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Presentation - The Takeover

By Christopher Houben EBS 1b

The History of Mannesmann:

· 1890 Reinhard and Max Mannesmann found the "Deutsch-Österreichische Mannesmannröhren-Werke AG", which consists of 4 factories in Germany, Great Britain and Austria

· Mannesmann diversifies by overtaking several mines, steel producers, pipeline-laying companies, machine-producing facilities and Automotive firms

· 1970, Mannesmann outsources its mines and steel producing companies and invests more money in new field such as Engineering which becomes the main income source next to the Automotive section

· In 1990 Mannesmann enters the Telecommunication market by establishing Germany's first mobile phone network D2: Mannesmann Mobilfunk GmbH

· 1995, several restructurations are made within Mannesmann by selling or outsourcing some of its parts

· From 1997 on, the Telecommunications section is enlaged

The History of Vodafone:

· In the early 1980s, Vodafone AirTouch Plc begins as a division of Racal Electronics Plc, under the name of Racal Telecom

· In December 1982, the company acquires the license to establish the first  UK cellular telephone network, which was launched as Vodafone on 1 January 1985

· September 1991, Vodafone becomes fully independent from Racal Electronics Plc which represents the largest corporate demerger in the UK

· 1991, Vodafone launches UK's first digital (GSM) mobile phone service

· In 1994, Vodafone joins the Globalstar consortium to develop and launch a Low Earth Orbiting Satellite mobile phone service, in order to achieve higher coverage

· From 1993 on, Vodafone forms partnerships with telecommunication companies all over the world (e.g. Central Europe, Australia, South Africa, Greece, Japan, Usa, Egypt...)

· 30 June 1999, Vodafone merges with the US AirTouch Communications Inc. and since it is known as Vodafone AirTouch Plc
Reasons for/against the takeover:

	Mannesmann

· Mannesmann will expand much faster alone

· Mannesmann is worth much more than what is offered by Vodafone
· The merger brings many risks, e.g. the separation of Orange

· Mannesmann has the better strategy
	Vodafone

· Mannesmann offended Vodafone by entering the british market through the acquisition of Orange

· "What can Mannesmann do better than the two companies together?"

· The two companies complement one another

· The synergy effects will bring great cost savings


The Takeover cycle

· 22. October 1999: One day after Mannesmann-CEO Klaus Esser announced the takeover of the British mobile phone company Orange, the London newspaper "Times" reported about Vodafone AirTouch's intentions on taking over Mannesmann for 120 billion DM

· 14. November 1999: Vodafone offers 43,7 own shares for one Mannesmann share, which corresponds to 200 billion DM. The offer is directed directly to Mannesmann shareholders

· 19. November 1999: Vodafone's offer is enlarged to 53,7 own shares (= 242 billion DM)

· 24. November 1999: Vodafone begins an immense publicity campaign, in order to convince shareholders to accept its offer

· 28. November 1999: Mannesmann reacts with an own campaign which lasts until the final takeover on 3. February 2000

· 23. December 1999: Vodafone repeats its offer of giving 53,7 own shares for one Mannesmann share, but because of an increase in the Mannesmann stock-price, the offer is now worth 270 billion DM

Deadline for this offer is set to 7. February 2000

· 11. January 2000: The "Wall Street Journal" reports about a possible joint-venture between Mannesmann and Vivendi
· 28. January 2000: Mannesmann confirms talks about acquisitions within AOL Europe

· 30. January 2000: Vodafone and Vivendi give notice about the establishment of a new Internet company, in case Vodafone gains more than 50% Mannesmann shares

· 2. February 2000: Vodafone announces to increase its offer in case Mannesmann would break its resistance. A participation of 48,9% in the new company is granted to Mannesmann's shareholders

· 3. February 2000: After a seven hour conference Mannesmann CEO Klaus Esser announces the friendly takeover of Mannesmann by Vodafone AirTouch, Vodafone will then hold 50,5% and Mannesmann 49,5% share

The final share exchange rate was set to 58,96 Vodafone shares for one Mannesmann share, which is the equivalent of 380 billion DM.

The whole advertising campaign of Mannesmann and Vodafone cost about 500 million DM.

The consequences:

· The Mannesmann sectors Engineering and Automotive will be demerged and brought to the stock exchange by summer 2000

· The recent takeover of Orange by Mannesmann has to be undone, because of a violation to the European Cartel Office

· The french company Vivendi will recieve half of Mannesmann's Cegetel shares (which is 7,5%) as promised before

The new company:

· The new headquaters will be settled in Newbury/Great Britain and Düsseldorf/Germany

· Internet and the conventional telephone network activities will be coordinated in Düsseldorf, the rest in Newbury

· Many shareholders did not exchange their shares, but sold them to market price, which made, that Vodafone now owns more than 60,3% of Mannesmann
· The stock capitalization will be worth 700 billion DM, which is 200 billion more than the year 2000 German Federal Government Budget

· The new company will be the 4. largest in the world, after Microsoft, General Electronics and Cisco. It will serve 42 million mobile phone customers in 25 different countries

Future Plans:

· With the takeover, Vodafone AirTouch Plc did no come to rest, but instead continues to look for opportunities to enlarge and/or cooperate with other foreign companies such as the spanish telecommunications company Airtel or the Hong Kong Hutchison Whampoa

· Vodafone will concentrate more on the mobile phone business rather than the conventional telephone network

· As already declared, Vodafone will found a new company with Vivendi, and through this enlarge its activities in the internet business
