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

Greetings, Sterling Cooper Inc. clients and partners

Welcome to the October 2025 edition of the Sterling Cooper Inc. M&A
Newsletter. This month's issue provides a comprehensive analysis
of the deal environment for the last one month, including hostile bids
and friendly definitive agreements.

Section A -
The Irony of the Oracle: Unpacking Buffett's M&A Blind Spots —

Berkshire Hathaway, a behemoth built on the very foundation of astute capital
allocation, finds itself in a peculiar position.

With a cash fortress exceeding $644 billion, the company appears poised for
monumental acquisitions, yet its dealmaking has slowed to a trickle. This paradox has
compelled many to re-examine the core tenets of Warren Buffett's M&A philosophy.

While celebrated for its prudent, long-term focus, this approach, as we argue, presents
a profound governance contradiction and a strategic bottleneck that is actively
preventing subsidiaries from unlocking significant value.

The very “moats” that define Berkshire's investments may now be trapping itin a cycle
of cash hoarding and missed opportunities.
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ADeeperDive into the Berkshire Anomaly

Q1: How does Buffett's “Two Advisers” model fundamentally misrepresent the
modern M&A process, and what sophisticated tools does itignore?

A: Buffett's idealized model of a "pro" and an "anti" adviser oversimplifies dealmaking
into a gladiatorial debate between a cheerleader and a critic.

This is a category error. Modern M&A is not a binary choice; it is a systemic,
multidisciplinary process of risk allocation and value apportionment.

The "anti" team Buffett envisions is, in reality, the due diligence apparatus itself—an
integrated group of financial accountants, tax accountants, M&A attorneys, and
cybersecurity experts.

This team doesn't debate whether a deal is good or bad; it stress-tests every
assumption, identifies value destroyers, and employs sophisticated risk-adjustment
mechanisms.

These include Material Adverse Change (MAC) clauses to protect against unforeseen
events, collar arrangements to hedge against stock volatility, and Contingent Value
Rights (CVRs) or earn-outs to bridge valuation gaps.

By centralizing judgment, Buffett's model effectively bypasses the collective rigor of a
unified, professional due diligence team, substituting it with a genius's intuition—a flaw
that is neither scalable nor sufficiently rigorous for a company of Berkshire's size and
complexity.
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Q2: Beyond acquisitions, what corporate restructuring tools are available to
Berkshire and its subsidiaries, and why might Buffett's philosophy be a barrier
to theiruse?
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A: The M&A toolkit extends far beyond simple acquisitions. For a conglomerate like
Berkshire, which often suffers from a "conglomerate discount," corporate restructuring
could unlock immense value.

Subsidiaries like BNSF Railway could pursue strategic joint ventures or consolidations
to create logistical synergies, while Alleghany could be a platform for rolling up its
peers.
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Other tools like spin-offs and equity carve-outs could be used to raise capital, allow
shareholders to invest directly in a high-growth subsidiary like GEICO, or shed non-
performing departments.

Buffett's aversion to these strategies, which he frames as a matter of long-term
husbandry versus short-term Wall Street excess, prevents subsidiaries from
independently pursuing growth through sophisticated deal pipelines.

This centralized decision-making creates a bottleneck, where the subsidiaries are
held hostage to Buffett's singular worldview, no matter how much value lies dormant
within their operations.
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Q3: What are the specific financial and legal risks of Berkshire Hathaway's
massive cash hoarding, and how might it be a breach of fiduciary duty?

A: Berkshire's cash fortress, currently north of $644 billion, is not merely a benign
asset; itis a source of significant risk.

From a tax perspective, the Internal Revenue Service (IRS) could invoke accumulated
earnings tax liabilities if it determines the company is retaining earnings beyond its
reasonable business needs, arisk that grows with the size of the hoard.

Furthermore, shareholders could bring derivative suits against the board for breach of
fiduciary duty, arguing that the company is failing to prudently allocate capital and
maximize shareholder value. For a company battling derivative litigation, this is a
critical observation: the board, and Buffett, have a fiduciary duty to act in the best
interests of the company and its shareholders.

By not paying a dividend and failing to deploy capital into value-accretive acquisitions,
the company exposes itself to litigation from activists who could argue that this cash
hoard is a misuse of corporate assets.

Q4: Given the looming leadership transition, should Berkshire consider
retaining a professional M&A firm to guide its corporate development, and what
is the strategic imperative behind such a move?

A: With the eventual exit of Warren Buffett and Greg Abel's ascendance to CEO, the
company is at a critical inflection point. The "stock-picking wizardry" that defined its
past is a talent that cannot be easily replicated. The future of Berkshire Hathaway
requires a scalable framework for corporate development.

Retaining a premier M&A firm like Sterling Cooper Inc., Latham & Watkins, or
Sullivan & Cromwell is a strategic imperative. These firms provide the
multidisciplinary expertise necessary for professional dealmaking, from sourcing
targets in fast-growing sectors like Al, life sciences, and electric vehicles, to structuring
cross-border acquisitions in burgeoning markets like India, Singapore, and Canada.

This shift from a centralized, idiosyncratic approach to a professional, systemic one
would not be about succumbing to "deal fever" but about adopting a disciplined
process that aligns acquisitions with long-term strategic goals to systematically
improve shareholder value.

The available data, including Berkshire's own filings, reveals a persistent trend: yearly
additions to retained earnings consistently dwarf combined acquisitions and capital
expenditures.

Fiscal Cash & Acquisitio Buybacks (B$%) Net Hoard
Year Equivalents (B$) ns (B$) Growth (BS$)
2019 128.0 0.6 49 +122.5
2020 138.3 0.0 247 +113.6
2021 146.7 1.0 271 +118.6
2022 109.0 11.5 7.9 +89.6
2023 147.4 0.5 9.2 +137.7




| Source | Berkshire Hathaway 10-Ks, 2019-2023.

This inference is clear: a systemic problem exists. By clinging to an M&A philosophy
based on centralized judgment, Buffett prevents Berkshire from tapping into the full
spectrum of modern corporate restructuring. His model, while brilliant for its time, is a
governance flaw disguised as investment genius.

As the company moves into a new era, a pivot towards a professional, multidisciplinary
M&A framework is not just a strategic option; it is a fiduciary necessity to cure the
conglomerate's structural chokehold and unlock its immense, untapped potential.

APeculiar Market: Megadeals Surge as Overall Deal Volume Plummets

The third quarter of 2025 presented a paradox for the global M&A market, a period that
was, in a sense, both the best and the worst in recent memory. While dealmakers at
firms like Latham & Watkins and Sullivan & Cromwell have been kept busy by a
stunning surge in megadeals, the overall number of transactions has plummeted to its
lowest pointin two decades.

This divergence highlights a market defined by strategic concentration, where high-
value, transformative transactions are thriving while smaller-scale deals have fallen by
the wayside.

According to the latest data, global mergers and acquisitions totaled a remarkable
$1.26 trillion in the third quarter, a 40% increase year-over-year. This makes it the
second-best third quarter on record by deal value.

However, a closer look at the data reveals the other side of this story: only 8,912 deals
were signed, a 16% drop from last year and the worst third-quarter for deal volume in
20 years.

This peculiar landscape is a direct result of several factors. Following the U.S.
presidential election, many anticipated a banner year for M&A.

Yet, the introduction of punishing tariffs and a continued antitrust crackdown on Big
Techinthe second quarter created significant market uncertainty.

This prompted many corporations to delay their M&A and IPO plans, leading to a pent-
up demand that has since been unleashed.

With the stock market at new highs and a clearer picture of the trade landscape
emerging, companies are pursuing fewer but significantly larger deals. The average
deal size has surged to $141.4 million in Q3, a considerable increase from $85.5
million a year earlier, highlighting this "go big or go home" mentality.
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IPO Market's Slow but Steady Revival

While M&A has stolen the spotlight, the IPO market is also showing signs of life, albeit
at a more subdued pace. After a quiet period, high-profile IPOs like ticket reseller
StubHub's $800 million offering and buy-now-pay-later fintech company Klarna's
$1.37 billion debut have helped to restore investor confidence.

Despite this, the overall IPO landscape remains a challenge, with only 987 companies
raising $115 billion so far this year—down 24% and 9%, respectively, from the same
periodin 2024.

One notable exception is the robust activity in Asia, particularly on the Hong Kong
Stock Exchange.

With Republican threats to delist Chinese stocks from U.S. exchanges, a fundamental
shift in investor perception has driven more capital into Hong Kong listings. This
culminated in the world's largest IPO of the year, with Chinese firm Zijin Gold
International raising $3.2 billion.

This trend underscores a strategic diversification away from U.S. markets, a topic of
keen interest for international law firms.

The Dominance of Al and the Return of the LBO

The tech sector continues to be a driving force in both M&A and IPOs, with an
overwhelming focus on artificial intelligence. Nearly every company, regardless of
industry, is now integrating Al into its M&A strategy.

This has led to massive deals, such as the $24.5 billion acquisition of Palo Alto
Networks by CyberArk Software, which was driven by the desire to leverage Al in
network and cloud security.

The crypto space is also experiencing a boom, fueled by eased regulations and strong
investor demand, as evidenced by the oversubscribed IPO of stablecoin issuer Figure.
On the M&A front, companies are increasingly pursuing scale, recognizing that smaller
deals often fail to move the needle with shareholders. This has led to a record number
of deals over $10 billion—a stunning 49 transactions so far this year, up 75% from the
previous year.

A leveraged buyout, or LBO, is a deal in which a company is acquired largely with
borrowed money. The following are the biggest leveraged buyouts on record:

Target Acquirer Deal Announced Post-LBO Status

Value Date
($ billions)

Atlantia SpA Blackstone Inc, $46.36 14-Apr-22 In 2023, ltaly's Atlantia
Edizione SpA changed its name to
Mundys as it aimed to
become the biggest
infrastructure group
globally




TXU Corp

Kohlberg Kravis
Roberts & Co
(IBO), Goldman
Sachs Capital
Partners, Texas
Pacific Group

26-Feb-07

Energy Future Holdings,
formerly TXU Corp, filed
for bankruptcy in 2014
after it failed to meet its
debt obligations as
electricity prices
weakened

HCA Inc

Bain Capital LP,
Kohlberg Kravis
Roberts & Co,
Merrill Lynch
Global Private
Equity Inc

24-Jul-06

HCA became a publicly
traded company in 2010
for the third time in its
history. It now
commands a nearly
$100 billion valuation

Medline
Industries Inc

Blackstone Inc,
Carlyle Group

Inc, Hellman &
Friedman LLC,

GIC Pte Ltd

Years after its leveraged
buyout, Medline is
eyeing to go public in
New York

ALLTEL Corp

TPG Capital LP,
Goldman Sachs
Capital Partners

21-May-07

Alltel was absorbed by
Verizon, which bought
the wireless carrier for
$28.1 billion in 2009

First Data
Corp

Kohlberg Kravis
Roberts & Co
(IBO)

Relisted in 2015;
Acquired by Fiservin
2019 in a $22 billion all-
stock deal

HJ Heinz Co

Berkshire
Hathaway Inc,
3G Capital Inc

14-Feb-13

Merged with Kraft Foods
in 2015 to form The
Kraft Heinz Company.
Kraft Heinz announced
in September plans to
undo the merger, after
years of dwindling




Air Lease Sumitomo Corp, 02-Sep-25 Deal expected to close
Corp Apollo Asset in first half of 2026
Management
Inc, Brookfield
Asset
Management
Ltd, Sumitomo
Mitsui Financial
Group Inc,
SMBC Aviation
Capital Ltd

Harrah's Apollo 02-Oct-06 Renamed to Caesars
Entertainmen Management Entertainment (CZR.O)
tinc LP, Texas in 2010; relisted in 2012
Pacific Group and continues to trade
on the Nasdag under
the ticker CZR. Valued
at nearly $5.62 billion

Hilton Hotels Blackstone Inc 03-Jul-07 Relisted in 2013 and
Corp continues to trade on
MNYSE under the ticker
HLT. Valued at nearly
$61.56 billion, according
to LSEG data

SOURCE: Dealogic

Perhaps one of the most significant developments is the strong comeback of the
leveraged buyout (LBO). After years of subdued activity, private equity firms and
sovereign wealth funds are re-emerging as major players, targeting high-profile tech,
media, and consumer companies.

This resurgence is fueled by cheap debt markets and abundant "dry powder"—capital
waiting to be deployed.

The recent $55 billion leveraged buyout of Electronic Arts by a consortiumincluding
Silver Lake and the Saudi Arabia's Public Investment Fund is a prime example of this
trend, signaling a renewed appetite for large, debt-fueled transactions.

This deal, along with others such as the $88.18 billion acquisition of Norfolk
Southern by Union Pacific, underscores that while the number of deals may be down,
the sheer scale of transactions is reaching historic highs.

The current market environment is a compelling mix of caution and ambition. While
many are hesitant to engage in smaller, more speculative deals, the pressure to
achieve scale and strategic advantage through high-value M&Ais greater than ever.
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Section B

Hostile Tenders, Proxy Fights and Contested Acquisitions

1. BBVA Pursues $20 Billion Deal to Become Europe's Third-Largest Bank: A
Hostile Bid's Calculated Evolution

The landscape of European M&A is being redrawn by a highly visible and protracted
contest between two Spanish banking titans: BBVA and Sabadell.

What began as an unsolicited offer has evolved into a full-scale battle for shareholder
allegiance, putting a spotlight on the intricate dynamics of deal structuring, board
fiduciary duties, and the powerful influence of determined minority shareholders.

The unfolding drama, which has seen BBVA sweeten its offer and a key Sabadell
board member break ranks, underscores that in today's complex environment, a
deal's success is a multifaceted interplay of price, strategic rationale, and shareholder
democracy.

Q1: How would a legal and strategic professional distinguish between the
"hostile" nature of BBVA's initial bid and its current tactical evolution?

A: The initial phase of this transaction was a classic hostile bid. It was an unsolicited
offer from BBVA made directly to Sabadell's shareholders, bypassing the target
board's support. However, its current phase represents a tactical evolution.

While the offer remains hostile, BBVA is now actively engaging in a campaign to win
over shareholders, a process that includes sweetening its offer and leveraging public
endorsements.

This is no longer simply an offer but a battle for control where the acquirer must
convince a critical mass of the shareholder base that the board's recommendation to
reject the deal is a miscalculation. The deal's success now hinges on BBVA's ability to
secure the necessary shareholder acceptance threshold.

Q2: What is the significance of the Mexican board member, David Martinez,
accepting the bid, particularly given the board's recommendation to reject it?

A: The defection of a board member, especially one who is also a significant
shareholder, is a powerful tactical maneuver that serves to legitimize a hostile bid.
David Martinez, who holds a 3.86% stake through Fintech Europe, has publicly stated
his intention to accept the offer, a move that directly undermines the Sabadell board's
unanimous recommendation.
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Q3: Beyond the price, what tactical plays are each side using to sway
shareholder opinion, and what is the strategic calculus behind them?

A: The battle for shareholder support has moved beyond price to a war of incentives
and public narratives. BBVA has sweetened its offer, but it has also announced a
record interim dividend, a direct financial enticement designed to lure Sabadell
shareholders who tender their shares. This dividend is a powerful tool to make the
deal's value proposition more immediate and tangible.

In response, Sabadell has raised its own shareholder remuneration target. This is a
classic defensive move, a "poison pill" of sorts, designed to make Sabadell appear
more valuable on a standalone basis and to signal to its shareholders that their
interests are being defended by the current management, thereby undermining the
narrative of a lowball offer.

Q4: What is the risk to BBVA of sweetening its offer, and how does this relate to
the concept of "accretion" in M&A?

A: While sweetening an offer is a necessary tactical play in a contested deal, it comes at
a significant cost to the acquirer. Increasing the bid price directly impacts BBVA's
projected returns. The deal's expected earnings per share (EPS) accretion—the
increase in BBVA's EPS post-merger—is now lower than originally projected, falling to
around 3% from above 5%.

This is a critical metric for acquirers, as a decrease in expected accretion signals that
the deal's synergy and value creation are being diluted by the increased cost.

It also directly impacts the deal's Return on Investment (ROI), which is now guided at
17% from over 20% under the previous terms. This is a clear illustration of a
fundamental trade-off in M&A: to secure the deal, the acquirer must cede a portion of its
expected value, arisk thatis often a point of contention with their own shareholders.

Conclusion

The BBVA-Sabadell saga offers a compelling case study in the modern M&A
landscape. It is a reminder that in a hostile takeover, the battle is not just against the
target's board, but also for the hearts and minds of the shareholders.

The strategic maneuvers employed—from the public defection of a board member to
the use of dividend sweeteners—underscore that success hinges on a sophisticated
understanding of deal structure, shareholder governance, and tactical communication.



For both sides, this is a high-stakes chess match where every move, from a board
recommendation to a dividend announcement, is a calculated attempt to shape the
deal's outcome and apportion value and risk in a way that serves their respective
interests. The deal's final terms will not be a product of a single, simple offer, but of a
complex interplay of pressure, persuasion, and the ultimate power of the shareholder
vote.

2. Theltalian Job: AMaster Class in Strategic Takeover

The Italian banking sector, long a model of fragmentation, is undergoing a seismic shift.
In a move that reads like a veritable case of strategic corporate restructuring, Monte
dei Paschi di Siena (MPS) has successfully acquired a controlling stake in the revered
investment bank Mediobanca.

This bold takeover, which has secured MPS an 86.3% stake in the target firm, is the
latest and most significant chapter in a merger wave reshaping Italy's financial
landscape.

This deal offers a trove of insights into the motivations, tactics, and complex interplay of
corporate governance, political influence, and deal structuring that defines the modern
M&A environment.

A Deeper Dive into the Transaction: A Smaller Player's Strategic Acquisition of a
Financial Powerhouse

The proposed takeover of Mediobanca, a prestigious investment bank, by a smaller,
state-backed lender, MPS, is a unique and "exotic" transaction that challenges
conventional M&A paradigms.

This deal is not merely a financial play but a complex strategic maneuver driven by the
pursuit of market share, diversification, and long-term growth.

The transaction is a thumbnail sketch on how deal success can hinge on strategic
intent, shareholder alignment, and the ability to navigate a complex regulatory and
political landscape, demonstrating that size is not always the most critical factor in a
takeover.

This analysis explores the strategic motivations, corporate governance challenges,
and implications of this landmark transaction.
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Q1: What is the strategic rationale behind this "exotic" deal, where a smaller,
state-backed lender is acquiring a larger investment bank?

A: This deal is considered unique because it inverts the traditional M&A dynamic. It
represents a strategic play for market share and diversification. The state-backed
MPS, after years of a government rescue and bad loan cleanup, is using its newfound
stability and leverage to acquire a valuable asset.

The primary motivation is to secure Mediobanca's prestigious client base and
sophisticated wealth management capabilities. This is a bold attempt by a firm in a
mature industry to acquire a high-growth firm, with the goal of propelling its future
growth and cementing its position in the competitive financial sector.

Q2: What is the significance of the two largest shareholders, Delfin and the
Caltagirone Group, acting as kingmakers in this transaction?

A: The role of these two powerful shareholders, who hold significant stakes in both
firms, is a powerful illustration of corporate governance in action. Their support was P
crucial to the deal's success.

Their decision to reject a prior bid for Banca Generali and then back the MPS takeover
of Mediobanca demonstrates that, in certain deals, the alignment of a few influential
shareholders can be the deciding factor, even overriding the recommendations of the
target company's board and management.

This highlights how M&A success can hinge on an acquirer's ability to win over specific,
powerful shareholder blocs rather than the entire market.

Q3: How did the rejection of the Banca Generali
bid by Mediobanca shareholders relate to a
failed antitakeover defense?

A: The Mediobanca board's proposal to acquire Banca Generali was a strategic
alternative intended to serve as an antitakeover defense.

The goal was to make Mediobanca less attractive to a potential acquirer by
restructuring its asset base or taking on new debt. However, the failed vote on the
proposal, with 42% of votes abstaining or against, highlights a critical vulnerability.

The target company's attempt to restructure itself to avoid a hostile takeover can
backfire if it lacks the support of its own shareholders, particularly when those
shareholders have a vested interest in the acquiring firm. The failure of this defensive
move essentially cleared the path for the MPS takeover.

Q4: How does this deal structure, where a smaller entity takes over a larger one,
challenge traditional M&A paradigms?

A: This transaction challenges the conventional notion that an acquirer must be a
larger, more dominant firm. The fact that the smaller MPS successfully secured a
majority stake in Mediobanca demonstrates that deal success is a function of strategic
intent, deal structuring, and shareholder alignment, not simply size.
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It shows that in a consolidating industry, a bold, well-executed strategy, coupled with
the right political and shareholder backing, can be more potent than a simple size
advantage. This deal sets a new precedent and will likely serve as a blueprint for future
consolidation in the Italian and broader European banking sectors.

Conclusion

The MPS-Mediobanca transaction is a pivotal moment in European M&A, offering a
rich case study for understanding the complexities of takeovers.

It demonstrates how a complex, multi-layered deal can be successfully executed by
understanding the nuances of corporate governance and stakeholder motivations.

The outcome underscores a shift from simple financial metrics to a more holistic,
strategic approach, where success is ultimately defined by the ability to navigate a
labyrinth of corporate, political, and shareholder interests.

3. TheActivistAscendance: A Case Study in Shareholder Power

In a striking display of shareholder power, CSX Corporation, a titan of the freight
railroad industry, has replaced its chief executive, Joe Hinrichs, in response to
pressure from activistinvestor Ancora Holdings.

This corporate shake-up is not an isolated event but a defining moment in the modern
M&A landscape, demonstrating that corporate governance is not merely an
academic concept but a battleground where a company's leadership and strategic
direction are fiercely contested.

The ousting of a CEO, even one with a three-year tenure, signals a new era where
investor expectations for returns and transactional strategy can no longer be ignored.

Q1: How does Ancora Holdings' intervention illustrate the core tenets of
shareholder activism and the "management entrenchment theory"?

A: Shareholder activism is the process by which investors, often with significant stakes,
pressure a company's board and management to enact changes to unlock value.
Ancora's campaign against CSXis a pithy blueprint.



By publicly criticizing Hinrichs's performance and pressing for a new leader, Ancora
targeted what is known as management entrenchment—the theory that a board and
its executives may prioritize their own interests and job security over maximizing
shareholder value.

In this case, Ancora argued that Hinrichs's resistance to a potential merger with BNSF,
a move that could have significantly increased shareholder returns, was a form of
entrenchment.

The quick and decisive replacement of the CEO by the board under this pressure
validates the activist's premise and demonstrates the power of a coordinated campaign
to overcome institutional inertia.

Q2: What specific M&A and corporate governance failures contributed to the
CEO's ousting?

A: From an M&A and corporate governance perspective, the failures at CSX were
twofold. First, the management, led by Hinrichs, was perceived as failing to adapt to a
rapidly consolidating industry. The surprise Union Pacific—Norfolk Southern merger
created a powerful, coast-to-coast competitor, fundamentally altering the strategic
landscape.

The failure to proactively explore a defensive merger or a similar large-scale
transaction was seen by investors as a dereliction of fiduciary duty. Second, the board,
inits initial support of Hinrichs, was seen as being overly passive.

It was only after Ancora mounted its public campaign that the board's chairman, John
Zillmer, signaled a "laser-focused” commitment to maximizing shareholder value—a
statement that implicitly acknowledges that their previous focus may have been
insufficient.

The replacement of Hinrichs with a new CEO renowned for his "M&A pedigree" is a
direct admission that the company's prior leadership was not fit for the strategic
an challenges ahead.

- 3 Q3: How has the Union Pacific-Norfolk Southern merger fueled a new wave of
! "deal fever" in the rail industry, and what does this mean for the fiduciary duties
of CSX's board?

A: The $85 billion Union Pacific—Norfolk Southern merger has created a new,
competitive paradigm, sparking what can be described as "deal fever" in the North
American rail industry. This is not a fleeting trend but a fundamental shift that puts
pressure on all other players. This new environment has a direct bearing on the
fiduciary duty of CSX's board.

Flowing from this, it's clear that the board is now legally and ethically obligated to
explore all available options to maximize shareholder value. This includes a potential
merger, a joint venture, or a strategic partnership to counter the operational and
logistical advantages of a transcontinental competitor.

The failure to do so could expose the board to legal challenges from shareholders who
could argue that they are not acting with due care and loyalty.




Q4: What does the new CEO's compensation package reveal about the board's
new priorities and the stakes of this leadership transition?

A: The compensation package offered to the new CEO, Steve Angel, is a powerful
statement of the board's new priorities. His compensation, which includes a substantial
base salary and multi-million dollar performance-based stock grants, is heavily
weighted toward value creation and M&A success.

The inclusion of a change-of-control provision—a payout of triple his salary and
target bonus if CSX is acquired—directly aligns his personal financial interests with the
very transaction that the activist investors are demanding.

This structure is designed to mitigate the agency problem, ensuring that the CEO's
incentives are perfectly aligned with the interests of the shareholders. It signals that the
board is willing to pay a premium to a leader who can deliver a transformative deal,
cementing a new era of proactive and aggressive corporate development.

Conclusion

The CSX saga is a compelling lesson in the undeniable impact of shareholder activism
on modern corporate governance. It proves that in a world of rapid industry
consolidation, a company's leadership must not only manage day-to-day operations
but also anticipate and proactively respond to strategic shifts.

The appointment of a new CEO with an M&A-centric mandate is not a simple personnel
change; it is a profound strategic pivot aimed at unlocking value and safeguarding the
company's future in a fiercely competitive environment.




4. The Proxy Power Play: ExxonMobil's Strategic Response to Shareholder
Activism
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In a bold move that could redefine the battle lines of corporate governance, the U.S.
Securities and Exchange Commission (SEC) has greenlit a new shareholder voting
system for ExxonMobil.

This mechanism, which allows retail investors to automatically align their votes with
management's recommendations, is a powerful new tool in the ongoing corporate
proxy wars.

Billed by the oil giant as a way to simplify the voting process for individual investors,
critics charge that it is a strategic maneuver designed to "short-circuit” activist
campaigns.

The SEC's decision is not just a win for ExxonMobil; it is a signal that the proxy process
is shifting, empowering management to counter activist challenges in an entirely new
way.

Q1: How does ExxonMobil's new auto-voting system serve as a defensive
mechanism against shareholder activism, and what are the implications for
"corporate democracy?”

A: ExxonMobil's new system functions as a sophisticated antitakeover defense, even
though it doesn'tfit the traditional mold of a poison pill or golden parachute.

By automatically capturing the votes of its typically supportive retail investor base, the
company creates a built-in buffer against activist proposals. This directly counters the
activist strategy of targeting passive or undecided shareholders to tip the balance in a
close vote.

The system challenges the very notion of "corporate democracy,” which assumes
that each shareholder exercises their right to vote after considering the merits of each
proposal.

This mechanism, therefore, shifts power away from the active, engaged investor and
toward the potentially passive, management-aligned shareholder, raising fundamental
questions about the fairness of the proxy process.
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Q2: What is the significance of the fact that retail investors hold a large
percentage of ExxonMobil's shares, and how does this relate to the "principal-
agent problem" in corporate governance?

A: The principal-agent problem in corporate governance exists when the interests of
a company's owners (the principals) diverge from the interests of its management (the
agents). Historically, activist investors have argued that management, particularly in
large, established firms like ExxonMobil, is not acting in the best interests of
shareholders.

ExxonMobil's new system attempts to leverage a unique aspect of its ownership
structure: alarge base of retail investors who often have low voting turnout. By making it
easy for this group to vote, the company is attempting to "solve" the agency problem in
its favor.

This creates a new dynamic where management can use the sheer number of its small,
supportive shareholders to neutralize the more focused, and often dissenting, votes of
institutional investors and activists.

Q3: How does this new voting mechanism reflect the evolution of the proxy
process from a financial tool to a battleground for social and environmental
change?

A: The ExxonMobil case study vividly illustrates the evolution of shareholder activism
beyond purely financial motives.

While activists historically focused on M&A, capital structure, and operational
efficiency, recent campaigns—particularly against large oil and gas companies—have
increasingly been driven by environmental, social, and governance (ESG) issues.
As the CEO, Darren Woods, stated, the company felt it was being forced to "play that
game."

This new voting system is management's counter-move in this game, a strategic
response to activists who are using the proxy process to influence corporate policy on
climate change.

It shows that the annual shareholder meeting is no longer just a procedural event, but a
public forum where companies and their critics fight for the moral and financial authority
to determine a firm's future.

Exxon Sues Activist Investors to
Block Climate Petitions at
Shareholder Meeting

By Tsvetana Paraskova - Jan 22, 2024, 4:47 AM CST

Q4: What precedent does the
SEC's approval set for other
corporations and what does it
imply about the future role of the
regulator?

A: The SEC's decision sets a powerful
precedent for other publicly traded
companies. Several other firms,
especially those with large retail
investor bases, may now consider
similar strategies.

Texas district court, aiming to block their

ExxonMobil is suing two activist investor groups in a
climate proposals from going to a vote at the annual shareholder meeting later this year in the
first such direct complaint to court instead of to the SEC.
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The regulator, by not objecting to ExxonMobil's plan, has signaled a willingness to
permit new, technology-driven voting mechanisms, even when they could potentially
limit the influence of activistinvestors.

This move could redefine the SEC's role from a neutral arbiter of corporate law to an
enabler of management-friendly governance reforms.

It suggests that future regulatory oversight will need to adapt to innovative corporate
strategies designed to either promote or subvert the principles of shareholder
democracy.

Conclusion

ExxonMobil's new auto-voting system, approved by the SEC, marks a pivotal moment
in the ongoing struggle for corporate control. By effectively mobilizing its historically
disengaged retail shareholder base, the company has introduced a powerful new
weapon into the proxy wars.

This move not only serves as a direct countermeasure to activist campaigns but also
challenges the traditional notion of "shareholder democracy."

The SEC's approval, while conditional, sets a significant precedent for other
companies with large retail investor bases, particularly those facing pressure from
ESG-focused investors. While ExxonMobil frames the system as a way to increase
investor participation and convenience, critics argue it is a strategic maneuver to
consolidate management's power and suppress dissenting voices.

Ultimately, this groundbreaking mechanism signals a profound shift in the balance of
power, suggesting that the future of corporate governance may increasingly be
determined not just by the most vocal investors, but by those who can most effectively
harness the power of the silent majority.

5. The Activist Gambit: Engine Capital's Play for Avantor

In a powerful display of shareholder activism, Engine Capital, a prominent investor, has
publicly taken a stake of roughly 3% in lab equipment giant Avantor.

This move is a calculated response to the company's recent struggles, which have
seen its shares plummet by nearly 50% this year. Engine Capital has issued a clear and
decisive ultimatum to the company's board: implement significant changes to unlock
value or face a push for a sale.

This bold campaign highlights the critical tension between management's long-term
vision and an activist's immediate demand forimproved performance.

Avantor's response—emphasizing "urgency to strengthen growth and profitability"
under its new CEO—underscores a classic defensive posture.

This conflict serves as a modern case study in how investors can exert pressure to drive
corporate change and the importance of strong governance.
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Q1: What are the key elements of Engine Capital's strategy to pressure Avantor's
board?

A: Engine Capital's strategy is a rough layout of modern shareholder activism. The firm
has applied public pressure by using a letter to lay out a two-pronged approach. First, it
proposes an immediate sale of the company with a target price range of $17 to $19 per
share.

Alternatively, it demands that Avantor independently implement a series of value-
enhancing initiatives to reach a higher target of $22 to $26 by 2027. This public
ultimatum makes it difficult for the board to ignore the critique.

Q0

The specific recommendations, which include a board refresh, increased stock
buybacks, cost cuts, and the sale of non-core assets, provide a clear, financially
articulated path to a higher valuation, compelling the board to act on its fiduciary duty to
shareholders.
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Q2: What corporate governance failures does Engine Capital allege at Avantor,
and how do they relate to the company's underperformance?

A: The activist's critique goes beyond simple operational issues and targets the heart of
Avantor's corporate governance.

/s

Engine Capital alleges poor oversight in capital allocation and, most critically, in
succession planning. The departure of the longtime CEO in April is cited as a direct
consequence of this failure and a key driver of the stock's decline.

This type of critique suggests that a company's stock price may be undervalued—a
"conglomerate discount"—due to a lack of strategic focus and accountability from its
leadership.

The activist's campaign is designed to eliminate this discount by either forcing a sale or
compelling a restructuring that brings the company's market valuation in line with its
intrinsic worth.




Q3: How does the new CEO, Emmanuel Ligner, factor into Avantor's defensive
strategy against the activist pressure?

A: The appointment of a new CEO, Emmanuel Ligner, is a key element of Avantor's
defensive strategy.

Anew leader with a fresh perspective can argue that the issues raised by the activist are
being addressed and that a new path forward is being forged.

By stating that it is "acting with urgency to bolster growth and profitability" under Ligner,
Avantor is directly countering the activist's argument that a complete overhaul is the
only option.

This is a common tactic, where a company attempts to convince shareholders that
management's plan is superior to the activist's, and that an immediate sale is not the
best path to creating long-term value.
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Q4: How do external market factors complicate the activist's case forimmediate
value creation?
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A: While Engine Capital's focus is on internal corporate failures, external market
factors also play a significantrole.

Avantor's shares have fallen due to broader economic challenges, such as a drop in
demand from government and academic sectors facing research funding cuts.

This context complicates the activist's demands. While a quick sale might offer a clean
exit, it may not achieve the desired price if potential buyers are also factoring in these
market headwinds.
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Similarly, the long-term goal of reaching $26 per share relies on a market recovery. This
illustrates the complex interplay between a company's internal strategic failures and
external, macro-economic forces.

Q5: What strategic alternatives, other than a full sale, are available to Avantor to
address the activist pressure?

A: To unlock value and appease Engine Capital without resorting to a full sale, Avantor
can pursue a number of strategic alternatives.



These include targeted divestitures, which involve selling off non-core assets. By
shedding these units, the company could raise cash, reduce its debt load, and focus on
its most profitable business segments.

These actions, combined with a robust stock buyback program, can signal to the
market that the board is committed to improving shareholder value while maintaining its
independence.

This approach allows the company to address the activist's core concerns about capital
allocation and portfolio management while avoiding a complete sale.

In conclusion, the Avantor-Engine Capital standoff is a perfect sketch in the modern
battle for corporate control. It is a nuanced conflict between a company's legacy and a
new vision for its future.

The resolution of this fight, whether through a sale or a strategic turnaround, will serve
as a definitive lesson on the power of an activist's campaign and the critical importance
of a proactive, value-oriented board.

SECTION C
FRIENDLY M&A, STRATEGIC ALLIANCES & EXIT MECHANISMS

::What Is A Friendly Takeover?

A merger or purchase that happens when the target business's board of
directors and management approve the acquisition by the acquiring
company. There is mutual agreement supporting this transaction.
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In a stunning move that underscores both the strategic urgency of a company laden
with debt and the immense capital power of an investment titan, Warren Buffett's
Berkshire Hathaway is reportedly in advanced talks to acquire Occidental Petroleum's
OxyChem chemical unit for approximately $10 billion.




This potential transaction is more than a simple asset sale; it is a finely tuned strategic
maneuver that addresses a critical need for Occidental while deploying a fraction of
Berkshire's formidable cash reserves.

The deal, if it closes, would mark Berkshire's largest acquisition in three years and
serves as a powerful statement on the company's capital allocation strategy as it
prepares for a generational leadership transition.

For Occidental, the sale of its core chemical business is a clear and decisive step inits
long-term financial restructuring. The company has grappled with a significant debt
load, a direct consequence of its ambitious and highly leveraged $55 billion acquisition
of Anadarko Petroleum in 2019 and the subsequent $12 billion acquisition of
CrownRock.

For Berkshire, this deal offers a rare opportunity to acquire a high-quality, cash-
generating business at a time when attractive, large-scale acquisitions are few and far
between.

This negotiation, therefore, offers a master class in corporate strategy, financial
engineering, and the long-game of mergers and acquisitions.
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Q1: What is the strategic rationale behind Occidental's decision to sell its
OxyChem unit, and how does it address the company's financial challenges?

A: The strategic rationale for Occidental is an immediate need for financial
restructuring.

Since its Anadarko acquisition, the company has been burdened by a heavy debt load.
By selling OxyChem for a reported $10 billion, Occidental can significantly reduce its
debt, which stood at $23.34 billion at the end of June.

This divestiture is a classic corporate finance move known as a "portfolio restructuring.”
It allows a company to sell non-core or underperforming assets to raise capital, thereby
strengthening its balance sheet and reducing its exposure to debt.

The proceeds from this sale would provide Occidental with the necessary liquidity to
repay a substantial portion of its obligations, improving its credit rating, and freeing up
capital for its core oil and gas business.
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Q2: How does the potential acquisition of OxyChem align with Berkshire
Hathaway's long-term investment philosophy, especially in the context of its
cash hoard?

A: The acquisition of OxyChem is a classic Buffett-style move, perfectly aligned with his
long-stated philosophy of acquiring "good businesses" at a reasonable price.

Berkshire has amassed a record-breaking cash pile of nearly $350 billion, and Buffett
has consistently expressed his preference for deploying this capital into value-
accretive businesses rather than letting it sit in low-yielding cash equivalents.

OxyChem, which generated $2.42 billion in revenue in the first half of 2025, is a stable,
cash-generating asset that fits well within Berkshire's diversified portfolio.

This deal is a strategic step for Berkshire to expand its holdings in the chemical industry,
a sector it first entered with the acquisition of Lubrizol for nearly $10 billion in 2011.

Q3: Given Berkshire's existing ownership stake in Occidental, what are the
implications of this transaction for their relationship and corporate governance?

A: The transaction further solidifies the unique relationship between Berkshire
Hathaway and Occidental Petroleum.

As Occidental's largest shareholder with a 27% to 28% stake, Berkshire already has
significant influence. The potential acquisition of OxyChem, however, changes the
nature of this relationship from a purely financial investment to a strategic partnership.

This deal signals a level of confidence in Occidental's leadership and its long-term
strategy. It also highlights the strategic flexibility of Berkshire's capital, which can be
deployed not only through common stock but also through direct asset purchases.

The move could be seen as a way for Buffett to strengthen the company he is already
heavily invested in, a form of active engagement that differs from traditional
shareholder activism.

Q4: How does the looming leadership transition at Berkshire Hathaway, from
Warren Buffettto Greg Abel, play arole in this deal?

A: The timing of this deal is highly significant, given that Warren Buffett is set to step
down as CEO atthe end of 2025, with his successor, Greg Abel, taking the helm.

While Buffett, at 995, is still the primary dealmaker, this transaction can be seen as a test
of the M&A pipeline and a demonstration of the company's ability to execute large-scale
acquisitions in the post-Buffett era.

Abel, who has a strong background in the energy industry from his time at Berkshire
Hathaway Energy, is well-positioned to oversee the integration of OxyChem, which
could signal a new era of strategic, large-scale deals for the company. This deal is not
just about deploying cash; it is about building a foundation for the company's future
under new leadership.
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Q5: What are the financial implications for both companies in terms of valuation
and shareholder value?

A: From a valuation perspective, the deal is a win for both parties. Occidental gains
crucial liquidity to address its debt, which will likely be viewed favorably by the market
and could lead to a re-rating of its stock.

For Berkshire, the acquisition of OxyChem at an attractive valuation allows it to deploy
capital into a high-quality asset rather than letting it earn minimal returns as cash.

This strategic deployment is a direct method of creating shareholder value by putting
dormant capital to work. The fact that Berkshire is not using Occidental stock for the
payment underscores a strong belief in the long-term value of Occidental's core
business, as well as the value of the acquired unit.

In conclusion, the potential acquisition of OxyChem is a masterfully choreographed
move that serves the strategic interests of both companies.

For Occidental, it is a crucial step towards financial stability and deleveraging. For
Berkshire Hathaway, it is a definitive act of capital deployment that solidifies its
portfolio, demonstrates its strategic continuity, and provides a clear signal about its
future direction under new leadership.

iy This is a deal that will be studied for years to come as an example of how a strategic
= asset sale and a powerful capital infusion can reshape a company's future.

“Hea 2. Biopharma Consolidation: Genmab's $8 Billion Bet on Merus's Breakthrough

T Genmab ‘ Merus

Genmab to Acquire Merus for $8 Billion in Cash
IFransaction Terms: Genmab intends to acquire all the shares of Merus for $97 per

share in an all-cash transaction.
Deal Size: $8B Premium: 40.80% Expected Closing Date: 3,:'31{26
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In a landmark transaction that redefines the contours of the biopharma landscape,
Danish biotech powerhouse Genmab has agreed to acquire Nasdag-listed cancer-
treatment developer Merus for approximately $8 billion in cash.

This is far from a typical M&A deal; it is a strategic maneuver designed to accelerate
Genmab's shift from a royalty-based business model to a fully integrated, proprietary
launch company.

The centerpiece of this high-stakes gambit is petosemtamab (MCLA-158), a bispecific
antibody in late-stage development for head and neck cancer, which has received two
coveted FDABreakthrough Therapy Designations.

By paying a substantial 41% premium over Merus's last closing price, Genmab is not
merely acquiring a company but is effectively underwriting the future value of a
potentially practice-changing therapy.

This acquisition signals Genmab's clear intent to control its own destiny by owning the
full value chain of its most promising assets, a move that will be instrumental in driving
sustained revenue growth into the next decade.

This deal, therefore, serves as a crucial case study in strategic foresight, asset
valuation, and the financial engineering required to secure a transformative asset in a
consolidating industry.

Q1: What is the strategic rationale behind Genmab's decision to pay a significant
premium for Merus, and what does this say about the value of late-stage
biopharma assets?

A: Genmab's decision to pay a premium of approximately 41% for Merus reflects a
clear strategic imperative: to secure a late-stage, de-risked asset with blockbuster
potential.

In the biopharma sector, the value of a company is often defined by the strength of its
pipeline. Petosemtamab, with its impressive Phase 2 data and two Breakthrough
Therapy Designations, represents a high-conviction asset that has cleared significant
clinical and regulatory hurdles.

The premium is not just for the existing assets but for the anticipated future revenue
stream and the reduction of risk. From a financial perspective, this is a form of option
pricing; Genmab is paying a steep price now to acquire the option on a drug that
analysts project could generate over $1 billion in annual sales by 2029, with multi-
billion-dollar potential thereafter.




This highlights a fundamental M&A principle: strategic value often far outweighs the
current market capitalization, especially in industries where intellectual property and
clinical data are the primary assets.

Q2: How does this acquisition accelerate Genmab's strategic shift from a
partnership-heavy model to a wholly owned launch model, and what are the
financial implications?

A: This acquisition is a decisive step in Genmab's stated strategy to reduce its reliance
on third-party royalties from partners like Johnson & Johnson. This transition from a
royalty-dependent model to a wholly owned launch model is a form of vertical
integration.

It allows Genmab to capture the full revenue stream from petosemtamab and other
proprietary programs. The financial implications are profound. While the deal will be
financed with a mix of cash and approximately $5.5 billion in new non-convertible
debt, management has guided for EBITDA accretion by the end of 2029.

This means that after an initial period of investment and integration, the acquisition is
expected to boost Genmab's earnings. This move provides Genmab with greater
control over its growth trajectory and reduces its exposure to the strategic decisions of
its partners.

Q3: What are the primary clinical and regulatory catalysts that will determine the
success of this deal in the next 12-24 months?

A: The success of this deal hinges on a series of critical milestones over the next two
years. The most significant are the interim readouts from the ongoing Phase 3 trials for
petosemtamab, which are anticipated in 2026.

Favorable data from these trials would validate the drug's efficacy and support its
potential for accelerated approval. Regulatory dialogues with the FDA under the
Breakthrough Therapy Designation will also shape trial endpoints and the overall filing
strategy.

Furthermore, updates from Merus's colorectal cancer program will be closely watched,
as a positive readout could significantly expand petosemtamab's market potential
beyond its initial indication.

Finally, the FDA's accelerated approval of Merus's other drug, Bizengri, validates the
target company's regulatory credibility and provides a synergistic asset for Genmab.

Q4: From a deal structuring perspective, what is the significance of the tender
offer and the specified minimum acceptance threshold?

A: The use of a tender offer is a common and efficient way to acquire a publicly traded
company. It allows the acquirer to bypass a time-consuming proxy fight and go directly
to the shareholders with a cash offer. Genmab's tender offer for Merus requires a
minimum acceptance of at least 80% of shares, a threshold that can be lowered to
75%.




This condition is critical for Genmab to secure sufficient control of Merus and complete
a successful short-form merger, simplifying the post-closing integration process.

For shareholders, the tender offer provides a clear path to a quick and certain return on
their investment at a significant premium, which incentivizes them to tender their
shares and ensures the deal's swift closure.

Q5: What are the key financial risks Genmab faces in this transaction,
particularly regarding its debt financing and post-close leverage?

A: While the deal is strategically sound, it introduces financial risks, particularly related
to the $5.5 billion in new debt. Genmab has committed to keeping its gross leverage
ratio below three times within two years of closing.

This implies a significant focus on debt servicing and a need for strong operational cash
flow from its existing businesses to manage its new financial obligations.

The success of this strategy is contingent on timely drug approvals and a strong market
launch, as any delay would impact the company's ability to generate the revenue
necessary to meetits debt reduction goals.

As such, Genmab must balance its aggressive R&D investments with a disciplined
approach to capital management to avoid a post-acquisition "integration discount" and
maintain a healthy financial profile.

In conclusion, Genmab's acquisition of Merus is a bold and calculated move that is
poised to reshape its business model and cement its position as a global leader in
oncology.

The deal is a testament to the transformative power of M&A when a company identifies
a strategic asset and is willing to pay a premium to secure it.

This transaction provides a clear blueprint for how biopharma companies can navigate
a competitive landscape by transitioning from a reliance on external partnerships to a
focus on wholly owned, late-stage execution and commercialization.

3. A Vertical Integration Masterclass: Compass Acquires Anywhere in a $1.6
Billion Stock Deal

Compass to buy Anywhere
for $1.6 Billion in Stock

. Brian Pate
~ SEMINARS




In a landmark transaction that is set to reshape the U.S. residential real estate market,
Compass has agreed to acquire its rival, Anywhere Real Estate, in an all-stock deal
valued at $1.6 billion.

This megamerger, with a pro forma enterprise value of approximately $10 billion, is a
powerful play for scale in an industry grappling with a multi-year downturn.

By consolidating two of the largest brokerages, Compass is not just buying a
competitor; it is vertically integrating to create an industry behemoth with a dominant
market share and a diversified revenue stream.

While the market reaction has been mixed, with Compass's stock initially sliding and
Anywhere's soaring, this deal serves as a crucial case study in strategic consolidation,
financial engineering, and the antitrust challenges that accompany market dominance.

This transaction is a clear signal that in a fragmented market defined by weakness, only
those with sufficient scale and an aggressive M&A strategy will thrive.

Q1: What is the strategic rationale behind Compass's acquisition of Anywhere
Real Estate, and how does it create a new market leader?

A: The strategic rationale is a direct pursuit of scale and market dominance in a
challenging economic environment.

By acquiring Anywhere, Compass will become the world's largest brokerage, boasting
a combined network of 320,000 agents and a 15% share of national home sales.

This merger moves Compass beyond its U.S. focus to a global presence with reach into
120 countries, while adding Anywhere's legacy brands like Century 21 and Coldwell
Banker.

This move is a strategic masterstroke in a market where transactions are scarce, as it
provides the combined entity with powerful economies of scale, allowing it to drive
down costs and gain a significant competitive advantage over smaller, independent
brokerages.

COMPASS
Q2: What are the key financial metrics of the combined entity, +
and how will Compass address Anywhere's significant %Anywhere'

debtload?

A: The combined entity is projected to have a pro forma revenue of $12.8 billion and is
expected to realize approximately $225 million in annual cost savings by eliminating
operational redundancies.

Acritical financial component of this deal is how Compass plans to manage Anywhere's
substantial debt.

While Anywhere carries a significant debt load, the merger's financial structure is
designed to absorb it. The combined entity is projected to have a pro forma net debt-to-
EBITDAratio of 4.4x, a leverage level that is expected to improve to 1.5x by 2028.

This deleveraging is a crucial component of the financial strategy, as it will be driven by
cost synergies and increased profitability.




Q3: How does this deal reflect the broader trend of consolidation in the real
estate industry?

A: The Compass-Anywhere merger is a powerful example of an accelerating trend of
consolidation in the real estate market. The deal comes as the U.S. real estate market
is at a three-decade low for home sales, a direct result of affordability concerns and
high-interest rates.

In a high-friction market, where transaction volume is low, large brokerages are
leveraging M&A to weather the downturn by gaining a larger share of a smaller pie.
This consolidation also allows companies to diversify their revenue streams, as
evidenced by Compass's move to integrate Anywhere's established franchise, title,
and escrow businesses, which add over $1 billionin sales.

Q4: Whatis the significance of the initial mixed COMPASS
market reaction to the announcement?

A: The market's initial reaction was a classic "tale of two stocks." r
Anywhere's stock soared by over 45% on the news, reflecting the significant premium

and the strategic value of the all-stock deal for its shareholders. This surge is a
testament to the deal's immediate benefit to the target company.

In contrast, Compass's shares initially dropped by over 15% before recovering. This
knee-jerk reaction from investors is common in large acquisitions, as the market often
reacts to the potential for debt, dilution, and integration risk. However, the subsequent
recovery in Compass's stock, coupled with bullish analyst ratings, suggests that the
market is beginning to recognize the long-term strategic benefits of the acquisition.

Q5: What are the potential antitrust and regulatory hurdles facing this
transaction?
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A: The merger will undoubtedly face rigorous antitrust scrutiny.

This megamerger is set to create the world's largest brokerage, and this level of market
concentration raises concerns with regulators. Experts have already voiced concerns
that the combined entity could harm consumers and real estate agents.
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The deal's justification, as a necessary counterweight to behemoths like Zillow and the
National Association of Realtors, will be a central argument in their defense.

The acquisition, however, must be reviewed to ensure it does not create a monopoly or
an anticompetitive environment, which could lead to increased costs for consumers
and reduced options for agents. This regulatory review, expected to take place ahead
of the deal's closing in late 2026, will be a critical determinant of its ultimate success.

In conclusion, the Compass acquisition of Anywhere Real Estate is a transformative
deal driven by the strategic imperative to achieve scale and resilience in a volatile
market. It is a powerful illustration of how companies are using M&A to consolidate their
position, diversify their revenue, and navigate a period of unprecedented market
weakness.

The deal is a testament to the fact that in today's M&A landscape, a proactive strategy
for value creation is no longer a luxury but a necessity for survival.




PFIZER TO BUY
METSERA IN

$7.3 BILLION
WEIGHT-LOSS BET
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In a strategic maneuver that signals a high-stakes return to a booming market,
pharmaceutical giant Pfizer has agreed to acquire weight-loss drug developer Metsera
forup to $7.3 billion.

This deal marks a significant pivot for Pfizer, which recently abandoned its own
experimental weight-loss pill, danuglipron, due to safety concerns.

By acquiring Metsera, Pfizer is not simply re-entering the market; it is deploying
immense capital to secure a pipeline of next-generation obesity treatments, including
promising monthly injectable and oral drug candidates.

This transaction is a clear declaration of Pfizer's intent to challenge the market
dominance of rivals Novo Nordisk and Eli Lilly, which have collectively reaped billions
from their blockbuster GLP-1 therapies, Wegovy and Zepbound.

The acquisition is structured with an initial payment of $4.9 billion, with the remaining
consideration tied to future milestone achievements, a financial structure that both
mitigates risk for the acquirer and incentivizes successful clinical development for the
target.

This deal offers a comprehensive case study in how a major pharmaceutical company
can strategically leverage M&A to circumvent R&D setbacks, rapidly acquire a
competitive portfolio, and position itself for future growth in a highly lucrative sector.

Q1: What is the primary strategic rationale for Pfizer's acquisition of Metsera,
particularly after the setback with its own weight-loss drug?

A: The acquisition of Metsera is a direct and decisive response to Pfizer's recent failure
with danuglipron.
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Rather than attempting to rebuild a pipeline from the ground up, Pfizer is leveraging its
immense financial resources to execute a strategic acquisition that instantly provides a
diverse portfolio of clinical-stage weight-loss assets.

This approach is a common M&A strategy known as "buy versus build." It allows Pfizer
to bypass years of costly and risky internal R&D, a process that had already yielded a
significant setback, and instead acquire a company with validated early-stage data and
a promising lead candidate.

This move demonstrates a corporate commitment to the high-growth obesity market,
which is projected to reach $150 billion by the early 2030s.

Q2: What is the significance of the deal's financial structure, which includes a
substantial upfront payment and future milestone-based payouts?

A: The deal's financial structure is a sophisticated approach to valuation and risk
management in the biopharma sector.

Pfizer is paying an initial $47.50 per share, which represents a hefty 43% premium
over Metsera's recent trading price. This premium is a clear signal of the strategic value
Pfizer places on Metsera's pipeline.

The inclusion of an additional $22.50 per share, contingent upon the achievement of
specific clinical and regulatory milestones, is a crucial component of the deal's
architecture.

This tiered payment model aligns the interests of both parties. It provides Metsera's
investors with a significant immediate return while ensuring that the full purchase price
is only realized if the acquired assets successfully navigate the expensive and
uncertain stages of clinical development.

For Pfizer, it helps manage the financial risk inherent in acquiring unapproved drugs by
tying a significant portion of the outlay to a successful outcome.

Q3: What makes Metsera's pipeline, particularly its monthly injectable drug, so
attractive to Pfizer in amarket dominated by weekly treatments?

A: Metsera's pipeline is attractive to Pfizer because it offers the potential for a
competitive advantage through a more convenient dosing schedule.

While Novo Nordisk's Wegovy and Eli Lilly's Zepbound are weekly injectables,
Metsera's lead candidate, MET-097i, is being developed as a monthly injection. This
longer dosing interval could significantly improve patient adherence and compliance, a
key factor in the long-term success of chronic therapies.

Furthermore, early data suggests that Metsera's drugs may offer a superior side-effect
profile, which could be a critical differentiator in a crowded market.

The focus on patient convenience and tolerability demonstrates an astute market
strategy, recognizing that the next frontier in the obesity drug race is not just about
efficacy but about enhancing the patient experience.




Q4: How does this deal impact Pfizer's long-term growth and its position in the
competitive landscape?

A: This acquisition is expected to be a major catalyst for Pfizer's long-term growth.

By acquiring a portfolio with a projected $5 billion or more in peak annual sales, Pfizeris
positioning itself to capture a meaningful share of a market that is still in its nascent
stages.

The deal allows Pfizer to move beyond the looming patent cliffs of its other blockbuster
drugs and establish a new pillar of revenue. In the competitive landscape, this
transaction transforms Pfizer from an also-ran in the obesity race to a formidable
contender.

It sets the stage for a three-way battle for market leadership between Pfizer, Novo
Nordisk, and Eli Lilly, with the potential for further innovation and competitive pricing
that could benefit consumers.

Q5: What are the primary legal and regulatory risks associated with this type of
biopharma M&A?

A: The primary risks are clinical and regulatory.
While Metsera's pipeline has shown promise, its drugs are still in the early stages of
development and must successfully complete rigorous Phase 3 trials to demonstrate
both efficacy and long-term safety. The recent setback with danuglipron underscores
the unpredictable nature of drug development.

From a regulatory perspective, a key risk lies with the FDA's approval process. Even if
the clinical data is strong, the final approval and subsequent labeling of the drug will
determine its commercial potential. Any restrictive language on the label regarding side
effects or patient population could significantly impact its market adoption.

Additionally, the deal will likely undergo antitrust review, though given the fragmented
nature of the drug development market, this is less of a concern than the clinical and
regulatory hurdles.
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In conclusion, Pfizer's acquisition of Metsera is a calculated and strategic investmentin
the future of the company and the obesity treatment market. It is a powerful example of
how corporate development can be used to mitigate R&D risk, secure a competitive
position, and drive long-term value creation. The deal demonstrates a clear
understanding that in today's pharmaceutical landscape, a robust and forward-looking
M&A strategy is as critical to success as internal innovation.

1. Serica Energy's Opportunistic Bet: Securing North Sea Assets Amidst
Distressed Market Conditions

Acquisition of :
portfolio of assets in
the UK North Sea
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In a compelling demonstration of strategic foresight and financial acumen, London-
based Serica Energy has seized a unique market opportunity, agreeing to acquire the
UK's North Sea oilfield operator Prax Upstream for a total upfront consideration of just
$25.6 million.

This transaction is far more than a simple asset purchase; it is a shrewd, opportunistic
acquisition of a distressed entity, allowing Serica to significantly expand its portfolio of
producing assets at a substantial discount.

By capitalizing on Prax Group's administration, Serica has secured a strategic foothold
in key North Sea and West of Shetland regions, adding proven and probable reserves,
new operated hubs, and critical infrastructure.

The deal not only diversifies Serica's production and enhances its near-term cash flow
but also positions the company for future organic and inorganic growth.

The acquisition underscores a fundamental principle of M&A: market dislocations can
create exceptional value for well-capitalized and agile players.

This case study delves into the strategic rationale, financial metrics, and operational
synergies that make this alandmark transaction in the UK's energy sector.

Q1: What makes this acquisition a "bargain," and what does it reveal about the
valuation dynamics in adistressed M&A environment?

o< SERICAENERGY

A: This dealis a classic example of a distressed acquisition, where the buyer benefits
from the financial weakness of the seller.

The purchase price of $25.6 million is equivalent to a valuation of approximately $2.30
per barrel of oil equivalent (boe) in proven and probable reserves. This is a
remarkable discount when compared to Serica's own trading valuation of around $8
perboe.

This pricing disparity is a direct result of Prax Upstream's parent company entering
administration, which created a fire sale environment. The deal illustrates how a seller's
insolvency can force a valuation well below market norms, providing an exceptional
opportunity for a strong, liquid buyer like Serica to acquire valuable assets at a fraction
of their typical cost.

Q2: Beyond the favorable price, what are the core strategic and operational
benefits of this acquisition for Serica?

A: The strategic benefits are multifold.

First, the deal significantly diversifies Serica's portfolio by adding a 100% interest in
the Lancaster oilfield, a 40% operated interest in the Greater Laggan Area, a 10%
interestin the Catcher Field, and a 5.21% interestin the Golden Eagle Area.

Second, it establishes Serica as the operator of the Greater Laggan Area and the
Shetland Gas Plant, which is a modern, key piece of infrastructure in the region. This
operatorship provides a new production hub and creates opportunities for third-party
throughput, allowing Serica to generate revenue from processing gas from other
nearby fields.
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Third, the acquisition brings in an additional $50 million in free cash flow in 2026,
which bolsters Serica's balance sheet and provides capital for further growth. The deal
also inherits a significant pool of unrisked prospective resources, which could unlock
substantial long-term value.

Q3: What are the key financial and legal considerations, including the tax
implications, of this transaction?

A: From a financial perspective, the acquisition is a highly efficient use of capital. The
immediate boost to production and cash flow comes at a minimal upfront cost.
However, the deal also includes the assumption of decommissioning liabilities, which
are estimated at $150 million for the near-term and potentially $200 million to $250
millionin the long run.

Serica's ability to manage and optimize these liabilities, a skill it already possesses, will
be critical to the deal's success. From a legal standpoint, the acquisition is a complex
restructuring, navigating Prax's administration process.

Akey financial advantage for Serica is the ability to utilize Prax Upstream's substantial
tax losses, including $2.14 billion in corporation tax losses and $1.83 billion in
supplementary charge losses. These losses can be used to offset future profits,
effectively lowering Serica's tax burden and significantly enhancing the transaction's

financial return.

Q4: How does this acquisition position Serica for future growth in the UK North
Sea, and what are the potential risks?

A: This deal positions Serica as a major consolidator in the UK North Sea. By
expanding its asset base and securing a new operated hub, Serica has created a
platform for further M&A. The company's CEO, Chris Cox, has already indicated that
they are working on additional opportunities, signaling that this acquisition is the first of
many to come.

The primary risk is the unpredictable nature of oil and gas production, as well as
commodity price volatility. The inherited assets face natural production declines, and
the projected decommissioning costs could rise.

Furthermore, the reliance on third-party throughput for the Shetland Gas Plant
introduces commercial risk if other operators' projects do not materialize as planned.
However, the low acquisition cost provides a substantial buffer against these risks.

In conclusion, Serica Energy's acquisition of Prax Upstream is a masterclass in
opportunistic M&A. It showcases how a company can leverage a robust balance sheet
and deep industry knowledge to secure a portfolio of valuable assets at a considerable
discount.

The deal's strategic benefits—including diversification, new operational hubs, and
significant tax advantages—position Serica for sustained growth and cement its role as
akey player in the evolving landscape of the UK's energy sector.
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Final Thoughts:

The October 2025 M&A market is defined by a striking paradox: a surge in high-value
megadeals is occurring even as the overall number of transactions plummets to a two-
decade low.

This “go big or go home” mentality is fueled by a confluence of factors, including pent-
up demand and a clearer economic outlook.

The private equity space is back, with a renewed appetite for large, debt-fueled
leveraged buyouts, such as the $55 billion acquisition of ElectronicArts.

Meanwhile, the battle for corporate control has intensified. Shareholder activism is
proving to be a powerful force, with activist investors successfully ousting a CEO at
CSX and securing maijor strategic shifts at other firms.

The rise of sophisticated defensive tactics, like ExxonMobil's new auto-voting system,
underscores a shifting landscape where management is fighting to counter activist
influence.

The quarter also saw a series of masterfully orchestrated, high-stakes transactions that
challenge conventional wisdom, including the potential $10 billion divestiture of
Occidental Petroleum's OxyChem unit to Berkshire Hathaway to deleverage its
balance sheet.

Similarly, the hostile takeover of Sabadell by BBVA and the "exotic" acquisition of the
larger Mediobanca by the smaller MPS showcase that deal success is increasingly a
function of strategic ingenuity, shareholder alignment, and tactical execution rather
thansize.

In essence, the market has become a competitive arena where only the bold and
strategically savvy are thriving.

Exploring a strategic fit or add-on company for horizontal or vertical
integration?

Contact Us at
http://www.sterlingcooper.info



http://www.sterlingcooper.info/
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