US.
With 22m newly unemployed in the US, the largest source
market for capital under management has its own problems,
Pérez-Llorca pointed out. “Strategic investors that had been
considering investments in Spain, now have too many problems at home to look at cross-border deals,” he said. Add to that
the restrictions on foreign investment passed by the Spanish
government to protect the local market and the outlook for
inbound deals in the short-term is complicated, he said.
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“Strategic investors that had
been considering investments
in Spain, now have too many
problems at home
to look at crossborder deals”
PEDRO PÉREZ-LLORCA
PÉREZ-LLORCA
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The word, in terms of politics and economics, is uncertainty, said Heredia. As
long as you have some certain kind of
environment, whether it’s good or bad,
people will adjust their investment strategies. The worst thing that we are seeing
is that the government is not giving the
necessary certainty. “One day they say
kids will return to school, the next day
they say they won’t,” said Heredia. “They
say businesses can reopen, then they say
they can’t,” he added.
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Auriga Global Investors Head of Derivatives
and Alternative Investments Diego García
de la Peña said his clients and portfolio
companies were indeed desperate for
clarity on the duration of the lockdown.
“If the confinement lasts only three
months, restaurants can recover. It will be
three months of write-off, of zero sales,
and then we’ll hit bottom with a bad, but
more or less manageable, outlook for
2020,” said García. “If the measures are
extended, or if there’s another wave in
October, anything to do with food and
beverage and tourism – those sectors
will face restructuring,” García said. “The
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duration of the confinement and the resolution of the health crisis are key.”
“We hope that over the next two weeks,
at a maximum, all this will be cleared up,”
Heredia said. “Everyone was expecting
that the economy would recover before
the summertime. Now everyone factors in
that growth will recover after the summer.”
The unemployment rate in Spain, like in
many other countries, “is going through
the roof”, meanwhile, Heredia noted, and
though there’s no official data because
the government considers this a temporary situation being contained with public
funds, there’s uncertainty over how long
this will endure and people are depleting
their savings.

be good, Heredia said, and as soon as
tourism starts flowing, the economy will
pick up overall. Companies have stronger
balance sheets than they did in the global
financial crisis of 2008 and the government is providing liquidity; demand will
come back next year, he said.
The retail industry, meanwhile, will see
a contraction once everything opens up
again, Heredia noted, and companies
will begin cutting costs by closing the
last points of sale they opened, which
tend to be those secured at higher cost
in poorer locations when retail space was
scarce. Companies will start scaling down
their retail platforms to where they were
two years ago, he said, noting that the
shift towards e-commerce accelerated
by the crisis will further contribute to a
scale-back.

“I can only see growth ahead.
We are now at the trough;
investors already discount
this year and there is
only one way to go:
up. We cannot get
worse”

e-commerce. “Those verticals are covered
locally, but at a much smaller scale.”
Despite the confounding limbo crippling
the country, Heredia said he had a positive outlook for the medium term. “I
can only see growth. We are now at the
trough; investors already discount this
year and there is only one way to go: up.
We cannot get worse.”

M&A OUTLOOK
Prospects for M&A deals in Spain are looking brighter for 2H20, TTR sources agreed.
While many sectors face catastrophic
thinning as they hold out for an easing
of restrictions that brings respite and
renewed relevance, others will emerge
from the crisis with confidence and cash
to close deals.
Deloitte’s pipeline of transactions is looking buoyant because of the demand for
essential consumer goods and services,
but the firm has actually been advising
some clients to put deals on ice, said
Heredia. With so much uncertainty there’s
too much risk, he noted. “We decided to
close shop for two processes to finish
2020 and see whether we go back to the
market,” he said.

TOMÁS DE HEREDIA
DELOITTE

Four-to-five months down the road, when
people go back to work, a lot of companies
will reduce their workforce and people will
devote their savings to the most critical
needs: education for their children and
groceries, he said. “Obviously, there will be
a recovery next year, but I don’t see many
people buying second homes. That’s going
to drive down everything,” he said.

DEALMAKER CONFIDENCE (Next 12 Months)

Tourism will not begin to recover until the
fall, and construction will remain sluggish,
Heredia said. “Our view is that hotels won’t
be reopened until September or October.”
Next year, without a doubt, tourism will

The great winner in Spain is Amazon,
Heredia said, noting that within specific niches there were smaller Internet
companies, including wine and grocery
distributors, capitalizing on the shift to
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Other processes are going ahead, meanwhile, because they either have one trade
buyer on the other side or because the
company’s sales are holding firm. Retail
and some healthcare deals have been
stopped, he said, while hospitality and
tourism is “dead”. Manufacturing transactions continue, “as long as it’s not
manufacturing for the automotive industry,” he said.
“The bottom line is there has to be a fit
between buyer and seller,” said Heredia.
“It cannot be only a financial transaction;
if there’s some strategic rationale behind
www.TTRecord.com

“Foreign companies have been
approaching us looking to
find opportunities in
Spain at the same
pace as before”

companies, sadly, will have disappeared.
The market is going to be an opportunity
for those that want to consolidate.”

FERNANDO CABOS
IMAP ALBIA CAPITAL
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the transaction, then it goes forward, but
if it’s a private equity that just needs to
buy one company or the other, it’s not
going to happen.”
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“The only two business segments where
we have seen continuity and optimism are
tech and energy,” said Pérez-Llorca. “There,
the common spirit has still been optimistic
and people are still looking towards closing deals.” Renewable energy, specifically,
as well as life sciences, will emerge from
the crisis very strong, Pérez-Llorca added.
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Despite Heredia’s concern about the general economic climate in Spain, he said
he sees very good scenarios for a lot of
M&A activity as soon as the dust settles.
“By settling the dust, I mean once you
start delivering numbers about what was
going on when you can look back.”
Companies will look for partners, he
said, rather than buyers. If a company
is in good shape, and many of them are
after learning some hard lessons as they
recovered from the 2008 crisis, there will
be a lot of good opportunities ahead to
consolidate the market. This would not
be the right time to find a buyer, Heredia
said. “After this thing has passed, lots of

The new scenario will bring new opportunities, agreed IMAP Albia Capital Partner
Fernando Cabos. Corporations will need
to divest to get additional cash, companies
under financial stress will also need to dispose non-core assets or bring an investor
on board, he said. “Many smaller companies, some of which had been reluctant to
abandon their independence in the recent
past, have been shaken by the crisis and will
be more open to be part of a bigger group
to become sustainable,” Cabos added.

“Many smaller companies, some
of which had been reluctant to
abandon their independence
in the recent past, have been
shaken by the crisis and will be
more open to be part of a bigger
group to become sustainable” FERNANDO CABOS

“If you are an entrepreneur and you want
to do something in the next few years,
partner up, reinforce your balance sheet
and consolidate, advised Heredia. “Then
think about an exit three, four or five years
down the road.” In the short term, private equity funds won’t pay as much and
leverage ratios won’t be as high, he noted,
which will push down valuations.
Though his transactions are for the most
part on hold, Cabos said he too was
optimistic about the prospects for M&A
activity as there will be plenty of new
opportunities and liquidity is abundant.
Foreign investors haven’t lost interest in
Spain, despite the new regulations, Cabos
said, and especially those based in the EU

Leading Subsectors by Deal Volume
Year to Date (to 24 April)

Change relative to
1 Jan - 24 April 2019

Source: TTR - Transactional Track Record

that aren’t subject to it maintain a healthy
appetite for acquisitions.
“Foreign companies have been approaching us looking to find opportunities in
Spain at the same pace as before,” he said,
noting only one of those approaches was
pursuing special situation opportunities.
Notwithstanding improving prospects on
the medium-term horizon, 2Q20 is sure
to be a washout across the board. Deal
volume in Spain’s real estate industry,
typically the most active sector for M&A,
is down 35% YTD, while technology transactions have fallen 9%, financial deals are
down 16% and consultancy, audit and
engineering deals are down 37%. Inbound

“If you are an entrepreneur and
you want to do something in
the next few years, partner up,
reinforce your balance sheet
and consolidate. Then think
about an exit three, four or five
years down the road” - TOMÁS HEREDIA

deal volume led by US-based buyers fell
39% YTD, meanwhile, with private equity
transactions down 57% to 24 April over
the same period in 2019.

PRIVATE EQUITY
From the private equity and M&A perspective, there has been a very visible
change after seven strong years, said
Pérez-Llorca. Transactions have been paralyzed; funds have been more focused on
their own portfolios, since a number of
urgent situations have come up, he said.
For private equity funds that rely on debt
to execute their deals, the new restriction
on foreign investment will constrain their
ability to leverage given the finite window
within which financing is typically committed by the banks, Heredia said. Setting
the threshold at 10% for these sweeping restrictions guaranteed that virtually
all inbound transactions are subject to
scrutiny. What began as an attempt to
protect the major listed companies ended
up being a moratorium on most foreign
investment, he said.
Private equity funds are going to go for
value rather than for higher returns,
Heredia said, meanwhile. “There is so
much fire power on the private equity
side. They need to deploy that capital and
one thing they learned from the 2008 crisis is that those that deployed capital first
were the winners.”
In addition to accepting more moderate
returns, private equity funds will need to
www.TTRecord.com

be increasingly flexible in the structures
they offer, said Heredia. “They all need
to be flexible. If they can’t adapt their
structure to what the targets may require,
there will be no deals.”
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“On the advisory side, we have seen activity pick-up significantly on the debt desk
over the past four weeks, with a widening of loan spreads,” said Auriga Global
Investors’ Diego García de la Peña.

4

Auriga has a special situations fund with
which it participates alongside other
co-investors on select deals, he noted. The
firm’s investments in logistics hubs for
big e-commerce companies like Amazon
are holding up well, despite having been
affected operationally, while real estate
investments have slowed down, he said.
One of Auriga’s clients, a big internationalized winery focused on distribution which
serves the hospitality industry is facing a
brutal liquidity crunch with receivables
worth EUR 3m, of which only EUR 80,000
has been paid, García noted. “Everything
related to restaurants, bars, tourism,
we’re seeing a lot of ssuuffering there,
and a lot of uncertainty.”

Another portfolio company, meanwhile,
has drawn all its revolving credit facilities since the beginning of March, García
noted. “If they stop all activity, they can
survive for a year,” he noted, adding,
“Access to capital is vital.”
Those that were in a position of financial
strength will survive. Those that were in
a more complicated situation will suffer.
“The strong in this situation will consolidate sectors, consolidate countries,”
he said.
Crises lead many large companies to
bankruptcy, but the bigger players are
better prepared than their smaller peers,
not only to withstand the downturn, but
also to take advantage of the new scenario, agreed IMAP Albia Capital Partner
Fernando Cabos.
“If the lockdown lasts only a short time,
I’m optimistic,” said García, adding,
“We’ve always done well during market
disruptions; a lot of things will be revalued.” It’s going to be a very good time for
debt transactions, much better than for
equity, García said, and it’s going to be
a spectacular time for those that can be
flexible with their capital structure and
offer equity, mezzanine debt and convertible financing instruments.
Funds that have a pure mandate will find
a more complicated investment environment, he said. If you can invest in a
company that has a little bit of financial
stress and resolve a specific problem and
then exit in a year, that kind of agility will
be rewarded, García said. If your mandate
requires a minimum hold period of three
years, on the other hand, that constraint
could limit your involvement in a lot of
potential deals. Hedge funds and private
equity funds with a broad mandate or
with a range of different products and
strategies will have a lot of opportunities
at hand, including saving portfolio companies held by other funds, he said.

Those funds that have restricted their
investments to controlling positions will
start to do minority investments with
stronger shareholder rights agreements,
Heredia agreed. If the deal is good, people
will be flexible. There will be a scarcity of
good assets and as soon as good assets
show up, everyone will jump for that,
Heredia said, noting, “There is much more
money in the market than good assets.”

“We have seen activity pick-up
significantly on the debt desk
over the past four weeks,
with a widening of loan
spreads”
DIEGO GARCÍA DE LA PEÑA
AURIGA GLOBAL INVESTORS
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It will take more time to close deals involving companies in good shape, though,
as multiples will drop due to a higher
perception of risk, whereas owners will
remain in the pre-pandemic valuation
mindset, said Cabos.
Though many companies are facing a
liquidity crunch, distressed investors
will be very selective, said Heredia. “The
situation is very different than in 2008.
Obviously you can buy non-performing
loans, distressed real estate, but I don’t
think there will be as much activity.”
This will be a period for portfolio companies to carry out consolidation processes
in an environment in which many

companies in their industries have weakened, said Cabos.
Before they look at targets, however, private equity funds need to get their own
house in order, a task that varies in difficulty by sector and by the health of
their portfolios, sources said. “All private
equity funds have been looking internally
over the past month, delivering reports
to their investors and running scenarios
on how the situation affects their portfolio companies,” said Heredia. Their
decision-making at this stage is governed
by the need to cut expenses, cut capital
expenditure and improve operational
efficiencies, he said. The vast majority of
fund managers are taking a wait-and-see
approach as they support management
to handle the situation as best as possible
until growth resumes.
There is no shortage of liquidity in the
market to deploy once the health crisis is
under control, sources agreed, and public
funds will play a crucial role in reinvigorating the economy if disbursed effectively.
Deloitte serves as exclusive advisor to
the government of Spain for its FondICO mechanism launched following the
2008 crisis to spur economic growth and
job creation in the economy by investing in private equity, Heredia noted. The
Spanish government will run two tenders
in 2020 with EUR 200m available in each
to be injected into private equity funds,
Heredia said. “All the private equity funds
have called us saying they want to participate in the next round,” he said. “That is
the best feeling we have.”
Deloitte has run about a dozen tenders
since the Fond-ICO program was launched
with more than EUR 2bn deployed by the
government, leveraged up to EUR 5bn.
“That provides firepower for Spanish
companies to buy other companies or
grow internationally.”
www.TTRecord.com

It’s up to companies and their advisors
to convince fund managers that there
are good projects to invest in despite the
overwhelming uncertainty in the market,
said Cabos. “If we succeed in doing so, all
those funds can reduce the duration of
turmoil and speed up the recovery.”
Companies that have proved to be resilient or have strengthened their position
during the crisis, will be in high demand,
meanwhile, Cabos said, as there is massive liquidity in the private equity market.
That said, not many portfolio companies
will meet these criteria, he noted, and generally speaking, exits will be postponed.

EQUITY CAPITAL MARKETS
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As the stock market plunged in midMarch, the government of Spain imposed
a restriction on foreign direct investment
by buyers from outside the EU in which at
least a 10% stake is in play. “Those acquisitions that were underway have been
halted. That is the reason why private
equity activity has decreased so significantly,” Heredia said.
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“The government was dealing with the
health crisis, trying to get a handle on the
economy and all of a sudden, calls were
made saying this investor is interested in
this listed company. They hastily said, ‘I
don’t have time for this now; let’s issue
some law. If this thing goes on for four
months, I will deal with that’,” Heredia
explained.
“First they thought about sensible sectors, like tech, telecom, healthcare,” said
Heredia. “Then they said, ‘that is not
enough, let’s issue a law to prevent those
buyers to buy any company. They will have
to come through us.” There’s no set timeframe for reviewing such transactions,

Regulatory Monitor

Spain Suspends Liberalized Legal Framework Governing FDI
The government of Spain issued Law 8/2020 on 17 March, which suspends the liberalized regime governing foreign direct investment (FDI)
by virtue of the state of emergency exerted to control the Covid-19 pandemic.
• The new law, which modifies Law 19/2003
under Article 7b, requires prior authorization
by the Council of Ministers for any acquisition
in which a non-EU resident acquires at least
10% in a local company, or otherwise exerts
effective control Spain-based.
• The restriction applies also to bidders based
in the EU that have non-EU resident shareholders owning 25% or more of the acquiring
entity’s total share capital.
• The new law was devised to protect industries of strategic national interest with the
potential to impact civil order, national security and public health, namely:
• Critical infrastructure, whether physical or
virtual, including energy, transport, water,

Heredia noted, but it will take a very long
time under current conditions. Until this
situation has been addressed, the government will not lift that ban, and when they

health, media and communications, data processing or storage, aerospace and defense,
electoral or financial, as well as real estate
assets related to such infrastructure;
• Critical technologies, including artificial intelligence, robotics, semiconductors, cyber
security, aerospace, defense, energy storage,
quantum and nuclear technologies, as well
as nanotechnology and biotechnology;
• Supply of basic inputs, including electrical
and hydrocarbon energy and food security;
• Sectors with access to sensitive information,
in particular personal data or with the capacity to control such information.
• Media outlets.

do, they will lift it gradually beginning with
the least sensitive sectors, he said.
The capital markets will remain depressed
for the remainder of 2020, Heredia said,

Equity Capital Markets - IPOs | Year to date (to 24 April)
Deal Volume

Aggregate Value (EURm)

• The restriction also applies to entities controlled by foreign governments or armed
forces, and to investors that have previously
invested in sectors that impact security, civil
order and public health in other EU member
states, as well as to those that have been
involved in any legal, administrative or judicial process in any jurisdiction.
• The restrictions on foreign direct investment
can be extended to other sectors not specifically mentioned in the law if the government
deems them sensitive with the potential to
impact national security, civil order or public
health.
• The law will remain in force until it has been
lifted by the Council of Ministers.

though there will be transactions geared
towards shoring up liquidity: convertible
contingent bonds, capital increases, secondary offerings and the like. “We may

Equity Capital Markets - FOLLOW-ONs | Year to date (to 24 April)
Deal Volume

Aggregate Value (EURm)
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see some mergers between listed companies to reinforce balance sheets, I see that.
What I don’t see is the regular volume of
new listings,” he said. The IPO pipeline
looks favorable for 1H21, though, he said.

HANDLING THE CRISIS
“I am not very optimistic regarding Spain,”
said Pérez-Llorca, noting the country had
one of the highest death rates attributed
to SARS-CoV-2 at more than 400 per million inhabitants. “We are having more
problems than most countries.”

“I see a more humane world arising
from this pandemic, but also
a more regulated one and also
much more in debt” - PEDRO PÉREZ-LLORCA

Spain & Portugal - 24 April 2020

Considering Covid-19 could become seasonal and new pandemics may arise in the
future, all industries old and new will have
to adapt and invest in security measures,
work from home infrastructure, and for
those who cannot work from home, workplace safety measures, said Cabos.
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This situation is more emotional than any
other crisis in that there’s an overarching
sense of solidarity stemming from the fact
that we’re all in it together, noted Deloitte
Partner Tomás de Heredia. Companies
are being reasonable with their suppliers
and everyone is trying to balance what
they can do and what they can’t do. Even
at a micro level, companies are telling
employees to go home and consider it
their vacation, he said. “People are aware
that either you adapt to the situation or
you get fired three months down the
road.” Employers are attempting to avoid
layoffs, but the tradeoff often requires
salary cuts across the board, he noted.

There has been a widespread consensus
worldwide, among societies and governments, that we must protect lives, even
at the cost of financial ruin, said PérezLlorca. “That is quite a good thing; it is a
clear change,” he said. “What will come
out of this will be a less materialistic
world, because we are all happily ruining
ourselves so that some people may be
saved. Most of them are in fact older people, and that is a good thing.”
One aspect of the new normal we can
count on is increased regulation and
increased leverage, according to PérezLlorca. “I see a more humane world
arising from this pandemic, but also a
more regulated one and also much more
in debt,” he said. Companies that survive
will have substantial levels of debt and
governments also will be running high
levels of debt, he said, noting he was concerned about the economic implications,
including possible inflationary pressure.
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Previous crises proved that foresight,
adaptive ability and innovation are traits
the most resilient companies have in common. These are characteristics those that
were already in financial trouble, underperforming or with a poor management
team or governance structure before the
Covid-19 outbreak, lack, Cabos concluded.
The jury is still out on how effective the
financial assistance measures offered by
the Instituto de Credito Oficial (ICO) will
be, said Auriga Global’s Diego García de
la Peña. He noted that only EUR 20bn
had been made available to date, 50% of
which was allocated for SMEs. The market
has already demanded 2x what has been
made available, García said, adding that
the EUR 50bn pledged by the government
will bring some stability, but only if there’s
actually a recovery. In the most extreme
scenario, governments may nationalize
assets if defaults ripple through the economy and overwhelm the banks, he said.

Coming soon:
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Transactional Impact Monitor: PORTUGAL
24 April 2020

“Companies are trying to be
prepared for the worst case
scenario, while at the
same time hoping
for the best.”
DANIEL VIANA
OXY CAPITAL

On 20 April, Portugal’s prime minister outlined new rules for
cautiously reanimating the economy beginning in May with a
gradual return to normalcy under restrictions aimed at avoiding
a surge in the number of SARS-CoV-2 cases heading into the
summer tourism season.
What started out as, and still remains, essentially a health crisis,
will create substantial shockwaves in the Portuguese economy,
Alantra Portugal Managing Partner Rita Barosa told TTR. The crisis
hit Portugal at a particularly bad moment, as the country had a
number of vulnerabilities, Barosa said.
Portugal’s public debt stood at 118% of GDP, with the IMF projecting an increase to 135%, noted Oxy Capital Partner Daniel Viana,
which does not allow much fiscal space for helping companies
emerge from the crisis. Viana described the measures offered by
the Portuguese government to address the crisis as “lightweight”
compared to what other EU countries have done.
Portugal’s dependence on tourism and aging population also
represent vulnerabilities, Viana said, and projections of an 8%
contraction in GDP and an increase in unemployment to 14%
paint a stark picture for 2020.

This crisis has an additional risk for Portugal compared to the
2010 crisis because it is much more global, said Barosa. It affects
not just Portugal but the whole world in a more severe way at
a time when prosperity was very much associated with freedom
of movement and global commerce, she added. “In the previous
crisis, a big part of the rest of the world wasn’t in the same situation as we were and that was an important force pushing us
towards prosperity again. In fact, most transactions then were
cross-border.”
Small businesses will be disproportionately impacted and many
will probably have to close shop, said Viana. The largest companies are financially prepared to endure three or four months
of disruption, but most companies do not have that solidity and
strength, Morais Leitão Partner Nuno Galvão Teles agreed.
Rising unemployment and declining purchasing power will impact
many businesses across the board, said Viana. “Companies are
trying to be prepared for the worst case scenario, while at the
same time hoping for the best.”
The economic crisis impacting countries across the world may
lead to important structural changes with important implications

Deal Volume and Aggregate Value in Portugal
1 April 2019 - 24 April 2020
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for trade and commerce and M&A,
Barosa noted. “We are living in a time of
global distribution chains, but we may
see a few countries try to reinforce their
own domestic distribution channels since
this crisis has caused a disruption.”
It is now obvious that the crisis will be
deeper, longer and tougher than initially
thought, which makes following a business plan and managing liquidity a real
challenge, she said. Companies that were
thinking about corporate acquisitions now
have their own internal challenges, be it
with their supply and distribution channels, costs related to maintaining sanitary
measures in place, or being prepared
to have staff working remotely; all that
represents costs that were considered
fleeting, but are now here to stay, she said.
It is not yet clear what amount of support
will be given by the European Commission
and how that will be carried out, Barosa
added, and if it will result in a deeper
asymmetry between EU members. “There
is still a lot being discussed. What we have
now in terms of information and aid is
still insufficient.”
www.TTRecord.com
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M&A OUTLOOK
Alantra was working on a number of
transactions when the crisis hit Portugal,
and it still expects those deals to close
despite the ongoing crisis, Barosa said.
Those deals for which due diligence had
already been carried out are moving forward, mainly between companies in the
same sector where the impact of this situation can be more clearly understood,
she said.
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For those industrial deals that were still
at an incipient stage and hadn’t reached
due diligence, there is a practical obstacle
since it is simply not possible to visit sites
and factories, she said. Nonetheless, the
market will reopen, she said, and there is
still a lot of liquidity in the world economy.
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Morais Leitão faces a similar situation
with most of its transactions on hold,
Partner Nuno Galvão Teles said. There
are the practical obstacles and there are
also those difficulties related to the actual
businesses involved as they try to understand how this crisis will affect them in the
short-term, Teles noted. “Most companies
today are worried about how to preserve
their business, their employees and liquidity. They will now have to rethink their

business plans and the M&A deals they
were perhaps considering,” said Barosa.
Despite a momentous slowdown after a
booming 2019, Morais Leitão is still working on several important transactions,
Teles said. Notably, the firm advised
Energias de Portugal in its EUR 750 green
bond issuance that closed in early April
amidst the lockdown.
Portugal relies a lot on foreign investment
and there is some caution there, said
Teles, but even there we see a big difference compared to the 2008-2009 crisis:
There have been no cancellations, only

“We are witnessing an
unimaginable blow
to tourism and
Portugal is very
dependent on it”
NUNO GALVÃO TELES
MORAIS LEITÃO
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suspensions, with clients waiting to see
how to get back on track in a couple of
months.
Portugal will now find itself competing
with other markets that were previously
very expensive, said Barosa, noting that
may become a significant challenge.
There will be sectors that sooner or later
will undergo consolidation, she said,
pointing to the hotel industry, for example. Then there are a few more obvious
sectors where M&A deals will pick up
sooner, like remote services in the healthcare industry and a number of business
segments in technology, Barosa said.
It will be an atypical, difficult year, she
added, with a few deals closing between
industry peers, especially those that were
already underway. There will also be a
number of distressed deals within the context of industry consolidation, she said.

PRIVATE EQUITY
Oxy Capital Partner Daniel Viana said the
private equity industry still faces a strong
feeling of uncertainty, despite talk of
reopening the domestic economy. “There
are still many doubts as to how that will
happen and how it will impact business,”
he said.
Oxy is carefully managing cash flow and
reducing costs within its portfolio, helping companies prepare for the worst-case
scenario and guaranteeing that they have
access to financing in case the situation
lasts longer than expected, Viana said.
“We don’t believe the recovery will be
swift,” he said, adding, “We still don’t know
if a second wave of infection will hit or
not, or when effective treatment will allow
people to regain confidence and be out on
the streets again, in hotels, shopping and
eating out, without any kind of worries.”

1 Jan 24 Apr

Private Equity Deal Volume
HISTORICAL REVIEW

2016

10 ( 67%)

2017

14 ( 40%)

2018

12 ( 14%)

2019

13 ( 8%)

2020

6 ( 54%)

Source: TTR - Transactional Track Record

Rebooting the economy after a period
of stagnation will take time, Viana said,
before everything returns to previous
levels of activity. “We must adapt our businesses to that new reality.” Part of that
new reality means using technology more
in normal business operations, said Viana,
a phenomenon likely to endure post-crisis.
Oxy Capital still has a lot of dry powder,
meanwhile, said Viana. “Since prices were
quite high in recent years, we’ve traditionally been cautious,” he said, noting it’s
been difficult to persuade company owners to sell at reasonable valuations. “We
were going through the longest bull market in history, at least in the US, from 2009
to 2020, and that was a strong influence in
the price expectation of many companies.”
For companies going through tough times
now, private equity funds like Oxy can
bring extra capital, financing and expertise, he said. “We hope the situation will
bring more opportunities, both in private
equity and distressed investments.”
Oxy Capital has a very strong pipeline
of opportunities, Viana said, and while
some deals have been put on hold until
the impact on the business in question
becomes clear, others are still moving
forward.
www.TTRecord.com

“Companies are in need of
assistance today, and timeliness
is of utmost importance for
day-to-day management. Even
if the EU reaches an important
decision, but it takes
a long time, a lot of
value will have been
lost along the way”

We are witnessing an unimaginable blow
to tourism and Portugal is very dependent on it, Teles noted.
Companies in Portugal have already
received financing lines, and that has
been positive alongside growing optimism stemming from news that the rate
of new infections is slowing, said Viana.
The financial support offered by the
government is clearly helping some companies go through this period, despite the
ongoing uncertainty about when things
will get back to normal.

RITA BAROSA
ALANTRA PORTUGAL
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Portugal is not a very large domestic market, Barosa pointed out, and not a market
that offers high levels of liquidity for exits,
so attracting private equity investors
from abroad will be challenging.
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HANDLING THE CRISIS
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Portugal has been very agile in the way it
has dealt with this situation and there is
still a good part of the country that is still
working, noted Teles. “Unlike Spain and
Italy, we have not yet had to close down
a number of sectors in the economy,”
he said, noting construction is still more
or less functioning, a good part of the
industrial sector is still working, including
textiles, shoes, pulp and paper, power;
those have not totally ground to a halt,
though some sectors have in fact been
grounded, including aviation, automotive
and tourism.

The economy is very dependent on how
confident people are feeling, Viana said.
“If people are more optimistic and positive, they will go to restaurants, they will
consume more. If they are more pessimistic it gets worse,” he noted.
Portugal needs a large injection of capital into the economy, but we don’t have
that capital and it seems the EU is very
hesitant to provide additional resources,
Viana noted. A second problem, Viana
said, is how the country will pay for the
investment that is being carried out in the
meantime, as taxation is already very high
as a percentage of GDP.

“We are witnessing an
unimaginable blow to
tourism and Portugal
is very dependent on it”
- NUNO GALVÃO TELES

This crisis is very different from previous
crises, as it did not originate from the
financial sector; it is perfectly symmetrical for everyone, noted Morais Leitão
Partner Nuno Galvão Teles. Interest rates
are close to 0% with almost no inflation,
meanwhile, he said, boosting the prospects for a recovery.

This has had a tremendous impact, but
still, it is not as extensive as in Spain or
Italy, said Teles. The unemployment rate
in Portugal, notwithstanding the negative
outlook, is still lower than the rest of Europe
and the US, Teles pointed out. “There are
close to 1.5m people furloughed,” he said,
“but they are not unemployed; at least not
yet. A lot will depend on how the recovery
is carried out.”
Confidence has been somewhat restored
since the beginning of April as alarming
fear of the unknown is replaced with cautious optimism that the measures put in
place across Europe will yield the desired
effect, notwithstanding all the delays and
difficulties, said Teles.
Credit lines that were approved have
been duly pumped into the economy,
first supporting the tourism sector and
another EUR 3bn nearly fully allocated,
said Teles. A third EUR 13bn credit line
has received the green light from the
European Commission and will soon be
made available to the market, he noted.
If assistance is late to arrive, it will be
ineffective, however, Barosa cautioned.
The companies are in need of assistance today, she said, and timeliness
is of utmost importance for day-to-day
management. Even if the EU reaches an
important decision, but it takes a long
time, a lot of value will have been lost
along the way, she noted.
“If things carry on as up until now, and
nothing extraordinary happens, if we
manage to start a gradual and progressive recovery from May onwards, I am
confident that when we get to the last
quarter of 2020, the economy can be in
much better shape,” Teles said.
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Daniel Viana

Diego García de la Peña

Fernando Cabos

Oxy Capital

Auriga Global Investors

IMAP Albia Capital

Morais Leitão

Partner

Head of Derivatives and
Alternative Investments

Founding Partner

Managing Partner

Fernando Cabos has closed
dozens of M&A and restructuring
transactions in diverse sectors and
geographies since founding investment-banking boutique IMAP
Albia Capital in 2004. He previously
worked with Iberdrola and Arthur
Andersen Business Consulting.

Nuno Galvão Teles joined the firm
in 1987 and became a partner in
1995. He coordinates a corporate,
M&A and capital markets team
and leads the firm’s energy practice, with a wealth of experience
advising government, corporates
and banks.
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Daniel Viana joined Oxy Capital
in 2012 after serving as director
at another Portuguese private
equity firm. He previously worked as an associate director at a
bulge bracket investment bank
in New York.
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Diego García de la Peña
performs a dual role providing
hedging advisory to SMEs, funds
and family offices, while offering
capital structure solutions to
help corporates and sponsors
develop their business plans.

Nuno Galvão Teles

Pedro Pérez-Llorca

Rita Barosa

Tomás de Heredia

Pérez-Llorca

Alantra Portugal

Deloitte

Senior Partner

Managing Partner

Partner

Pedro Pérez-Llorca focuses
on public and private M&A for
strategic clients and financial
sponsors. He has participated
in the largest public takeover,
the largest cross-border
merger and the largest privatization and IPO in Spain.

Rita Barosa has over 24 years’
experience in investment
banking with expertise in
wealth management, asset/
liability analysis and management and structured credit
and securitization. She has
served on the board of several financial institutions.

Tomás Heredia is Head of Private
Equity at Deloitte España. He also
leads the consumer goods & retail,
tourism and services practice
areas and oversees the firm’s IPO
advisory practice, with previous
investment banking experience at
Arcano Partners and Caixabank.
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