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Financial

M&A activity could rise if European firms sell 
noncore units, PwC says
March 30, 2012 
By Sampath Sharma

M&A activity in the financial services sector could pick up if Euro-
pean companies sell noncore businesses, PricewaterhouseCoopers 
said in a March 29 report.

According to the firm, the number of announced deals declined 
to 756 in 2011 from 840 in 2010. While 2011 looked promising at the 
outset, the European debt crisis, volatility in the markets, uncertainty 
around government regulations and other factors led investors to 
pull back from the market. 

Stability in the markets will be key for improvement in deal activ-
ity in 2012, and the same factors that dampened the market in 2011 
could persist this year with the same effect. 

“However, savvy dealmakers in ‘wait and see’ mode may seek to 
take advantage of potential once-in-a-lifetime deals resulting from 
forced dispositions and unleash a wave of pent-up demand that 
could result in an uptick in deal activity in 2012,” PricewaterhouseC-
oopers said, noting also that private equity could return to the “asset 
light” sectors of the industry such as asset managers, broker/dealers 
and specialized lenders. 

PricewaterhouseCoopers said it expects interest in failed bank 
deals to continue to decline in 2012 as there are fewer bank failures 
and the FDIC scales back loss-share agreements. Sellers are also slow 
to come to terms with lower bank valuations, leading to fewer sales. 
Nonetheless, investor confidence is increasing given the stabiliza-
tion in core earnings. 

In the insurance sector, the uncertainty surrounding the imple-
mentation of Solvency II and its new capital requirements for the Eu-
ropean companies might negatively affect the interest of European 
investors in the U.S. M&A market, the report said. However, Pricewa-
terhouseCoopers pointed out that insurance companies recovered 
better than banks from the financial crisis in 2008 and that these 
companies could use their excess capital for acquisitions. Further, 
recent catastrophe losses could lead to a stabilization or increase in 
pricing and make U.S. P&C insurers more attractive.

PricewaterhouseCoopers stated that as European banks seek to 
improve their capital ratios and prepare for potential write-downs 
relating to the debt crisis, there will be opportunities for U.S. acquir-
ers to do “landmark” deals in 2012.       i


