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CMS Survey “Deal Drivers Russia 2011”: Activity of the Russian M&A Market Increases Significantly 
CMS and mergermarket interviewed M&A experts working in Russia about past transactions and asked them to make a forecast for the market in 2011. 84 respondents reported that their transactions in Russia lived up to expectations and achieved the respective goals. Despite Russia’s reputation as being a challenging country for M&As, the experts surveyed did not consider such transactions in Russia as more difficult than in other countries.

To get a better understanding of the current state of the M&A market in Russia as well as the current deal drivers and deal obstacles, CMS commissioned mergermarket (Financial Times Group) to garner the opinions of 25 representatives from the Russian deal-making community. In addition, a further 100 Russian M&A practitioners were surveyed on their outlook for 2011. 
The report “Deal Drivers Russia 2011” explores four main topics:  
1) Expected development of the Russian M&A market in 2011
2) Main challenges in the Russian M&A market
3) Industries expected to be especially active in 2011
4) Key drivers of the Russian M&A market
The forecast for the Russian economy is largely optimistic moving into 2011, with 79% of respondents expecting economic conditions to improve compared to the previous year and 74% expecting inward investment to increase (as against 60% last year). However, the straw poll findings indicate that bureaucracy and legislation issues are still regarded as key challenges when operating with M&A deals in Russia. This sentiment is mirrored in the market outlook survey, where 49% collectively attribute political and regulatory issues as the primary obstacles. 

Additional findings: 
· Securing finances has, in the opinion of 74% of survey respondents, become easier than it was a year ago – but 65% stress that the difficulties have only eased slightly. 
· While the broad majority of survey respondents (79%) predict more creative deal structures to bridge the funding gap, aside from vendor financing (vendor loans) there is little evidence of them in practice. 



· Pressure on Russian businesses from their lenders to alter their capital structures is strong, according to 70% of respondents. 
· Aside from the traditionally “hot” sectors in Russia, Transportation could be the sector that sees the next concentrated burst of deal flow, according to the mergermarket Heat Chart, which tracks future industry focuses of M&A activity, while 52% of respondents also name the Technology, Media & Telecommunications (TMT) space as a potential hub of activity in Russia. 
· In terms of deal size, Russia has historically seen the majority of M&A transactions at the lower end of the spectrum (€ 15 – € 100m). However, respondents expect a shift towards bigger deals in the € 101 – € 250m bracket. 
Key drivers behind primary market activity: government initiatives and cash-rich corporates 

Nearly one-quarter of respondents (23%) in the market outlook survey believe government initiatives will be the primary deal driver in Russia over the course of this year. More than one-fifth of respondents believe cash-rich corporates will generate the most significant deal flow during the current year. 

Despite the large number of Russian businesses that have moved into lender ownership via a debt-to-equity swap, less than one-tenth of respondents identify distressed M&A as a primary market mover of 2011, representing a steep drop from the one-quarter of respondents who expected this to be the case for 2010. 

Non-core asset disposals, arguably a hallmark of the financial crisis, are also much further down the list of top drivers, a clear sign that the tide has changed and the Russian market is emerging from the impact zone of the financial crisis. 

For further information to this report please contact Peter Huber (peter.huber@cms-rrh.com) [Text]
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About CMS Reich-Rohrwig Hainz
CMS Reich-Rohrwig Hainz was founded in Vienna in 1970 and has since emerged as one of the leading specialists in all areas of commercial and labour law. Highly-specialized teams consisting of internationally experienced lawyers primarily provide services in the following fields of law: M&A, banking and finance, real estate, taxes, labour laws, IP and IT laws, and public procurement. The company operates offices in Vienna, Belgrade, Bratislava, Brussels, Kiev, Ljubljana, Sarajevo, Sofia and Zagreb. All CMS offices together offer clients a team of more than 500 experienced specialists in 13 offices across the CEE/SEE region.
CMS Reich-Rohrwig Hainz is one of the founding members of CMS, the association of leading European legal firms and tax consultants. At present, CMS operates a network consisting of more than 700 partners, 2,800 lawyers and tax consultants, and a total of 5,000 employees working on behalf of its clients.  www.cms-rrh.com 


About CMS
CMS aims to be recognised as the best European provider of legal and tax services. Clients say that what makes CMS special is a combination of three things:

Strong, trusted client relationships
High quality advice
Industry specialization

We combine deep local expertise and the most extensive presence in Europe with cross-border consistency and coordination.
CMS has a common culture and a shared heritage which make us distinctively European. CMS operates in 27 jurisdictions, with 53 offices in Western and Central Europe and beyond. CMS was established in 1999 and today comprises nine CMS firms, employing over 2,800 lawyers. CMS is headquartered in Frankfurt, Germany.

CMS member firms are: CMS Adonnino Ascoli & Cavasola Scamoni (Italy); CMS Albiñana & Suárez de Lezo, S.L.P. (Spain); CMS Bureau Francis Lefebvre (France); CMS Cameron McKenna LLP (UK); CMS DeBacker Leclère Walry (Belgium); CMS Derks Star Busmann (The Netherlands); CMS von Erlach Henrici Ltd. (Switzerland); CMS Hasche Sigle (Germany) and CMS Reich-Rohrwig Hainz Rechtsanwälte GmbH (Austria).

CMS offices and associated offices: Amsterdam, Berlin, Brussels, London, Madrid, Paris, Rome, Vienna, Zurich, Aberdeen, Algiers, Antwerp, Beijing, Belgrade, Bratislava, Bristol, Bucharest, Budapest, Buenos Aires, Casablanca, Cologne, Dresden, Duesseldorf, Edinburgh, Frankfurt, Hamburg, Kyiv, Leipzig, Ljubljana, Luxembourg, Lyon, Marbella, Milan, Montevideo, Moscow, Munich, Prague, Rio de Janeiro, Sarajevo, Seville, Shanghai, Sofia, Strasbourg, Stuttgart, Utrecht, Warsaw and Zagreb.

CMS Reich-Rohrwig Hainz: Vienna, Belgrade, Bratislava, Brussels, Kyiv, Ljubljana, Sarajevo, Sofia, Zagreb

CMS Reich-Rohrwig Hainz is a member of CMS, the organisation of major European law firms: Aberdeen, Algiers, Amsterdam, Antwerp, Beijing, Belgrade, Berlin, Bratislava, Bristol, Brussels, Bucharest, Budapest, Buenos Aires, Casablanca, Cologne, Dresden, Dusseldorf, Edinburgh, Frankfurt, Hamburg, Kyiv, Leipzig, Ljubljana, London, Luxembourg, Lyon, Madrid, Marbella, Milan, Montevideo, Moscow, Munich, New York, Paris, Prague, Rome, Rio de Janeiro, Sarajevo, Seville, Shanghai, Sofia, Strasbourg, Stuttgart, Utrecht, Vienna, Warsaw, Zagreb, Zurich.
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