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Welcome to Intersections, PwC’s quarterly analysis of mergers and acquisitions (M&A) in
the transportation and logistics (T&L) sector. We are pleased to present our second-
quarter 2015 summary as part of our ongoing commitment to providing you with a deeper
understanding of related trends and prospects in the industry.

Overview*

Deal activity improved in the T&L sector in 2Q15, as volume and value increased both
sequentially and year-over year. Driven by substantial megadeal growth (more than 36
percent compared to 1Q15), average deal value also increased, to $564 million.

Megadeals* (deals valued at $1 billion or more)

2Q15 saw strong megadeal activity, with nine deals valued at $23.6 billion, almost 69
percent of deal value for the quarter. Megadeals were primarily driven by the need to fill a
specific need or gap, gain scale, and drive profitability. As mentioned in the 1Q15 letter, in
April, FedEx agreed to launch a tender offer to acquire the entire share capital of
Netherlands-based TNT Express**. This all-cash acquisition, valued at almost $4.8 billion,
is expected to improve FedEx’s European capabilities and accelerate global growth. At the
completion of the transaction, FedEx will become the largest package delivery provider in
Europe.

Cross-border and financial investor activity*

Cross-border expansion and service line expansion were key drivers for many of the 2Q15
deals, particularly in advanced economies. The increase in cross-border deals was
primarily driven by strategic investors, who often seek inorganic opportunities to improve
geographic reach and long-term growth (e.g., the FedEx-TNT acquisition). At the same
time, cross-border activity is less significant in emerging economies given that these
companies tend to be smaller and look to acquisitions of local competitors to improve scale
and market share.

Growth also remains a key driver of cross-border activity, as T&L companies look to
increase geographic reach, add capacity, and enter new markets. For example, in the
airline industry, there have been a number of announcements as airlines look to buy stakes
in rival carriers. These include a recent United Airlines agreement to buy a five percent
stake in Brazil-based Azul SA, potential interest by Delta to invest in Japan-based Skymark
Airlines, and European airline IAG’s acquisition of Ireland-based Aer Lingus. All these
deals have one thing in common—the opportunity to rapidly expand into a new geography.

Activity by financial investors increased to 44.3 percent in 2Q15, compared to 38.9 percent
in the first quarter, as strategic investors divested non-core and underperforming assets.
The funds raised by these sellers should strengthen their financial position.

Segmentation activity*

On a segment basis, 2Q15 activity was driven by the trucking and logistics industries,
which, when combined, accounted for more than 50 percent of the quarter’s overall deal
volume. A significant increase in trucking deals drove 28 percent of the second quarter’s
volume, compared to only 22 percent in the first quarter. Historically, the trucking



industry has been a significant driver of deal activity (due in part to the highly fragmented
industry) as larger companies acquire smaller ones in order to achieve increased market
share and increase capacity. Of the nine megadeals in the first quarter, the largest was a
logistics transaction, the above-mentioned TNT Express acquisition. There were three
trucking-related megadeals announced, including the fourth largest, in which US-based
XPO Logistics acquired a 67 percent interest in Groupe Norbert Dentressangle (a France-
based provider of local freight trucking services) for $2.76 billion. This acquisition is well
aligned with XPO’s strategy to become a global supply chain solution provider.

Regional activity

Asia and Oceania continued to be the largest acquirer region with more than one-third of
all deals announced. This strong level of activity was driven in part by activity in China
where ten of the 21 deals in the region were based. All ten deals were local-market, which
is expected, given the continued growth of the Chinese economy and the government’s
efforts to consolidate its infrastructure and compete with other global transportation
companies. A growing Chinese middle class and an increasingly export-driven economy
were major impetuses for activity as industry players looked to improve scale and
efficiency. Despite a recent drop in value in the Chinese equity markets, the costs of doing
business remain high and some foreign investors have refrained from making deals.

Outlook

We remain optimistic regarding 2015 as deal activity continues to increase. As a key driver,
the US economy remains strong and the US dollar continues to advance against the euro,
the yen, the pound, and many other currencies. This makes cross-border acquisitions by
US companies cheaper, on a relative basis. Concurrently, emerging economies see
continued GDP growth driven by a growing middle class and rapidly urbanizing
populations. Companies in these markets see the need for increased efficiencies and scope,
which can be achieved through inorganic means. Finally, fuel prices remain low. The
Energy Information Agency predicts that gasoline prices in the US are expected to average
$2.33 a gallon***, a decline of more than 30 percent compared to 2014. Jet fuel prices
have also declined more than 40 percent since July 2014, based on PwC’s analysis. These
lower fuel costs make acquisitions more attractive because of lower expenses, which make
available additional funds for activities such as M&A.

We hope this analysis serves as a useful tool for monitoring trends and shaping your
organization’s business strategy. For a deeper dive into the data, launch the data explorer
at http://www.pwc.com/intersections, or contact us to further discuss our insights.
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Data sources:
* Thomson Reuters (2015) “SDC Platinum Database”

** Press release: http://investors.fedex.com/news-and-events/investor-news/news-release-details/2015/FedEx-and-TNT-

Express-Agree-on-Recommended-All-Cash-Public-Offer-for-All-TNT-Express-Shares/default.aspx

***hitp://www.eia.gov/radio/transcript/steo _gasoline price 02102015.pdf

© 2015 PwC. All rights reserved. PwC refers to the US member firm or one of its subsidiaries or affiliates, and may sometimes
refer to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details. This

content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors.


http://investors.fedex.com/news-and-events/investor-news/news-release-details/2015/FedEx-and-TNT-Express-Agree-on-Recommended-All-Cash-Public-Offer-for-All-TNT-Express-Shares/default.aspx
http://investors.fedex.com/news-and-events/investor-news/news-release-details/2015/FedEx-and-TNT-Express-Agree-on-Recommended-All-Cash-Public-Offer-for-All-TNT-Express-Shares/default.aspx

