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Mid-market deals remain strong
despite precarious financial situation

e

Sarmad Khan

DUBAI {f Mid-market mergers and
acquisitions (M&A) activity has re-
mained strong T the Middle East
despite a global economic slow-
down and concerns over a liquidity
squeeze, For the first nine months
of this vear, 49 mid-market deals
worth US54.6 billion (Dh16.89bn)
took place, a rise of 4.3 per cent
compared with the same period of
last vear. .

This year's mid-market M&A ac-
tivity —which includes dealsvalued
between $30 million and $300m
- has already outstripped the vol-
ume of transactions witnessed in
both 2005 and 2006, a survey of pri-
vate equity professionals and cor-
porate executives has shown.

In total, 66 per cent of respond-
enis in Cross-Border M&A Report,
released yesterday at the Global
M&aA conference in Dubai, singled
out the UAE as the most attractive
market for both foreign and do-
mestie buyers, while 49 per cent
agreed that Dubai would be the
next hub of MEA activity,

“We expect to see continued
growth in M&A activity in the re-
gion and, as the dust settles, Dubai
will emerge as the main destina-
tion for foreign capital,” said Faisal

H Alsayrafi, the president and chief
executive of Financial Transaction
House, a Saudi-based ME&A advi-
sory services firm.

“Energy, real estate and associ-
ated industries, construction, fi-
nance and industrial sectors will
see the bulk of M&A ransactions,”
he said, adding that the liberalisa-
tion of policies and relatively better
availability of liquidity within the
region would drive the upsurge.

“Businesses in need of ready cash
would fold and there will be con-
solidation in largely fragmented
gectors,” he said, “That is the time
when the activity will increase and
we believe itwill happen within the
next two years.” He predicted that
the growth witnessed in the first
three quarters of this year would
continue next year despite a wors-
ening credit situation. “There is
more stress now on quality rather
than quantity, Of course, due dili-
gence will have a larger role to play
in every deal,” he ad ed.

So far the financial services sec-
tor in the Middle East has seen the
greatest number of deals this year.
The energy, mining and utilities
sector, which has accounted for
only 4 per cent of deal volume so far
thisyear, was named by 38 percent
of respondents as likely to witness
the most inbound cross-border
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deal flow in the next six months.
According to the survey, conducted
by independent financial advisory
firm Global M&A, 63 per cent of re-
spondents named access to capital
by domestic acquirers as the main
driver of M&A activity. About 37
per cent believe foreign capital will
drive the market, while 32 percent
said sovereign wealth funds would
be additional drivers of mid-size
mergers and acquisitions.

Most world economies are stru
gling during a global financial eri-
sis which has stripped trillions of
dollars from banking assets and
stock valuations,

With the exception of the GCC,
where economies have been more
protected due to record high oil
revenues, global M&A activity has
declined. The volume of mid-mar-
ket deals in Europe fell 39 per cent
in the third quarter of this year
compared with the same period a
vear ago, and decreased 30 percent
in North America from a year ago.

In terms of valuations, Europe
gaw $58bn worth of deals in the
first three quarter of this year com-
pared with $64bn last year, while
North America saw $22bn, com-
pared with $29bn in the first three
gquarters of last year,
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