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Europeans
risk missing
party again

ONWALLSTREET

The US merger parly has
afliciaily kicked off, and it is
likedy to rage all year, One of
the big surprises |s the
@roup that has not acoepted
the invite: the Europeans,

This week witnessed all
forms of MiA activity, We
hael hostility, courtesy of
Comeast's hid for Disney and
Oracle's pursuit of
PeapleSoft. We had an open
awttion, ag ATET Wireless
oourted rival suitors
Cingular and YVodafone in an
exception to Europaan
caginest. And we had a
frienily deal belwesnn
saariper Muedworks and
MetSerenn Technologies,
with Junipar offoring n 56
per Nt premium over
NetSeresn's stock price -
“friendly” bardly does the
#1.6bn price tag justice.

“All the stars are in
alignment,” said Roberd
Kindler, managing dirtctor
of global M&A for JT*
Murgan Securities, which
slvised Junbper ontits deal
“Yiou have low interest
rates, 50 you can do & cash
dieal, You have a big
Increase in the stock market.
s you can do stock deals,”
suld Mr Kindler.

For Buropean companies,
e is another aligned stor
for US takeovers: the weak
dallar, which provides
unprecedented purchasing
powar, Nonetheless, MA
adwiseTs suy Eumpens
remain gun shy. “We have
heard somewhat more from
Furopeans, but it's nol as
stgnificant as you would
think.” sald Mr Kindler.

In early 2003, strategists
predicted & European

i takeover binge as US
equities wern depressed -
; did not happen,

There are several reasons

for Eurapean retbeenoe,
| imncluding a chilly regulstory
environment at homae. But
the primary reason ks tat,
far many Exropean
eompanies, the memorios of
the 1999-2000 merger Mmingy,
which included Deutsclw
Telekom's disastrows $34.0bn
scquisition of VolceStream
Wireless in July 2000, are
still raw

“Europeans are still
smarting from the difficult
process af integrating US
companies they purchased in
the last marger wave," said
Christopher Acito, principal
il Imerger consultant Cagey,
Guirk & Achte. <0t didn't
help that the purchases
came just abead of the
market's peak.”

This highlights a paint
abant Enropetoe-U18
takeovers: the Eurmpeans do
not have a rich history of

buying low in the LFS,

| | “Eupnpeans are much

| munre peasimistic wbout the
US economy aid ofton at the
| wroas Bima.” said Anirvan

| r Barert, shivector of research
| | at the Eeonomic Cyohe

| Research Institute. Mr

H.;lnr:lj saigl Fveopean
| ommpanlis were penerally
soaplical aout the S rally
in tha mid:- 1%, “Thoy were
wery alow o get on board -
incorrectly scoptical By the
time they started making
deals, they ealled the wop.”

Mergor waves historically
have been a mid-to-lnle bull
markat cyche phenomenan,
MNew Yaork University markel
historian Richard Sylia sadd.
17 we really get into a
full-Medged merger wave,
then the cutlook for stock
prices alter It ends would
not be good.”

Perhaps Eurapeans are
right to be hesitant, Studies
show aboat o per cenl Lo &)
por oot of meciners Tail to
el pnvigtoned revenoe
AynErgies opes fhe lsopla
dies down {ACHL Time
Warner, anvoneTL The anly
sirefire winners in merger
manias aee the Wall Streel
shops such as Goldman
Sachs and JP Morgan that
reap hupe profits for
handling the deals

Nonetleleas, M
waltchers sny corporata
governance in
post-Sarbanes-Oxley
Corporate America is
uncharnctaristicaily
conscienthows ~ at lenst for
now. “The merger frenzy |s
going to happen no matter
whal, but we are secing o ol
more thoughtfulness from
companies aboul wecution
this time,” said Michael
Ellingten, managing directior
of Strategic Equity Group, 2

wisary firm in
Southern California,

Funnily enough. desplie
Lhe quiet across the pond,
many L5 M&A walchers
express confldence that
Europeans will jump inio
the M&A game a8 thelr
suspicions about the current
rally subside, Mario Guballi,
founder of Gahelll Assel
Managoment. kadd Furopsean
companis wen: starting 1w
sntll mround, including
Megtbé, Unibevers aned Dingen

B ome would be mnre
pleased by Buropean suliors
than U8 companies
themselves, albeit not for
reasans that would hearten
acquirers. Mr Ellington said
one client specifically sought
European suitors because
thi client did not think a US
company would affer a
high-enough price tag. Mr
Ellington sabd; “There's &
sanse that European owners
are poing te pay moee"

If Burapoan eompanies o
to be Fashionably late for the
mergir party, say in late
2004 oF 2004 - pest-election
years in the U5 often spawn
bear markots - they risk
aaen arwin arrivinge just o
the seene turns ugly.
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