General Overview for
Investors in Hungary’s
M&A Market

 WHY INVEST IN

HUNGARY?

•

By acquiring local targets acquirers gain the opportunity to access the
European Union market. Hungary is a gateway to Central and Southeast
Europe with a well-developed transportation infrastructure, which makes
it an attractive market for foreign investors.

•

Several high profile technology companies will be coming to the M&A
market looking for bidders, the acquisition of which could be used to
support inorganic growth by the acquiring companies. Due to the exit
pressure of venture capital funds a large number of portfolio companies
which have developed their own technology will be sold. In the latter cases,
investors can acquire highly-specialized market and technical knowledge.

•

Hungary has a competitive and enterprise friendly tax system, with a
corporate tax rate of only 9% and favorable tax schemes supporting M&A
transactions (such as the purchasing of an entire target unit or line of
business without having to pay VAT).

•

There are national and municipal incentives (both refundable and nonrefundable cash subsidies, tax allowances, land available for a reduced price
or for free) to support the further development of the acquired company.

In recent years, Hungarian M&A market activity has intensified with several market-driven and
some state-driven transactions. According to research, the number of Hungarian companies
interested in merger and acquisition transactions is increasing. These companies – mostly
well-developed companies with established markets and good management teams – are
looking for potential strategic or financial buyers and some are also looking for acquisitions.
The motivations of the sellers vary: generational change, retirement, market barriers to
further growth, and exit strategies of venture capital firms are among the most common
reasons. After the financial crisis, operational efficiency was the main focus for companies,
but as the global and local markets are now more stable, companies are willing to invest their
cash reserves. These companies are sitting on a record amount of cash and uninvested capital
and they need to make that capital work, especially in today’s low-interest-rate environment,
to support strategic growth.
Recent market trends and deals have led to predictions of an expansion in market M&A
transactions. In the last few years, an impressive and wide range of deals has taken place
in Hungary with investors from the EU, South Africa, the USA and other parts of the world.
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In the first 6 months of 2017 the most active market segments were real estate, food and
beverages, telecommunications and IT, with about 50% of Hungarian M&A deals happening
in these three sectors. The services, manufacturing, media & energy sectors were also
popular among bidders in 2016, with a 5% to 10% share per sector.

DealsBY
by sector -- Hungary,
DEALS
HUNGARY,2016-2017
2016-2017H1
H1
Deals bySECTOR
sector - Hungary,
2016-2017
H1
Real estate
Real estate
Food and beverages
Food and beverages

2016 H1
2016 H1

Telecommunications & IT
Telecommunications & IT

2016 H2
2016 H2

Services
Services

2017 H1
2017 H1

Manufacturing
Manufacturing
Energy & Utilities
Energy & Utilities
Media & Entertainment
Media & Entertainment
Pharmaceuticals and Healthcare
Pharmaceuticals and Healthcare
Other
Other

0%
0%

20%
20%

40%
40%

60%
60%

Source:Source:
ABSOLVO
research
When
comparing
Hungary to the CEE region, we can see the same sectors at the top of
ABSOLVO
research
When
comparing
Hungary to the CEE region, we can see the same sectors at the top of
Source:
ABSOLVO research
the list: telecommunication and IT, manufacturing, and real estate.
the
list:comparing
telecommunication
IT, manufacturing,
When
Hungaryand
to the
CEE region, weand
canreal
seeestate.
the same sectors at the top of

the list: telecommunication and IT, manufacturing, and real estate.

DealsBY
by sector -- CEE
DEALS
CEE region,
REGION,2016-2017
2016-2017H1
H1
Deals bySECTOR
sector - CEE
region,
2016-2017
H1
Real estate
Real estate

2016 H1
2016 H1
2016 H2
2016 H2
2017 H1
2017 H1

Telecom & IT
Telecom & IT
Manufacturing
Manufacturing
Services
Services
Food & Beverage
Food & Beverage
Wholesale & Retail
Wholesale & Retail
Mining
Mining
Other
Other

0%
0%

Source: ABSOLVO research, CMS

Source: ABSOLVO research, CMS
Source: ABSOLVO research, CMS

20%
20%

40%
40%

60%
60%

In the CEE Region the most active countries were Poland, the Czech Republic, and Hungary.
In the CEE Region the most active countries were Poland, the Czech Republic, and Hungary.
Deal numbers across the CEE Region typically decreased slightly in H1 2017, as they did
Deal numbers across the CEE Region typically decreased slightly in H1 2017, as they did
in Poland and Romania, but the Czech Republic experienced dynamic growth to become the
in Poland and Romania, but the Czech Republic experienced dynamic growth to become the
most active market in this period.
most active market in this period.

In the CEE Region the most active countries were Poland, the Czech Republic, and
Hungary. Deal numbers across the CEE Region typically decreased slightly in H1 2017, as
they did in Poland and Romania, but the Czech Republic experienced dynamic growth to
become the most active market in this period.
MOST ACTIVE COUNTRIES BY NUMBER OF DEALS
Most active countries by number of deals
Czech Republic

Poland

2016 H1
2016 H2

Hungary

2017 H1

Romania
0

100

200

300

Source: ABSOLVO research, CMS

Analysis of the background of the acquirers shows that the majority of these were

Source: ABSOLVO
CMS
Analysis
the research,
background
of thetransactions
acquirers shows
that region
the majority
of these
were
strategicof investors.
39% of M&A
in the CEE
(from 2015)
involved
strategic investors. 39% of M&A transactions in the CEE region (from 2015) involved private
private or family-owned companies, while 31% of the acquirers were listed on a stock
or family-owned companies, while 31% of the acquirers were listed on a stock exchange.
exchange. Financial investors, investment funds, and private equity investors together
Financial investors, investment funds, and private equity investors together formed a
formed
25%
of the
acquirers,
while the
5% werecompanies
state-owned
25%
sharea of
the share
acquirers,
while
the remaining
5% remaining
were state-owned
and
companies
and
organizations.
In
the
last
few
years,
strategic
investors
were
dominant,
organizations. In the last few years, strategic investors were dominant, with a 55-75%
share
Background of the acquiring
a 55-75%
share of the M&A market.
of with
the M&A
market.
companies (CEE region, 2015-2016)
Both in Hungary and in the CEE region the activity of private equity funds is expected to
increase or remain the same as last year. Private equity firms will look for companies with
strong market positions, stable and recurring cash flows, positive industry and market outlooks
and strong management teams. These attributes indicate that the most favored segments in
the region will be manufacturing, food and beverages, healthcare and pharmaceuticals,

or family-owned companies, while 31% of the acquirers were listed on a stock exchange.
Financial investors, investment funds, and private equity investors together formed a
25% share of the acquirers, while the remaining 5% were state-owned companies and
organizations. In the last few years, strategic investors were dominant, with a 55-75% share
Background of the acqui
of the M&A market.
companies
(CEE region, 2015-20
Both in Hungary and in the CEE region the activity of private equity funds
is expected
Both in Hungary and in the CEE region the activity of private equity funds is expected to
to increase or remain the same as last year. Private equity firms will look for companies
increase or remain the same as last year. Private equity firms will look for companies with
with strong market positions, stable and recurring cash flows, positive industry and
strong market positions, stable and recurring cash flows, positive industry and market outlooks
and strong management teams. These attributes indicate that the most
and market
strong outlooks
management
teams. These attributes indicate that the most favored segments in
favored
segments
in the region will
be and
manufacturing,
and beverages,
healthcare
the region will be manufacturing,
food
beverages,food
healthcare
and pharmaceuticals,
and
pharmaceuticals,
technology,
media
and
ICT.
technology, media and ICT.
BACKGROUND OF THE ACQUIRING COMPANIES (CEE REGION, 2015-2016)
5%

25%

39%

Family owned private companies
Companies listed on stock exchange
Financial investors, private equity
State owned

31%
Source: ABSOLVO research

Source: ABSOLVO
research
In the years
of 2015-2016,
the Hungarian government was an active player in the financial,
In the years of 2015-2016, the Hungarian government was an active player in the financial,
energy and infrastructure sectors. In terms of big-ticket bank transactions, the Hungarian state
energy and infrastructure sectors. In terms of big-ticket bank transactions, the Hungarian
state acquired a 100% share of MKB and Budapest Bank and a minority stake in Erste Bank
4
Hungary. In 2016, the government resold MKB Bank to a consortium of investors for EUR
188 million, but the sale process for the larger Budapest Bank has not yet begun.

 M&A MARKET TRENDS IN HUNGARY
In recent years, the Hungarian M&A market has been driven mainly by larger state-backed or
corporate transactions, but in the following period several acquisition opportunities will be
triggered by the expected retirement of CEOs and the exit plans of JEREMIE venture capital funds.
More than 25 years after the regime change in Hungary, many Hungarian company
owners are approaching retirement age, and often there are no family members to
continue the business. These market participants generally sell their companies and,
due to this, Hungarian M&A activity will increase in the next 5 years. Several thousand
medium-sized companies are in such a situation of generational change. This trend is
creating attractive opportunities to acquire functioning businesses and complete new
investments. Some of these potential target companies work for the world’s largest
enterprises. They are typically engaged in traditional industries such as metals, plastics or
timber, construction, agriculture, and machinery, but also in more innovative areas such
as IT services, software development and telecommunications.

The other major impact on the M&A market is the exit-pressure of the partly EU-financed
Hungarian JEREMIE venture capital funds (Joint European Resources for Micro to Medium
Enterprises) and the state-backed Széchenyi Venture Capital Fund (SZTA). These JEREMIE
and SZTA venture capital funds have more than 200 mostly innovative investment
projects in software development, IT, biotechnology, telecommunications, medical
devices, etc. In the next few years (by 2020-2024) these funds will have to exit from
their investments due to EU regulations. Therefore these technology target companies
will be on the market for potential strategic or financial investors. They typically already
have products developed and strong management and are in the smaller (under EUR 5
million) deal-size range.
In the last few years, several successful exits have occurred in Hungary. For example,
Euroventures exited from the Hungarian data specialist SequenceIQ and from MediMass.
MediMass’ Rapid Evaporative Ionization Mass Spectrometry technology was acquired
by Massachusetts-based Waters Corporation. Another JEREMIE fund called PortfoLion
exited from Cryo in 2012. In 2016, a total of 16 venture capital and private equity exits
occurred on the Hungarian market, representing the most active period over the last
few years.
In the case of listed or private equity-backed companies, continuous growth pressure
is the main motivation for acquisitions. Following the end of the financial crisis, market
expansion has become more important. If there is little possibility for companies to grow
organically, they will look for strategic M&A for growth in order to protect their market
positions. Other motivations for deals for potential acquirers in Europe include: access
to technology, intellectual property, brands, regional distribution channels, existing
property and real estate, and natural resources.
There is a large amount of liquid capital on the market that is available to finance M&A
transactions which have higher ROI than companies’ bank accounts. Beside companies’

large cash reserves, the favorable interest rate environment could also raise M&A
activities on the Hungarian market. Acquirers could also finance their deals by credit
with favorable terms. This situation will help management buyout and buy-in deals as
well, generating further demand for Hungarian companies.
The Hungarian M&A market is expected to be dominated by cross-border transactions,
where good targets in active sectors can attract several buyers. In these transactions, the
seller can reach good deal terms and purchase price in a competitive auction.
The Hungarian M&A market is becoming more attractive for investors from new regions,
for example China, the Middle East and South Africa. For these investors, access to the
EU market, new technologies and the skilled, cost-effective labor market are the main
reasons for investing in Hungary. For example, one of the largest private deals in the last
few years was the acquisition of Hungary’s Scitec Holding, a leading sports nutrition
producer, by South Africa’s Ascendis Health for around EUR 170 million.
There are two industry segments in which M&A activity is expected to grow in the
next few years (both in number of deals and value): private healthcare providers and
agriculture.
The private healthcare industry is relatively new to the Hungarian market – it was only
introduced after the transition period in Hungary. Since then, several private healthcare
providers have emerged, finding niche markets where public healthcare provision was
insufficient or inefficient. This market has matured in the past several years and the
consolidation of the market is expected. Agriculture is another industry where M&A
activity is expected to grow, as the generational change of owners and management is
becoming imminent.

 Deal sizes
Hungarian M&A market deal sizes are on a different scale than in Western Europe or the
USA. The majority of cross border deals fall within the EUR 10 to 100 million range and
there are several investment opportunities below the EUR 10 million limit.
In the case of the JEREMIE venture capital funds who have invested in startups and early
stage companies, the potential exit deal size could even be under EUR 5 million, offering
great acquisition opportunities for foreign investors to acquire innovative products
with huge market potential and professional teams. There are also several investment
opportunities for private equity firms in the Hungarian startup sector. Even though funds
are generally interested in big-ticket deals, smaller startups are looking increasingly
attractive for add-on investments. In the next years, mid-sized M&A deals will drive the
market while fewer state-backed big-ticket deals are expected.

 Competition Authority approval
In 2016, the practice of M&A deal approval by the Hungarian Competition Authority
was transformed. There were several changes which simplified the process of the
investigation. While the earlier practice was that the transaction needed to be approved
by the Authority if at least two of the firms involved had more than HUF 500 million net
revenues in the previous year, now the limit is set at HUF 1 billion (EUR 3.2 million). In
addition, no approval is needed, and the Authority only needs to be notified.
Despite the higher deal limit for M&A transactions, the Authority is also empowered to
monitor and prohibit deals that fall under the limit if the net revenues of the two firms
merging together exceeded HUF 5 billion in the preceding year, while the previous limit
was HUF 15 billion. The requirement for Competition Authority approval is dependent
on market competition. Horizontal mergers directly create a change in the structure of
the market while vertical mergers may have negative effects on connected markets.

 SUCCESS STORIES – MAJOR PUBLIC TRANSACTIONS
•

•

•

•

•

Invitel Távközlési Zrt., the Hungary-based residential and business telecommunication
services provider, was sold by its parent company Invitel Holdings A/S to DIGI Távközlési
Zrt., a Hungary-based provider of cable television services, for EUR 141 million.
The transaction is part of Invitel Holding’s (which shortly after the transaction was
renamed to Invitech Solutions Zrt.) strategic goal to become a leader in the Hungarian
ICT market. Invitech Solutions Zrt. employs 500 people and achieved revenues of EUR
77 million in 2016.
Ascendis Health, a South Africa-based company that is engaged in the development,
manufacturing, distribution, and sale of health care, beauty, and pharmaceutical
products agreed to acquire Scitec Holding BV, the Hungary-based company engaged
in the production and sale of sports nutrition products, for EUR 170 million. The
transaction is in line with Ascendis’ strategy to accelerate the offshore expansion of its
own sport nutrition brands. Ascendis will be looking for synergies in R&D, production
and the supplying of whey proteins. Scitec Holding has already sold over 120 million
protein servings globally, it employs more than 700 people and achieved revenues of
EUR 100 million in 2015.
IBM Corporation, the listed US-based provider of IT products and services, acquired
Ustream Hungary Kft., the broadcast platform offering live video distribution services
and which has its headquarters in Hungary, from Softbank Capital. The transaction
was estimated to be valued at USD 130 million. The transaction will help IBM to
enlarge its Cloud platform to enable videos, a rapidly-evolving digital media and data
asset, for its enterprise clients. It aims to create solutions that integrate technologies
from other IBM investments. The deal will also help IBM to sell more video services
to NFL, HBO and other companies. Ustream provides cloud-based video streaming to
about 80 million viewers per month for customers such as NASA, Samsung and Nike.
MSSL Manufacturing Hungary Kft, the Hungary-based investment holding company
and a subsidiary of MSSL GmbH, the German company that manufactures automotive
components, acquired the automotive business unit of Ábrahám és Társa Kft, the Hungarybased automotive components manufacturer, for EUR 10.4 million. The acquisition will
provide many operational synergies and will increase the in-house capability of SMR
Hungary, the subsidiary of MSSL. The transaction will help in achieving group synergies
through supplies to SMR and other new facilities initiated in Europe.
Accenture Plc, the global management consulting, technology and outsourcing
services company incorporated in Ireland, agreed to acquire the software
development and services business from evopro Informatikai es Automatizalasi Kft.,
the Hungary-based software development and engineering services company. The
acquisition will enable Accenture to generate greater returns on its investment in
industrial software. The proceeds received from the sale will be used by evopro to
make products more quickly and efficiently and further improve its skills in industrial
software and automation.

•

•

•

•

•

Steinhoff International Holdings Ltd, the South African company that manufactures,
warehouses, distributes and retails furniture and household goods, has agreed
to acquire a 50.80% stake in Extreme Digital Zrt., the Hungary-based e-retailer of
consumer electronics. The transaction will expand the product portfolio of Extreme
Digital, enabling customers to buy furniture as well. The acquisition will enable
Steinhoff to utilize Extreme Digital’s market leading e-commerce experience for
the group’s other companies. This investment will increase the number of Extreme
Digital’s stores and employees.
Hortonworks, Inc., the US-listed company engaged in the development, distribution,
and support of the Hadoop open source data platform, acquired SequenceIQ Inc.,
the Hungary-based company with an API and platform that enables enterprises and
application developers to build predictive applications, for a total consideration of
USD 8.38 million. The acquisition is in line with Horton’s strategy to expand its existing
data platform with SequenceIQ’s on-demand Hadoop clusters solutions. SequenceIQ’s
former investor was Hungarian JEREMIE fund Euroventures, which exited from the
company in 2015.
Providence Equity Partners L.L.C., the US-based private equity firm, acquired a 70%
stake in Sziget Cultural Management Kft., the Hungary-based event organizer. Sziget
owners will retain a 30% stake in the company. The transaction will allow further
development of the Sziget festivals and support Sziget’s plan to make its festival
brands global. Sziget reported revenues of around HUF 10 billion (USD 35 million), for
the year ended 2015.
Mid Europa Partners LLP, the UK-based private equity firm, agreed to acquire a 40.3%
stake in Waberer’s International Nyrt., a Hungary-based company that provides
solutions for the implementation of tasks related to transportation, forwarding, and
logistics services. The acquisition will enable Waberer’s to take advantage of the
growth opportunities in the European transportation sector. Post completion, Mid
Europa Partners will own a 97.1% stake in Waberer’s International. With the help of
the new ownership structure, Waberer’s made an IPO in July 2017 on the Budapest
Stock Exchange. The capital raised during the process is planned to finance the
acquisition strategy of the company, with the first target, the Polish transportation and
logistics company Link, already having been acquired. Waberer’s International posted
revenues of EUR 570 million for the year 2016, has a workforce of 6,000 employees
and manages 3,650 vehicles.
Sofidel Group, the Italian firm that is one of the world’s leading paper producers
for hygienic and domestic use, strengthened its presence on the European market
by acquiring Forest Papir Kft., which operates in the household hygiene paper
industry, This involves the acquisition of new customers and the Forest brand, an
overall converting production capacity of 30 thousand tonnes and a converting plant
in Piszke, Hungary. 200 workers are also involved. The framework of the agreement
also includes the purchase of approximately 90,000 square meters of land for further
potential investments.

•

•

•

AQ Group AB of Sweden acquired the entire share capital of Anton Kft, a Zalaegerszegbased manufacturer of plastics and rubber industry machinery, for a total EUR 25
million. The company was founded in 1990 and has more than 450 employees and
a turnover of EUR 30 million. Anton Kft.’s customers include Bosch, GE and Siemens.
A majority stake in one of the biggest Hungarian private health centers, Budai
Egészségközpont Kft., was acquired by Bonitas 2002 Zrt. from Medikomp. The health
center employs over 360 staff (including 150 physicians) in 45 areas of practice and
had revenues of EUR 17.65 million in 2016.
Venture capital-backed Hungarian virtual presentation platform provider prezi.com
Kft. acquired Latvian web-based data visualization company Infogram. With the
acquisition Prezi plans to enhance the visual communication of the presentations.
Infogram became a wholly-owned subsidiary of Prezi in Latvia.

