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Market Overview

The volume of the primary takeover bids rose by 68% in 2017 (EUR 51.5bn)
compared to 2016 (EUR 30.7hn} and reached the highest level over the last
10 years. This development can be explained by the merger of Linde AG and
Praxair, Inc. The public exchange offer to Linde AG by Linde PLC, the new
holding company, in June 2017 was valued with EUR 34.7bn. The second
largest takeover offer in 2017 was made by Finnish energy firm Fortum to the
Germany’s energy group Uniper SE in Movember and contributed to the total
takeover bid volume by EUR 7.8bn.

Figure 2 depicts the development of the bid volumes between 2010 and
2017.

Primary Takeover Bid Volume (m EUR, 2010-2017)
@ valume/
i DD OO DD
51,545
37,736
30,709

. 11,609 11,966

: 5,559 7437

010 2011 2012 2013 2014 2015 1016 2017

Figure 2: Primary Takeower Bid Volwme (m EUR, 2090-2047)
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Capital Market Reaction

To evaluate the capital market reaction on the first bids, we calculated the
cumulated abnormal returns (CARs) for bidder and target companies around
the day of offer publication. We concentrate on primary bids where the bid-
der owns less than 75% of the target before the bid; beyond 75% ownership
we believe that the market reaction is not representative. We calculate CARs
for two different event windows: -1 to +1 days and -7 to +7 days around the
day of offer publication. DAX Prime All Share index is used as a benchmark
for the calculation of CARs, as this index is domestic, broad and the listed
companies comply with the highest level of reporting requirements of
Deutsche Borse AG.

For the target companies, we find the average CARs to be positive through-
out all years and closely related to the average offer premiums. For this anal-
ysis, offer premiums are calculated based on the last observable stock price
before beginning of the event window.

Average CAR -/+1 Days for Target Companies (%, 2010-2017)

O O O © © © © ©
i, G D D D D O DO

6k
2000 2011 2012 2013 2014 15

1} Only primany bids considered for which capital market data weas avallsble
I Offer prerdum = [Offer price] | (Stoek price -2 days] - 1

Figurs B: Average cumuliated abnomal refurm -+1 days for target companies (3, 2000-2017]

* The market reactions in 2013 confain one exceptional case; When Livia Corporate Development
Group S5E submifted & bid of EUR 13.49 per share (highest price of preempfions) fo the owners of the
insolveni Soffmafic AG. the share price spiked wp from EUR 2.43 (-1 dayl fo EUR 12.50 {+1 day). The
dotted boxes in figurs 8 and 3 highbght the affect.




fimexpert-ValueTrust | German Takeover Report | Vol. 4

Statements & Fairness Opinions

Both the supervisory hoard and the executive board of the target company
are, according to §27 WplG, required to issue an opinion statement regard-
ing the adequacy of the takeover bid. Over the last few years more and more
target companies additionally requested a Faimess Opinion by a third party
to evaluate the offer's adequacy. The target company’s statements as well as
the Faimess Opinion are important tools for the communication between
management and shareholders of the target company and influence the take-
over bid's success. The supervisory and the executive board normally issue
a joint statement (2013-2017: 93.9% of all statements). Only few opinion
statements were issued by the boards separately in 2014 and 2015, and in

2017 we observe again joint statements only.
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Figure 13: Type of Bfafement (%-disinbution, 204 3-2017)
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Success Rates

The takeover bid success rates are of particular interest. However finding a
meaningful measure for “success” is not frivial. As in the preceding reporis
we start by considering a takeover bid's success in terms of two states: com-
pleted or discontinued acquisition. We define a hinary variable “success” as
equal to one if a bidder reached an ownership share of at least 50% or the
minimum acceptance threshold determined by the bidder within the defined
term of acceptance according to WpUGE, and zero otherwise. Using this defi-
nition, we find that 73.3% of takeover offers over the past 5 years were suc-
cessful. The other 26.7% of takeover bids failed either in round one {21.1%)
or thereafter (5.6%). In 2017 the distribution of takeover bid's outcomes cor-
responds to the cumulated results for 2013-2017.

Takeover Bid's Outcome (3-distribution, 2013-2017)
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Figure 20: Taksover Bid’s Quicome (Te-disinbufion, 2013-2017)

* As distinct from the Takeover Report 2047, one of the offers from 2016 had fo be reassigned from

ompleted” to “disconfinued” On 2 December 2016 the prasident of the Unied Siafes had banned
by decree the fakeover of Avtron AG by the Grand Chip lnvestmant GmbH prohibifing the planned
acquisition of the associzied US business. The offer was thus extinguished.

SWe exclude cases where the awnership share has already been above S50% prior to the
six months pericd before the bid. Cases where the bidder has gained a majority within the

six months before the bid due to buying arrangements with blockhaolders are considered as
successful
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Takeover Case Study: STADA Arzneimittel AG

On February 2, 2018, the extraordinary general meeting of STADA
Arzneimittel AG (STADA) approved with a majority of 99.0% the conclusion
of the domination and profit and loss transfer agreement {DPLTA) between
MNidda Healthcare GmbH {Nidda}' as controlling entity and STADA as de-
pendent company. In this context, ValueTrust acted as financial advisor to
both parties of the DPLTA and determined the reasonahble cash compensa-
tion and the reasonable recurring compensation payment according to sec.
305 and 304 of the German Stock Corporation Act (AktG).

Trading muktiples and share price perfformance of STADA AG during the transaction pericd
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Sowrce: Capial 1@, as per Apni 4, 2018

! Acquisition wehicle of the bidding consortium consisting of the private equity investors Bain Capital
Private Equity, LP (Bain Capital) and Cinven Partners LLP {Cinwen )



