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Future outlook

Record valuations of the oil bonanza years have given way to a deeper and more 
sustainable volume of deal flows as economies diversify and regulatory reforms open 
up new sectors to private investment. So while we do not expect to see an immediate 
increase in deal volumes, we believe activity is likely to pick up towards the end of 
2018 as governments progress with their privatisation agendas, particularly in energy 
and infrastructure. This is likely to generate interest from international investors 
as well. 

Both family-owned businesses and conglomerates are 
looking to diversify their holdings away from oil, real 
estate and retail. Fintech, e-commerce joint ventures 
and technology for the modernisation of industry and 
manufacturing are all gathering interest, although – as 
with much of the tech sector – assessment of the deal 
potential and valuation remains a challenge and sectors 
such as technology remain relatively small. We expect value 
creation and exit planning to remain high on the agenda. 
Family groups are now more willing to divest as they are 
recognising the value creation opportunity from exiting 
ex-growth or non-core businesses. 

Accurately assessing tax considerations is increasingly 
an important component of deal value. The region has 
seen many recent tax developments aimed at moving tax 
systems towards international best practices, such as the 
introduction of VAT in some countries and alignment with 
the OECD’s Base Erosion and Profit Shifting Project, which 
aims to create a coherent set of international tax rules. In 
this environment, the tax policies of companies can create 
both risks and opportunities for value creation in deals.

Looking ahead to late 2018 / early 2019, deal flow should 
improve as restrictions on foreign ownership are eased 
further, and regional governments advance with their 
transformation agendas. The learning curve around the 
transformation and privatisation agenda in KSA will 
continue. Across the region the regulatory framework for 
M&A is expected to be more supportive and should therefore 
contribute to an improvement in deal activity.
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