A. Technical building blocks of an M&A transaction
· Accounting –     basic (Income Statement, Balance Sheet, Cash Flow)
Accounting Data Flow

· Finance –          DCF (growth, discount, FCF, WACC, terminal value), CAPM

            Coffee Break     
DCF Model

Lunch break
B. Introduction to the World of Finance
· Finance Institutions – Investors (MF, PF, Ins, Banks), Managers (PE, HF, MF) Intermediaries (IBs), Exchanges, Rating Agencies
· Investment Banks

· Sales & Trading (ECM, DCM – Bank Loan Trading, Corporate, Govt, Bond, High Yield)

· Research

· Prop Trading

· IB Product Groups (M&A, Structuring, LevFin, Special Sits., Currency & Derivatives)

· IB Industry Groups (Energy, Oil & Gas, Healthcare, TMT, FIG, RE, Industrials, Consumer/Retail)

· Global Transactions (cash mgmt, custody, sec. lending, prime brokerage)

· Investment Management, Private Banking

· Accounting – Intermediate (Cash EPS, Deferred taxes, Loss transferring)
C. Valuation in an M&A transaction
·                         Comparable Transactions

·                         Comparable Companies

·                         Multiple-based analysis (P/E, EBITDA, Revenue mutiples)

Homework 

1. growth projections and DCF model for a regional company (any industry).

2. multiple-based valuation for company.

3. calendar, motivation, objectives, potential buyers, selling points

 

Session 2:
Homework review

D. Breaking an M&A transaction into pieces
            Motivations & objectives

How M&A transactions create value (competitive advantages, fiscal synergies, horizontal/vertical integration, synergies, new markets) – always growth

For who do M&A transactions create value – shareholders, managers, advisors, lawyers, capital markets intermediaries
McK’s - The_five_types_of_successful_acquisitions
· Improve the target company’s performance

· Consolidate to remove excess capacity from industry

· Accelerate market access for the target’s (or buyer’s) products

· Get skills or technologies faster or at lower cost than they can be built

· Pick winners early and help them develop their businesses

Steps and stages in an M&A transaction (from an advisor’s standpoint)

            Long term relationship building

            Understanding clients and creating opportunities

            Preparation (corporate clean-up)

            Pitching

            EL, NDA

            Potential counterparty list

Teaser

Modelling, IM, Road-Show

            Auction, Preliminary negotiations

            LOI, exclusivity

            Due Diligence, Negotiations

            Signing of Purchase Agreement

            Closing

Coffee Break
E. Legal, tax and finance terms used in an M&A transaction (potentially with a legal expert)
                        MAC – Material Adverse Change Clause
                        Key employees

                        Deliverables

                        Financing contingencies

                        Non-compete agreement

                        Reps & warranties

                        Indemnification

                        Escrow

                        Structure and contents of legal documents

                        Key tax considerations

                        Key legal risks

Lunch break
F. Transaction types and financing sources in an M&A transaction
Transaction Types

                        Acquisition

                        Divestiture

                        Stake sale

                        Merger

                        Reverse merger

                        Restructuring

                        Spin-out

                        Spin-Off

                        Buyout

                        Joint Venture

                        Cash flow (Revenue or Earnings) acquisition

Transaction Financing          

                        Equity

                        Debt

                        LBO Finance

                        Project Finance
The soft side of M&A – Resume, Network (connections), conferences, public writing, Speaking engagements, Meetings, Appearance

Getting into M&A - Job hunting, Starting points

Bibliography

