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1. Introduction

 Buy & build strategies are becoming increasingly 

popular in the M&A market. “Buy & build” describes 

an investment strategy primarily used by financial in-

vestors, which has the aim to consolidate highly frag-

mented markets through the targeted acquisition of 

various complementary or internationally supplemen-

tary companies and thus generating a premium valua-

tion when exiting. In 2018, the total value of buy & 

build deals in Europe rose to a record level of EUR 10.7 

billion. A study by Silverfleet Capital shows that Euro-

pean PE-financed companies made 702 add-on acqui-

sitions in the past year - an increase of 8% compared 

to 2017.

2.  Different Approaches for the Implementation 

of a Buy & Build Strategy

When implementing a buy & build strategy, two fun-

damental approaches are used in practice: the oppor-

tunistic approach and the strategic approach. 

The opportunistic approach is more common in prac-

tice. When deploying the opportunistic approach, the 

first step is the acquisition of an anchor company serv-

ing as a “platform”. The second step is to acquire fur-

ther add-ons. The anchor investment thus serves as the 

starting point. 

The more rarely pursued strategic approach is preced-

ed by a detailed industry sector analysis. Based on the 

results revealed by the analysis the strengths and weak-

nesses of a market are evaluated and the potential for 

implementing a buy & build strategy is estimated. 

Based on this analysis, the acquisition process starts.

3. Prerequisites

Market characteristics: The ideal market for buy & 

build strategies is highly fragmented and fast growing. 

It should also be of a certain size, both in terms of 

 market volume (at least EUR 500 million) and in terms 

of market participants (at least 50 companies). A signi-

ficant number of companies in a market is particularly 

important, since only a certain percentage of the share-

holders is willing to sell their company. In addition to 

that, investors have to assert themselves against other 

bidders in today’s competitive buyer environment.

Target characteristics: For buy & build strategies, it is 

advisable to acquire primarily successful and healthy 

companies to prevent margin dilution while focussing 

on revenue growth. Business models that are depend-

ing heavily on individuals (e.g. advertising agencies, 

consultancies) are also less suitable for buy & build 

concepts. 

Experience shows that relative size ratios among the 

individual investments play a subordinate role. The 

strategic and the cultural fit are much more decisive.

4.  Crucial for Success

The success of a buy & build strategy depends entirely 

on a few critical factors. Constant adherence to basic 

principles and the avoidance of elementary sources of 

error must be ensured throughout the entire process. 

Management and fit: As so often, people are the 

most important factor. It is crucial for the manager of 

the anchor company to have deep industry and trans-

action experience. Additionally, the cultural fit between 

the parties (PE and operative companies) is of high im-

portance. Many investors underestimate the diverging 

influence of a single company in an established group 

of companies. 

Moreover, the implementation of a successful buy & 

build concept requires constant support and guidance 

by the right management team. This greatly facilitates 

coordination and cooperation among the portfolio 

companies and the private equity firm.

Market dynamics: The success of buy & build strate-

gies always depends on specific market conditions. The 
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optimal market for buy & build strategies is character-

ized by a fragmented structure with low concentration 

and many smaller market participants. Dr. Ingo Krocke, 

Managing Partner and founder of Auctus Capital 

Partners AG, also confirmed this during an interview 

with Oaklins.

Examples of such sectors include logistics and e-learn-

ing services, facility management, as well as handicraft 

businesses, such as scaffolding, and retailers. 

Handwerksgruppe Philip Mecklenburg, for instance, 

has acquired and integrated a group of 123 craft busi-

nesses throughout Germany and will achieve a group 

turnover of approximately EUR 450 million in 2019. 

Mr. Krocke furthermore highlighted market growth as 

another important key factor, “because strong growth 

forgives almost all mistakes”.

Direction of diversification: Buy & build strategies 

aim at achieving market consolidation. Therefore, it is 

obvious that target companies should be active in the 

same market in order to complement the core business 

of the existing portfolio. Mainly horizontal, and occa-

sionally vertical integrations are carried out in the 

course of the buy & build strategies. Lateral diversifica-

tions, i.e. extensions that are not related to the platform 

company, should be avoided.

5. Causes of Failure

Buy & build as the wrong strategy: It is particularly 

harmful if an investor feels compelled to carry out a buy 

& build strategy without having proper experience on 

how to execute this strategy. A too quickly implemen-

ted, forced buy & build process can be dangerous, 

 because at the end of the day this usually turns out to 

be just a blunt stringing together of different companies 

that cannot be integrated. As an investor, one must 

 always bear in mind that the “build” factor is at least as 

important as the “buy” factor in the buy & build strategy. 

Before getting lost in a forced buy & build process, an 

investor should change his investment strategy. 

Second Mover: The chances of successfully implement-

ing a buy & build strategy when entering a potential buy 

& build market too late is very small. This is particularly 

relevant due to the fact that only a small number of 

shareholders of conceivable targets is willing to sell. It is 

therefore essential to enter a market as a “first mover”.

Further failure components can be derived from the 

success factors already described. Investors must there-

fore always have an eye on experienced management 

teams and cultural fit. They also need to avoid markets 

not suitable for buy & build strategies and diversifica-

tion directions.

6.  How to Create Value via Buy & Build 

The reason for the significant increase in buy & build 

deals is obvious: they outperform single PE deals by 

generating an average internal rate of return of 31.6% 

from entry to exit compared to an IRR of only 23.1% 

for stand-alone deals. Various market participants as-

sume a multiple arbitrage of two to four points. The 

main driver for this is sales growth. Dr. Ingo Krocke of 

Auctus Capital Partners AG confirms during an inter-

view with Oaklins that the old investment rule of thumb 

“size matters” applies. Increased margins also have a 

positive effect on the valuation. In practice, however, 

these can rarely be realized to the extent initially 

 assumed until the exit and should therefore have a 

 lower influence on the purchase price when acquiring 

the individual target companies. The same applies to 

synergy effects and cross-selling potentials - they are 

considered “nice to haves”, but should not have a 

 significant impact on the valuation.

Due to the reasons outlined above, only few financial 

investors are willing to add a buy & build premium to 

their valuation. Especially the platform investment is 

usually valued on a stand-alone basis. However, some 

investors pay buy & build premiums for the add-on ac-

quisitions - albeit very conservatively. The reason is ob-

vious: If it turns out after an acquisition that a buy & 

build strategy cannot be realized, the target company 

has been acquired at an excessive price.

If one also takes into account the effect of financing 

the purchase price with a significant proportion of debt 

capital, very attractive money multiples can result. An 

example for this is the multiple of 16x recently realized 

by the Aurelius Group in the Solidus deal in four and a 

half years.

7. The Importance of Post-Merger-Integrations

Integration speed: It is not particularly surprising that 

companies which implement rapid integration can get 

into day-to-day business more quickly. The faster the 

acquired company is fully integrated, the higher the 

profit from the positive effects of the generated syner-

gies. A time-consuming integration process can have a 

negative impact on employee satisfaction, which is the 

main reason why the majority of the integration pro-

cess should be completed within the first year. Florian 

Korp, partner at Liberta Partners, also emphasizes this 
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in an interview with Oaklins: “If you still have two 

 different companies after twelve months of post-merger- 

integration, then you’ve actually only made 2 out of 

1 + 1 and not 3 or 4”.

 

Culture and change management: Culture and 

change management is an extremely important factor 

for successful post-merger-integrations. However, it 

causes problems for many investors because it is dif-

ficult to measure and verify. Experience shows that 

cultural differences between the buyer and the target 

company are one of the main reasons why integrations 

fail. Florian Korp of Liberta Partners also sees a sticking 

point here: “Hard facts, such as IT systems, are always 

easier to integrate than soft facts”. It is therefore of 

great importance to carefully examine whether the cul-

tural match between the buyer and the target enables 

a successful acquisition at all. “The human component 

is the most difficult to integrate. The most important 

drivers here are mutual appreciation as well as the 

coordination and implementation of a coherent strategy,” 

adds Dr. Henning von Klitzing of Possehl Holding.

8. Three Recommendations

Do not lose patience. In many cases, the acquisition 

of an add-on is not immediately successful in the first 

year. However, investors should always focus on quali-

ty rather than on quantity. No hasty process should take 

place, but in case of doubt, investors should not wait 

too long, either. A professional M&A consultant with 

industry experience can open doors here and support 

the private equity team. Nevertheless, it may turn out 

that the platform investment can achieve a better de-

velopment through organic growth than through ac-

quisitions. It is important to make the right decision at 

the right time.

Establish cooperation at eye level. The strategy 

must be communicated openly and rigorously among 

the portfolio companies. The feeling of being a second- 

class participant demotivates almost every employee 

and has negative effects on the working atmosphere 

and success.

Use market threats to your own advantage. Parti-

cularly well-suited markets for buy & build strategies 

are those in which market participants are exposed to 

concrete threats. This can be of a regulatory, technical 

or international nature. Facing the pressure of a par-

ticular threat, shareholders are usually more willing to 

sell and investors can take advantage of this.

 

9. Summary 

Due to the aspects described above, the implemen-

tation of a buy & build strategy is often attractive for 

financial investors. A well-managed corporate platform 

can become a pioneer in an industry and thus deliver 

the desired success for financial investors. However, the 

shareholders of the target company also benefit, as they 

can expect further economic development of their 

company and, in some cases, valuation premiums. This 

results in a win-win situation, as both the buyer and the 

seller profit from the correct execution of a buy & build 

strategy.  
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Grand Ballroom

Cross-Border M&A from and to the 
United States and within Europe

•  How Have US/European Cross-Border Investments Developed?  

• Current Trend for European Firms to Open in the US? 

• Impact of Global Competition

• What Sectors Continue to Drive Cross-Border Activity? 

• PE Inves tors and Disruptive Technology Advancement 

•  Exogenous Political Events With Significant Effects in 2019–20:  

Do we Have a False Sense of Security? 

William F. Detwiler, Fernbrook Capital Management

Dr. Michael Drill, Lincoln International

Tom Sauermilch, McDermott Will & Emery

Heather M. Schroder, Robert Bosch

Moderator:  Sarah Antor, Raymond James

CONFERENCE AGENDA 

2019 Cross-Border M&A and  
Private Equity Investment Conference

September 24, 2019, 9:00 am – 4:10 pm CEST, Hotel Bayerischer Hof, Munich

Grand Ballroom  Dr. Norbert Schulte, McDermott Will & Emery

Grand Ballroom Putting the Transatlantic Economy on a Free and Fair Footing 
Ambassador of the United States of America to Germany  
His Excellency Richard Grenell 

Grand Ballroom Market Snapshot • Pricing and Appetite • Search for Value • Auction Trends 
 
 Dr. Florian von Alten, Oaklins Germany
 Carsten Hagenbucher, Charterhouse Capital Partners
 Dr. Sven Oleownik, GIMV Germany
 Norman Rafael, Armacell International
 Dominik Schwarz, EMH Partners

 Moderator:  Dr. Nikolaus von Jacobs, McDermott Will & Emery

Grand Ballroom The World in Disorder—End of the Growth Cycle? 
Dr. Daniela Schwarzer, German Council on Foreign Relations

 8:00 – 9:00 am Registration and Continental Breakfast

 9:00 – 9:03 am Welcome

 10:15 – 10:45 am  Coffee Break

 9:55 – 10:15 am  Keynote 

 9:15 – 9:55 am M&A and Private Equity Market 2019

 9:03 – 9:15 am  Opening Statement 

Gallery

Cross-Border M&A  
from and into Asia

•  Closing the Shop: Tightening AWG and  

Upcoming EU Level Regulation 

•  Clash of Cultures: Post-Merger Integration 

•  Behind the Scenes: Internal Decision Making  

within Chinese Enterprises 

•  Go West: Chinese Outbound Investment  

in Germany

Ms. Jin Chen, SINO-CEEF EUROPE

Mr. Ning Wang, Yinlun Europe Holding

Mr. Mei Wu, Joyson Europe

Mr. Hui Zhang, Nio

Moderator:  Ding Han, McDermott Will & Emery

 10:50 – 11:35 am  Parallel Sessions
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CONFERENCE AGENDA 

Grand Ballroom

Keynote 

End-to-End M&A Process Design for the 21st Century: 

The Challenges and Levers of Digitalization and Business Model 

Innovation

Prof. Dr. Thorsten Feix, Augsburg/Munich/Harvard/Geneva

Gallery

Interview on Pitfalls and 
Challenges of Tax Guarantees  
in M&A Transactions

Prof. Dr. Wilhelm Haarmann, McDermott Will & Emery

Interviewer:  Dr. Nils Wighardt, McDermott Will & Emery

1:30 – 1:50 pm  Parallel Sessions

Grand Ballroom

Crisis and Pre-Crisis  
Management

•  Macro View: Is a Big Restructuring Wave Right Ahead of Us? 

•  Plan A: Role of Divestments as Part of a Whole Company Turnaround 

•  Plan B: Insolvency as a Valid Turnaround Option 

•  Industry Spotlight: Retail Apocalypse, Now?

Dr. Uwe Goetker, McDermott Will & Emery

Jan Groß, UniCredit Bank

Andreas Jaufer, Robus Capital Management

Daniel Jürgenschellert, Helbling Business Advisors

Alexander Reus, anchor Rechtsanwälte Partnerschaftsgesell schaft

Moderator:  Dr. Rainer Bizenberger, AlixPartners

Gallery

Private Equity and Public Markets: 
How do they go together?

•  Exit Strategies: IPO vs. Trade Sale 

•  Exit via IPO: Lessons Learned, Potential Pitfalls, Structuring and 

Timing Considerations 

•  Public-Private Equity: Investor Sentiment Towards this Asset Class

Christoph Großekämper, Mutares

Dr. Martin Kniehase, Joh. Berenberg, Gossler & Co.

Christian Kolodinski, Rothschild Advisors

Nadja Picard, PwC Germany

Moderator:  Simon Weiss, McDermott Will & Emery

12:25 – 1:30 pm  Buffet Luncheon Break

11:40 am – 12:25 pm Parallel Sessions

1:55 – 2:35 pm  Parallel Sessions

Grand Ballroom

M&A in the  
Fintech Industry

•  Impact of Digitalization on the Industry 

•  What Makes a FinTech Successful 

•  Why is the FinTech Industry so Attractive 

for Inves tors 

•  State of Fundraising and M&A Activity

Tim van Delden, HPE Growth

Thomas Hürlimann, Hiscox

Roman Rittweger, ottonova Holding

Dr. Gerrit Seidel, yabeo

Nikolaus von Taysen, 

Payworks & Circula, PAY.ON

Kilian Thalhammer, Wirecard

Moderator:  

Julian Ostertag, 

Drake Star Partners

Fürstensaal

Transaction 
Financing

•  Snapshot LBO German Mid-Market 

•  Cor po rate (Sponsorless) Financing and 

Private Debt 

•  Economic Downturn – Financial  

Restruc turing on Its Way? 

•  Outlook for 2020

Ralph Betz, EQT Partners

Benjamin Blumenschein,  

Crescent Capital

Paul H. F. Kim, Herter & Co.

Michael-Franz Müller, 

NIBC Bank Deutschland

Oliver Wolter, SMBC Frankfurt Branch

Moderator:  

Dr. Oliver Hahnelt, 

McDermott Will & Emery

Gallery

Life Sciences, Health 
and Private Equity

•  Status of the Industry and Opportunities 

for PE on Both Sides of the Atlantic 

•  PE Invest ments in Health Care: Reser-

vations by the Public vs. Benefits to the 

Public – Simply a Communication Issue? 

•  Which Sectors Will PE Focus on in 2025?

Marco Brockhaus, 

Brockhaus Capital Management

Tiemo Grimm, Nordic Capital

André Seidel, 

Nord Holding

Dr. Ulrich Wandschneider, 

Trilantic Europe

Moderator:  

Kristian A. Werling, 

McDermott Will & Emery
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Grand Ballroom

Digitization and 
Artifical Intelligence 
as Driver of M&A

•  The Digitization and Artificial Intelligence 

Opportunity 

•  Build it or Buy it: How to Benefit from 

Digitization and Artificial Intelligence 

•  Impact of Digitization and Artificial 

Intelligence on the M&A Process 

•   Challenges and the Limits of Digitization 

and Artificial Intelligence

Todd Albright, 

Merrill Corporation

Michelle Dipp, 

General Atlantic

Dr. Tobias Koppmann, 

McDermott Will & Emery

Philipp Sebbesse, 

DC Advisory

Fabian Wasmus, Vitruvian

Moderator: 

 Frank Steinherr, 

McDermott Will & Emery

Fürstensaal

Evergreen/Industry 
Holding Investment 

•  GP/LP Evergreen Structures vs. Private 

Industrial Holdings: Trends and Diffe-

rentiating Factors 

•  PE vs. Strategic Buyers vs. Evergreens/

Industrial Holdings: Do Sellers Care? 

•  Team Incentive Structures for Long-Term 

Vehicles 

•  Performance Measures: Are Long-Term 

Structures More Successful?

Philipp Haindl, 

Serafin Group

Torsten Krumm, 

HQ Equita

Raed Fakhri, 

Bahrain Mumtalakat Holding Company

Richard G. Ramsauer, 

VTC Industrie beteiligungen

Moderator:  

Dr. Carsten Böhm, 

McDermott Will & Emery

2:40 – 3:10 pm  Parallel Sessions

3:25 – 3:45 pm  Parallel Sessions 3:25 – 4:10 pm

3:10 – 3:25 pm  Coffee Break

Gallery

W&I Insurance an 
Compliance in M&A 
Transactions

•  Significance of Compliance  

Issues in Current M&A  

Transactions 

•  Risk Assessment and Appetite 

•  Necessary Due Diligence  

of Compliance Risks of the Target 

•  Addressing Compliance Issues

Michael Gaul, 

Acquinex

Jacob Kuipers, 

McDermott Will & Emery

Felix Rettenmaier, 

Rettenmaier & Adick

Dr. Barbara Roth, 

UniCredit Bank

Simon Tesselment, Aon

Moderator:  

Dr. Nadine Hartung, 

McDermott Will & Emery

Grand Ballroom

Keynote 

Challenges for the Automotive Industry – Status and Outlook

Jens Haas, AlixPartners

Gallery

Post-Transaction Value Creation

•  Are Traditional 100-Day Plans Sufficient for Value Creation?

•  When Should the Value Creation Plan Be Available?

•  Role of Human Factor for Value Creation in a Digitized Era

•  Should Tax be Part of Value Creation Planning and Execution?

Sascha Günther, Oakley Capital

Philipp Marquard, AlixPartners

Arne Otto, Siemens

Dr. Karl Popp, SAP

Moderator:  Jens Weber, PwC

3:50 – 4:10 pm

Grand Ballroom

Case Study 

Karstadt Kaufhof Merger

Dr. Jens Ortmanns, McDermott Will & Emery

CONFERENCE AGENDA 
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