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Domestic companies more efficient at capturing undervalued assets 
From a buyer’s perspective, of the 290 deals involving German or Austrian SMEs that took place in 
2012, 106 were cross-border4 deals and 184 were domestic. The stronger growth rate of domestic 
versus cross-border deals over the last four years (14.5% CAGR v 10.1% CAGR), perhaps indicates 
that closeness to domestic market dynamics gives local investors more confidence. S&P Capital IQ 
M&A transaction multiples data suggests domestic firms are more efficient at capturing 
undervalued assets, whilst cross-border acquirers are seemingly willing to pay a premium5.   

As is the case in most European countries, United States-based companies are the most frequent 
cross-border acquirers of German and Austrian SMEs, averaging 15 deals a year since 2004.  
European companies follow, with those based in both France and the Netherlands averaging 11 
deals per year, and the United Kingdom and Switzerland averaging 10 deals.  More surprising, 
perhaps, are the 10 acquisitions averaged each year by Nordic firms. Away from mature Western 
markets, in 2012, 5% of cross-border deals involved buyers from Russia, India and China, the 
second highest share in the last 9 years. This reflects a recent trend of Emerging Market investors 
acquiring assets in order to deliver brand value and intellectual property to satisfy the demands of 
the growing middle class6.  

The German ‘Export Machine’ – the Capital Goods sector remains an 
attractive asset group 

Looking at the data, it is clear that based on the total number of SME deals completed over the 
period of study (2004-2012) the Capital Goods sector remains an attractive asset group. This is 
consistent with the overall economic profile of both Germany and Austria being net exporter 
nations on a global scale relative to other non-commodity based countries. This high activity 
sector carried 24%7 of overall deal volume in this period while also being the sector of choice for all 
investor types, including cross-border and domestic investors acquiring both strategic and non-
strategic assets8.  

Our analysis suggests that international investors across industries recognise the tactical value of 
the Capital Goods industry and, more broadly speaking, export-linked industries within this region. 
Furthermore, we see that cross-border deals display a bias towards investors acquiring assets 
that operate outside of their own primary industry9. This is characterised by the Capital Goods 
industry representing 24% (196 of 831 deals) of overall cross-border deal volume between 2006 
and 2012, and at a significant premium of 19%10 over domestic investors based on average deal 
value. S&P Capital IQ’s data indicates that investors seem willing to pay a premium for greater 
market presence within one of the key segments of the German ‘Export Machine’. 

  

                                                 
4 For the purpose of this article "Cross border M&A" includes transactions where the target company was based in Germany 
or Austria, and the purchasing entity's domicile is any other country. 
5 Based on 21% data coverage for domestic deals and 40% data coverage for cross-border deals 
6 Research from Bank of America Merrill Lynch, Merrill Lynch, and U.S. Trust Finds Opportunities in U.S. Economy, 
Technologies, and Rising Emerging Market Middle Class, www.spcapitaliq.com 
7 Total Cross-Border deal volume is 874 and Capital Goods deal volume is 206 
8 A Strategic assets operates within the same primary industry as the Acquirer, a Non-Strategic assets operates within a 
different industry when compared to the Acquirer 
9 Primary Industry is based on 2nd node GICs grouping 
10 Strategic Asset average Cross-Border deal size – 23.96 vs. average domestic deal size – 19.43 
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