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Overview
The global M&A market
Globally, the M&A market in 2017 showed a decrease in comparison with the record year of
2016. The number of deals decreased to 18,433, compared to 18,592 deals for the previous
year (down by 0.8%), with a total deal value of US$ 3.15tn; a decrease of US$ 0.11tn or
3.2% compared to 2016. Even though the market fell compared to the previous year, 2017
became the fourth straight year in which the value of global M&A deals surpassed US$ 3tn.1
The cross-border contribution to the market value continued to be important. The number
of cross-border deals amounted to 6,459 with a total deal value of US$ 1.32tn, a 1.3% drop
from US$ 1.33tn in 2016. Cross-border deals increased their share of total global deals
to 35.1% of the number and 41.9% of the deal value. The share of the deal count was the
second-highest since the financial crisis, surpassed only by 2011’s 35.4%.2
The next wave of technology was a driving factor across all sectors. The technology sector
reached its highest annual deal count on Mergermarket (since 2001) with 2,569 deals. Even
though showing a decrease of 7.7% or US$ 45m, the Energy, Mining and Utilities sector
continued to be the largest target sector by value, with 1,541 deals with a total value of US$
543bn.3
The Nordic and the Swedish M&A market
The available statistics regarding the outcome of the M&A market in 2017, which vary
somewhat depending on the source, all show that 2017 was a record year for M&A in the
Nordic countries. The statistics from Mergermarket show an increase of deal value with
74% (deal value rose from US$ 64bn in 2016 to US$ 111.3bn in 2017)4 and, according to
another source, the total disclosed deal value in the Nordics increased by 55% (deal value
rose from US$ 74.9bn in 2016 to US$ 135.1bn in 2017, with 69% private undisclosed deals,
a drop of 1% compared with the previous year).5 A large contributing factor to the increase
of deal values was the increase in “mega deals”, deals with a value of €1bn or above.
During 2017, 21 such deals were completed in the Nordics.6
The Nordic M&A market showed an increase in both the number of deals, as well as in
deal value, compared with 2016. The total number of deals with a Nordic acquirer or target
company rose to 1,620 compared to 2016’s 1,389.7
Private equity (PE) companies were involved in 15% (247) of the deals on the Nordic
market, and featured on the buy-side in 70% (173), the sell-side in 19% (48), and secondary
buy-out in 11% (48) of the deals.8
The spin-off of the Swedish company Essity AB by SCA and the following listing of Essity
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AB, with a total deal value of US$ 26.7bn, had a significant impact on the increase of the
deal value for the Nordic countries, representing almost 39% of the increase.9 The Nordic
market also showed a growing influence on the European market, representing 12.7% of the
European market. Stable governments, low interest rates, an abundance of capital on the
market, as well as strong balance sheets, have been contributing factors for the strong year
of the Nordic market, and will likely carry on the trend into 2018.10
In Sweden, the Essity deal, contributed to the highest full-year deal value ever recorded
(please see further information under ‘Significant deals and highlights’, below). Without the
Essity deal, 2017 would have seen the lowest deal-value year for the Swedish M&A market
since 2013.11 According to the global transaction forecast for 2018 by Oxford Economics,
which is based on statistics up until November 2017, total deal value for Sweden 2017 was
estimated at US$ 30bn, 1.2% of the value for global M&A deals, an increase from 2016 of
142.4% (US$ 12.5bn).12 There are no other freely available statistics for actual deal value
for 2017.
According to statistics from a well-renowned accounting firm, Swedish companies were
featured in 854 or 47.15% of the Nordic deals, i.e. on the seller, buyer, or on both the seller and
the buyer side (Swedish companies on the buyer-side in 674 deals and Swedish companies
on the seller-side in 552 deals). 55% of the targets acquired by Swedish companies were
Swedish, while 14% of the targets were located in the other Nordic countries, and 31% from
countries outside of the Nordics. These statistics for Sweden are comparable to those for
the Nordic region, where internal activity represents the lion’s share of the market. Swedish
companies are, compared to the other Nordic companies, the most active outside the Nordic
market, 5% ahead of Norway, the Nordic country second-most active outside the Nordic
market.13
The Oxford Economics forecast shows 168 inbound and 258 domestic (426 in total) deals
for Sweden in 2017, an increase of the total by 5.3% from 2016 (143 inbound and 245
domestic deals, 388 in total). The numbers also show an increase of the inbound share
of the total. Inbound deals comprised 36.9% of the total in 2016, a number which rose to
39.4% in 2017. Hence, all of the available statistics show a high inbound and outbound
activity on the Swedish market.14
Relevant legislation and regulations
Swedish M&A deals are usually made through an acquisition of all or part of the shares
of the target company (so-called “public tender offers” or “takeovers” with regard to
acquisitions of public companies) as they give the parties more flexibility compared to
business or asset transfers which may require i.a. consent from various counterparties and
union consultations.
Acquisitions by way of mergers of public and private companies are unusual within Swedish
M&A since the rules regarding mergers under the Swedish Companies Act (2005:551)
give the parties less flexibility in respect of i.a. the confidentiality and timetable of the
transaction.
In general, there are no restrictions on foreign investments under Swedish Law. However,
it should be noted that some business sectors are subject to a permit for foreign buyers, e.g.
production of military equipment, which can impose restrictions on foreign ownership.
Swedish M&A is characterised by a significant degree of contractual freedom. The
Swedish Sales of Goods Act (1990:931), which provides certain protection for the buyer,
is applicable on (non-consumer) sales of goods and moveable assets (i.e. all assets other
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than real property), including shares. The Swedish Sales of Goods Act is, however, nonmandatory, and it is common that the parties agree to deviate from the Act.
In a cross-border asset transfer, the United Nations Convention on Contracts for the
International Sale of Goods (CISG) may be applicable. CISG applies automatically to
(non-consumer) sales of goods (excluding shares) between parties whose places of business
are in different states and where both states are contracting parties to CISG. However, it is
also common that the parties agree to deviate from CISG.
The Swedish Companies Act contains e.g. provisions relating to the board of directors’
responsibilities towards different stakeholders (such as the company and the shareholders),
compulsory acquisitions of minority shareholdings, etc.
Swedish tax laws are highly relevant in Swedish M&A deals, especially in respect of the
financing and structuring of the deal.
In addition to the above, the two main sources in Sweden regarding public tender offers
(takeovers) are the Swedish Takeover Act (2006:451), which contains provisions
regarding public tender offers and is an implementation of the Takeover Directive (2004/25/
EC), and the Takeover Rules. The Takeover Rules have been adopted by the Swedish
stock exchanges (Nasdaq Stockholm and Nordic Growth Market), in compliance with the
Swedish Securities Market Act (2007:528) and the Takeover Directive. Thereto, the
marketplaces have issued their own rules (e.g. Nasdaq Stockholm Rule Book for Issuers),
containing disclosure requirements and certain other provisions applicable on takeovers
while the Swedish Market Abuse Penalties Act (2016:1307) provides rules for improper
disclosure of insider information.
Apart from relevant case law and above-mentioned rules, the private body the Swedish
Securities Council promotes good practice in the Swedish securities market.
Regulatory authorities
Private and public acquisitions and mergers are regulated by the Swedish Competition
Authority (SCA) and the European Commission.
The SCA is a state authority responsible for the enforcement of the Swedish Competition
Act (2008:579). The SCA must be notified of a concentration if the combined aggregate
turnover in Sweden of the parties in the preceding financial year exceeded SEK 1bn and
each of the entities concerned had a turnover in Sweden in the preceding financial year
which exceeded SEK 200m.
The European Commission shall, according to the EC Merger Regulation (2004/139/
EC), be notified when a concentration has a EU dimension and the aggregate worldwide
turnover of the parties the preceding financial year exceeded: (i) €5bn and the EU-wide
turnover of each of at least two parties the preceding financial year exceeded €250m (big
concentrations); or (ii) €2.5bn and the EU-wide turnover of the parties the preceding
financial year exceeded €100m in at least three member states in the EU, and the turnover
of each party the preceding financial year exceeded €25m in at least three member states in
the EU (smaller concentrations).
In addition to the above, public tender offers (takeovers) and mergers are supervised by
the Swedish Financial Supervisory Authority (SFSA) and the Swedish Corporate
Governance Board. The SFSA is a state authority which i.a. supervises public tender
offers and enforces compliance with the Swedish Takeover Act. The Swedish Corporate
Governance Board is a self-regulated body that promotes good corporate governance of
listed companies in Sweden and proposes amendments to the Takeover Rules.
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Significant deals and highlights
Largest Swedish M&A deals of 201715
Deal value

Announcement date

Acquirer

Target

Acquirer sector

US$
26,666m

15 June 2017

Existing
Shareholders,
Sweden

Essity AB

Consumer
product and retail

US$ 3,217m

December

Zhejiang Geely
Holding Group Co
Ltd (Geely),
China

AB Volvo (7,853%)

Sweden

Sweden

US$ 1,799m

20 July 2017

Ingenico Group SA
(Ingenico),
France

Bambora Group AB

US$ 931m

23 January 2017

Dalian Wanda
Group Corp Ltd

Nordic Cinema
Group AB

China

Sweden

Fam AB

Sandvik AB
(Sandvik Process
Systems),
Sweden

US$ 577m

02 June 2017

Sweden

Automotive and
transportation

Diversified
industrial products

Sweden
Real estate

Financial services

Essity AB
The Essity spin-off was more than twice as large as the second-biggest deal on the Nordic
market, the acquisition of the Finnish company Fortum Oyj by Uniper SE, valued at
US$ 11.7bn.16 In fact, the Essity spin-off was the sixth-largest deal on the European market
2017, and the second-largest within the Consumer sector.17
By the divestment of Essity AB, SCA separated its hygiene and foresting business, with
the hygiene business placed in Essity AB. During the separation of the companies, SCA
acquired the German company BSN Medical for US$ 3.2m (€2.7m), which became part of
Essity AB. BSN Medical was consolidated into Essity AB on 3 April 2017 and contributed
with US$ 140.3m to Essity AB’s EBITDA, which amounted to US$ 1.6bn for the full year.18
AB Volvo
Geely (the owner of Volvo Cars) acquired Cevian Capital’s shares in AB Volvo, the holding
company of the Volvo group including, among others, Volvo Construction Equipment and
Volvo Trucks. Through the acquisition, Geely became the largest shareholder in AB Volvo
(8.2% of the capital and 15.6% of the votes).19 Through the investment in AB Volvo, Geely
is able to take a position on the commercial vehicle market. AB Volvo’s 45% holding in the
Chinese truck manufacturer Dongfeng may also be a motivation behind the acquisition.20
Bambora Group AB
The venture capital firm Nordic Capital sold its shareholding in Bambora Group AB to the
French payment services company Ingenico for US$ 1.8m (€1.5m).21
The Bambora Group AB stems from Nordic Capital’s acquisition of SEB’s international
payment platform in 2013. The Bambora Group AB has, since its formation, acquired
several other payment companies, among others Eurolin, DK Online, Keycorp, and, as late
as two months before Ingenico’s acquisition, Devcode Payment and Innocard.22
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Key developments
Changes to the Takeover Rules in 2017 and 2018
Changes in 2017
On 1 November 2017, the Takeover Rules were changed. The main changes were in
essence:
• Indirect acquisitions – the rule that if the offeror has acquired shares in the offeree
company in the six months prior to publishing an offer (a “prior transaction”), the terms
and conditions of the offer may not be less favourable than the terms and conditions of
the prior transaction, shall also apply to indirect acquisitions.
This means, e.g., that when an offeror has acquired control of a company (“holding
company”) which, in turn, owns shares in the offeree company, the terms of the indirect
acquisition will need to be taken into account when determining the minimum offer
price.
In the press release regarding the offer and in the structure of an offer document, the
offeror is obliged to provide information on the purchase price for the holding company,
how the purchase price was allocated between the offeree company shares and other
assets, and the reasoning that led to this allocation.
• Payment of the offer consideration – the prerequisites for submitting a public offer
have been made stricter. Any regulatory approvals required in order for the bidder to
be able to pay the consideration must have been secured before the bid is announced.
• General updates – if deemed required, the Swedish Securities Council may issue
instructions regarding how the parties should act in the event of competing offers.
• Sanctions – the maximum fine for breaches of the Takeover Rules have been raised
from SEK 100m to SEK 500m.
The above-mentioned changes regarding indirect acquisitions and payment of the offer
consideration were changed in light of the Chinese company HNA Tourism Group’s
(“HNA”) acquisition of Carlson Hotels on 7 December 2016. As a result of the acquisition,
HNA purchased an indirect majority stake (51.3%) in Rezidor, which triggered an
obligation for HNA to make a mandatory offer for the outstanding shares in Rezidor. HNA’s
mandatory offer did not include how much the majority stake in Rezidor was valued in the
prior acquisition of Carlson Hotels and was conditioned upon several Chinese regulatory
approvals (i.a. regarding transfer of funds out from China).
The board of Rezidor unanimously recommended the shareholders to reject HNA’s bid for
the full ownership of Rezidor, i.a. since the offer did not reflect the value of Rezidor from a
financial perspective (the shareholders of Carlson Hotels had received a significant higher
purchase price than the shareholders of Rezidor would have received in the mandatory
offer).
Changes in 2018
On 1 April 2018, the Takeover Rules were changed. The main updates were in brief:
• New procedural rules regarding regulatory approvals – the offeror is to withdraw
the offer as soon as possible or apply for an exemption from the Swedish Securities
Council if it becomes evident that the required regulatory approvals will not have been
received within the maximum nine-month acceptance period (Rule II.7).
• Right to return with a new offer – an offeror that has withdrawn its offer due to the
rules governing the maximum acceptance period (i.e. according to Rule II.7) and that
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subsequently receives the required regulatory approvals is permitted to return with a
renewed offer within four weeks thereafter, without prejudice to the general rule that
a new offer may not be submitted within 12 months of the previous offer (Rule II.24).
The changes above were introduced in light of HNA’s mandatory offer in Rezidor and
Knorr-Bremse’s offer of the shares in Haldex, which was conditioned upon US and EU
competition approvals.
Registration of beneficial ownership
On 1 August 2017, a new law concerning registration of beneficial owners entered into force.
The law is an implementation of the Fourth Anti-Money Laundering EU Directive. The
purpose of the law is to increase the transparency regarding the ownership and the control
of the companies, associations and other legal entities, in order to prevent money laundering
and terrorist financing. Essentially, the law implies that legal entities are obligated to notify
the Swedish Companies Registration Office of their beneficial owners.
A beneficial owner is a natural person who, alone or together with someone else, ultimately
owns or controls a legal entity, or a natural person who benefits from someone who is acting
on his or her behalf.
A natural person is presumed under the law to exercise ultimate control of a legal entity, e.g.:
(i) when the person due to his or her shareholding or membership controls more than 25%
of the total number of votes in the legal entity;
(ii) when the person has the right to appoint or resign more than half of the legal entity’s
board members or corresponding management; or
(iii) when a person is able to exercise equivalent control through agreements with the
owners, members or the legal entity, or through the provisions in the articles of
association, through shareholder agreements or similar documents.
The most significant obligation for legal entities, which is imposed by the new law, are that
they must obtain reliable information on who their beneficial owners are, and the nature and
extent of the beneficial owner’s interest in the legal entity which must be submitted to the
Swedish Companies Registration Office. If information on beneficial ownership is missing
or if reliable information cannot be obtained, the legal entity must provide information
about the lack of information to the Swedish Companies Registration Office.
Furthermore, the legal entity must notify the Swedish Companies Registration Office
without delay of any change in the beneficial ownership.
The registration requirement only applies to private companies, not to public companies.
It should be mentioned that this exception has little practical use, since the registration
requirement still applies to subsidiaries of such public companies, which will have to
register the ultimate beneficial owner of the parent company, i.e. the public company.
A legal entity that does not comply with the rules regarding registration of beneficial
ownership will be subject to fines.
Reduced corporate income tax and interest deduction limitations
The Swedish Government has presented its proposals on new tax legislation, which i.a.
include an interest deduction in the corporate sector, a reduction of the corporate tax rate
and tax rules on financial leases, to the Swedish Council on Legislation. The proposal is
expected to be put before the Swedish Parliament on 16 April 2018.
The current proposal implies a new general EBITDA-based interest deduction limitation for
negative net interest, i.e. the difference between interest income and interest expenses. The
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cap is calculated as 30% of EBITDA. Negative net interest which is not deductible can be
carried forward for a maximum of six years. Furthermore, an interest deduction prohibition
is proposed when a related company in another state obtains a tax deduction for the same
interest expense, or when the corresponding interest income is not subject to tax due to the
classification of the income for tax purposes (anti-hybrid rules).
The new proposed tax-rules regarding financial leases implies that the interest element in
certain leases should be determined and included in the EBITDA calculation, as a lease
can correspond to the lending of funds. Accordingly, a cooperation cannot circumvent the
interest deduction limitation by leasing instead of debt-financing a purchase.
The Swedish Government also proposes to reduce the corporate tax rate from 22% to 20.6%
for the financial year commencing 31 December 2020.
The proposed tax legislation follows from the EU Anti-Tax Avoidance Directive and
has clarified the tax rules regarding interest deductions, but it remains to be seen if the
tax legislation will be passed by the Swedish Parliament. Compared to the minimum
requirements in the EU Anti-Tax Avoidance Directive, the proposal by the Swedish
Government is generous. How the proposed tax legislation will affect M&A is hard to
say, but generally if a cooperation does not receive deduction for interest expenses, a debt
finance may not be an alternative, which will lower the leverage. Furthermore, it may also
affect the group’s overall debt.
Industry sector focus
Of the 1,620 deals on the Nordic market, the buyer and the seller were active within the
same sector in 738 of the deals. The Technology sector was the most active, with 176
(24%) same-sector deals, followed by Diversified Industrial Products (115 deals or 15%),
Consumer Products and Retail (92 deals or 12%), and Real Estate (77 deals or 10%). This
is a shift from the 2016 same-sector breakdown, in which the largest sector was Diversified
Industrial Products with a share of 18%, followed by Technology at 16% and Consumer
Products and Retail with 12%. Hence, Technology did not only pass Diversified Industrial
products, but also increased its share of the M&A market by 50%.23 Sweden remains a
strong technology country, the home to the “Nordic Silicon Valley”, Kista, with 53% of all
Nordic technology M&A.24
The Nordic countries have historically been a strong tech company market. Since 2013,
627 tech-related deals at a value of US$ 48.2bn have taken place in the Nordic countries. In
the same period, 438 deals were completed in France at a value of US$ 37.6bn; in Germany,
531 deals at US$ 25.4bn; and in the UK, 896 deals at US$ 85.8bn.25
The most buy-side cross-sector active sector during the year was Wealth and Assets
Management, which accounted for 325 out of the 882 cross-sector deals (37%), a sector
that includes PE companies and financial sponsors and has historically been the largest
cross-sector sector. Other cross-sector active sectors were Diversified Industrial Products
(108 deals or 12%), Technology (73 deals or 8%), and Consumer Products and Retail (59
deals or 7%). Hence, the overall most buy-side active sectors in the Nordic market during
2017 were Wealth and Assets Management (325 deals or 20%), Technology (249 deals or
15%), and Diversified Industrial Products (220 deals or 14%).26
PE companies increasingly targeted technology and growth companies during 2017.
Companies in the payment services sector attracted particular interest from PE companies,
where Nordic Capital’s sale of the Bambora Group AB is a notable deal (please see further
information under ‘Significant deals and highlights’, above).
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The year ahead
The outlook for Swedish M&A activity in 2018 remains strong and most M&A experts
predict that 2018 will be at least as good as 2017. The fundamental conditions for M&A
deals remain; low interest rates, wealthy companies and a stable political environment in
the Nordic countries.
According to the Baker McKenzie Transaction Attractiveness Indicator (presented in the
Global Transaction Forecast for 2018), Sweden is ranked as the sixth-most attractive
country in the world for M&A activities (ranked number 5 in 2016). The Transaction
Attractiveness Indicator rates the attractiveness of a country’s environment for M&A and
IPO activity on a scale from 0 to 10. The score is based on a weighted average of 10 key
economic, financial and regulatory factors that are typically associated with higher M&A
and IPO activity (key factors include the country’s economic growth, stock market size,
size of the economy, openness to trade, sovereign credit risk, political stability, ease of
doing business, legal structure, freedom to trade, and business regulation).27
In the past few years, numerous so-called dual-tracks, i.e. where the seller considers both
a private transaction and an IPO, have resulted in IPOs. Due to the fact that corporate
valuations on the Swedish private market continue to rise, dual-tracks are expected to
more often result in private transactions. A recent example is Nippon Steel & Sumitomo
Metal Corporation’s acquisition of the Swedish steel producer, Ovako.
Artificial intelligence
The use of artificial intelligence (“AI”), specifically machine-learning technology pretrained to recognise legal concepts, has increased significantly in the M&A process
during 2017 and the number of M&A deals where AI is used is likely to increase in the
next few years.
Within the Swedish M&A market, the top business law firms in Sweden have started to
experiment with and evaluate AI solutions in their M&A processes; some have already
adopted AI solutions such as Luminance, Kira Systems, etc. AI solutions used in due
diligence processes are intended to increase the review speed, as well as reduce costs,
which has been predicted to change business models and pricing within the M&A sector.
Warranty & Indemnity insurance in Swedish M&A
We have seen a significant increase in the use of Warranty & Indemnity (“W&I”)
insurance in Swedish M&A, especially with regard to PE sellers, which are very reluctant
to assume any post-closing liabilities. The costs of these insurances are often borne by
the seller and amount to large sums (the premiums are often between 1% and 1.5% of
the insured value). We expect the use of W&I insurance in Swedish M&A to continue to
increase during 2018.
GDPR’s impact on the M&A market
On 25 May 2018, the EU’s new data privacy law, the General Data Protection Regulation
(“GDPR”), will come into force. GDPR apply to all business that collect or process
EU citizens’ personal data, regardless of geographic location. GDPR is expected to
impact the M&A process, in the sense that an acquirer must exercise caution and conduct
appropriate due diligence to evaluate if the target company is compliant with GDPR, e.g.
how the target company collects, stores, uses and transfers personal data. If the target is
not compliant with GDPR, appropriate measures, such as price reductions, indemnities or
covenants, should be considered. Non-compliance with GDPR may result in significant
fines up to the higher of €20 million or 4% of the infringer’s worldwide annual revenue.
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Increase in Chinese outbound investment
Chinese outbound M&A activities have increased in Sweden over the last few years.
However, the Chinese government’s restrictions on outbound investments (such as a rule
requiring that Chinese companies investing over US$ 300m overseas gain the required
approval from relevant Chinese authorities) have had a negative impact on Chinese
outbound investment into Europe and the US, which decreased dramatically in 2017 (62%
decrease in the first nine months of 2017). These restrictions caused sellers outside China to
become ever-more cautious of the ability of Chinese bidders to close the deals, mostly from
a founding perspective. China has, however, resolved on a relaxation to the rules regarding
foreign investments, and outbound M&A acquisitions from China are expected to pick up
again during 2018.
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