
  1  2  3  4  5  6  7  8 

0

5

10

15

20

25

30

35

40

45

50

0

10

20

30

40

50

60

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Deal Count 

De
al

 V
ol

um
e 

($
 b

ill
io

ns
) 

Credit Card Industry Deal Volume 

Volume
Deal Count

Source: Bloomberg 

Aug. 10: Capital One 
Financial agrees to 
buy HSBC's U.S. 
credit-card business 
for $2.6 billion.  

June 30, 2005: Bank 
of America agrees 
to buy MBNA Corp. 
for $35.4 billion in 
cash and stock. 

Summary Total Year To Date prior YTD

Number of Deals 18 16,296 15,415
Volume $820.8 million $1.58 trillion $1.25 trillion
Avg Disclosed Deal Size $82.1 million $178.5 million   $152.5 million
Average Premium 45% 21% 22%

Credit-card industry deal volume has risen almost threefold to $4.57 billion in 
2011 from $1.68 billion a year earlier, according to data compiled by Bloomberg.

Comparisons

Daily Data  (includes announced and amended deals)

Yesterday’s Deals

Breaking Deals

Vodafone sells India stake to Piramal For $640 mln. 
The cash deal for 5.5% of Vodafone Essar follows Vodafone’s pur-
chase of 33% of the company last month for $5.46 billion.

China Construction Bank Said to Bid for Bank Maspion. Maspion holders 
are selling 50% of the lender, which is valued at $200 million, said people familiar.

BofA May Sell China Construction Stake, Reuters Says. Bank of America 
holds 10% of China Construction Bank, which is valued at $17 billion. 

Goldman Sachs May Join MBK in Woori Bid, Economic Daily Says. The bank 
may invest 600 billion won in a consortium bidding for Woori Finance Holdings led by MBK 
Partners, the Seoul Economic Daily reported, citing an unidentified industry official.

BAE, Chemring, Ultra Electronics Plan Buys on U.S. BUDGET CUTS. Nearly 
40% of $52 billion in West European defense purchases since 2006 have been in the U.S. 

Fubon Financial may buy Bank of Guangzhou Stake, Economic Daily 
News says. Fubon may pay $986 million for a 19.99% stake, the newspaper reported.

Zijin Plans $779 Million in Overseas Buys, South China Post Says. Zijin is 
targeting central Asia after raising $480 million in bonds last month, the newspaper said. 

Brymedia to buy Nitel, ThisDay says. Brymedia West Africa has completed due 
diligence to buy Nigerian Telecommunications for $900 million, the newspaper reported.

By Danielle Kucera
The biggest stock-market rout since 

the financial crisis is giving traders a 
chance to double their profit betting 
Applied Materials Inc. will complete 
the largest takeover of a semiconductor-
equipment maker.

Varian Semiconductor Equipment 
Associates Inc. traded within $1.50 of 
Applied Materials’ $63-a-share agree-
ment before equities plummeted in the 
past week as the U.S. had its AAA debt 
rating cut for the first time. With the gap 
at more than $4 a share, arbitragers 
betting on the acquisition now stand to 
make an annualized gain of almost 40 
percent if the transaction wins antitrust 

Applied Materials 
After Rout Returns 40%

M&A
Watch

News, analysis and Commentary

Target Name Acquirer Name
TotaL
Value
($M)

Target
Price/
Ebitda

Explor. & production division China Investment Corp  3,302 -
Card and retail services bus. Capital One Financial Corp  2,600 -
Lenta LLC Multiple acquirers  1,100 -
Train 1/Atlantic LNG China Investment Corp  851 -
Vodafone Essar Ltd Piramal Healthcare Ltd  640 -
Fawer Automotive Parts Co Guangdong Sunrise Holdings  629 -
Silicon wafer business Sino-American Silicon Prod.’s  457 -
Almeida Junior Shopping Ctr. Westfield Group  457 -
ZaZa Energy LLC Toreador Resources Corp  327 -
Land & building Private investor  306 -

Target Name Acquirer Name
TotaL
Value
($M)

Target
Price/
Ebitda

Beats Electronics LLC HTC Corp  309  - 
South Arne oil field Hess Corp  200  - 
First Insurance Co of Hawaii Tokio Marine Holdings Inc  165  - 
Kazokutei Co Ltd H2O Retailing Corp  81  4.2 
Land & Building Global Sources Ltd  51  - 
Banksimple Multiple acquirers  10  - 
Hollywood Classics Ltd Metrodome Group PLC  3  - 
NK Co Ltd BS Financial Group Inc  2  9.4 
Nomura Korea Co Ltd Nomura Micro Science Co Ltd  0  - 
Active Energy Ltd Active Energy Group PLC  0  - 

BRIEF  Thursday
 08.11.11Mergers    



  1  2  3  4  5  6  7  8 

approval from regulators and 
closes in mid-October, according 
to data compiled by Bloomberg.

While the slump in U.S. equi-
ties is threatening to derail what 
had been the best year for 
takeovers since 2007, Applied 
Materials said yesterday it re-
mained “committed” to the deal. 
The company, which is spend-
ing $4.9 billion to get back into 
a business it lost to Varian, has 
already raised more than a third 
of the total selling bonds and 
has $3.3 billion in cash. Applied 
Materials also has the highest 
credit rating in the industry.

“This is a good buyer with a good bal-
ance sheet,” said Yemi Oshodi, manag-
ing director of M&A and special situations 
trading at WallachBeth Capital LLC. In 
addition, “we don’t see anything that leads 
us to think there’s going to be any concern 
on the regulatory front. This is the transac-
tion that I would recommend for any client,” 
compared with the risk involved, he said.

Howard Clabo, head spokesman for 
Applied Materials, said in an e-mail that the 
company is “committed to our acquisition 
of Varian.” He declined to comment on the 
regulatory approval process.

The all-cash offer from the world’s largest 
producer of chipmaking equipment was 
55 percent higher than Varian’s price of 
$40.55 prior to the announcement in May.

After the companies disclosed the deal, 
Varian never fell below $60 until last week, 
when the Standard & Poor’s 500 Index 
began its biggest three-day drop since 
November 2008.

Shares of Varian fell to a low of $56.64 
during that span, before rebounding in 
the past two days to $58.91. Based on 
yesterday’s closing price, traders stand to 
make 6.9 percent if the deal is completed 
by mid-October, which would equal a 39 
percent gain over a full year, data compiled 
by Bloomberg show.

“The market sell off last week had a big 
impact” on the deal spread, said Mehdi 
Hosseini, an analyst at Susquehanna 
Financial Group. “The arbitrage opportunity 
is that you buy it here and assume that Ap-
plied is going to close this in October.”

With $3.1 billion more cash than debt, 
Applied Materials has the highest reserves 
among producers of chipmaking equipment 
in the U.S., data compiled by Bloomberg 

show. The company also generated $1.8 
billion in free cash flow in the past 12 
months, more than all equipment makers 
except ASML Holding NV.

To finance the takeover, Applied Materi-
als already raised $1.75 billion selling five-, 
10- and 30-year bonds. Applied Materials 
is rated A- by S&P. Based on Bloomberg’s 
Company Credit Ratings, Applied Materials 
has a AAA credit rating.

“I don’t see financing as any issue,” said 
Patrick Ho, an analyst for Stifel Nicolaus & 
Co. “This is an opportunity to make money.”

Applied Materials is unlikely to give up on 
the deal because it needs Varian’s 70 per-
cent share of the so-called ion-implantation 
business to bolster demand, he said. The 
machines are used in a stage of creation 
for all computer chips and to make solar 
panels and light-emitting diodes.

Sales at Applied Materials, which exited 
the ion-implantation business in 2007, 
will rise 14 percent this year, analysts’ 
estimates compiled by Bloomberg show. 
Varian, which gets all its sales from selling 
ion-implantation machinery, will grow more 
than three times as much.

The lack of overlapping businesses in-
creases the likelihood that Applied Materi-
als, which has already gained approval 
from regulators in Israel, Germany and 
Taiwan, will get clearance from the U.S. 
Department of Justice, according to Ho.

The company received a second request 
from U.S. regulators on June 13, which 
usually occurs for deals of Varian’s size, 
according to Peter Lobravico, a vice presi-
dent of merger arbitrage trading and sales 
at Wall Street Access. It may take about 
three or four months for Applied Materials 
to get clearance from the time of the sec-
ond request, which means the deal could 

be completed in mid-October, 
he said.

Gina Talamona, a spokes-
woman for the Justice Depart-
ment, declined to comment 
on whether it’s reviewing the 
acquisition.

The takeover may still get held 
up as Applied Materials waits 
for regulatory approval from 
China, leading traders to avoid 
the deal, said Keith Denninger, 
vice president of event-driven 
strategies at MKM Partners LP. 
The possibility of a more than 30 
percent drop if the deal unravels 

may also scare away investors, he said.
“Ultimately, I think what’s spooking arbs is 

the potential downside,” Denninger said. “If 
this thing blows up, this will ruin your year.”

For Wall Street Access’s Lobravico, the 
potential windfall from Applied Material’s 
deal for Varian more than compensates for 
the odds it will fall apart.

It’s “obviously a huge spread,” he said. “I 
can’t think of a fund manager that wouldn’t 
want to make a return like that.”

2

4

6

8

10

12

14

16

Jan 3 Feb 2 Mar 4 Apr 3 May 3 Jun 2 Jul 2 Aug 1

En
te

rp
ri

se
 V

al
ue

 t
o 

Tr
ai

lin
g 

12
-M

on
th

 E
bi

td
a 

M
ul

ti
pl

e 
(t

im
es

)

Varian Semiconductor Valuation vs. Peers

Varian Semiconductor Lam Research Corp.
Novellus Systems Inc. KLA-Tencor Corp.
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Source: Bloomberg

May 4: Applied Materials 
agrees to buy Varian.

Applied Materials After Rout Returns 40%…
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Vodafone Says Piramal Buys Indian Stake
Vodafone Group Plc sold a stake in its Indian unit to Piramal Healthcare Ltd. for 

$640 million, a deal that puts the world’s largest mobile-phone operator back into 
compliance with rules limiting foreign ownership.

Piramal will pay cash for 5.5 percent of Vodafone Essar, the U.K. company said in a 
statement. The deal allows Piramal to take part in a potential IPO of Vodafone Essar, 
India’s third-largest mobile-phone carrier, or sell its stake back to the U.K. company, 
the Vodafone statement said.

The sale brings Vodafone’s stake in Essar back under the 74 percent that foreign 
companies are allowed to own in local mobile-phone operators. Vodafone had boosted 
its share of Essar to just above that when it paid $5.46 billion for 33 percent of the 
company last month.

The transaction values the Indian venture at $11.6 billion. The U.K. operator’s 33 
percent stake purchase had valued the whole company at more than $15 billion.

– Jonathan Browning and Jun Yang

BofA in China Construction Stake Talks, Reuters Says
China Construction Bank Corp. rose in Hong Kong trading after Reuters reported 

that Bank of America Corp. began talks with funds in Kuwait and Qatar on selling 
part of its stake in the Chinese lender.

Bank of America has held talks with the sovereign wealth funds of Kuwait and Qatar, 
Reuters reported, citing people it didn’t identify. The U.S. bank may sell some of its 
stake in Construction Bank, the world’s second-largest lender by market value, to 
boost capital before new international standards take effect, three people briefed on 
the plans told Bloomberg in June. Bank of America holds about 10 percent of Con-
struction Bank, according to data compiled by Bloomberg, a stake valued at about 
$17 billion based on the Aug. 10 closing price.

– Stephanie Tong

China Construction Bank Said to Bid for Bank Maspion
China Construction Bank Corp. made a preliminary bid for control of PT Bank Mas-

pion Indonesia, three people with knowledge of the matter said.
Shareholders of closely held Bank Maspion plan to sell more than 50 percent of the 

lender, which is valued at about $200 million, said the people, who spoke on the condi-
tion of anonymity because the negotiations are private. 

Construction Bank has yet to decide if it will make a binding offer, one person said. 
It held off making a decision after Indonesia’s government last month said it will enact 
new bank ownership rules this year that may bar Construction Bank from holding a 
majority stake, according to the people.

PT Alim Investindo owns 77.8 percent of Maspion, according to the bank’s website. 
A media official at Construction Bank didn’t respond to a telephone call and a text mes-
sage seeking comment. 

Chinese companies have announced $681 million worth of acquisitions in Indonesia 
in the past 12 months, data compiled by Bloomberg show. Demand for banking services 
in Asia’s third-most populous country is expected to grow with the country’s economy 
poised to expand as much as 7 percent next year on rising exports and investments.

– Cathy Chan and Joyce Koh 

HTC to Buy Dr. Dre’s Headphone Maker Stake
HTC Corp.  agreed to buy control of a maker of headphones backed by rapper Dr. Dre 

■■ Prem Parameswaran was 
named head of media and telecom 
investment-banking coverage in 
the Americas by Deutsche Bank 
AG. Parameswaran’s appointment 
was announced in an internal 
memo. Parameswaran succeeds 
Don Birchenough, who left to 
join Credit Suisse Group AG in 
May. Malcolm Morris was named 
vice chairman for Americas media 
coverage. Parameswaran joined 
Deutsche Bank in 2003, most re-
cently managing Americas telecom. 
He covers accounts including AT&T 
Inc., Paetec Holding Corp., RCN 
Corp. and Frontier Corp. Morris 
has been with Deutsche Bank since 
1992, most recently as head of 
cable and tower coverage.

Adam C. Peakes■■ , 38, joined Tu-
dor, Pickering, Holt & Co., the Hous-
ton-based investment bank focused 
on the energy industry, as a manag-
ing director. He previously worked at 
Goldman Sachs Group Inc. as a 
managing director in the firm’s global 
natural resources investment-banking 
group, according to a statement. Dur-
ing his 11 years at Goldman, Peakes 
worked in the New York and Houston 
offices, and advised on transac-
tions such as Pride International 
Inc.’s sale to Ensco Plc and Baker 
Hughes Inc.’s acquisition of BJ Ser-
vices Co. He received an MBA from 
Harvard Business School.

Evercore Partners Inc.’s Jane ■■

Sadowsky, a banker to power and 
utility companies such as Exelon 
Corp. and AES Corp., has left the 
New York-based investment bank. 
Sadowsky was a senior managing 
director in New York since joining 
Evercore from Citigroup Inc. in 
2006. Her departure was confirmed 
by Kenny Juarez, a company 
spokesman, and was reported last 
week by Sparkspread. 

—Zachary R. Mider, Serena Saitto,  
Rob Williams

People Watch
The Wire

E-mail people news to  
mergerbrief@bloomberg.net.
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for $300 million.
The Taiwanese company will acquire 51 percent of Beats Electronics LLC, HTC 

CFO Winston Yung said. Beats Electronics, formed in 2006 by Dr. Dre, also known as 
Andre Young, and Universal Music’s Interscope Records Chairman Jimmy Iovine, 
makes headphones that sell for as much as $600.

The purchase paves the way for the Taiwanese smartphone maker to expand its 
offering of accessories as competition in the smartphone market escalates. HTC last 
month agreed to buy S3 Graphics Co. for $300 million to access its trove of patents as 
it defends against infringement lawsuits from Apple Inc.

Demand for phones with touchscreens and faster fourth-generation connectivity is 
helping HTC generate record sales as it closes in on Nokia’s No. 3 position in the 
global smartphone market after Apple and South Korea’s Samsung Electronics Co. 
The gains have helped HTC amass a cash pile of NT$108.4 billion ($3.7 billion) as of 
June 30.

– Janet Ong and Naoko Fujimura

BAE, Chemring Plan Buys on U.S. Budget Cuts
U.S. budget cuts may spur a spending spree at BAE Systems Plc and other Euro-

pean companies reliant on the world’s biggest defense market as they rush to expand 
in military technologies best-placed to dodge the contraction.

BAE, Chemring Group Plc and Ultra Electronics Holdings Plc say they’re seek-
ing opportunities in electronic warfare and intelligence gathering, while Meggitt Plc, a 
maker of wheels, brakes and controls for fighter jets, is chasing energy-industry deals 
to offset the defense-side slump.

BAE, which exited airliner production in 2006 with the sale of its Airbus SAS stake, 
derived $16 billion in sales from the U.S. last year, twice the revenue from its home 
U.K. market and almost 50 percent of the global total. Smaller European players are 
even more exposed, with Cobham Plc deriving almost 61 percent of business from 
the world’s No. 1 economy and Meggitt more than 54 percent, including civil work for 
Boeing Co.

West European companies have made 360 aerospace and defense purchases worth 
$52 billion over the past five years, according to Bloomberg data, of which almost 40 
percent by value have been in the U.S. Just over half of the buyers have been British, 
with 20 percent French, 13 percent Italian and 11 percent German.

– Sabine Pirone

Li & Fung May Need More Purchases to Meet Targets 
Li & Fung Ltd., the Wal-Mart Stores Inc. supplier that doubled its workforce after 

at least 11 acquisitions in the past year, may need to make still more deals to meet its 
earnings targets.

The world’s biggest supplier of toys and clothes to retailers may report first-half profit 
fell 25 percent to HK$1.6 billion ($205 million) when it announces earnings, according 
to the median estimate of seven analysts in a Bloomberg News survey.

After pledging to focus on “organic growth” in the next three years, Li & Fung may in-
stead need to make more purchases to meet its goal of more than doubling operating 
profit at its main business to $1.5 billion by 2013, according to Credit Suisse Group’s 
Gabriel Chan.

Li & Fung has spent at least $3 billion on deals from 2006 to 2009, doubling both 
sales and profit in that period, according to data compiled by Bloomberg.

Relying on organic growth “clearly” won’t be enough if the company is to meet its 
earnings target, said Kenny Tang, general manager of AMTD Financial Planning. Li & 
Fung had about $1 billion in its acquisition fund, CEO Bruce Rockowitz has said.

– Bloomberg News

Evercore Partners Inc.’s■■  joint 
venture in Brazil, G5 Advisors, is 
aiming to raise more than $1 billion 
to start three private-equity funds 
and a commercial real-estate fund 
in Sao Paulo. “We see investors’ 
continuing appetite for Brazilian 
assets,” Corrado Varoli, G5’s co-
founder, said. “Evercore will invest 
with us in the funds and will help us 
to raise money.” Takeovers of Brazil-
ian companies this year are keeping 
pace with 2010’s record volume, 
with 326 deals totaling $64.4 billion, 
data compiled by Bloomberg show. 
Last year’s total for the same period 
was $65.3 billion. G5 wants to raise 
about $400 million for an oil and gas 
fund, $300 million for investing in 
power and utility assets and $200 
million for luxury brands, Varoli said. 
The Sao Paulo-based mergers and 
acquisitions advisory boutique is 
also seeking 400 million reais ($252 
million) for a commercial real-estate 
fund focusing on shopping centers in 
Brazil, he said.

The selloff in global equity mar-■■

kets in the past week won’t neces-
sarily hurt leveraged buyouts, said 
executives at private-equity firms 
Thomas H. Lee Partners LLC 
and Apollo Global Management 
LLC, as lower prices for takeover 
targets offset rising financing costs. 
“We’re actually not unhappy if the 
credit markets slow down a little 
bit,” Scott Sperling, co-president of 
Thomas H. Lee Partners LP, said. 
The firm prefers to put more cash 
into deals, as long as the purchase 
price “provides us more protection 
against the risks of the economy,’’ 
he said. The buyout executives said 
they can thrive in volatile markets 
where falling equity prices play to the 
strengths of distressed investors who 
seek to buy troubled companies at 
a discount. Apollo took advantage of 
turmoil in 2008 and in past reces-
sions, said Marc Spilker, president 
of the firm. 

— Cristina Alesci, Jason Kelly,  
Cristiane Lucchesi, Serena Saitto

Private Equity
THE WIRE…
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U.S. Should Probe Waste  
Management Deal, Group Says

Waste Management Inc.’s acquisition of 
Oakleaf Global Holdings Inc. should be 
investigated by the U.S. Justice Depart-
ment as the garbage-hauling industry 
continues to consolidate, said a group that 
favors stronger antitrust enforcement.

By buying Oakleaf, Waste Management 
will rid itself of a national competitor, wrote 
Bert Foer, president of the Washington-
based American Antitrust Institute, in a 
letter to Acting Assistant Attorney General 
Sharis Pozen.

The $425 million purchase would leave 
two dominant companies, Houston-based 
Waste Management and Phoenix-based 
Republic Services Inc., which could lead 
to higher prices, Foer said in the letter.

—Jeff Bliss

BHP-Nyrstar Talks on Joint  
Lundin Bid Said to Have Failed

BHP Billiton Ltd., the world’s biggest 
mining company, and Nyrstar NV failed 
to reach an agreement in talks on a joint 
bid for Lundin Mining Corp., two people 
familiar with the matter said. The talks 
ended last week, the people said, declin-
ing to say why they weren’t successful 
and asking not be identified because the 

discussions weren’t public. While Nyrstar, 
the world’s largest refined zinc producer, is 
still interested in some of Lundin’s assets, 
it can’t afford to buy the miner on its own, 
one of the people said.

—Firat Kayakiran

Former Facebook  Executive 
Buys Stake in NBA’s Warriors

Chamath Palihapitiya, an original 
member of Facebook Inc.’s manage-
ment team, joined the ownership group of 
the National Basketball Association’s 
Golden State Warriors. Financial terms 
weren’t disclosed. In four years at Face-
book, he worked in various roles, includ-
ing vice president of user growth, mobile 
and international. He left in June. The 
Warriors about a year ago were sold for 
a league-record $450 million by Christo-
pher Cohan to a group led by Joe Lacob, 
managing partner at venture capital firm 
Kleiner Perkins Caufield & Byers, and 
Peter Guber, chairman of Mandalay 
Entertainment Group.

—Scott Soshnick

Virgin Atlantic Reports Interest 
From Investors After M&A Study

Richard Branson’s Virgin Atlantic Air-

ways Ltd. said it’s attracting interest from 
potential investors after completing a study 
into its strategic options.

“We have a pretty good understanding 
of what’s happening in the market,” CEO 
Steve Ridgway said. “We know where 
all the chess pieces are.” Virgin Atlantic is 
reviewing its independence after U.S. and 
European regulators allowed British Air-
ways, Iberia and AMR Corp.’s American 
Airlines to create a joint business. 

—Steven Rothwell

AT&T Bid Faces Rhodes-Scholar 
Antitrust Review in California

AT&T Inc., looking to win approval for its 
proposed $39 billion acquisition of T-Mo-
bile USA, is facing a challenge in Califor-
nia where regulators have raised questions 
about the deal’s effect on consumers and 
corporate customers. The state’s Public 
Utilities Commission has held seven 
public discussions of the bid, under the 
oversight of Commissioner Catherine 
Sandoval. She’s delving into how a merger 
would affect rural communities, corpora-
tions and the evolution of wireless technol-
ogies. Through her scrutiny, the 50-year-old 
law professor and Rhodes Scholar may 
help determine whether AT&T succeeds.

—Olga Kharif

Chile Constitutional Court to 
Review Lan-Tam Transaction

Chile’s Constitutional Court will review 
Lan Airlines SA’s planned $3.3 billion 
takeover of Brazil’s Tam SA at the request 
of rival carrier Pal Airlines. The constitu-
tional probe won’t impede an ongoing re-
view of the transaction by Chile’s Antitrust 
Tribunal, known as TDLC, according to 
documents posted on the court’s website.

—Eduardo Thomson

Nigeria’s Interswitch Plans  
African Purchases With Helios

Interswitch Ltd., a Nigerian company 
that processes payments for banks in the 
West African nation, took a 60 percent 
stake in Uganda’s only company of the 
kind amid plans for more African acquisi-
tions. Interswitch will use the 26 billion 
naira ($170 million) invested by London’s 
Helios Investment Partners LLC. 

—Emele Onu

M&A Roundup   

Biggest Credit-Card Acquisitions

Announced Target Buyer Seller
 Announced 
Total Value 

($ mln) 

Deal 
Status

6/30/05 MBNA Corp. Bank of America Corp.   35,366 Complete

8/16/06 Shinhan Card Co. Shinhan Financial 
Group Co.   6,918 Complete

9/21/95 First Financial Man-
agement Corp. First Data Corp.   6,026 Complete

1/20/97 First USA Inc. Bank One Corp.   6,020 Complete

6/6/05 Providian Financial 
Corp.

Washington Mutual 
Inc.   5,627 Complete

7/11/08 Shinsei Financial Co. Shinsei Bank Ltd. General Electric Co.  5,464 Complete

5/5/08 Credit card port-
folio JPMorgan Chase & Co. Target Corp.  3,600 Complete

1/16/02 Chase USA Master 
Trust JPMorgan Chase & Co. Providian Financial 

Corp.  2,870 Complete

8/10/11 Card and retail 
services business

Capital One Financial 
Corp. HSBC Holdings PLC  2,600 Pending

8/31/05 Credit and financial 
services business JPMorgan Chase & Co. Sears Canada Inc.  1,857 Complete

1/20/04 Private label credit 
card operations Bank One Corp. Circuit City Stores 

Inc.  1,800 Complete

3/6/06 Private label credit 
card accounts JPMorgan Chase & Co. Kohl's Corp.  1,600 Complete

8/4/05 Metris Cos. HSBC Holdings PLC   1,568 Complete

10/22/03 Bankcard portfolio FleetBoston Financial 
Corp.

Circuit City Stores 
Inc.  1,300 Complete

Source: Bloomberg
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BHP Billiton’s agreement to buy Petro-
hawk Energy Corp. values its proved gas 
reserves at an astonishingly high $4.44 per 
1,000 cubic feet.

The world’s biggest mining company by 
market value on July 15 agreed to acquire 
Petrohawk Energy Corp. for $38.65 a 
share in cash. Including Petrohawk’s out-
standing debt, the transaction was valued 
at $15.2 billion. BHP on July 25 launched 
a formal cash tender offer to acquire the 
Petrohawk shares. The offer is currently 
scheduled to expire on Aug. 19. 

The companies announced U.S. anti-
trust clearance on July 25 and the merger 
requires approval of the Committee on 
Foreign Investment in the United States. 
Material CFIUS-related delays aren’t antici-
pated.

Not only was the $38.75 cash price a 45 
percent premium to Petrohawk’s 30-day 
average closing price, it also valued Petro-

hawk’s 3.4 trillion cubic-feet equivalent of 
proved gas reserves at $4.44 per 1,000 cu-
bic feet. BHP emphasized that Petrohawk’s 
total resource base equaled 35 trillion cubic-
feet equivalent, but most of that reserve 
base is not a proven reserve. The deal price 
equated to $26.60 per BOE, based on the 
energy equivalence of 6,000 cubic feet of 
natural gas and one barred of oil. 

Even though Petrohawk is enhancing its 
production of crude oil and other liquids, 
it is primarily a gas producer. The com-
pany estimated that 87% of production will 
be natural gas this year, according to an 
investor presentation in July.

In terms of Ebitda multiples, BHP is paying 
16.4 times trailing 12 months adjusted Ebitda 
or 10 times 2011 Petrohawk forecasts for 2011. 
When Exxon Mobil Corp. acquired XTO En-
ergy Inc. in 2010, it only paid 6.5 times Ebitda 
and $17 per BOE ($2.83 for MCF) of reserves. 

In the post-BHP/Petrohawk world, inves-

tors may benefit from searching for natural 
gas producers that aren’t fully valued in the 
current marketplace. For example, we used 
the Bloomberg Index/MMR function for the 
XNG Index. The XNG covers 18 gas pro-
ducers and is up about 1.0 percent in 2011. 

Two index members, Devon Energy 
Corp. and Ultra Petroleum Corp. stand 
out as weak performers. Devon is down 
12.4 percent and Ultra Petroleum 14.7 
percent in 2011. The table below shows a 
comparison of essential financial and op-
erating characteristics of both companies. 

At current prices, Devon and Ultra Petro-
leum are trading at enterprise value to bar-
rel of oil equivalent reserve ratios that are 
much lower than the amount Petrohawk is 
getting from the BHP offer. 

Devon and Ultra Petroleum trade at lower 
enterprise value-to-trailing 12-month Ebitda 
multiples than Petrohawk is valued by the 
BHP bid. 

BHP is paying 16.5 times the past 12 
months of Ebitda for Petrohawk, compared 
with to Devon’s multiple of 5.3 times and 
Ultra Petroleum’s 9.3 times. 

There isn’t any guarantee that Devon or 
Ultra Petroleum will receive takeover bids, 
but both stocks are materially less expen-
sive that Petrohawk, as valued by BHP. 

Investors who seek out these relatively 
“cheap” stocks may benefit even if no bids 
are forthcoming since the market may 
revalue them more favorably in light of the 
price BHP is paying for Petrohawk. 
Tom Burnett, CFA, is director of research at Wall 
Street Access. Eileen Connors, an intern, assisted 
with this report. 

Note: Wall Street Access Merger Research is cover-
ing the BHP-Petrohawk cash merger proposal.

BHP Billiton’s Bid for Petrohawk Reprices Value of U.S. Natural Gas Reserves 

ARB ANALYSIS  Tom Burnett, Guest Columnist

Valuations of Devon, Ultra Petroleum

Devon Energy Ultra Petroleum

Current Price $68 $40 

Price Range 52-Week $93-59 $51-37

Market Cap ($ billions) $28.6 $6.2 

Net Debt ($ billions) $1.2 $1.6 

Enterprise Value ($ billions) $29.8 $7.8 

December 2010 Reserves

Million BOE 2,873 731 

Percent Natural Gas 60% 95%

Current EV/BOE Reserve $10.37 $10.67 

Source: Company filings, Bloomberg

sold this week

Nomura Holdings, Inc. is signaling plans 

to begin competing in the U.S. retail market 

for structured notes.

the tokyo-based firm filed a prospectus 

with the Securities and exchange Commis-

sion on Sept. 8 that would allow it to
 issue 

registered structured notes this year. there 

are currently no Japanese firms among the 

16 banks that have issued SeC-registered 

notes this year. 

the decision reflects the growing interest 

in the market, where a total of $31 billion of 

SeC-registered structured notes have been 

sold so far in 2010. (See table at right).

Nomura spokesman Peter truell in New 

york declined to comment.

the registration is the first step in offer-

ing notes under a medium-term notes pro-

gram which may include fixed-rate notes, 

floating-rate notes or structured notes 

linked to the performance of securities, 

commodities, foreign exchange rates, or 

an index or basket of such assets. A spe-

cific offering would require additional in-

formation to be filed. 

Nomura is ranked 27th among banks that 

issue structured notes in european mar-

kets, according to Bloomberg. the bank 

underwrote at least seven issues totaling 

U.s. note volume grows 10 Percent in august

Banks have sold $4.98 billion of structured notes to individual investors in the U.S. in August, 

a 10 percent increase from July, and the largest monthly volume so far this year, according to 

filings with the Securities and exchange Commission that were compiled by Bloomberg. 

Sales may total more than $47 billion for the year should the current pace continue, exceed-

ing 2008 volumes when banks issued a record $38 billion of the notes, according to Struc-

turedretailProducts.com.

Morgan Stanley led U.S. issuers, selling $1.8 billion of notes in August, including $1 billion of 

15-year callable step-up notes, the largest SeC-registered deal in 2010 to date.

Bank of America was the second-largest issuer, selling $1.07 billion in notes. Goldman 

Sachs followed with $600 million.

the jump in total note sales was driven by an increase in new notes linked to interest rates. 

these notes made up 56 percent of the total dollar volume of sales in the month of August. 

this is an increase from an average of 21 percent during the first six months of the year. For 

a full break down of notes by asset class, see chart on page 6.

nomura Paves way to enter U.s. retail market       

Eksportfinans ASA

■■

 sold $22.3 million of 

three-month month notes that pay inves-

tors if the Standard & Poor’s 500 Index 

declines, according to a Sept. 9 SeC filing. 

the notes will pay investors five times any 

decline in the index. investors will take a 

loss directly proportional to any gain in the 

index between the issue date and maturity. 

the notes were placed by Merrill L
ynch & 

Co. for a 0.5 percent fee. 

CUSiP 282649177

Bank of America Corp.

■■

 issued $20.2 

million of ten-year, fixed-to-floating 

rate notes, according to a Sept. 3 SeC 

filing. the securities will pay an initial 

fixed interest rate of 6 percent per year. 

Beginning in the third year the notes will 

pay a floating rate of three-month, U.S. 

dollar Libor plus 1.75 percent, subject to 

a cap of 7.25 percent. interest will be paid 

quarterly beginning in December, 2010. 

Merrill &
 Lynch Co. distributed the notes 

for a 0.7 percent fee. 

iD BBG0014xQPt5

Bank of America Corp.

■■

 issued $21.3 

volUmes

$585 million in europe so far this year. 

in the U.S., Nomura has underwritten 11 

agency deals totaling $427.5 million, ac-

cording to Bloomberg data. these deals 

are not registered with the SeC.

Morgan Stanley 

$7,077,620,725

Bank of America 

$6,501,693,542

Barclays 

$4,641,729,777

Goldman Sachs 

$2,581,388,000

JPMorgan 

$2,321,516,843

Deutsche Bank 

$1,313,947,865

Citigroup 

$1,272,661,070

HSBC 

$1,123,344,632

RBC 

$1,122,978,150

Credit Suisse 

$1,074,326,181

UBS 

$1,073,904,928

SEK 

$903,568,500

Eksportfinans 

$793,395,379

Wells Fargo 

$122,991,000

RBS 

$114,857,000

BMO 

$59,350,000

09.10.10

Structured 

Notes
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U.S. Company Takeovers vs. S&P 500 Index

Comparisons

Daily Data

Yesterday’s Deals

Breaking Deals

GE aGrEEs to BuY ConvErtEam stakE For $3.2 Bln. 
The company is purchasing the 90 stake in the electrical equip-
ment maker from Barclays Private Equity Ltd. and LBO France.

Costa to lEavE lazarD this month. Ken Costa is step-
ping down as chairman of Lazard International, the bank said.

EBaY BiDs $2.4 Bln For Gsi. The acquisition drew the attention of law firms, as many 
as 10 of which are investigating whether GSI got the best deal for shareholders.

rio saiD in rivErsDalE sharE talks with Csn. Rio now owns 41.04 percent and 
declared the bid unconditional. 

nEws Corp saiD to pitCh mYspaCE Joint vEnturE with vEvo.Com.  News 
Corp. may exchange the Myspace social network for a stake in the new venture, according 
to three people.

sprint asks GovErnmEnt to BloCk at&t’s BiD.  Sprint said the industry would 
be dominated by two carriers, the combined AT&T-T-Mobile and Verizon Wireless.

lloYDs hirEs JpmorGan, CitiGroup For BranChE salEs. The sale may raise 
2 billion pounds ($3.2 billion) to 3 billion pounds, a person familiar with the talks said.

philippinE lonG DistanCE BiDs For rival. Philippine Long Distance Telephone 
offers about 74.1 billion pesos ($1.7 billion) for Digital Telecommunications Philippines.

CrEXus rEJECts starwooD oFFEr. Crexus opened a share sale that could pre-
clude the $254 million buyout proposed by Starwood Property Trust.

Traders that profit from mergers and 
acquisitions are betting the $1.8 billion 
takeover of Lawson Software will get 
trumped by a higher offer, with Oracle 
the most likely bidder.

Lawson Software, which counts 
billionaire investor Carl Icahn as one 
of its biggest shareholders, has risen 
4.4 percent above the offer of $11.25 
a share from Infor and Golden Gate 
Capital disclosed March 11, according 
to data compiled by Bloomberg. That’s 
more than any U.S. deal over $500 mil-
lion. Oracle, the second-biggest seller 
of business applications software, may 
buy Lawson, whose clients include 
Safeway and Volvo, Soleil Securities 
and Cross Research said.

Oracle stands to profit from Lawson 

oracle may bid for 
lawson Software 
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  ud dio do dip euissi. oboreet ilisim veros-
tinit acincil eumsan volor at. to enibh elessit 
iure dolorti onulputat amcommy nis nismod 
tis nim vel dolor sit irilis dolorem volobor 
sed tissed magna facip et num am ex enibh 
et estis alit do od dunt nim dolorem verit 
niatetue minibh et, consequisl iliquis nim 
do od dolore delendit wismod dolobore do 
od dunt auguerat luptatue coreet nos nulla 
feum atem zzriureros ad dunt la conullu 
tpatisl dolore delit praesto odignim quamet, 
sum vero commy nim velessenis nos dio 
odoloborper in hent non ent prat. Il dolor 
incinim quisi blaor sumsan vercidunt volore 
vel et dolenim dignis alisit adignim volobor 
eraesequisi.

Pute eugait delit lan ex erat, verosto dit 
ero euguera esectem zzriure diamet nos 
doluptat.

Lenim incidui ea conulla orercilit eugue 

consenis nonsequam nulputpat. Lit accum 
diam init, consecte magnissequat ad mod 
doloreet vulput wis dolore con vercilla am 
eu feu faciliquis nim irit ute esto essim ad 
delenis dolore vulla feumsandre vel utem 
erilisim velenibh enibh esto odo commy 
nonummy nos deliquisci te molore conse-
quip exer at. ut ex ea consequipsum aut alis 
num eraessed eugiat.elismodo lorerostinci 
blamet augue feugait prat.

Gue eum ad mod magna acilit vel ulput 
wis niam quam veleniam, quatet amet luptat 
nosel ullandio odoloreetuer irilit nullum 
dolessit ullam euissisim non eummod do-
loreet, quat, vulluptat ilis augait nosto odipit, 
venim iril ullute magna alit nit nosto consec-
tet, coreum nos augue vel eugiat, quatetum 
dolor suscinisisim ipsum vel ese commodo 
lumsan venismod tion henim inciduis dolum 
alit elenim qui et augait aciliquat ad magna 
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10y spreads: distance from HigHs

Jobs, Spending Data to Give early View on Japan, Oil impact

week ahead:

Consumer Spending, irish Losses, merkel Defeat

WHAT TO WATCH: Consumer spending in the u.s. prob-

ably rose 0.5 percent in February, a survey showed. st. Louis 

Fed president James Bullard called for a review on whether to 

curtail a plan to buy $600 billion in treasury securities. Ireland 

wants to share bank losses with senior bondholders, agriculture 

minister simon coveney said. Egypt plans parliamentary elections in september.

ECONOMY: February pending home sales, estimate 0% (monthly), 10 a.m.  march 

Dallas Fed manufacturing activity, estimate 17.6, 10.30 a.m.

COMPANIES: U.S. executives are starting to spend $940 billion in cash built up after 

the credit crisis. Takeovers topped $256 billion this quarter, Bloomberg data show. S&P 

500  companies authorized 38 percent more buybacks in 2011 than a year earlier, data 

compiled by Birinyi associates and Bloomberg show. 

GOVERNMENT: Libyan rebel forces advanced westward with support from nato 

air strikes. italian prime minister Silvio Berlusconi appeared in court for the first time in 

eight years. german chancellor Angela Merkel’s coalition was defeated in its south-

western heartland. Democrats are preparing a proposal for some $20 billion in addi-

tional spending cuts to offer to republicans, the Wall street Journal reported.

MARKETS: Treasuries fell, pushing yields to a two-week high, as the u.s. prepared 

to sell $35 billion of two-year debt today. Oil fell for a third day in new York.

as food and fuel costs increase and 

middle eastern political protests and the 

earthquake in Japan roil sentiment, how 

u.s. consumer spending and employment 

are holding up is of paramount importance 

to investors. releases on employment, 

personal income and spending, and man-

ufacturing in the coming week will provide 

early insight into how the consumer is re-

sponding to the shifting environment.

February’s personal income and spend-

ing statement will kick off a busy five days 

in financial markets on monday. income 

likely rose 0.4 percent in February, and 

spending, 0.5 percent, according to the 

consensus estimate of economists sur-

veyed by Bloomberg. 

While recent increases in employment 

will likely bolster income growth, the in-

crease may not be sufficient to offset the 

sharp rise in the cost of gasoline and food 

since the beginning of the year. in fact, 

the consensus estimate for a spending 

increase may be misleading, since much 

Harm Bandholz of UniCredit on  

corporate growth and stagnation  

for everyone else. 
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Target Acquirer Deal Size 
($M)

Announced 
Date

Expected  
Completion 

Date

Offer 
Per 

Share

Announced 
Premium 

in %

LAST 
Target 
Price

Current 
Premium 

%
Spread

Last 
Spread 

Move

Cephalon Inc Teva Pharmaceutical Industries Ltd  6,155  05/02/11  09/30/11 81.50 6.81 79.17 2.94 2.33 0.41

Clorox Co Icahn Enterprises LP  11,979  07/15/11  -   80.00 17.90 65.28 22.55 14.72 1.92

Constellation Energy Group Inc Exelon Corp  10,165  04/28/11  -   37.51 16.09 35.00 7.16 2.51 -0.19

DPL Inc AES Corp/The  4,640  04/20/11  -   30.00 9.46 29.93 0.23 0.07 0.27

Family Dollar Stores Inc Private  7,710  02/15/11  -   60.00 39.28 46.27 29.67 13.73 0.92

Graham Packaging Co Inc Private  4,365  06/14/11  -   25.50 13.58 25.31 0.75 0.19 0.09

Kinetic Concepts Inc Multiple  5,727  07/13/11  12/31/11 68.50 16.52 63.40 8.04 5.10 -0.13

Lubrizol Corp Berkshire Hathaway Inc  9,218  03/14/11  09/30/11 135.00 24.17 134.00 0.75 1.00 0.18

Medco Health Solutions Inc Express Scripts Inc  34,322  07/21/11  06/30/12 65.32 30.72 52.02 25.57 13.30 -0.25

Nalco Holding Co Ecolab Inc  8,042  07/20/11  12/31/11 33.58 37.71 31.32 7.23 2.26 -0.41

National Semiconductor Corp Texas Instruments Inc  6,407  04/04/11  11/30/11 25.00 74.63 24.65 1.42 0.35 0.00

NSTAR Northeast Utilities  6,842  10/18/10  -   40.97 0.03 40.77 0.50 0.20 -0.03

NYSE Euronext Deutsche Boerse AG  9,532  02/15/11  -   30.14 8.10 26.87 12.18 3.27 1.72

Petrohawk Energy Corp BHP Billiton Ltd  14,887  07/15/11  08/19/11 38.75 60.90 38.33 1.10 0.42 0.03

Progress Energy Inc Duke Energy Corp  25,531  01/10/11  12/31/11 45.07 6.13 43.56 3.46 1.51 -0.61

Ralcorp Holdings Inc ConAgra Foods Inc  7,002  05/04/11  -   86.00 20.90 75.97 13.20 10.03 -0.94

Solvay Pharma India Ltd Abbott India Ltd  7,314  11/24/10  -   2177.40 -28.96 2094.80 3.94 82.60 -50.67

Southern Union Co Williams Cos Inc/The  9,246  06/23/11  -   44.00 45.65 41.33 6.46 2.67 -0.43

Southern Union Co Energy Transfer Equity LP  9,134  06/16/11  03/31/12 41.14 48.34 41.33 -0.47 -0.20 -0.17

Varian Semiconductor Equipment Applied Materials Inc  4,572  05/04/11  -   63.00 41.12 58.91 6.94 4.09 -1.12

Deal Arbitrage

bloomberglink.com
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To submit an event email mergerbrief@bloomberg.net

Conferences

Calls and MeetingsAnticipated Approvals

daTe event featuring location contact /  
registration 

Aug. 26
KC Standard's Global  Mining M&A Outlook 
in 2011

Breakfast roundtable briefing bringing together 
"leading Chinese mining and minerals executives."

Beijing kcstandardconferences.com

Sept. 5-8 Private Equity World Africa
"Africa’s only conference and business zone 
dedicated to growing private equity opportunities 
in Africa."

Sandton Convention 
Center, Johannesburg

terrapinn.com

Sept. 
12-16

AM&AA's Certified Merger & Acquisition 
Advisor Credentialing Program

"Course objectives taught by seasoned M&A 
professionals are designed to improve leadership 
competencies to a new ‘gold standard’ level of 
excellence."

Graziadio Executive 
Conference Center, 
Malibu, Calif.

amaaonline.com

Sept. 
14-16

Private Equity World Brazil 2011

"Brings together the leading Brazilian and inter-
national investors and fund managers to discuss 
sourcing deals, growing investments, successful 
exits."

Sofitel São Paulo 
Ibirapuera

terrapinn.com

Sept. 
15-16

5th Annual Private Equity Summit for Institu-
tional Investors

"New Relationships, New Markets, New Models: 
How to navigate the evolving and shifting land-
scape"

Hyatt at Fisherman's 
Wharf, San Francisco

opalgroup.net

Sept. 22 Latin Lawyer Private Equity Conference 2011
The 2011 conference will "offer the best of legal 
minds from banks, funds, law firms and govern-
ment."

New York latinlawyer.com/events

Sept. 
27-28

Dow Jones Private Equity Analyst Confer-
ence

Topics include social media frenzy, international 
opportunities, Washington regulation

Waldorf Astoria, New 
York

peaconference.dowjones.
com

Oct. 
16-19

SuperReturn Middle East
Bringing together global experts from around the 
region and the world; Dedicated Turkey Summit

Ritz-Carlton, Dubai 
International Financial 
Centre

informaglobalevents.com

daTe Time Company Event description 

8/12
Before 
market 
open

ThyssenKrupp AG
Quarterly 
earnings

ThyssenKrupp on Aug. 4 said 
it didn’t plan to form a joint 
venture or merge its marine 
systems unit with French naval 
contractor DCNS SA.

8/12
Before 
market 
open

Hynix Semicon-
ductor Inc.

Quarterly 
earnings

Hynix shareholders may 
restrict voting rights of foreign 
investors who would team up 
with Korean companies, when 
they select a successful bid-
der for their controlling stake, 
Korea Economic Daily reported 
Aug. 7.

8/12 Gazprom OAO
Quarterly 
earnings

Gazprom has participated 
in eight deals in the last 12 
months. Its purchase of assets 
from TNK-BP Holding had an 
announced value of $700 mil-
lion on March 2.

8/12
Petroleo Brasil-
eiro SA

Quarterly 
earnings

Petrobras may sell a stake in 
its Japanese business, Nansei 
Sekiyu K.K., said Osvaldo 
Kawakami, head of the unit, 
on Aug. 9.

daTe TArget Acquirer
Deal 

Value 
(SM)

Type 

8/12
FPIC Insurance 
Group Inc.

Doctors Co.  357 Target shareholders

8/17
Petrohawk Energy 
Corp.

BHP Billiton Ltd.  14,887 
Committee on 
Foreign Investment 
in the U.S.

8/17 Telvent GIT SA Schneider Electric SA  1,650 
European Commis-
sion

8/19
Century Mining 
Corp.

White Tiger Gold Ltd.  771 
Target, acquirer 
shareholders

8/22 Continucare Corp.
Metropolitan Health 
Networks Inc.

 362 Target shareholders

8/23
Progress Energy 
Inc.

Duke Energy Corp.  25,531 
Target, acquirer 
shareholders

8/30
optionsXpress 
Holdings Inc.

Charles Schwab Corp.  1,091 Target shareholders

9/5 Reserve Coal Pty
Strategic Pooled 
Development Ltd.

 102 
Acquirer sharehold-
ers

9/7
Duncan Energy 
Partners LP

Enterprise Products 
Partners LP

 1,057 Target shareholders

9/7 Universe Co. Arcs Co.  110 
Target, acquirer 
shareholders

Calendars
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