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U.S. Mergers & Acquisitions Monthly Review: 2025 December Outlook

Greetings, Sterling Cooper Inc. clients and partners.

As we conclude December 2025, the US M&A landscape is defined by the disciplined
deployment of unprecedented liquidity and the strategic counter-maneuvers in contested deals.
Our analysis confirms a decisive shift toward high-value, structural acquisitions as major
players reshape their portfolios for the next cycle, prioritizing control and asset quality over
volume.

The abundance of capital—highlighted by the $8 trillion in Money Market Funds—is driving a
wave of highly selective M&A focused on acquiring essential assets, strengthening supply-chain
resilience, and achieving defensive scale in sectors like financial services, while an uptick in
hostile bid defenses pushes companies to deploy structural protections such as dual-class shares
and Shareholder Rights Plans. Deal-making is increasingly aimed at solving core strategic
challenges and enabling complex inorganic expansion, exemplified by high-impact moves like
the copper champion merger. With internal consolidation momentum accelerating, the market is
positioned for an even faster pace of strategic transactions heading into 2026, reinforcing M&A
as the most effective path to growth and competitive leadership in a capital-rich but structurally
demanding environment.
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SECTION A: The Money Market - Policy-Driven Volatility
I. The Liquidity Squeeze and the US Treasury's Funding Shift []

Retail Flows Have Fueled Money-Fund Growth Since 2022

M ICI Retail Money Market Funds Total Net Assets - Mid Price (R1) Effective fed funds rate on 6/11/25 (L1)
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The U.S. Money Market is currently navigating a period of intense policy-driven volatility,
primarily engineered by the U.S. Treasury's strategic funding shift and the market's
anticipation of further Federal Reserve rate cuts. The Treasury has increased its issuance of
short-term T-bills as a tactic to lower the interest expense on the government’s rapidly
expanding debt burden.

This action has directly impacted the flow of trillions of dollars parked in the Federal
Reserve's Overnight Reverse Repo (ON RRP) facility. Money Market Funds (MMFs) are
shifting capital out of the lower-yielding overnight facility and into these newly issued,
longer-duration T-bills in pursuit of higher returns, a move made particularly appealing by
the expectation of declining Fed rates in the near future. The immediate consequence of this
massive liquidity reallocation is a measurable distortion in short-term rates, creating a
potential liquidity squeeze that could inhibit investment and economic growth.

Key Fiscal Tabulations: The SOFR Distortion

The shift in MMF demand has put significant pressure on the interbank lending benchmark:
the Secured Overnight Financing Rate (SOFR), which replaced Libor.
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Rate/Metric | Pre-Fed Rate Cut | Post-Fed Rate Strategic Insight
(Sept.) Cut (Sept. 17)
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Fed Target N/A 4.00% — 4.25% The official policy rate has been
Rate Range (Median: 4.08%) lowered, signaling cheaper long-

term funding.
Secured Spiked to 4.51% | Settled at 4.39% | The actual borrowing rate remains
Overnight elevated due to the MMF shift out '
Financing of the Fed's repo facility and into \
Rate (SOFR) T-bills. \
Spread to SOFR traded 18 N/A The money market is defying the \
Effective Fed | basis points Fed's official rate setting, ‘
Rate higher indicating structural demand

pressure for short-term assets.
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The Safe Haven Paradox: MMF Performance vs. Bonds

The sustained surge in MMF popularity is defying the expected inverse relationship between
rates and appeal, with total MMF assets currently standing at approximately $7.8 trillion and
projected to reach $8 trillion by the end of 2025. This attraction is driven by the promise of
yields—recently above 4% —that remain robustly above the rate of inflation, which was last
reported at 3%o. This stability compares favorably to the volatility in the bond market:

Asset Class 5-Year Annualized | 10-Year Analysis/Insight
Return (Through Annualized Return
Sept.) (Through Sept.)
S&P 500 16.5% 15.3% The market’s primary [

engine of long-term
wealth creation.

Money Market 3.0% 2.1% Outperformed

Funds (Treasury investment-grade
Bills Index) bonds in both periods.
Bloomberg U.S. | -0.5% 1.8% Historically negative
Aggregate Bond returns over the recent
Index 5-year period due to

rate volatility.
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Il. Structural Deal: Funding the Cash-Futures Basis Trade

Billions of USD

= TRACE Proxy
+ NetRepo
= = |Leveraged fund short futures, <= 10 Year
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The money market’s stability is structurally dependent on the low-margin, high-volume
arbitrage that keeps the financial system’s plumbing aligned: the Cash-Futures Basis
Trade.

The Transaction: Executed primarily by leveraged funds (Hedge Funds), this trade exploits
the minute discrepancy (the "basis™) between the price of U.S. Treasury cash bonds and the
related Treasury futures contract. The fund simultaneously goes long the cash bond and
short the future to lock in a near-riskless profit.

The Money Market Link (The Repo Mechanism): To execute this trade at scale, the
Hedge Fund requires vast, short-term financing obtained via the Sponsored Cleared Repo
market. This is the direct flow of cash from Money Market Funds (MMFs)—the ultimate
lenders—to the leveraged funds, with the Treasury bond serving as collateral. The Fixed
Income Clearing Corporation (FICC) intermediates, allowing dealer-sponsors to minimize
their balance sheet footprint and facilitate the multi-trillion-dollar scale of the trade.

Borrower Taxonomy: Mapping the Flow of Capital

An analysis of the global Money Market Fund industry reveals a highly concentrated flow of
capital:

Borrower Class | Share of US Primary Strategic Role/Insight
MMF Private | Instrument(s)
Sector Lending
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Banks ~90% Repurchase Core source of short-term,
Agreements (Repo), | secured funding for commercial
Certificates of banks, shifting away from
Deposit (CD) unsecured instruments post-GFC
reforms.
Other NBFIs ~7% Sponsored Cleared Primarily finances arbitrage \
(e.g., Hedge Repo (via FICC) trades by leveraged funds (e.qg., \
Funds, Clearing cash-futures basis trade), which ‘
Houses) grows stronger during rising rate \
cycles.
Non-Financial | ~3% Commercial Paper Limited reliance on MMFs |
Corporations (CP) compared to banks, primarily
(NFCs) seeking short-term, unsecured >
financing for operational needs.
Systemic Risk and Treasury Fragility

This mechanism creates a transaction of extreme leverage. The current MMF surge, driven
by an appetite for secure short-term vyields, directly finances this leverage. The entire $7.8
Trillion MMF market (the lender base) is structurally tied to this activity, resting on a
Treasury market whose Fragility remains a key policy concern:

e Changing Intermediation: Traditional securities dealers have pulled back from
market-making post-GFC, increasing reliance on Principal Trading Firms with
smaller capital cushions.

e Price-Sensitive Investors: The share of Treasuries held by less price-sensitive
foreign official entities has fallen from 50% in 2015 to 30%. Conversely, holdings
by leveraged, price-sensitive entities (MMFs, hedge funds) have grown to over
27%.

e The FHLB Backstop: The Federal Home Loan Banks (FHLBs) act as a critical
backstop, borrowing substantially from MMFs and channeling funds to member
banks via advances when general funding conditions tighten.

I11. The Investment Quadrant: Safety, Instruments, and Strategic Utility
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The money market's appeal to M&A principals is twofold: it provides a stable destination for
acquisition war chests and serves as the operational funding backbone for financial
institutions. For treasurers holding cash intended for near-term corporate actions, the focus is
on preserving principal and ensuring immediate access.
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Interest Rates Are Falling. Why Are People Still Buying Money Market Funds?
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TYPES OF MONEY MARKET FUNDS

Prime money
market funds

2 Municipal
money market

3 Government

Composed of funds

short-term corporate
notes, bank debt
securities, and
corporate paper

Concentrate on
purchasing debt
issued by state
and local
governments, such
as municipal
bonds
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money
market funds

Investments
made by these
funds are in
short-term
Treasury notes
and bills.
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’ Short-Term Primary Risk | Strategic Utility (M&A/Finance) Current ‘ |
Vehicle Protection APY Range
(Dec. 2025)
’ Money Market FDIC Insured | Liquidity + checking features for Up to 1
ACCOUNTS (upto corporate operational cash management. | 3.85% APY '
(MMAs) $250,000) \
High-Yield FDIC Insured | Maximum liquidity; core emergency Up to \
’ Savings ($250,000) fund/small reserve. 4.20% APY \
‘ Accounts
\ Certificates of FDIC Insured | Locking in a fixed rate for a specific, Up to
Deposit (CDs) ($250,000) known future liquidity need (e.g., 4.25% APY
principal payment date). (60 mos.)
>
Treasury Bills Backed by the | The most secure option for large, 91-Day T- ﬂ
(T-Bills) U.S. institutional cash reserves and high- Bill: 3.83% ﬂ
’ Government volume corporate liquidity management. :
‘ Money Market NOT FDIC Mutual funds relying on high-quality N/A
FUNDS (MMFs) | Insured debt; seeks to maintain a Net Asset
Value (NAV) of $1 ("break the buck" ,
risk). >
Commercial Creditworthine | Short-term, unsecured financing for N/A ﬂ
Paper (CP) ss of the Issuer | highly creditworthy NFCs, with higher ﬂ
’ rates but greater default risk.
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Introduction: The Money Market’s Structural Defiance

The Federal Reserve's policy trajectory, which compels a persistent decline in short-term
rates, presents a direct challenge to the high-yield appeal of the Money Market Fund (MMF)
complex. Despite this structural headwind, investors continue to funnel vast sums—totaling
hundreds of billions—into MMFs. This sophisticated behavior defies conventional market
wisdom yet rests on clear financial rationale. This analysis employs rigorous M&A financial
principles to dissect the strategic factors driving MMF popularity, confirming their enduring
utility as an instrument for corporate treasurers and institutional investors managing short-
term liquidity.
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Q&A: The Strategic Allocation of Principal

Q1: How does the Federal Reserve’s current policy action shape the MMF investment
landscape?

The Federal Reserve recently cut the policy rate by a quarter of a percentage point, directly
pressuring MMF vyields. While MMFs have been yielding over 4 percent annualized
interest, the funds will inevitably reflect this policy shift, likely offering a quarter of a
percentage point less. Nevertheless, this yield compression fails to deter investor conviction;
analysts project a continuing inflow of roughly $100 billion each month, which will push
total MMF assets from $7.8 trillion to the $8 trillion mark by year-end.

Q2: What core performance advantage compels investors to prioritize MMFs over
alternatives like investment-grade bonds?

Investors prioritize MMFs because the instruments decisively outperformed investment-
grade bond funds over the recent five-year and ten-year lookback periods through
September. MMFs, which track the returns of ultra-short-term securities like Treasury bills,
effectively shielded principal from the rising inflation and interest rates that decimated
long-term bond principal values in 2022.
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Asset Class 5-Year Annualized | 10-Year Annualized
Return (Through Return (Through
Sept.) Sept.)

S&P 500 16.5% 15.3%

Money Market Funds (Treasury Bills 3.0% 2.1%

Index)

Bloomberg U.S. Aggregate Bond Index -0.5% 1.8%
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Q3: What psychological yield threshold must MMFs breach to trigger a significant
outflow of capital?

The market recognizes a critical psychological barrier: analysts expect the strong inflow to
continue until MMF yields drop below 3 percent. This level will likely compel investors to
reassess their liquidity strategies and redirect capital to higher-yielding instruments. The
Fed’s current long-term projection for the policy rate—no lower than 3.1 percent—suggests
MMFs will maintain their current appeal for the foreseeable future.

v 4
Yy

Q4: What is the fundamental difference in risk protection between MMFs and
traditional bank deposits?

Investors must exercise rigorous due diligence and understand the product structure: MMFs,
constituted as mutual funds, secure assets in highly liquid debt instruments, but the Federal
Deposit Insurance Corporation (FDIC) guarantee does not extend to these securities.
Conversely, traditional bank accounts carry the FDIC guarantee up to $250,000. Although
MMFs have demonstrated robustness through crises, the technical risk of “*breaking the
buck'—failing to pay 100 cents on the dollar—remains, a risk that a federally insured bank
account eliminates.

Q5: What is the strategic distinction regarding MMF utility in a balanced portfolio?

MMFs provide a critical function as a liquid, stable repository for near-term cash.
However, investors must recognize their limited utility as a long-term growth vehicle. MMFs
underperformed the S&P 500 by double-digits over both the five- and ten-year periods,
confirming they serve as a strategic holding for cash management, not as an equity substitute
for long-term capital appreciation.

MW\ /AT /AT /AT NN\ T

[/ ] ) ) Yoy § ) Yo ) ) )

)

> y

—l 4
)

;
»
é

i
L
k‘




l\"llllzl\"llllzlSﬂ

Conclusion: MMFs as the Engine of Private Capital

The overwhelming and sustained allocation of capital to MMFs serves as a crucial barometer
for the M&A and capital markets. It confirms that institutional investors are optimizing their
cash positions for immediate optionality and principal preservation.

In the context of the November Newsletter's observation—where the public IPO market
contracts while the valuation of private ""unicorns™ skyrockets—the MMF surge confirms a
critical, related story: private market participants command extraordinary reserves of liquid
dry powder. MMFs effectively function as the high-yield holding tank for this private
capital, positioning it for rapid deployment in:

7]/ )

e Fundraising Rounds: Injecting capital into the vast ecosystem of "unicorns” that
remain private.

e Leveraged Buyouts (LBOs): Funding the debt tranches necessary for private equity
and hedge fund acquisitions.

e MA&A Readiness: Ensuring cash is immediately accessible to fund the closing costs
and purchase price of large corporate acquisitions, such as those detailed in the
newsletter's subsequent sections (e.g., strategic divestitures and regional banking
consolidations).
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The MMF's current profile—offering a yield robustly higher than the 3 percent inflation
rate—makes holding this capital "sweeter”. This liquidity reservoir provides the essential
financial stability and instantaneous flexibility that M&A requires, underscoring the fund's
status as a critical tool in the sophisticated arsenal of financial engineering.

SECTION B: HOSTILE BIDS AND THE DEFENSIVE ARSENAL
1. The Scripps/Sinclair Case Study: Dual-Class Stock and the Poison Pill Defense

HOSTILE
TAKEOVERS
&
DEFENSE
STRATEGIES
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Introduction: The Contested Pursuit of Value [

Hostile acquisitions represent the ultimate crucible for corporate governance, compelling
target boards to rapidly deploy sophisticated legal and financial defenses against aggressive,
unsolicited bids. The recent $538 million takeover attempt by Sinclair Broadcast Group
against its rival, E.W. Scripps, provides an immediate and rigorous case study. Scripps'
immediate countermeasure—the Shareholder Rights Plan (SRP), or Poison Pill—
demonstrates how a target's board can leverage structural advantages, regulatory hurdles, and
fiduciary duties to compel a hostile bidder toward negotiation or complete capitulation.
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Question Answer

Q1: What financial
maneuvering did
Sinclair employ to
launch its unsolicited
takeover bid for
Scripps?

Sinclair executed a classic *"creeping tender’ strategy. This pre-
bid maneuver involved the strategic accumulation of a near-
triggering 9.9% stake in Scripps' publicly traded Class A shares
before submitting the formal, unsolicited proposal of $7 per
share. This action aimed to signal commitment, exert market
pressure, and position the bidder just below the threshold that
would trigger a mandatory defense.

Q2: What is the
mechanical function of
the Shareholder

The Shareholder Rights Plan (SRP) serves as the definitive
financial deterrent. Scripps' board set the plan to trigger if
Sinclair’s stake exceeded 10%. Upon activation, the plan grants

Rights Plan (Poison

Pill) and how does it
financially deter the
hostile bidder?

all other shareholders (excluding the hostile bidder) the right to
purchase additional Scripps shares at a 50% discount.

This mechanism creates a calculated financial shock:

1. Dilution: It immediately and drastically dilutes the bidder's
ownership percentage.

2. Cost: It makes the continuation of the hostile acquisition
financially prohibitive, ensuring the bidder’s existing stake
suffers massive devaluation, thereby forcing the bidder to
abandon the coercive approach.
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Q3: How does Scripps" | Scripps utilizes a powerful structural defense: its dual-class stock

corporate structure structure. The descendants of the founder, Edward Scripps,
provide a critical command approximately 93% of the company's total voting
defense against shares.

Sinclair’s hostile bid? This creates an insurmountable Control Barrier. Sinclair targets
the limited-voting Class A common stock; regardless of how
many public shares it acquires, the bidder cannot secure
shareholder approval for the transaction without the explicit
consent of the family's super-majority voting block.

[/ ] )

Q4: What role does The bid carries an enormous inherent regulatory risk that
regulatory risk, such strengthens Scripps’ financial leverage. A successful merger
as the FCC cap, play would create an entity exceeding 240 stations, likely violating the
in Scripps’ defensive FCC's national media ownership cap of 39% of U.S.
strategy? households. >

The board uses this complexity to fulfill its Revlon duty (the
fiduciary duty during a sale-of-control):

1. Risk Premium: The certainty of a protracted regulatory review
forces Sinclair to discount its offer.

2. Strategic Leverage: The board gains time to search for less
problematic, higher-value "strategic alternatives™ that avoid the
regulatory overhang, compelling Sinclair to transition to a
friendly, negotiated bid.

SINCLAIR as SCRIPPS

Conclusion: The Strategic Imperative of Defense

The Scripps/Sinclair contest demonstrates that a target's defense strategy involves more than
deploying a single anti-takeover mechanism. It necessitates the disciplined and immediate
use of all available legal and structural advantages, including pre-existing corporate
governance (dual-class stock) and external regulatory constraints (FCC ownership caps).
Ultimately, the poison pill does not kill the deal; it re-allocates control over the transaction
process back to the target's board, forcing the hostile acquirer to transition from a coercive
bid to a negotiated, friendly transaction that maximizes value for all shareholders.
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2. The Puma/Anta/Li Ning Speculation: The Power of the Controlling Shareholder [
Introduction: The Unsolicited Bid on an Undervalued Asset

P

The threat of a hostile takeover is often triggered by a market misalignment: a company with
strong brand equity and a distressed valuation. German sportswear brand Puma (Market
Cap: €2.52B) became the subject of intense takeover speculation following a challenging
year that saw its share price fall by over 50%. This market weakness attracted unsolicited
interest from major Chinese sportswear rivals, Anta Sports and Li Ning, who are exploring
a potential takeover. This situation provides a compelling case study on how a determined
controlling shareholder can act as the ultimate defense against an opportunistic, unsolicited
bid, irrespective of the company’s public market struggles.

.
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Q1: What market Puma was rendered vulnerable by a significant decline in its
conditions made Puma | public market valuation, with its shares trading 56% down
an immediate target for | year-to-date. This market weakness made it an opportunistic
unsolicited takeover target because its current valuation ($2.92B) was inexpensive
speculation? relative to the size of potential acquirers (Anta: ~$30B) and
its global brand equity. The bid is speculatively hostile as it
seeks to capture this temporary depressed value.

Q2: What is the The most critical defense is the concentration of ownership.
primary structural Puma's largest shareholder, Artemis (the privately-owned
defense against a hostile | holding company controlling Gucci owner Kering), holds a
bid in this scenario? 29% stake. Artemis has signaled it "'would not sell at the

current market value. This block of shares acts as a de
facto poison pill, making a successful hostile bid
mechanically impossible without Artemis's cooperation,
thereby forcing any interested party to offer a substantial
premium.
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Q3: What M&A
strategy are the primary
interested parties, Anta
and Li Ning, employing
to overcome this
barrier?

The Chinese bidders are signaling a highly capitalized and
flexible approach:

1. Consortium Formation: They are reportedly evaluating a
bid and seeking to team up with private equity funds. This
strategy is designed to immediately pool capital, reduce
single-bidder risk, and provide the necessary dry powder to
meet the high valuation expectations of the controlling
shareholder.

Q4: What is the
mechanical function of
CEO Hoeld’s
turnaround plan as a
non-structural defense?

CEO Arthur Hoeld's plan (discounting less, cutting 900 jobs,
narrowing product range) serves as a ""Just Say No'* defense
by attempting to change the public valuation narrative. If the
market believes the plan will succeed in returning the
company to growth in 2027, the share price will rise, making
a hostile bid less financially attractive and justifying
Artemis’s current refusal to sell. It's a strategic move to show
the target can realize its intrinsic value internally.

Q5: How does the
Pinault family's
strategic history
influence the current
sale process?

The Pinault family's control over Artemis stems from a 2018
corporate action where they divested Puma from Kering to
focus on pure luxury brands like Gucci and Saint Laurent.
This indicates their stake in Puma is a legacy asset, not a core
strategic one. However, the fact they held the stake for years
and are focused on value maximization suggests they are
willing to wait for a price that reflects their long-term value
assessment, not simply the current low market price.
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Conclusion: The Strategic Imperative of Defense

The Puma situation underscores a foundational truth in contested M&A: a concentrated
block of shares in the hands of a strategic, financially sophisticated, and determined
party is the most effective defense against an unsolicited bid. While the stock market had
discounted Puma due to performance, the 29% stake held by the Pinault family’s Artemis
served as a de facto poison pill, instantly converting a low-cost, opportunistic play into a
high-cost negotiation where the target dictates the price floor. This power forces bidders to
bring in partners, significantly increase their offer, and negotiate with the board, confirming
that control is often valued more highly than pure financial metrics in a contested situation.
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3. Dye & Durham's Boardroom Battle Escalates as Plantro’s Hostile Bid Revives Amid
Governance Crisis

Hostile acquisitions compel target boards to rapidly deploy sophisticated legal and financial
defenses against aggressive, unsolicited bids. The year-long, acrimonious confrontation at
Dye & Durham Ltd. (DND.TO) between the Canadian legal software maker and its second-
largest shareholder, activist firm Plantro Ltd., has become a high-stakes, real-world lesson
in contested M&A. This struggle, widely characterized as hostile and unsolicited, is rooted
in severe dissatisfaction with governance under the current board, which has presided over a
massive share price decline and financial distress. After a strategic withdrawal in October
2025, Plantro has decisively returned with a fresh proposal to take the company private for
approximately $384 million, triggering a complex and essential analysis for M&A
professionals regarding deal mechanics, defense strategies, and the critical role of activist
governance campaigns.
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M&A Questions & Answers: Analyzing the Dye & Durham Hostile Bid

Question

Answer

Q1. How is the latest
Cash-and-Notes bid
structured, and what is
the strategic nexus of
this financial
composition?

Plantro's latest proposal is a mixed consideration offer valued
at $5.72 per share, explicitly structured as Cash-and-Notes.
Shareholders receive $3.50 per share in cash at closing, with
the remaining $2.22 per share paid via new senior unsecured
notes yielding 15 per cent. This structure is essential given
Dye & Durham’s reported $1.6 billion debt burden. The use of
notes achieves Capital Conservation for the bidder and effects
a Risk Transfer to the selling shareholders, who are
compensated for the deferred payment and credit risk with the
high 15% yield.

7]/ )

Q2. What key defensive
tactics has Dye &
Durham deployed, and
what is the function of a
Shareholder Rights Plan
in this specific context?

The board has deployed classic antitakeover defenses to
protect its fiduciary duty. The primary defense is the
Shareholder Rights Plan (**Poison Pill**). This mechanism is
designed to deter Plantro from acquiring a controlling stake by
setting a low ownership trigger. Upon activation, the pill allows
all other shareholders to purchase new stock at a deep discount,
thus diluting the bidder's stake and making the acquisition
financially prohibitive. Other defenses include initiating a
formal Strategic Review Process and commencing Legal
Action against Plantro to create friction and buy the board time.

Q3. How does the
activist proxy campaign
support the hostile bid,
and what is the nexus to
governance?

Plantro's related entity, OneMove Capital Ltd., is executing a
parallel proxy fight by nominating a slate of five directors for
the annual meeting. This constitutes a two-pronged hostile
strategy. The campaign is built on the narrative that the current
board has failed, evidenced by a 90% share price decline, debt
default, and the rejection of premium offers. This governance
critique justifies the hostile bid by convincing shareholders
that the $5.72 offer is a necessary exit from a "broken™
company, thereby pressuring them to accept the deal or vote for
the dissident slate.
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Q4. Given the report of A target company facing a debt default or "zone of insolvency"
a "'likely debt default," operates under heightened legal scrutiny regarding its fiduciary
how does this status duties. While a solvent company's directors owe duties
legally affect the board's | primarily to shareholders, in this precarious state, directors must
fiduciary duty during a also consider the interests of creditors. This means the board
contested sale? must prioritize a transaction that stabilizes the balance sheet
and maximizes enterprise value over one that only maximizes
short-term share price, potentially limiting the board's flexibility
to "Just Say No" and strengthening Plantro's argument that the
company needs immediate intervention.

7]/ )

Q5. What M&A risk The divestiture of a "'strategic asset' like Credas without the
does the unapproved bidder’s consent creates material risk because it diminishes the
sale of Credas value of the target's business model (the "perimeter risk").
Technologies create for Plantro’s objection highlights the risk of a potential *‘crown >
the bidder, and what jewel defense," where the target board sells a key asset to make
does it signal about the the remaining company less appealing or to service debt
target's conduct? independently. This forced sale, carried out despite activist

advice, signals a lack of good faith engagement and is an
example of the target's board aggressively using available legal
powers to undermine the acquisition.

Conclusion

The Dye & Durham saga demonstrates a crucial lesson for M&A professionals: the modern
hostile playbook demands more than a financial premium; it requires the successful marriage
of a creatively structured offer (like the Cash-and-Notes bid to manage leverage) with a
highly effective corporate governance campaign. The ability of the Proud-led activist group
to sustain both a takeover bid and a proxy fight puts immense pressure on the incumbent
board. The ultimate resolution—whether through a negotiated sale, a successful proxy vote,
or a higher white-knight bid—will be a definitive test of the board's defensive resolve and the
market's appetite for highly leveraged software companies.

4. BHP Retreats, Clearing Path for Anglo American's $60 Billion Copper Merger with
Teck Resources

The domain of contested M&A often culminates not in a negotiated victory for the hostile
bidder, but in the target's strategic pivot to secure a superior, consensual transaction. The
final resolution of the year-long mining saga involving BHP Group Ltd. and Anglo
American plc confirms this principle. Following new talks, as reported by The Wall Street
Journal on November 23, 2025, BHP formally abandoned its unsolicited takeover pursuit of
Anglo American, shutting the door on a deal that aimed to dramatically enhance its copper
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portfolio. This definitive retreat immediately clears the path for the $60 billion merger of I

equals between Anglo American and Canada’'s Teck Resources Ltd. The transaction creates
a critical minerals champion and demands analysis grounded in M&A precepts regarding
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deal structure, asset valuation, regulatory due diligence, and jurisdiction.

AngloAmerican Dx BEERS Grous

M&A Questions & Answers: Analyzing the Anglo-Teck Strategic Merger

AngloAmerican

Question

Answer

Q1. What immediate
M&A implications did
BHP’s formal
withdrawal have,
specifically under the

BHP's definitive abandonment statement immediately triggered
Rule 2.8 of the UK Takeover Code. This critical rule imposes a
six-month restriction (a "six-month sit-out™) on BHP, legally
blocking it from making any renewed attempt to bid for Anglo
American unless invited by the target's board or another specific

UK Takeover Code? | exception applies. This legal lock-up effectively eliminates the
risk of a counter-bid for the foreseeable future, allowing Anglo
and Teck to confidently advance their definitive merger toward the
Dec. 9 shareholder vote.

Q2. How is the The transaction is structured as an all-share merger of equals and

proposed Anglo
American-Teck
Resources transaction
structured, and what
is the consideration
for Teck
shareholders?

is being executed through a Canadian Plan of Arrangement. The
consideration involves the issuance of new Anglo American
ordinary shares, specifically 1.3301 shares for each Teck A
common or Teck B subordinate voting share. This capital-
preserving structure results in Teck and Anglo shareholders
owning 37.6% and 62.4% of the new entity ("MergeCo"),
respectively, effectively aligning long-term shareholder interests in
the combined entity's growth trajectory.
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Q3. What is the
primary strategic
value driver
underpinning the
Anglo-Teck merger,
and how does it align
with global market
trends?

The core rationale is the creation of a top-tier copper champion,
with approximately 70% of MergeCo’s earnings projected to
come from the highly sought-after metal. This strategy is driven by
acute global demand stemming from electrification trends and
new copper-intensive applications, such as Al data centers.
Combining adjacent, world-class assets in Chile (Collahuasi and
Quebrada Blanca) is expected to yield significant operational
synergies and secure a low-cost supply base essential for
addressing the projected concentrate market deficit from 2030
onward.

Q4. What complex
regulatory and
jurisdictional hurdles
must the merger
overcome, and why is
this critical for Due
Diligence?

The merger faces a protracted 12-18 month regulatory review
across multiple nations, including Canada, the U.S., and China. A
major hurdle is Canada’s Investment Canada Act review, which
will scrutinize the deal to ensure it provides a "net benefit" to the
country, particularly since the new company will be headquartered
in Vancouver. Furthermore, Anglo American’s deep entrenchment
in South Africa—where the government's Public Investment
Corporation holds a significant stake—means any structural
change must satisfy national interests. This necessitates a robust
practice of Geopolitical Due Diligence to mitigate political
intervention risk.

Q5. How did Anglo
American successfully
deploy a non-
structural defense (a
""Just Say No"
variant) to reject
BHP's unsolicited
bid?

Anglo American's board successfully deployed a defense by
rejecting BHP's complex offer and simultaneously announcing an
aggressive portfolio simplification strategy that included
divestments (platinum, nickel, coal). The board argued that this
stand-alone plan would generate greater long-term value than
BHP's opportunistic bid, which required the high-risk, immediate
divestment of core South African assets. This move fulfilled the
board's Revlon duty by demonstrating commitment to an
alternative value-maximizing course, thereby justifying its refusal
to engage further with the hostile acquirer.

Conclusion

S
A
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The BHP/Anglo American contest serves as a paramount example in M&A education: the
target's board, utilizing strategic foresight and tactical flexibility, can dictate the terms of
engagement even when facing a dominant hostile bidder. The Anglo-Teck merger is a
strategically necessary response to the global industry's need for high-quality copper assets
and the structural market shift toward critical minerals. The immediate focus now shifts from
fending off a hostile acquirer to the meticulous execution of a complex, cross-border merger
of equals. Success ultimately hinges on expertly navigating the profound jurisdictional and
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regulatory complexities in Canada and South Africa, confirming that national interests and
political will are often as decisive as financial valuation in mega-deals.

5. Contested Control: Bird’s Premium Cash Bid Triggers CM.com’s Defensive Dilution
and Fiduciary Scrutiny

ek |
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Introduction: Unsolicited Offer Reconfigures Dutch Tech M&A Landscape

The European M&A market witnessed a defining governance clash in November 2025
following the unsolicited, all-cash public offer for CM.com N.V. (Euronext Amsterdam:
CMCOM) by Bird Holding B.V. Bird formally delivered its proposal on November 5,
offering €5.16 per share, valuing the Target at approximately €165.8 million. The Acquirer
presented the bid as a necessary step to realize strategic industrial logic, creating a unified,
Al-first communications platform competitive on the global stage.

CM.com’s response was decisive and escalated the conflict. The Management and
Supervisory Boards issued a prompt rejection on November 7, determining the financial
terms failed to reflect the intrinsic and long-term value of the company. The Board then
committed to a full defensive strategy on November 12 by executing a dilutive share
issuance. CM.com placed 1.02 million new shares with a single cornerstone investor at
€4.90 per share—a price discounted 5.3% below Bird’s standing cash offer. This structural
maneuver simultaneously diluted existing shareholders and secured a strategic ally, moving
the battleground from a valuation contest to a direct test of the Board’s fiduciary mandate
against the immediate, premium value offered by the Acquirer.

' B RD S

P R p—

\=



l\"llll“l\"llll“lﬂﬂ

M\ /AT /AT /A TN\ )

— /4

\ |

Q&A: Applying Governance and Mechanics to the Contested Bid

Bird responds to CM.com

Supervisory Board statement on all-
cash offer

Question

Answer

1. What Corporate
Governance Standard
governs the Board's
decision to reject the
premium offer?

The CM.com Board must operate under its fiduciary duties,
which necessitate it acting in the long-term best interests of the
corporation and its stakeholders. The rejection of the €5.16 offer
implies the Board’s belief that its stand-alone business plan
holds a superior value trajectory, requiring them to rigorously
defend that intrinsic valuation against the public market
premium.

2. How does the dilutive
share issuance constitute
an Enhanced Structural
Defense?

The Board used a private placement (a "fat man" defense) by
issuing new shares at €4.90 to a single, aligned investor. This
action intentionally increases the total shares outstanding,
diluting Bird’s ultimate ownership percentage and placing a
significant block of stock outside the Acquirer’s immediate
reach, thereby making a simple two-step acquisition more
complex and costly.

3. What is the
Acquirer's basis for
asserting the Offer Price
establishes 'Fair Value'?

Bird’s justification rests on industry benchmarking and recent
performance data. The €5.16 offer establishes a 20% premium
to the pre-announcement trading price and, more critically, a
43% premium over the independent analyst (Kepler
Cheuvreux) fair value target of €3.60. This comparison argues
the offer is financially compelling, particularly after CM.com
recently reduced its 2025 EBITDA guidance.

4. Where does the
Acquirer position the
Combined Entity’s
competitive advantage
(Industrial Logic)?

Bird’s strategic rationale centers on synergy and scale. It intends
to fuse its high-scale, Al-first global enterprise infrastructure
with CM.com’s core strength: its established European mid-
market customer base and conversational commerce expertise.
Bird promotes the merger as creating a technologically advanced
"European champion” capable of competing aggressively against
major international players.
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5. What is the Shareholders primarily contend that the Board’s action—selling
Shareholder Contention |shares at a loss (€4.90) to one party—improperly favors
regarding the Board’s corporate independence over shareholder value maximization.
pursuit of the Stand- The core contention is whether the Board legitimately exercised
Alone Plan? its business judgment or if the dilutive defense was an overreach
primarily intended to preclude shareholders from accepting
Bird's immediate, superior cash liquidity.

7]/ ) ) Y=

Conclusion: Focus Shifts to Shareholder Pressure and Defensive Limits

= CM

The CM.com N.V. (Euronext Amsterdam: CMCOM) - Bird Holding B.V. Bird confrontation
highlights the intense friction between a Board’s desire for corporate independence and its
legal obligation to deliver financial results. CM.com’s Board commits to a defense strategy
that favors its long-term, stand-alone vision over accepting an immediate, premium cash exit.
The execution of the dilutive private placement at a 5.3% discount to the Acquirer's bid
represents a high-stakes, aggressive defensive maneuver. The legal and financial focus now
shifts to the shareholder base. Institutional investors must decide whether the Board’s long-
term plan justifies the immediate dilution and the foregone premium. Shareholder action will
ultimately test the effectiveness of the Board's defensive tactics against the clear financial
incentive offered by the Acquirer.
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SECTION C: "FRIENDLY" (AGREED-UPON) MERGERS & ACQUISITIONS

Friendly Takeover
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1. Global Health Titan Forged: Kimberly-Clark’s $48.7 Billion Kenvue Acquisition I
Navigates Litigation Headwinds

& Kimberly-Clark

Kimberly-Clark to Acquire Kenvue in a $48.7 Billion Cash and Stock Deal

[/ ] )

Transaction Terms: Kenvue shareholders will receive $3.5 per share in cash as well as 0.14625 Kimberly-Clark shares for each Kenvue share held, for
a total consideration to Kenvue shareholders of $21.01 per share.

Deal Size: $48.7B Premium: 46.21% Expected Closing Date: 12/31/26
IA

\4

Introduction: KMB’s Transformational Bet on Scale and Synergy

On November 3, 2025, Kimberly-Clark Corporation (KMB), the global personal care
leader, announced a definitive agreement to acquire Kenvue Inc. (KVUE), the consumer
health giant spun off by Johnson & Johnson. The transaction, valued at approximately $40
billion in equity and $48.7 billion in Enterprise Value, represents one of the year’s largest
corporate takeovers. The deal strategically combines KMB's consumer staples portfolio
(Huggies, Kleenex) with Kenvue’s self-care arsenal (Tylenol, Band-Aid, Neutrogena) to
create a $32 billion revenue global health and wellness powerhouse.

The consideration is structured as a cash-and-stock mix, delivering KVUE shareholders
$3.50 in cash plus 0.14625 KMB shares for each KVUE share, totaling $21.01 per share.
This mix ensures both immediate liquidity and alignment with the pro forma entity, where
KMB shareholders will own 54% and KVUE sharcholders 46%. KMB’s thesis rests on
realizing $2.1 billion in net run-rate synergies. Critically, this ambition proceeds despite
significant and active mass tort litigation risk surrounding Kenvue’s core Tylenol brand,
forcing KMB to prioritize contingent liability management alongside integration.
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Q&A: Deconstructing the Strategic, Financial, and Legal Rigor

Question

Answer

1. How does KMB
rationalize the
valuation given
Kenvue’s pre-deal
trading performance?

KMB justifies the valuation not on Kenvue’s standalone trailing
performance (which saw shares drop ~35% from the IPO), but on
synergy-adjusted multiples. The deal’s stated acquisition multiple
of 14.3x LTM Adjusted EBITDA compresses dramatically to
approximately 8.8x when factoring in the net run-rate synergies of
$2.1 billion. This aggressive synergy target—comprising $1.9
billion in cost cuts and $500 million in revenue synergies—
asserts that the value is in the cost-optimized scale, not the
standalone trajectory.

7]/ )

2. What strategic and
fiduciary objectives
does the 54%/46%
Cash-and-Stock split
fulfill?

This precise cash-and-stock structure is a crucial element of the
deal's strategic foresight. The 46% stock component functions as a
fiduciary bridge, aligning Kenvue shareholders with the long-term
value creation opportunity, a requirement often viewed favorably
by Delaware courts. For KMB, retaining 54% control mitigates
earnings dilution risk and ensures post-closing governance is
directed by the Acquirer’s strategic playbook, led by continuing
CEO Mike Hsu.

3. How does KMB
mitigate the
significant contingent
liability risk posed by
Tylenol and talc
litigation?

KMB implemented enhanced due diligence, confirming multiple
sessions with *"'the world's foremost scientific, medical,
regulatory, and legal experts.”" While the political scrutiny and
litigation overhang (Tylenol/autism claims) are public risks KMB
assumes, the deal leverages the J&J indemnity for U.S. and
Canadian talc claims, effectively protecting Kenvue (and KMB)
from the legacy burden in those jurisdictions. However, KMB fully
inherits the Tylenol risk and non-indemnified international talc
claims, fundamentally testing the efficacy of its legal and risk
modeling.

4. What are the key
execution risks
associated with the
aggressive $1.9 billion
cost synergy target?

The $1.9 billion in cost synergies are concentrated in the first three
years post-close, necessitating decisive, rapid action across G&A,
manufacturing, and supply chain. This speed of execution
introduces significant integration risk, particularly in maintaining
regulatory compliance (critical for OTC products) and retaining
key scientific talent from Kenvue. Any delay or misstep in
execution risks a failure to achieve the synergy-adjusted multiple
while simultaneously disrupting the revenue growth engine.
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5. What signal does The $1 billion reverse termination fee is a material commitment
the $1 billion reverse | that signals a high level of deal certainty to Kenvue shareholders.
termination fee send | This mechanism typically ensures KMB is highly motivated to
regarding deal overcome any closing hurdles, particularly potential challenges
certainty? from regulatory approvals (antitrust review) or financing failure.
For Kenvue, it provides a substantial financial backstop against a
transaction that has already faced activist pressure (Starboard) and
stock volatility.
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Conclusion: Strategic Acumen Meets Diligent Execution
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Kimberly-Clark’s acquisition of Kenvue is a bold maneuver for transformational scale that
positions the combined entity as a formidable force against competitors like Procter &
Gamble. The deal’s financial acumen is evident in the strategic use of synergies to justify
the multiple and the cash-and-stock blend to secure shareholder approval.

The true test of strategic foresight, however, lies not in the integration of supply chains, but
in the management of the litigation overhang. KMB's proactive legal and scientific due
diligence affirms its belief that the Tylenol risk is manageable. Success will hinge on
operational discipline—delivering the promised $2.1 billion in synergies quickly and
seamlessly—while simultaneously navigating the complex, highly public legal environment
to protect the value and trust inherent in Kenvue’s iconic brands. This deal sets a new
standard for high-stakes consolidation in the consumer health sector.
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2. Vertical Integration for the Al Era: Eaton Acquires Boyd Thermal in $9.5
Billion Bet on Liquid Cooling

BOYD F-I-N

TRUSTED INNOVATION

{ [ [ ey )

Introduction: Power Management’s Pivotal Move into Thermal Solutions

V,
Yy

Eaton (NYSE:ETN), the intelligent power management company, announced a
transformative, high-premium acquisition on November 3, 2025, reaching a definitive
agreement to purchase the Boyd Thermal business from Goldman Sachs Asset Management
for $9.5 billion. The transaction immediately embeds critical liquid cooling technology into
Eaton’s industrial portfolio, creating a unified solution for the burgeoning demands of
hyperscale and colocation Al data centers, extending Eaton’s influence "from the chip to
the grid".

The deal is predicated on securing a leadership position in a technology essential for the next
generation of data infrastructure. Boyd Thermal, a global leader in thermal components with
forecasted 2026 sales of $1.7 billion ($1.5 billion in liquid cooling), commanded a steep
valuation multiple of 22.5x its estimated 2026 Adjusted EBITDA. This aggressive pricing
underscores Eaton’s conviction that Boyd Thermal’s technology represents a Strategic
imperative—a necessary capability to capitalize on the secular growth trends of
electrification and digitalization. Eaton expects the transaction to close in the second
quarter of 2026 and become accretive to adjusted earnings in the second year post-
closing.

Business Enlightenment: Framework for M&A Perspicacity

The Eaton-Boyd transaction provides a potent case study for applying advanced M&A
analysis, specifically through the strategic lenses of valuation, deal structuring, and
regulatory risk approach commonplace in corporate restructuring. This acquisition challenges
conventional wisdom, raising five critical questions that determine its ultimate success:
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Question

Answer

1. Valuation & Synergy: How
must the aggressive 22.5x 2026
Adjusted EBITDA multiple be
justified by Eaton's financial
modeling?

This extraordinary premium suggests the core value is
derived not from Boyd’s standalone "economic value"
(discounted projected cash flows) but from the anticipated
synergies. Eaton must model substantial revenue synergies
(cross-selling power and cooling solutions) and rapid cost
synergies (supply chain, G&A) to bridge the valuation gap
and avoid the behavioral pitfall of hubris (overpaying).

2. Strategic Rationale &
Diversification: How does
Boyd's "decades-long history"
in the aerospace market fit into
Eaton's strategic plan, and is this
an instance of value-creating
diversification?

M&A academia highlights that diversification can create
financial synergy by lowering the cost of capital, but poorly-
executed diversification can destroy shareholder value.
Eaton's strategic planning (Phase 1. Building the Business
Plan) must explicitly demonstrate how Boyd's non-data
center assets—including its aerospace solutions—are "highly
complementary"” and do not represent a distracting shift from
the core power management focus.

3. Regulatory/Antitrust: Given
the deal's structure as a Vertical
Merger (combining different
parts of the data center supply
chain), what specific antitrust
theories will regulators
investigate?

Vertical mergers, which combine a customer and a supplier ,
are scrutinized for potential competitive harm (Chapter 2,
Regulatory Considerations). Regulators will assess whether
integrating "chip-to-grid* power and cooling creates a
market foreclosure by preventing competitors from
accessing Boyd’s critical liquid cooling components or
Eaton's power solutions on equal terms.

4. Integration & Risk: What
are the key operational risks to
achieving the expected accretion
within the two-year timeframe,
particularly regarding the
cultural integration?
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The successful implementation of M&A hinges on effective
post-closing integration (Phase 9). Eaton must quickly
integrate its intelligent power management culture with
Boyd's highly specialized, component-focused engineering
culture to ensure the $1.9 billion in cost synergies are
realized without disrupting key talent or technical expertise
(Chapter 6, Integration).
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5. Deal Structuring & By opting for cash (presumably financed by debt/new debt

Financing: What are the issuance) over a cash-and-stock mix (Chapter 11,

inherent risks and market Structuring), Eaton assumes all the financing risk (e.g.,

signals of using a pure cash interest rate risk on new debt) while offering immediate, full

acquisition vehicle for a deal of | liquidity to the seller (Goldman Sachs). This structure signals

this magnitude? immense confidence in the post-integration value creation
but exposes Eaton's stock to potential short-term volatility
related to increased leverage.

Conclusion: Execution and the New Infrastructure Playbook

Eaton signs
agreement to
acquire

Boyd Thermal

LAC I

Eaton's $9.5 billion commitment to Boyd Thermal is a powerful strategic maneuver,
positioning the company at the nexus of the intelligent power management and Al
infrastructure revolution. The deal redefines Eaton’s portfolio, moving it closer to the core
of data center operations where thermal management has become a critical constraint on
computing power. Success will depend entirely on operational discipline—delivering the
promised synergies while justifying the premium multiple by establishing an unassailable
competitive advantage in the new era of high-density computing.

3. L’OREAL ACQUIRES KERING BEAUTY: A $4.7 BILLION DEBT BREAK
AND LICENSING LEVERAGE PLAY

MW\ /AT /AT /AT NN\ T
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Introduction: The Strategic Imperative to De-Leverage and Focus

Kering, the luxury group and owner of Gucci, has executed a definitive strategic retreat,
agreeing to sell its beauty division to L’Oréal for €4 billion (approximately $4.7 billion) in
an all-cash transaction. This move, one of the first major actions by new CEO Luca de Meo,
effectively unwinds the company’s recent vertical integration effort, which had become a
drain on resources and a contributor to the company’s massive debt load.

7]/ )

For L’Oréal, the acquisition is a powerful escalation of its dominance, immediately securing
the high-end fragrance brand Creed and, critically, locking in 50-year exclusive licensing
rights for flagship brands including Gucci, Bottega Veneta, and Balenciaga. This highly
structured deal, designed to provide immediate deleveraging for the seller and long-term IP
leverage for the buyer, displays the peak of financial and legal perspicacity in modern M&A.

v

M&A Informative and Perspicacity Framework: Analyzing the Deal Structure

The Kering/L’Oréal transaction is a masterclass in strategic reconfiguration, raising five
critical questions that define its value and risk profile. The legal complexity—including the
50-year license structure—demanded the intellectual rigor exemplified by top-tier counsel,
such as Latham & Watkins, which frequently advises L'Oréal on its most significant and
structured acquisitions.

For the /ul‘a/‘e/ ql ée(zuty.

Question Answer

1. Valuation & Financial | The sale confirms the transaction is a Deleveraging Mandate,
Motive: How does Kering | not a value maximization sale. Kering's €9.5 billion net debt
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justify accepting a price required an immediate, large-scale cash infusion. Selling the
($4.7B) that only beauty division (which reported a €60 million operating loss)
marginally exceeds what it | at cost demonstrates an urgent prioritization of balance sheet
paid for Creed alone in repair and management focus over achieving a premium price
2023, and what does this on a failed venture.

signal?
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2. Deal Structure & IP
Control: What is the legal
and commercial
significance of the 50-year
exclusive licensing
agreement for Gucci and
Balenciaga?

This is a rigorous legal framework that balances Kering’s
desire to monetize its brand value with L'Oréal’s need for
investment certainty. The 50-year term minimizes reputational
risk for L'Oréal and guarantees it the necessary window to
build and scale the brand franchises globally. Kering, in turn,
secures a massive, long-term, low-risk royalty stream, moving
its exposure from operational execution risk to passive,
predictable revenue.

3. Strategic U-Turn:
Kering previously tried to
bring beauty in-house.
What lesson in M&A
strategy does this reversal
teach?

Kering learned the harsh lesson that Core Competency often
trumps operational sprawl. The failed vertical integration
distracted resources and capital from the struggling flagship,
Gucci. The divestiture teaches that M&A should reinforce
existing expertise; where L’Oréal is the undisputed global
expert in beauty product development and distribution,
Kering's focus must remain exclusively on creative luxury
fashion houses.

4. Antitrust & Market
Dominance: How must
L’Oréal manage the
competitive risk inherent
in acquiring Creed, a top
niche brand, and critical
licenses?

L'Oréal must carefully navigate the regulatory environment,
ensuring the deal does not create anti-competitive market
foreclosure—preventing rivals from accessing distribution or
brand licenses. The simultaneous acquisition of a high-end
niche brand (Creed) and major commercial licenses (Gucci)
solidifies L'Oréal's power; the legal diligence must confirm this
market consolidation remains within acceptable competition
guidelines.

5. Financial Strength &
Transaction Vehicle:
What does the choice of an
all-cash acquisition
vehicle signal to the market
about L’Oréal's financial
health and confidence?

The all-cash structure signals L’Oréal possesses immense
financial capacity and confidence in the deal's immediate
accretive value. This approach avoids share dilution for L'Oréal
and grants the selling party (Kering) immediate, unquestioned
liquidity, underscoring L'Oréal's commitment and ability to
fund such a significant, landmark transaction entirely from its
balance sheet or highly-rated debt.

Conclusion: Refocusing for the Future

S
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L’Oreéal’s acquisition of Kering’s beauty division is a textbook example of leveraging
strength to gain long-term, brand-based advantage. It successfully executed a highly
structured transaction to achieve its objective. For Kering, the divestiture is a bold act of
financial discipline, providing the necessary capital and strategic clarity to focus on
restoring growth in its core luxury portfolio. The deal represents a significant reshaping of
the global luxury landscape, where legal and financial precision were as critical to success
as the strategic vision itself.
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4. Crdit Union Consolidation: BECU’s $33 Billion Bet on Scale and Scope in

BIEICIU
S}

Northern California
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FYSAFE

The Transaction: Forging the Nation’s Fourth-Largest Financial Cooperative

On November 18, 2025, BECU (Boeing Employees’ Credit Union), the Washington-based
financial powerhouse, announced a definitive plan to combine with SAFE Credit Union,
headquartered in Folsom, California. This strategic union creates a behemoth cooperative,
immediately forming the nation’s fourth-largest credit union with over $33 billion in
assets and serving 1.8 million members across more than 80 locations.

v
Yy =

The combination represents a decisive move by BECU President and CEO Beverly Anderson
to accelerate growth and geographical expansion. By acquiring SAFE's $4.6 billion in assets
and deep regional roots in Northern California, BECU executes an aggressive, inorganic
strategy to gain immediate, material scale. The deal is a testament to the ongoing trend of
consolidation in the financial services sector, where technology investment and compliance
costs drive smaller institutions to seek shelter and synergy in larger, better-capitalized
partners. The combined entity will operate under BECU's existing charter, with the
transaction expected to close by early 2027.

Financial Legal Acumen: Q&A on the Credit Union Merger Dynamics

The BECU/SAFE combination presents unique M&A challenges concerning regulatory
compliance, member governance, and post-merger integration. Analyzing the deal through a
rigorous legal and financial lens reveals the core strategic value drivers and execution risks.
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Question

Answer

1. Strategic Rationale:
How does this
combination immediately
transform BECU's
competitive position and
market influence?

The transaction is a pure scale and scope play. It instantly
elevates BECU to the fourth-largest status, providing the
necessary operational leverage to compete directly with major
national banks on technology investment, cybersecurity, and
regulatory compliance. It secures an immediate, high-growth
foothold in the dynamic Northern California market, a
challenging barrier to entry for organic expansion.

2. Regulatory Path: Why
is the combination
structured to continue
under BECU’s charter,
and why does only
SAFE’s membership vote?

Utilizing BECU's existing, larger charter streamlines the
regulatory approval process, avoiding the complexity and time
commitment of establishing a new legal entity. Furthermore,
because BECU is the surviving entity, only the members of the
target institution (SAFE) must legally vote to approve the
dissolution and transfer of assets to the acquirer, following
standard credit union combination protocols.

3. Integration & Talent
Risk: What specific
mechanisms must the
combined entity employ to
ensure cultural
integration and prevent
key talent attrition?

The key mechanism is the pre-defined leadership transition.
Appointing current SAFE CEO Faye Nabhani as Market
President for the Greater Sacramento region mitigates
integration risk by preserving local decision-making and talent.
This structure ensures a local face maintains ties with SAFE’s
established membership, guaranteeing the continuity of the
"people helping people™ ethos and safeguarding regional
goodwill.

4. Synergies and Value
Creation: What tangible
revenue and cost
synergies validate this
high-profile scale
acquisition?

The primary value drivers are revenue synergies via expanded
product suites (more sophisticated commercial lending and
treasury management) and cost synergies from redundant back-
office functions and supply chain leverage. Critically, BECU’s
scale allows for accelerated investment in state-of-the-art
technology and digital platforms, delivering a significant step-
change in service capability that SAFE could not achieve
independently.

5. Commercial Contract
Risk: Given SAFE’s long-
term naming rights
agreements for
Sacramento landmarks,
what legal diligence
protects the combined
entity’s investment?

Comprehensive due diligence must validate the transferability
and status of all Intellectual Property (IP)-related commercial
contracts, including the 25-year naming rights for the SAFE
Credit Union Convention Center. While the combined company
will maintain the SAFE brand for the "foreseeable future,” the
BECU legal team must secure full control over the assignment
and eventual re-branding rights to prevent future litigation or
economic penalty upon the expected phase-out of the SAFE
brand.
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Conclusion: Execution on Scale Defines the New Financial Landscape

The combination of BECU and SAFE Credit Union is an execution-driven move, reflecting a
sharp understanding of the modern financial services industry's demands for scale. BECU's
leadership prioritized aggressive, inorganic growth to gain a dominant national position and
secure the operational efficiencies necessary for sustained technology investment. The
successful integration will now hinge on flawless execution of the two-year transition,
leveraging the retained local leadership while seamlessly migrating members onto the
combined entity’s superior product and technology platforms. This deal sets a clear
precedent for future consolidation, rewarding decisive action that transforms regional
strength into national dominance.
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Final Thoughts: Liquidity and Legal Rigor Define the December
Deal Mandate

VA
7

The transactions and market forces analyzed in this December 2025 newsletter underscore a
singular, unifying principle: M&A success is now a function of liquidity matched with
structural and legal precision.

The $8 trillion Money Market Fund (MMF) complex remains the silent, indispensable
engine of the deal economy. It functions as the high-yield holding tank for the dry powder
necessary to fund both the debt tranches of leveraged buyouts and the all-cash requirements
of major corporate acquisitions. This financial optionality, however, is being met by a new
generation of structural defenses.

The contested takeover attempts—from Sinclair’s pursuit of Scripps to activist Plantro’s
battle with Dye & Durham—demonstrate that the most effective deterrents are not temporary
tactics but embedded corporate governance advantages, such as dual-class stock and a
controlling shareholder block. Furthermore, the Dye & Durham saga validates the modern
hostile playbook, which requires the simultaneous execution of a creative financing
package (the Cash-and-Notes bid) and a disruptive activist proxy campaign to overcome
the board's defensive resolve.

Ultimately, the most strategic victories are achieved through superior, consensual execution.
The final abandonment of BHP’s hostile bid, immediately clearing the path for the Anglo
American-Teck Resources all-share merger, confirms that a meticulously planned
transaction designed to create a critical minerals champion and mitigate complex
geopolitical risk will always prevail over financial muscle alone.

As we look toward 2026, the market will continue to reward the surgical M&A posture that
the Sterling Cooper Inc. team champions. The coming year’s defining deals will be executed
by firms capable of rapidly deploying capital while navigating heightened regulatory
scrutiny, weaponized corporate defenses, and the fundamental complexities of a Cash-
Futures Basis trade-financed world. The path to value creation runs directly through the
intersection of liquidity, legal foresight, and structural control.
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