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INTRODUCTION
In line with the rest of the world,
Covid-19 brought the M&A industry
to a standstill with a tremendous
slowdown in dealmaking. After years
of historic highs, driven by cheap
cash and investors’ appetite for highly
strategic deals, Covid-19 crisis just
paralyzed the entire industry. The
outbreak triggered the most intense
volatility in equity markets (83%, at
Lehman Brothers’ alike levels) since
the global financial crisis, forcing
governments and central banks to
make unconventional moves to
create a sense of certainty.
 
This report aims at understanding the
implications this crisis will have over
M&A market, analyzing the industry
by sector and providing an overall
outlook for the next future. 
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M&A industry 2020 Q1 data show a
16% decrease in volume (on 2019 Q1
figures), but the major impact will
emerge in Q2. In fact, Covid-19 crisis
is likely to have its major effects over
initial, early stage deal that have
now been stopped all around the
world. Such effect is likely to emerge
strongly in Q2 and Q3 data and last
for several months. On top of the
physical obstacles on the day to day
job, the pandemic created huge
uncertainty over valuation and
earnings forecast. Without reliable
financial projections, investors seem
to opt for a Wait and See strategy to
have a better clue of the situation.
On the one hand, listed companies
face shareholders pressure to keep
liquidity rather than use it for M&A
deals; on the other one, PE funds are
waiting to have a better clue over
valuations and perspectives.



Until last week of February,
financial markets seemed to be
careless towards COVID-19. Many
market participants thought that
the virus wasn’t going to be so
widespread around the world but
now the real situation is very
different with millions of positive
cases and thousands of
deaths.  Companies are focused on
keeping their employees and
businesses safe in this difficult
period. Managers are being asked
to make strategic decisions about
their strategies in M&A sector. The
trade-off is between two choices: 
 
- Acting like the pandemic doesn’t
affect the plans and completing the
strategies pushing the deals
through
- Keeping a prudent attitude by
postponing deals to be closed in
this period.
 
It is very complex to understand
which of the two is the correct path
to follow. The factors that need to
be analyzed are countless and the
statistics that refer to past time
seem to be not enough to clarify
the scenarios of an uncertain
future

CURRENT
SITUATION
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If we go back to the 19th of
February 2020, indexes such as S&P
500 and STOXX Europe 600 were
performing at record highs. Since
then, when the pandemic hit
Europe and the US with thousands
of positives, in just a few weeks-
time, returns were negative by a
30% and volatility peaked at 83%
on the VIX index, at a level never
reached in twelve years-time. Many
economists and analysts predict a
deep recession for the second half
of 2020 at least.
 
Starting from such a compromised
environment, valuations and
listings for companies considered
ready for an IPO or an acquisition
are almost impossible to be made
in a professional way, which takes
into account a farsighted look
towards the future. M&A industry is
now in stand-by for most of the
corporations. Historically, as we
can see in the next chart from BCG,
M&A activity has a correlation of
about 80% with stock indexes. 



 
 
 
 
 
 
 
 
The trend in deals was already
slightly downwarding even though
the volumes remained the same
due to some megadeals, but now it
is expected to go down very fast in
the short period at least. 

CURRENT
SITUATION
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Research demonstrates that declining
valuations are the perfect occasion to
complete operations able to create
long-term value for dealmakers and
their shareholders. Furthermore,
while other companies are busy to
survive and avoiding losses, a
corporation can position its new
business to perform better than the
industry average once the crisis is
over.
 
Some advice on the acquisitions
during market bear periods appear to
be an acquisition in a non-core
activity, that are connected with a
relative total shareholders return of
8.5% against a core activity deal which
delivers a 4.6% over a one-year
period. Issues can be seen also by the
due diligence point of view, which is
going to be more concentrated on
some key aspects, such as force
majeure clauses in contracts, the
readiness of liquidity situation to
withstand risks and the security of the
supply chain. Experts indicate that
operating in the M&A sector is actually
very risky while markets are uncertain
and downwarding so the benefits can
be pursued only by those who are
frequent and experienced dealmakers
in this industry.

 It is sadly confirmed by the deals
which have been delayed in March,
regarding industries such as cinemas
in the Cineworld-Cineplex deal where
the damages of this pandemic can be
seriously compromising as shown by
the falling share prices of the two
corporations, but more in general all
companies feel threatened and
concerned about the operation
financing and the possibility to
respect business plans.
 
 
As soon as the pandemic will be over,
solid companies have their
opportunity to plan their future
expansion.



FIG

With the global situation about COVID-19
changing rapidly, activity of financial institutions
is facing a period of significant
uncertainty.    Looking at the M&A sector we can
assume that the significant volatility that global
markets are experiencing will undoubtedly result
in some sellers reconsidering whether this is the
right time to market their business for sale, as
they are concerned about achieving full value.
Many potential buyers, e.g. private equity, are
focusing on portfolio issues and because of that
may not be interested in major investment in
acquisitions, as the current volatility would make
it more difficult for them to obtain financing
during these times.  Even though it is highly
uncertain whether the deteriorated operations
of big financial institutions will affect them as
much as fintech companies are affected by the
pandemic, we can assume that   traditional
financial institutions will gain a competitive
advantage over fintech businesses given their
better capitalization, stronger brands and
increasing customers risk-aversion. It is also true
that in this delicate climate as sources of funding
dry up, struggling fintech firms may be forced to
seek collaboration, investments or acquisition by
traditional financial institutions, PE funds or
even non-financial strategic buyers. Insurance
and payments business would be less impacted. 
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$492bn
CAPITAL RELIEF

BY CENTRAL
BANKS

WORLDWIDE



FIG

With this in mind, it’s important to
recognize that unlike the 2008
financial crisis, banks are not the
source of the problem this time.
However,  they are highly aware of
potential losses which can originate
from a sharp economic contraction
like this  with direct consequences to
the real economy.  UniCredit, Italy's
largest bank, has estimated that gross
domestic product of the eurozone will
shrink 13% this year and will only
rebound by 10% in 2021. Due to the
difficulty to forecast the
financial  outlook  caused by
unprecedented situations, the bank
has increased its provisions for loan
losses by 900 M euros. This decision is
very likely to imply that banks will be
making losses on a reported basis,
and we can assume that other banks
will follow the suit like UniCredit.  In
these tough times it’s vital that global
financial organisations become part
of the solution. It has nearly been
$492bn in capital relief by central
banks and regulators from Hong Kong
to Washington, for lenders to help
them absorb the impact of the
pandemic and potentially boost the
declining economy. 
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Looking at the Euro Area, the ECB
Supervisory Board has responded with
supervisory flexibility measures and
distribution (of dividends) restriction
recommendations to allow banks to
keep providing financial support to the
real economy.  More specifically, the
Basel III framework, which came into
force in 2019, includes capital and
liquidity buffers that are designed to
be used in periods of stress like this.
These include the capital conservation
buffer, the countercyclical capital
buffer and buffers for systemically
important banks. These capital
resources should now be used to
support the real economy and to
absorb losses from a potential
increase    of  NPLs in banks’ balance
sheets. Since all the supervisory
measures stated above were
introduced with Basel III after the
2008-09 economic downturn, the
covid-19 crisis will be the acid test
for the sector re-regulation post Great
Financial Crisis.



INDUSTRIALS

Within industrials the sectors that
have mostly suffered from the
COVID-19 impact are those related
to travel and tourism. The aviation
industry, for example, in the last two
weeks of march has experienced a
drop of almost 40% in the number of
flights all around the world with
heavy consequences on their
financial performance. Obviously,
this has repercussions on the M&A
market as well. For instance,
Woodward Inc., a supplier of Boeing
Company has put an end to its $6.4
billion merger of equals with Hexcel
Corporation, another supplier in the
aviation industry. Even though it was
an all-stock merger (all-stock
mergers are at a fewer risk than
cash deals in this kind of situation
because the buyer sees the
company valuation dropping below
his agreed offer) the pandemic
induced both companies to face the
current difficulties of their
respective businesses rather than
working on the deal.  The above-
mentioned sector is the most heavily
affected also because it is going to
operate at reduced capacity for a
quite long period of time until free
mobility will be recovered. 
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Companies operating in other
sectors are reestablishing their
business in these weeks but they are
having trouble too and financial
strain is not the only reason:
ongoing big deals are facing delays,
especially in Europe, because
competition regulators cannot carry
reliable in-depth reviews due to the
new way of working imposed by the
lockdown. Two deals affected by
these delays are Boeing’s purchase
of the Brazilian Embraer and the
acquisition of Chantiers de
l’Atlantique by Fincantieri. These
deals need a complete investigation
since both aircraft maker and
shipbuilder are manufacturing
sectors already concentrated and
the merger could reduce the
competition even more. Also the
merger between PSA and FCA and
the Altman $8.2 billion acquisition of
the entire equity of Bombardier, a
Canadian train constructor, could be
impacted by delays.



INDUSTRIALS

 The delays could affect the terms of
the deals and could even put them
down. On the other hand, in the
foreseeable future, some investors
could look around for cheap deals
as prices have dropped. To prevent
hostile takeovers many US company
boards have issued poison pills.
Companies that have used
shareholders rights plans are ten
times those that used poison pills in
the same period in 2019. One of
these companies is Occidental
Petroleum which operates in the oil
industry. The recent steep decline in
the price of oil has some wondering
if a breaking point is coming soon
for an industry already under stress
from shifts in consumer sentiment
and an increase in corporate
environmental, social and
governance (ESG) initiatives
worldwide. Now, with COVID-19, the
future of oil and gas industry looks
even grimmer. Since lockdowns in
place all over the world are strongly
reducing not only travel between
countries but also between home
and work for many, the levels of
human movement have not been
able to fuel adequate demand for oil
and gas.
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This situation has also impacted
mergers and acquisitions. In fact,
there were 73 oil and gas deals
globally amounting to USD 31.6
billion of capital invested in the first
quarter of this year. This represented
a decrease in volume from the 80
deals which amounted to USD 44.2
billion of capital invested over the
same period in 2019, representing a
40 percent decline in value. However,
as global oil prices have collapsed
since the beginning of the year, it is
likely that deal agreements entered
into between buyers and sellers in
January and February, before the
rapid deterioration of market
conditions, would be renegotiated or
perhaps even terminated, which
could lead to a further downward
revision in announced deal values for
Q1.



As the market faces these conditions,
some players may go bankrupt, due to
plunging demand as well as what is
now becoming a run on storage space.
In addition to anticipating a wave of
bankruptcies and restructurings (just
few days ago U.S. shale producer
Whiting Petroleum filed for Chapter 11
bankruptcy protection becoming the
first oil company to do so) we need to
think about the future of oil and gas
M&A.    In fact, the companies that
would most likely be acquirers, such
as the majors and other large
integrated international oil companies
(IOCs), face several challenges before
they can consider transformative
M&A. These players already have
significant disposal programs in place
to meet existing debt reduction
targets. And with oil prices at 20-year
lows and the industry in crisis, they
face severe constraints on their capital
and how they can use it. In fact, they
face diminishing cash reserves: in
2019, cash and near-cash items as a
percentage of total debt stood at 25%
on average, down from 31% in 2018.
Furthermore, most of them are still
prioritizing dividend payments and
have committed to massive capex
cuts.

Consequently, divestitures will be
more important than acquisitions
for them over the foreseeable
future.  Moreover, as previously
mentioned, expectations of demand
destruction and significant
oversupply this year will encourage
companies to be more conservative
in the longer-term price
assumptions used in deals valuation.
In the past, a long-range planning
price of $60 per barrel was generally
accepted. Moving forward,
companies are likely to reduce this
price assumption, possibly to as low
as $35 to $45 per barrel.Given these
constraints, oil and gas deals
amount may be extremely low in the
months ahead. Although many
billions of dollars of assets and
companies are up for sale, the
supply of large, world-class ones is
limited. Only these will find buyers.
Where deals are struck, priorities
will be focused on building scale,
replacing reserves, and reducing
costs. Nevertheless, acquirers will
need to dial back on their planning
assumptions if the deals are to
flourish.

INDUSTRIALS
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CONSUMER
RETAIL

The sudden lockdowns all around the
world represented a severe shock to
the R&CG industry. Retailers, that
didn’t have an online store, found
themselves without revenues from
one day to another. According to a
study on the Covid-19 impact, EU
retailers faced a loss of £3.26 billion
between March 9, 2020 and April 21,
2020, due to the recent crisis.
Moreover, they were challenged on
their financial stability, putting firms
with low reserves in a peculiar
position. This led many firms to
request access to hardship funds
provided by policymakers or made
them refinance loans.  In contrast, it
also opened up potentials for online
players or grocery retailers, that had
to meet an enormous demand. In fact,
as of March 2020, supermarkets saw
on average a 161.4% rise in global
online traffic. Due to high uncertainty
on financial markets and higher
volatility levels, some companies that
planned to go public in 2020, decided
to push their plans back to a later
date. Airbnb, for instance, planned to
go public in 2020, but is now
considering postponing their plan to
2021, according to Bloomberg. 
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Instead, they raised $1 billion from
private equity firms Silver Lake and
Sixth Street Partners, where some
part was used to help hosts in
dealing with the Covid-19 impact.
Covid-19 direct implications on R&CG
M&A industry R&CG’s M&A activity is
heavily affected by Covid-19’s
implications due to the heavy
reliance of R&CG firms on
consumers’ ability to spend and on
suppliers/distributors’ services. M&A
activity of Q1 was down 35.3% by
value on the previous quarter – the
biggest fall in seven years on a
quarterly basis. Public markets
fluctuations will unpredictably affect
multiples and valuations – stocks and
cash/stock deals might end up on
hold until markets’ volatility
stabilizes. 
 
On the flip side, this could be a good
time for hostile takeovers as well as
consolidation mergers in hard-hit
sectors.  Tighter debt-financing is
likely to be an additional issue, but
could translate in potential buying
opportunities for private investors as
provider of growth capital to face
supply- and demand-side issues.



CONSUMER
RETAIL
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In addition, Europe is expected to
show big amounts of distressed assets
on sale due to the revenue drops
characterizing Q1 and, potentially, Q2
2020. Bad performances of R&CG
companies, especially SMEs, will force
them to re-think their business models
and restructuring will probably be on
top of the list.

R&CG Industry Outlook  2020 is the
year where R&CG executives need to
strike a balance between
conservative financial strategies
related to the current uncertainty in
global economic landscape,
especially due to the Covid-19
outbreak, and the increasing need of
investments in technology,
innovation and green-sourcing in
order to keep up with the changing
needs of the consumers who gained
an even more central role in the
success of the R&CG companies.
Overall, Deloitte foresees real
consumer spending growing by 2.2
percent in 2020, down from 3
percent in 2018.

Industry 4.0, Digital Supply
Networks and sustainable
sourcing seem to be the next big
topics within the R&CG industry.
Although such trends are going to
set the bar for the future, recent
market pressure makes long-term
strategies tough to define.
Demand fluctuations, liquidity
assessments, employees’ safety,
future shape of the supply-side
and communication to customers
are some of the current issues to
be managed before moving to
long-term investments. 
 
The long-term impacts of the
Covid-19 may be unknown and
even though especially in Western
Europe there are signs of
improvement, consumer and
retail players must ensure to stay
flexible and need to take into
account all possible scenarios and
think about the long-term to stay
competitive.



HEALTHCARE

The Covid-19 has significantly
impacted all the sectors, but
healthcare companies are at the
epicentre of this global pandemic
and have been called upon to act to
support the governments in
confronting the virus. 
 
In 2019, the Healthcare M&A market
reached an all-time high: the overall
deal value amounted to $541 billion
and the number of megadeals in
MedTech and BioPharma has
increased (e.g. Alcon and Celgene). 
 
What will happen in 2020? Should
we expect a drop in deal volume and
value as a consequence of the virus
outbreak? 
 
After the crisis, a new normal is
likely to emerge.  The healthcare
sector has usually been more
resistant in recessions as demand
for pharmaceutical products is not
discretionary and inelastic. Indeed,
in 2009 some pharma giants, such as
Bristol-Myers Squibb and Pfizer,
had  sales growth  of 8% and 7%,
respectively. 
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Moreover, an analysis of the last
significant global pandemic might
provide an insight into how COVID-
19 could impact consumer health
sales in 2020.
 
As the H1N1 influenza outbreak (the
“swine flu”) resulted in an increase in
OTC purchases on a global scale,
also Covid-19 may stimulate growth
in sales of OTC cough, cold and flu
products, and immunity dietary
supplements which will be affected
by the quality of the public health
response and health systems. 
 
The resilience of this sector can be
inferred also from the M&A market.
Focusing on the life science sub-
sector, an EY research shows that
deals volumes in life sciences
companies is significantly higher
than companies in other industries
during recession periods. 



In 1991, while deal volume for most of
the sectors declined by 2.4%, life
sciences deal volume grew 54%. Even
during the dot-com bubble of 2001,
whilst all other sectors showed a 32%
reduction in deal volume combined,
the life science industry increased
their deals by +17,6%. Besides, in the
2008 crisis, healthcare deals in the US
exhibited a 2.7x return vis-a-vis a 1.8x
return for non-healthcare deals.
 
The question now is: will this still hold
for the current situation? 
 
The Covid-19 recession is different:
the trigger of the disruption we are
currently observing across all
businesses is not a structural problem,
as it happened in 2008, but a health
crisis. This entails an increased degree
of complexity in analyzing the current
situation as extrapolating from the
past could be inaccurate. 
The global pandemic has put to a halt
some M&A transactions. Among the
pending M&As, three are the most
relevant: AbbVie’s acquisition of
Allergan ($63 billion), Stryker’s bid for
Wright Medical ($5.4bn) and UCB’s and
Ra Pharmaceuticals deal ($2.1 bn)

The risk is that, by the time these
deals will be closed, the valuation
of the target will significantly
differ from the time when the
acquisition was agreed upon. This
is to say that the pandemic is for
sure putting a strain on
healthcare resources. 
 
As a general trend, we could
expect an increased rate of
consolidation particularly for
players with relatively low market
share as the latter’s long-term
prospects are hindered by the
impact of Covid-19. 
 
Therefore, as category leaders
have more resources to face
adverse shocks, they may be able
to acquire target companies at
lower multiples. Furthermore, the
Covid-19 is likely to speed up the
trend towards telehealth services
(virtual clinical trials, AI) and
stimulate demand for at-home
care products and services; thus,
attractive opportunities may arise
for investors in these subsectors

HEALTHCARE
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HEALTHCARE

13BSMAC Covid-19 Report

How should pharma companies
react?
 
In the short term, management has
to ensure business continuity and to
counteract supply chain disruptions
by devising new sourcing and
distribution strategies; this would
allow firms to deal with spikes in
demand. It is also pivotal to set up a
crisis command center. 
 
Besides, building a scenario-driven
dynamic financial model and
quantifying products and services’
demand elasticity could help firms
quickly recover. In the mid term, the
uncertainty of the macroeconomic
scenario will taper off. This is the
period in which enterprises should
evaluate bold moves, such as
acquisitions of late-stage assets or
integration between digital and
health tech. 
 
The potential target are smaller
biotechs and MedTech companies
which may have an attractive
business model but lack financial
resources.

Only when the market volatility will
diminish, companies should
restructure their portfolio and
repatriate their supply chain.
 
The nature of the Covid-19
pandemic, from a purely medical
standpoint, has fueled interest for
companies directly related to the
process of dealing with the outbreak.
A clear example of this is the
acquisition of TNI Medical by
Masimo.
 
Masimo is a global medical
technology company. Its market
capitalization on the NASDAQ is over
$11b. TNI Medical is a German
healthcare company, specialized in
advanced ventilation. It recently
developed a new technology,
softFlow, which delivers high flow,
warmed and humidified respiratory
gases to patients suffering from
serious pulmonary conditions. Due
to the Covid-19 pandemic, the
demand for the softFlow technology
has dramatically increased.



HEALTHCARE

Both companies operate in the
industry of medical equipment and
devices. Even though companies
evolving in this industry have to deal
with an ever-evolving industry,
especially in 2020, the rapid pace of
transformation, change, and growth
occurring in this industry reflects the
current trends in the larger
healthcare sector.
 
The acquisition of TNI Medical is
actually Masimo exercising their
exclusive option to acquire fully,
after a first minority investment in
TNI Medical in August 2019. The
transaction was announced on the
20th of March and is expected to be
closed during the second quarter of
2020.
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The finance structure of the
acquisition is cash only. The amount
of the acquisition is undisclosed
because the acquisition will have an
immaterial impact of Masimo’s net
earnings of 2020, due to the relative
difference in size between the two
companies (Masimo being
considerably larger). Masimo have
decided to exercise their exclusive
option before maturity to capture
fully the cash flows TNI Medical
generates during a period of large
cash flows, and to allow Masimo to
scale manufacturing. 
 
After the announcement of the
acquisition, the stock price of
Masimo on the NASDAQ increased
dramatically, showing that the
market sentiment is favorable to this
acquisition. On the graph below, we
can see that the stock price started
increasing on Monday the 23rd of
March because the announcement
was made on a Friday (20th of
March) after closing hours.



TMT

Implications on TMT Industry
 
At the moment, the only real
solution to the COVID-19 crisis has
been to impose countrywide
lockdowns in order to limit social
interaction and thus to limit the
spread of the virus. People have
much more free-time and therefore,
the demand for online content and
services has skyrocketed. A lot of our
habits have changed. Indeed, most
of the active population is now
working from home, students are
now learning from the comfort of
their couch, entertainment has
become almost solely virtual and
family interaction now takes place
on Zoom. Although this is a great
market opportunity for TMT
companies, this sudden change in
consumer habits has been putting a
lot of strain on businesses of the
industry as they encounter the
threat of not being able to adapt
their business models fast enough
and see disruptive technologies
aggressively enter the market.
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In addition, many companies may
face cashflow issues, having invested
large sums of money in projects that
have been delayed or cancelled due
to the sanitary crisis. This is the case
of mega projects such as the switch
to 5G or the production of films,
music and many events. COVID-19
will therefore deeply impact CapEx
revenues and projections.
Furthermore, debt reduction
programs put in place by companies
with a high debt could be
compromised.
 
Lastly, it is now clear that this
unforeseen crisis will not be solved
in the upcoming months with social
distancing remaining the norm. The
economic impact of COVID-19 is still
unclear, but it is likely that it will lead
to mass unemployment and a deeply
rooted recession. This could
negatively impact the overall
expenditure on TMT products and
therefore, cause the failure of many
start-ups. 



Companies that survive this
economic and social upheaval will be
the ones that have been better able
to understand the change in needs
of their users, whilst those that
cannot renew themselves will see
themselves left out of the picture.
 
Implications on TMT M&A
transaction
 
M&A transactionsThe overall effect
of the COVID-19 crisis on the TMT
M&A industry is important but
maybe less compared to other
sectors. Indeed, TMT saw a decrease
in activity of approximatively 26% in
Q1 2020 when global M&A, all
sectors combined, saw a decrease in
deal values of 33% in Q1.  As can be
seen by the chart above, TMT M&A
has been slowing down in the recent
months as the number of megadeals
(e.g. United Technologies acquiring
Raytheon in June 2019 - $88bn) has
severely decreased and the COVID-
19 crisis has put on standby
potential deals such as Xerox’s
hostile takeover of HP because of
the “macroeconomic and market
turmoil cause by COVID-19”.
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On the bright side of things, most
TMT companies’ share price has
fallen by a third, making them highly
attractive to deep pocketed funds,
investment bodies or cash rich
companies. Lastly, start-ups are
already starting to run out of funding
and will by mid-year, be highly
vulnerable to potential acquirers.
Although this may boost M&A
activity, this economic turmoil and
unpredictable future entail that very
few megadeals can be expected in
2020. Investment banks are now
being used in order to fund current
activities rather than business
expansions thorough transactions.
Providing funding to struggling
businesses may be vital for securing
mandates a few years down the line.

TMT
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EXPECTATIONS
2020-2021

The uncertainty about the
development of Covid-19 pandemic is
forcing biologist, virologists and
macroeconomists to work together to
delineate possible evolution of the
disease in 2020 and 2021 to forecast
what the impact on global growth in
the next 12-18 months will be. When
dealing with forecast economists
model different scenarios. The
development of one or more variable
in one way or another affect those
scenarios, this year the variable in
question is the spread of Covid-19,
and the likelihood to experience
other waves in Autumn and in the
next year.      Global growth is
projected at -3% in 2020, highly
exceeding financial crisis decline.
Growth in the advanced economy
group, where several countries are
experiencing widespread disease
outbreaks and deploying
containment measures, is projected
at -6.1% in 2020.  Among emerging
market and developing economies, all
countries face a health crisis, severe
external demand shock, dramatic
tightening in global financial
conditions, and a plunge in
commodity prices, which will have a
severe impact on economic activity in
commodity exporters. 
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Overall, the group of emerging
market and developing economies is
projected to contract by 1.0% in
2020. Global growth is expected to
rebound to 5.8% in 2021, reflecting
the normalization of economic
activity from very low levels. The
advanced economy group is forecast
to grow at 4.5%, while growth for the
emerging market and developing
economy group is forecast at
6.6%.  In comparison, in 2010 global
growth rebounded to 5.4% from
-0.1% in 2009.



EXPECTATIONS
2020-2021

China seems to have overcome the worst.
Economists expect the Chinese GDP to have
fallen by 9% in the Q1 (quarter on quarter basis),
in the base case, other estimates predict a
double digit fall for the same period, in the
range of 12% - 14% decrease. While a sequential
recovery is expected from Q2 onwards, as daily
life gets back to normal, this boost may be
swamped by the collapse in activity caused by
the rest of the world going lockdown.  IMF
predicts the Chinese GDP to grow by 1.2% in
2020 and by 9.2% in 2021.
 
The center of the pandemic has shifted to
western regions: US and Europe. Now China
provides a benchmark to assess the economic
effects of the lockdown.  In 2020 economic
activity in EU is expected to contract between 5%
and 10%, with some EU countries facing sharper
contraction, while IMF predicts a year over year
fall in North American GDP equal to 5.9%. The
Eurozone PMI (purchasing manager index), an
index that measures service and manufacturing
activity, fell to an all-time law of 20.1 in March
from 50.7 in February, consistently with recent
experience in China.
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5-10%
GDP

CONTRACTION
EXPECTED IN THE
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EXPECTATIONS
2020-2021

Sectors impact 
 
Looking at the short term
 
Some sectors are currently in full
lockdown, causing an almost complete
halt to activity. Containment measures
are plummeting demand for certain
service sectors. Social distancing,
lockdowns, and travel restrictions are
leading to a sharp drop in
discretionary consumer spending,
tourism, arts, hospitality, retail, and air
travel.  Automotive, textiles, and
furniture manufacturing are among
the most vulnerable to the
postponement of consumer spending
as containment measures around the
world discourage “social
consumption”. This is may be
amplified by weak confidence and
reduced disposable income, which
could lead to a permanent loss in
spending.A limited number of sectors
is benefitting from the current
situation: food and beverages, IT and
digital services, health services, and
pharmaceutical. Similarly, household
utility consumption will increase as
people spend more time at home.
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On the medium term
 
Consumption patterns will regain
strength, but social distancing
measure will slow down the
recovery. Clothing industry,
restaurant, tourism will be among
the last to recover. The rise in
unemployment will spread
uncertainty that is going to weigh on
demand for investment and durable
consumption goods.
 
Over the long term
 
It’s likely that the global value chain
will be completely
reconsidered.  Probably it will be
shorter and less international and
hence more resilient to possible
shocks. Textile, chemicals, metals,
electronic, automotive are the more
reliant sectors on global value chains
and hence potentially more affected
by possible future changes. Health
and pharmaceutical sectors will
need to keep an emergency capacity
to produce the entire chain of
essential goods and equipment in
the home country.



EXPECTATIONS
2020-2021

Impact on M&A sector
 
Unlike in past crises, this time there
has been a huge change in the manner
in which M&A transactions are
negotiated.  All major players are
working remotely, using new and
collaborative tools, technologies and
techniques that have become critical
as buyers, sellers, providers of funding
and all of their respective legal and
financial advisors adjusted to the
changed environment.  Many potential
buyers may choose to wait until the
end of the semester before making
any big moves, in fact if on one side
it’s true that new technologies allow a
big portion of work to be done
remotely it’s even truer that, now
more than ever, the due diligence
phase it’s critical for buyers, and it
seem pretty hard that advisors will be
able to execute DD from home.
Virtually all IPOs planned for the
beginning of 2020 have been shelved
for now, as current levels of valuations
and volatility make quotation
unattainable.  Probably these
conditions are unlikely to improve
significantly over the course of the
next quarter.
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At the same time, the leveraged debt
financing market appears to be
closed for now.
 
 
Companies that can afford to make
acquisition can create long term
while taking advantages of cheap
prices.  Once the economy recovers
winners will be those companies
that have had enough resources to
make acquisition, using this
downturn to perform integration
activities  therefore taking full
advantage of synergies in the
recovery.
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