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| There is sees plenty of potential for acquisitions of French companies in 2006 and corporate =
\buyers are expected to push financial sponsors hard for the most valued businesses. We asked
some experts on the French market how do you see the prospects for the year ahead, and which
sectors, companies and private equity firms do you think will be most active?”

The potentialfor French
M&Ain2006

t Transaction fiow In France is
extremely robust and ane hag
o go back to 1995 tofind such
a lewel of activity, Interestingly,
we see a strong rise in hostile activity,
as investors welcome Transforming
tramsactions, As CEOs realise the mar
kez supports such bold moves, theyare
less and kegs resistant to embarking on
such projects. Defence and antack are
going to be bwo critical themes for
\ 20060
bl L large trensactions will conrinoe to
i tl [ if‘?‘.}“\-}\'&\\\\\_ B take place; given the current support
¥ i u-{ 5 i \"& from both eguity and debt markets
U REI Y | e Similarly, LBOs should maintain 2 sus-
tafned pace folbrwing a very sqong ast
12 months, as larger and larger funds
are raised and debt multiples remain
aram all vime high. We believe, how-
ever, that stravegic corporates are like-
ly to become more aggressive than in
the past two years against private equi
ty firms when in auctlons for assets
that At their partionlar porrfndin
A mumber of the large transactions
that took place last year ave going (o
trigger continuing concentration in
certain Industries. [n utilities, trans-
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| "Transctbon fow In France |s extremely robust™
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actions such as EDFEdison, SuezfElec- A 0 umber strong comeback of strategic corpe-  private equity houses can put some
trabel, and Gag Natural/Endesa are rates, which were considered as potere — money towork.
reshapirig the tadustry and all the OF t t hE tial targets for LBOs (SaintGobain and It hasto be menrioned that the gov
majors have to consider their strate- [E rge BFR) erninent’s influence on deal making
gies, Telecoms has been ope of the 5= Finally, sector conselidation drivers  had no negative effect an the level
busiest sectors, with some significant  {ransac- will keep up the pressure. Inthe TMT  and type of buyout in France, in par-
meves including Telefonica/02, and  ——————  sector, the full convergence trend  tieularthe expected sale of Taittinger
France TelocomyAmena and we believe  110NS that [triple and now quadruple plays) com-  Group, which saw Starwood Capdral
the industry is poised to face o new m bined with the stock market recovery  win overlocal competition that fndud-
waave of consolidarion. - in almest all segments of TMT will  ed Burazeo, Other politically sensitive
Some other sectors are also facing |35t }-'Eﬂl" further push corporate players tocon-  deals in the delence and nuclear sec-
patticular conditions, which could templateand initiate ‘srateglc oplion  tors were sold o forsign buyers.In Sep-
trigger some reshaping, For cxample, arﬂ BoIng reviaws’ on their respective markets  tember 2005, Qioptig, the high-tech
the astometive market is in a unigue t o tﬂ_ _E'-F_ (Segetel]. For base and industrial  optic division of defience industry man-
environment, where traditional ghob gg product sectors, other drivers will ufaciurer Thales, was actpuiced by Can-
al leaders such a5 GM and Ford are fac cmjtmumg keep pushing corporate acivity. In - dover Grop in a deal vilued at £230m,
ing difflculties — which is opening — = addition, nationalbaeriers are Ealling.  We will see this trend of foreign buy-
windows for other players. concen- and globalisation and delocelisation  ers continue in 2006, 25 we belme that
Fimilly, it would nor necessarily be [raﬁﬁ'in are accelerating. Traditional corpo- e governiment's activity is postire
surprising to see some Lacge compa: rates will be consolidatars andfor cons rather than punch,
nies with very diversified portfolios or CEﬂEI solidared |MitaljArcelorDofasco), Several combining factors will fur
i lack of obvious strateqy beingrakben ———— — while weshewld gtill see strongactiv-  ther drive an increase in MEA active
private, as the bigger private equity industries, iny froum private equity players, thanks.  ties in the French market in 2006,

houses are Iooking ar mere and more
complex traneactong ™

Pierre-Antoine Saunisr, mansging
director, investmant banking, UBS

“The drivers that have shaped the
French M&A market during 2005 are
inot expected to lapse in 2006, For
| example, the tax eovironment has
and will further accelerate corporate
activity, For instance, in the real estare
sector the 2000 reform of the STC sta-
tus has dramatically accelerated prop-
ety corporate activity in France, This
should continue in 2006, with number
of new corporate players thar have
emierged s newly [sed STCs, Thiswill
lead to further corporate activity,
whatler putsonreing real estate port-
fotios to gain financial Nexibility -
ACCOR or Casino - or the emengence
of new sector-dedicared players —Fon-
ciére des Régions, for example - [0
addition to furure consalidation
among players.
Mixing the asset classes i pushing
competitbon to further highs, It's a
Tact that liquidity in fhe firancial mar
ket i high irmespective of the asset
clazses. We are now seeing “cross-sell-
ing’ among different asset classes, as
Iistrated by the Simultaneons pres-
ence of private equity, mezzanine,
hedge, securitisarion and even PERE
funds in soime LBOs Af firs glance. this
should further contribute to the LB
players’ agpressivenass, However, the
i stock market rally, the continued low
redl incerest rates and the lending
banks' eagerness should léad toa

to stable and high level cachilow.”

P Lo Clorc. CHO, Wagram Carparate
Fimanca

“Last year saw imother 12 months of
frantic activity In the French market,
a8 all the big private equity fiinds are
trying to establish market share and
shw success on the Continent. Private
equity funds will continue to fece stiff
competiton from trade buyers, a5 we
saw in December 2005 when France's
secod-largest champagne produces.
Lanson, was acquired by Boizel
Chinoine Champagne Group for
€520m, with Butler Capltn] emerging
as the undcer-bidder, This high level of
Commpetition is responsible for some
uncoamimon trends in the mariker, such
a5 sharing or forming consortioms,
even on smaller transsctions, so that

Some of these factors will be stric
tural, for example, a5 in ofher Bure
pean markets, French “baby-boomer’
cntrepreneurs will approach retive-
ment age and are seeking et oppor
tunities for the businesses they have
buailt, Dther factars Hikely o encoumge
M&A setiviry pebate to the current eco-
nomic and political environment,
Including spedfic tax exermptions on
capital gains, restored profitability
after years of downturm and the avail-
ability of debt to fund buyeurs.

In 2008, the most active bayour play-
ers in this bioyant market were LEG
France, AXA Private Equity, Barclays
Frivate Equity, AtriA Capital Parte-
naires and Sagacd Private Bquity Part-
ners, which all had a deal volume of |
close or more than €1bn. except for
AriA, which did €242m o deal wol-
ume, Degens of players arée now com-
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| :
| peting in this segment m Franoe, most-
| Ly bazed in Pars (although such his-
| toTical players as 3i or Siparex also
| operare reglonal offices. Somme of thise
| firmes are independerny, such as MBG
Partenaires: others ire backed by
| mafor retail bankssuch as Crédie Agri-
{ cole’s CAPE or Bangues Populaipes'
| SPEF, both promdnent players In 2005,
| mare than 500 French companics
| were acquired throngh LEOs, and as
private equity fimdrmisng has reached
new records, theee ts no doubt that
| French firms will sty in the fore-
| ground in 2006
The year 2005 was excellent for
large groups, and the long-expected
comeback of strategle trade buyers
should be seen in 2006, Increased
profitability, reduced debt and attrac-
tive: interest rates should reinforce
external growth serategies, especially
| in fragmented markets such as trans
| portation. healthcare, construction,
| and faciliries managereent. This keen
| competiton shown in 2005 will camy
[ through to 2006 and the creativity
| and hard work each team will have to
[ puz into each deal will increase, sep
arating the better and aserage honises.”

Richard Winters, tead of Eurepasn
Margers snd Aegutaitling, Mabls Group

| “A moticeable feature of the current
| uprurn in the M&A murker in France
| 15 that the market of french COMmpE
mes acquiring toretgn targets aboard
| has been significantiy ianger than the
| domestic M&A marker. With the
recent pefcelved tightening up of
France's regulanons ar foreign invest-
| memts in 11 ‘protected sectoes” and the
| French government's decision to atlow
| additionsal defences (galnst hostile
| s, an outsider would be forgiven for

thinking that “Fortress France® was
closed to inwestors. In reality, a num-
ber af factors are combining o make
the outiook for M&An France for the
next 13 months better than it has
been for a long time.

‘With approximazely 50% of all SBF
120 companies owned by a controlling
shareholder in France, the M&A mar-
ket in family-owned businesses
remains active. These companies are
offen valuable assets and a mumber of
e Be generation planming lssies
Selling to @ third party appears an
attractive option, as shown in the
recent examples of Laboratoires
Fournier, Taittinger and Galeries
Lafayette.

Privace equity investors are key play-
ers in these transactions and more
genenally across the M&A market in
Pramce, with approximately 25% of
sogquisitions made by private equity
investors in 2005; The French privare
equity market is macked by interna-
tional mwestors having to compete
against large French funds, such as
Furazes and Wendel: newer playess
such as Sequana Capital; and, 1o recent
months, against non-financial buyers
apain.

The persistent rumours of possible
s by different consortia of financial
buyers for some of France's large
industrial conglomerates junthink-
able a few years ago) are a slgn of how
far the private equity markest has come
in such a short dme. More recently.
they have been joined by hedge funds,
which have contributed In success-
Tully brocking a bid for clothes retail-
ar Camaieu twice in recent months,
and more generally participated inan
increase in shareholder activism in
Framce, & trend thar looks set to-con-
timiue.

FRANCE REPORT

Consolidation has started in certain |
specific sectors in France, such n.f.
defence, luxury peods and retail = in)
particular with Asian buyers trying|
to position themselves stravegically |
in this market in France — and real
extate, as plavers seek 10 take advan:
tzgeof a new fvourable RETT-style tan
regime in France. The rest of 2006 iz
likely 1o see contirmsed MEA activity in
these sectors.

The M&A market in France has
improved a kot owver the past year and
this is unlikely to be affected by recent
changes to French law and reguls
tions. There are currentiva mumber of
large transactions in the pipeline
invalving French companies. It
remaing to be seen which side of the
transaction they will find themselhves
on over the coming 12 months!™

Arttalne Vignial hesdof MEL, and Alan
Masan, carporate kpact s, FrashMeldy
Bruchhmes Deringer, Paris

JUNE 2006

| France saw a 20% incresse in the fotzl valoe of bsa Ty S s A3

| comnmanies began o usetheir surplus cash, and as peivate equity contine

| 1sed to imvest in the country. Increasingly, the lazgecaps are looking out-

| aide Framee fior aogurisitimg, as France Teleoom and Saint-Gobain shiwed

II:uI:g,mr.

Bug even if deal volume rather than vahse was disappointing in 2005,

| thiere B pletity of poterlial for denls isvolving Fresch tigets foo, and
| corporaies ave expected o push financial sponsors hard for the most

lvahsed usinesses

IF o it ftaterestid |n sponsaring o sdvemisdig in this repsiet,
please contact Btephen Howard on +44 207 349 7762,
+ ktephen howard@thameon.com

This repart will look &t the prospects for the pest of 2006 and ask
wiicly secinms, companies and privare equity Oems will be most sciive.
W willl speak to sdvisess working in the domssric marker and assess |
which financial and legal adviscry firms will be the mos suroessfd |
thisyear,
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