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COVID-19 Industry Focus: Post Covid M&A 
Deal Transactions Surge 
Covid-19 has irrefutably changed every aspect of our lives drastically, from the way 
we interact, consume and spend our free time , to the way in which we work and 
contribute to the economy. 

As with so many parts of the global economy, merger and acquisition activity has 
undergone a major shift. In the immediacy of the pandemic, businesses turned their 
attention to the immediate threat and focused on the need for recovery, with many deals 
being cancelled and others tabled in the short term. However, in the aftermath a surge of 
new deal activity is being felt across most sectors, primarily as a result of the ongoing 
crisis as companies rush to restructure, identify growth to fuel liquidity and more 
importantly seek to add new capabilities in a changing market.
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After a decade-long period of record deal making, global merger and acquisition activity 
plummeted 28% in the first quarter of 2020 to its lowest level since 2016, signalling a 
massive drop off in activity as companies took stock of the impact of Covid-19. US-
based deals dropped by half on the comparative 2019 period to $252 billion, according to 
data from Refinitiv and in China, where the first cases of Covid-19 were identified, deals 
halved in value, year-on-year in the first quarter of 2020 to the lowest level since 2004.


Despite the initial doom and gloom, there are strong indicators that the market is starting 
to stabilize. Deal volumes in May and June were higher than in April, and a number of 
large deals were announced by mid-July.  There is also broad optimism that the rise in 
market driven deals will continue through to the end of 2020 and into 2021.  With interest 
rates at all-time lows and a relatively flat bond market, venture capital, private equity and 
investment and pension funds are flush with cash, all of which needs to eventually be 
deployed into higher return generating assets.


Underpinning the rise in deal demand, stocks in the US and Europe started H2/20 on an 
optimistic note as the return of deal making boosted sentiment and there were more signs 
that the corporate earnings season was not as bleak as previously forecast. Strong gains 
for benchmark indices in Europe and the US since July and improving economic outlook 
in Spain, Italy and China have all driven markets upwards.


And it’s not just the investment houses, sovereign wealth funds are also 
pushing aggressively into the market. Abu Dhabi's Mubadala, Adia, and 
Saudi Arabia's Public Investment Fund have been deploying billions of 
dollars to buy stakes in companies ranging from India's Jio platform, and 
Facebook Inc, to Citigroup Inc. The value of M&A deals in the Gulf states, 
including proposed deals, is up tenfold so far in June compared with the 
same period last year, according to data compiled by Bloomberg. That 

volume stands up well against the 44 per cent drop globally this month, the data shows. 
According to a Bloomberg report, Abu Dhabi has been leading the region in the past two 
years in bringing in more international investors to some of its prized assets. The 
Emirate's state-owned energy producer Abu Dhabi National Oil Company raised $10 
billion by selling a stake in its natural-gas pipelines to a group 
of investors including Global Infrastructure Partners and 
Singapore's sovereign wealth fund. Since embarking on a 
transformation plan, Adnoc has sold shares in its distribution 
unit and brought foreign investors into its refining and oil-field 
servicing arms. KKR & Co and BlackRock Inc agreed last 
year to invest $4 billion in Adnoc's oil pipelines.


With 130 deals valued at $59.8 billion, M&A activity in the 
Middle East and Africa has largely been shielded from the 
global downturn in the opening half of 2020.
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So, what’s behind the driving forces? 

Liquidity is certainly playing a role as is changing market dynamics and consumer 
demand. According to Ali Maabreh, head of M&A at KPMG in Saudi Arabia, “Across the 
GCC, M&A activities are expected to increase amid the Covid-19 pandemic as small and 
medium enterprises and several large corporates will look for equity via capital injections 
to satisfy working capital needs”


Liquidity aside it is clear that the direction of many sectors is rapidly changing, potentially 
creating new business models and industry leaders. Investors and companies are having 
to quickly adapt their acquisition and divestiture strategies to ensure security growth for 
years to come. Disruptive technology and smart AI tools are being rapidly used to 
overcome some of the latest impacts of Covid-19 such as social distancing, remote 
working, customer engagement and business interaction.  


In logistics, one effect of the COVID-19 pandemic is the 
renewed need for transportation providers to consider 
strengthening operating platforms by expanding into new 
markets, integrating new offerings or adjacent services, or 
growing the enterprise footprint by partnering with other 
companies in the industry. 


In times like these, when competition is tough and demand 
is unpredictable, the path forward for all businesses 
includes achieving competitive advantage and market 
differentiation to grow enterprise value. Conquering those 
objectives often takes the form of a merger with, 
or acquisition of, a potential business partner. The net 
effect of any such strategic combination is often a 
company that is stronger, both operationally and financially, 
and more valuable than what the two previously separate 
enterprises could have achieved independently.


The transportation sector has long been a hot market for mergers and acquisitions 
activity, and if anything, the impacts of Covid-19 has only increased interest in the sector.  
The industry remains both highly fragmented and ripe for innovation. 


Trends of technology, innovation, and consolidation will continue to drive deal 
activity. The shipping sub-sector in particular is expected to see continued consolidation 
to right-size the overcapacity it has been experiencing. Logistics will continue to evolve to 
meet increasing e-commerce, warehousing, and last mile delivery service demands.


Opportunities for financial and strategic buyers to complete deals that make sense and 
carry great potential still exist to be found and swiftly accomplished despite the 
challenges for the industry and businesses generally at this time in world history. 
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“ Across the GCC, M&A 
activities are expected to 
increase amid the 
Covid-19 pandemic as 
small and medium 
enterprises and several 
large corporates will look 
for equity via capital 
injections to satisfy 
working capital needs” 

- Ali Maabreh, Head of M&A, KPMG KSA



For strategic buyers in particular, the possibility of deals with “game changing” effects for 
operating models and service portfolios may grow following this adjustment in traffic 
flows and customer expectations. The choice of an appropriate structure for 
accomplishing those deals, maximising potential, and minimising risk is always essential 
for laying a strong foundation to build upon post-close. The selection of legal counsel and 
other professional advisors well versed in the space, its players, and its operations, can 
go a long way toward achieving the desired goals and objectives by making the right 
choices along the way.


The discussion does not end here. Tune into our vodcasts or subscribe to Logistics 
Executive TV (Subscribe Here) where we are featuring a COVID-19 series covering the 
current global situation all the way through to the impact on driving business forward and 
future supply chains. Talk to us about how we can partner with you to:

• Represent you in the market for your M&A needs

• Raise capital for your business expansion needs

• Coach your talent to integrate into a restructured business
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