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A constantly changing economic scenario…

The combination of slow economic activity – GDP 
growth should stay around 2,2% in 2020 – and 
increased political stability should lead to a 
stabilization of the SELIC rate at around
6%. This will help to keep inflation at its current 
low level of around 4% in 2019-2020.3

An increase in consumption and industrial 
activities has been noted. The Purchasing 
Managers’ Index (PMI) for February 2019 has 
increased to 53.4 from 52.7 in January and 52.6 
in December3, which is coupled with a rise in 
real household spending. This is expected to 
come in at 3.1% in 2019 and steadily increase to 
3.8% in 2023.1

...linked to structural reforms in view
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The government is also proposing to create a new federal farming structure, aligned with 
agricultural economics, resources and rural environment. The objective is to centralize 
demands in a public office. The main goal is to create new policies to consolidate existing 
players and to create opportunities in foreign markets.

Reducing the bureaucracy, privatizing public services and reducing regulatory risks for 
investments in the infrastructure sector are also in the country’s agenda. This might lead 
to several privatizations across airports, ports and within the infrastructure sector as well 
as an increase of public spending.

One of the newly elected Brazilian government’s main proposals is to reduce the personal 
tax burden and simplify the bureaucratic tax system through a fiscal reform. This reform 
alongside a full reform of the pension system are huge challenges but may contribute to 
reduce the state deficit and boost the economy.

Estimations show that the USD/BRL exchange-
rate will remain at around 1:3,8 level for the 
next 4 years. The expectations for exports are 
positive, showing an increase of 35% in the 
next 5 years.3

The BRL will likely remain depreciated which
may increase foreign investments in Brazil, even
though imports should not be strongly impacted,
as global supply and demand should grow.
Especially if the USA continue to engage in trade
wars with their commercial partners.
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Sources: 1Fitch Solutions – Brazil Consumer & Retail Report, Q2 2019, 2The Economist Intelligence Unit Limited. (2019),
3Brazil country report, Deloitte internal Studies
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M&A drivers for 2019-2020

Main M&A drivers:

• Lately, the Brazilian government 
conducted the 5th auction round for the 
pre-salt oil reserves. Similar auctions are 
expected to be held in the future as well 
as privatization of state owned 
companies, which should create 
opportunities for ER&I players.

• Deloitte witnessed a growing link
between the Financial Services and 
the commodities sectors as synergies 
exist between the 2 industries. (cf below)

Focus on Energy 
Resources & Industry

Main M&A drivers:

• Agro 4.0 – A rising movement of Agro 
players looking to increase their 
productivity thanks to technology. Drones 
and production enhancing software are at 
the center of this revolution.

• Trade wars between major importers 
and exporters could be a short term 
opportunity for Brazilian agribusinesses.

Focus on 
Agribusiness

Specialists agree that the times 
require companies to invest and 
divest strategically, rather than 
research growth at any cost.

After last years recession, companies are 
divesting non-core assets to free cash to 
reinvest on core activities. Divestitures should be 
the key movements for companies willing to 
maintain their positions.

Acquirers should continue to focus on businesses with 
important fiscal assets (e.g. tax loss carried 
forward) in order to generate strategic synergies and 
reducing the cost of the investment.

M&A activity in Brazil is expected to pick up versus 
last year as the country comes out of a major election 
cycle. Brazil has intrinsic advantages (natural resources, 
logistical hub, 210m inhabitants, 1st Latam economy…). 
So increased stability is expected to ramp up M&A 
activity.

Companies with good financial health should
take advantage of the under-valuation of 

strategic companies that are outing 
the crisis weakened.

1 Vertical integration of input suppliers

2 Change in consumption 

3 Big data to optimize yield

4 Autonomous farming vehicles

5 Mobile data access & smart connectivity

Main midterm disruption drivers in 
Agribusiness2

ER&I

66%

FSI 26%

CNSR 6%

Others 2%

M&A deals in ER&I by acquirer 
industry from 2015-191
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How to make your deal successful

Divestiture

Transaction 
execution

Integration

Due 

diligence

M&A

strategy

Target 

screening

• In a slow economic scenario, strategic complementary acquisition is the 
best way to add value to your business as other investment opportunities 
may have a lower rate of return.

• The structuring of deals should be analyzed carefully due to the complexity 
of Brazilian tax rules and the changes made to it by the introduction of 
IFRS standards.

• Brazil has a big proportion of family businesses that often offer good 
investment opportunities but require additional work in the screening 
phase.

• Investing in businesses with tax assets may help to increase return on 
investments but there are restrictions and regulatory timing that may have 
to be respected.

• According to Deloitte’s 2017 Latin America Mergers & Acquisitions Study, 
the nº1 prerequisite to execute a successful divestiture transaction is to 
perform a detailed sell-side due diligence.

• A good practice whilst realizing the Due Diligence process is to already 
design the synergy plan, this way you can quickly capture them even after 
day 1.

• Tax structuring preparation increases chances of lowering acquisition’s cost 
and maximizing the selling price on eventual taxation of capital gain.

• Analyzing the potential deduction of goodwill payed on acquisition can 
potentially accelerate the return of the investment (considering the tax 
amortization of goodwill and intangibles to be accounted for as a 
consequence of the acquisition).

• When capturing the synergies, it is important to set up and share goals as 
well as tracking their realization. The management team should sign off the 
objectives as a way to have a full commitment throughout the project.

• Deals where added value is related to employees, should focus on change 
management and talent retention policies in a way to secure the deal 
value.

• In case of the divestiture of a non-strategic business, vendor due diligence 
and divestiture preparation increases your chances of finding a buyer and 
maximizing the selling price.

• Executing a divestiture can be more complex than selling a company as a 
whole as you need to define exactly the scope of the deal and estimate 
precisely the impact on the remaining business.

Tips for a successful deal preparation in this macroeconomic environment
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Main focus areas in sell-side due diligence:

Understand intra-company 
transactions, allocated costs, shared 
services, and plans for providing support 
post acquisition and during transition.

Evaluate the quality of earnings and 
identify “non-recurring” items.

Understand the assumptions in 
company forecasts and the bridge 
between actual and forecasted results.

Define the scope of the deal in term of 
business lines and back-office operations.

Evaluate the cost structure for fixed 
versus variable costs, capital 
expenditure requirements, and the 
relevance of certain general and 
administrative activities to the business 
being sold.

Focus on sell-side due diligence

The credibility of a seller can have a dramatic impact on deal value. Incomplete or inaccurate 
information, may have negative impact on sale price, whereas reducing uncertainties about provided 
data – company description, sales, cost, and profit figures – may make a potential buyer more willing 
to pay full consideration – or even a premium. 

Considerations for cross-border 

divestitures

Divestures in general are challenging and 

cross-borders ones even more so. That’s 

why they should receive special attention:

• Determining what's really for sale 
(Geographies, shared assets and 
resources…)

• Compiling the financials and 
considering the deal structure 

• Knowing local and foreign laws 
(Government intervention, Foreign 
Corrupt Practices Act, regulatory filing 
process)

• Marketing the business and adapting 
to foreign buyers

• Planning for the separation 

Our M&A methodology

M&A 

strategy

Target 

screening
Due 

diligence

Transaction 

execution
Integration Divestiture

M&A strategy

• Corporate, business and 
M&A strategy

• Deal rationale, Feasibility 
and realistic risk assessment

• Assessment of strategic and 
financial value and 
integration or divestiture 
needs 

• Post-mortem assessment

Due diligence

• Financial & operational due 
diligence services

• Determine quality of 
historical and projected 
earnings assets

• Identify / validate strategic 
intent, operating model,  
revenue and cost synergy

Integration

• Develop Integration 
strategy, blueprints and 
project plan

• Plan | manage post-merger 
integration and Transition 
Services Agreement advice

• Identify, capture and track 
synergies

• Proactive risk management

Target screening

• Identify potential targets 
and screening of targets 
based on decision criteria

• Development of target 
profile and investment 
thesis and valuation 

• Target engagement

Transaction execution

• Accounting & tax structuring

• Develop day 1 readiness 
plan

• Transaction agreements

• Transition service 
agreements

• Valuation advisory

• Purchase price allocation

Divestiture

• Management of due 
diligence & resolve buyer 
issues supporting 
negotiations of sale contract 
and purchase price 
mechanisms

• Support transaction closing 
procedures and post-deal 
support | TSAs management
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Venus Kennedy
Partner, Deloitte Brazil

M&A Consulting Services 

vkennedy@deloitte.com
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Contacts

Deloitte has assisted thousands of M&A Deals for companies in nearly every industry and geography 
and across the entire transaction lifecycle. We are a world-wide fully integrated practice with 
experienced accounting, tax and consulting professionals who are fully devoted to M&A projects. We 
offer practical hands-on support supported by a battle-tested methodology specially adapted to the 
deal you may be facing. 

If you want to learn more you can contact the following partners:

Reinaldo Grasson

Partner, Deloitte Brazil

Corporate Finance

rgoliveira@deloitte.com

Ronaldo Rezende Xavier

Partner, Deloitte Brazil

Financial Advisory

rxavier@deloitte.com


