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TOP TIPS
Effective M&A due diligence  
in a post-Covid landscape   

Assess the resilience of the business with 
regard to top line and profitability impacts, to 

gauge the actual impact of Covid on performance.

Look at the target company’s agility towards  
the challenges of the pandemic, in terms of 

ability to manage supply chain disruptions, defaults 
on debt related payments. This would help the 
company evaluate how swiftly the target can adapt  
to challenging situations

Assess the target’s policy towards employees 
over the pandemic period by looking at attrition 

and measures adopted for employee well-being. Such 
analyses would offer a window into the company’s 
culture and attitude towards the workforce.

Evaluation of the targets dependence on 
government aids provided during the pandemic 

to understand the impact on the business when such 
aids are withdrawn

Q UE STIO N O NE

What are the biggest 
advantages of using M&A 
to enter new markets in 
the current landscape, 
as opposed to market 
entry via exporting, direct 
investment, subsidiaries, 
and other methods?
Acquiring or merging with another 
company ensures that the resulting 
entity can immediately operate in a 
new geography or industry without 
the gestation period typical of organic 
growth strategies. With the uncertainty 
of how Covid will pan out (its long-term 
impact on the overall economy and 
its impact on the regulatory, taxation 
and monetary policy of the Biden 
administration) the outcome of making 
fresh investments to scale up operations 
would be more unpredictable than 
acquiring an existing company. 

Advantages of using M&A as an 
entry strategy include access to existing 
clientele, ability to unlock synergies in 
terms of sharing expertise, a readily 
available framework with more in-depth 
understanding of regulations, and an 
established workforce. M&A also assists 
companies to boot strap their valuations 
due to the addition of new revenue and 
earnings.

A shift to hybrid working, or a 
permanent work from home model, 
can also be a major deciding factor for 
businesses assessing their mode of 
entry. Another important factor with long-
term impact is the investment climate 
under the Biden administration. 

QUESTION TWO

The social and environmental impact of 
target markets are becoming a key part of 
M&A – what’s your advice on how clients 
can navigate this complex area and gain 
full transparency?
Environmental, Social and Governance (ESG) is fast gaining 
prominence as one of the parameters driving M&A transactions. 
Potential buyers take into account the historical track record 
of ESG compliance, as well as future compliance investment, 
when pricing a deal. There are various qualitative and 
quantitative factors associated with ESG compliance, such as 
the firm’s market standing and cost efficiency. Surveys reveal 
that poor performance on ESG factors has often prevented a 
deal or impacted the motivation to enter one. 

From a buyer’s standpoint, it would be apt to incorporate 
compliance with ESG factors early in the due diligence process. 
Often, ESG is looked upon as a peripheral requirement by the 
management, yet lack of compliance poses serious threats to 
the buyer. The comfort obtained by the buyer during their due 
diligence process can be corroborated by a third-party expert 
report on ESG compliance. Hiring local third-party experts is 
also useful when buyers are treading new industries and new 
geographies.

ESG factors can be used as a lever in negotiating the terms 
of a deal. The assumption is that positive ESG performance 
is reflected in the historical date of the target, and thus in the 
purchase price. However, demonstrable value on account of 
ESG enables vendors to demand a premium.

After consideration of ESG at the due diligence stage and 
incorporating ESG in the purchase agreement, it is advisable 
that the buyer draws up a post-acquisition plan, incorporating 
integration plans with the buyer’s ESG policies and identifying 
any potential liability or opportunity likely to arise from the 
seller’s ESG practices. 

QUESTION THREE

Corporate acquirers are facing stiff 
competition from private equity players 
on the global stage, changing the pace 
of overseas M&A. What’s your advice to 
clients trying to navigate this competitive, 
fast paced M&A market?

In recent years, private equity has garnered attention due to their 
deep pockets and a certain ‘glamour factor’ attached to them. 
Having a renowned PE investor as a shareholder is a matter of 
pride for a company. There are thousands of PE firms out there 
with billions of dollars to spend. Both the numbers of PE firms 
and dry powder continue to grow, but there is still a relatively 
smaller number of companies that may be available for sale/
investments. 

Our advice to clients looking for an M&A target is to present 
their value proposition, in terms of what they bring to the table. 
Synergies such as supply chain, distribution network, specialised 
IP, access to new market and ability to leverage on the existing 
client or vendor relationship is unique to a corporate buyer. 

We advise clients to identify the target’s rationale behind the 
M&A activity at the onset. A target company may use the M&A 
activity as a means to exit the business, while certain target 
companies want to attract additional investment for further 

growth and expansion. For the former, any value proposition 
that the client may be able to bring to the merged entity would 
not influence their decision, but it would appeal to the latter. The 
buyer should spell out their strategy and vision for the target 
right at the start of negotiations to enable them to evaluate 
whether their vision aligns with that of the potential buyer.

PE investors are generally only pursuing financial synergies, 
their ultimate goal being an exit with lucrative returns. Corporate 
acquisitions are motivated by strategic synergies, so we would 
advise our clients to highlight this in their offer to a target. The 
industry expertise that a corporate buyer can bring on board is 
unparalleled. Moreover, a corporate acquirer introduces various 
integrational benefits in terms of access to clientele, domain 
expertise, diverse workforce etc.

Following the exit of a PE investor after five to seven years, 
there is a question whether the same level of performance 
achieved by the PE investor during their tenure can be 
sustained. This approach often makes companies dependent 
on such investments, which may not be favourable in the long 
term. Additionally, divergence in the approaches of different 
PE investors leads to continuity issues of performance 
enhancement measures.
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“Our advice to clients 
looking for an M&A target 
is to present their value 
proposition, in terms of 
what they bring to the table”


