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Flocking To Green Island

Big plavers in emerging markets are taking notice of an
impressive Polish economy. But what are the imphcations
as foreign husiness gets to grip with its growth?

o European counoy embodies guiet

sureness in the way Poland does.

While neighbors far and wide became

rangled in recession and recririnadon

as the effects of the global financial cri-

sis rook hold across the condnent, the Polish economy

has deepened and broadened owver the past decade.

Today, consistentc growth and opdmisn have broughe

stabiliry and prospericy o a range of secrors and nurned
the heads of cverseas investors.

Eoosted by EUT membership, a manure legal system,
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proximicy o Germany, a well-educared workfores
and lower employes costs than Western Europe, Pol-
ish business has enjoyed growing imvestment and
earned the nickname of the “green island’ given its
seeming immunicy oo cthe mrmoil The gross capital
invesmment increased in 2014 by approximacely 9%
and the Polish economy bacame the 7ch largest econ-
omy (by GDP quarterly) in the EU leaving Sweden
and Belgium behind.

It is telling, then, char the conflicr in neighbor-
ing Ukraine, a powder keg of uncertainry for the



region, has not so much disrupeed Poland, from a
wider economic perspective, as it has prompeed a
degree of caurion. In the sense that che Polish au-
thorifes are expected to spend significant sums on
military upgrades, the financial curcome of the dis-
pute may yet do licde o dent commercial prospects.
In a similar fashion, while the scagnadon char has
characterized several European states has cooled the
prospects for the export marker, foreign imvestment
has condnued o grow, optimisdc of the underdying
drivers that have eluded other regions.

“We don'r see dramadc changes in Poland,™ com-
ments Ronald Given, parmer ar Wolf Theiss, a full-
service firm with a large stable of internatonal clients.
“The compeddon for imvvestors chroughour che Central-
Eastern Eurcpe [CEE] remains intense [butf] Poland is
rying harder. The increased use of Special Economic
Zones (SEZs) s an example of these efforts. MMost indica-
dons are thar Poland will condnue oo succeed.”

WHOEVER WINS...
That assuredness and lack of drama could perhaps
be acribured in some stead oo the fact thar whoever
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western investors would more often invest cheir prof-
its in the ventures already operaring in the CEE rach-
er than engage in greenfiald or brownfield projects.”

ACQUIRING A STAKE

Sdll, there’s been an increasing apperite from large
WESIern corporatons who want to tap into the Polish
market. Google opened is start-up campus in War-
saw in the first half of 2015, while Volkswagen set
the precedent for a stream of auromotive deals in the
coraing monchs; in 2014 the manufacrurer decided o
move the endre producton of a new Crafter model
to Poland to be mamufacoured in an all-new plant in
Wrzesnia (Poznan).

Meanwhile, in the financial services space, west-
ern businesses saw potential in the fast maruring lo-
cal businesses and the encerprising finanecial services
technology sector, creadng acquisitions and provid-
ing a chanee for local experts o bring their knowl-
edge 1o bear. “Ar the same time, a few of the leading
domesde players adopted modernizadon srategies

has been ar the helm of the Polish state for the past 25 “The comp etition for investors
years, business has continued to flourish. Ir's a point

worth keeping in mind given thar, ac ame of wrie-  LELYOUGhout the Central-Eastern

ing, the country is in che middle of an unpredicrable Europe (CEE} rem ai ns inte nse
elecrion runcff. “The elections in the fall thar will

derermine the Prime Miniscer will also be wamched [but] Pﬂland is ‘IYing harder.”
very carefully by imvestors cthroughour Eurcpe and
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the rest of the world,™ nores Given.

While differen: vicrors would present differen:
scenarios for investors, Poland is unlikely o be per-
ceived as amything other than an atracrive invest-
ment destinadon, claims Arkadinse Fumidskd, asso-
ciared parmer in the Warsaw offices of international
law firm Noerr. He predices sustained growth “both
for the manufacruring sector [such as automotve
and pharmaceusical) due o its SEZs as well as in the
trending financial rechnology space, broader IT sec-
tor, cursourcing and co-outsourcing.”

Ome key factor that has driven a pordon of these
deals is those aformendoned SEZs, an adminismradvely
separared part of the county where imvestors may run
their business actvicy based on specific preferendal
condidons, inchuding exermption in corporate incoms
tax for legal enddes or personal income @x for non-
legal entires.

Those measures have creared a consistent flow of
imvestment and experts are suggestng thar which-
ever way the electorate voees in 2015, the stabilicy in
pariiament is likely to contribuce to GDP growth of
around 3-4%. “Although some imvestors mighe sill
express their concerns, acdvity on the CEE markes
as well as stable economic growth seem to be the con-
vincing facrors,” says Rumirski. “Anocher tendency
which we have nodced in the past monchs is that

te keep them at che front of the pack” notes Green-
berg Traurig managing parmer Jarostaw Grzesiak.
"Transacton activity over the past few years has
contdnued the consolidadon wend, with opporouni-
ties driven by regulatory and commercial pressure
resulting from the financial crisis.™

For example, Schoenherr Polands managing
parmer Katarzyna Terlecka advised EVO Payments
Internarional (a card payment acquirer and payment
service provider operating throughout cthe Unired
Stares, Canada and Europe) on the acquisidon of a
majority stake in eService from PEO BP 5 A (the
largest bank in Poland). The deal involved complex
post-closing arrangements between furure alliance
parmers both from cthe corporare governance as well
as commercial perspective, bur uldmarely provided a
foothold for EVO into the CEE jurisdictions.

Thar capacity o provide clients with experdse
spanning CEE has proved a viral differentiacor for
Polish firms competing for insouedons from those
businesses looking for wider representarion in the
region. By way of example, Arkadiusz Rumirski led
law firm Noerr's work advising Deursche Telekom on
Polizh aspects of the EUR 540 million rakeover of the
GTS Cenrral Europe Group.
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In fact, the legal market is thriving on chis influx
of deals. Greenberg Traurig senior parmer Lejb Fo-
gelman explains: “As the markes in Poland matured,
ransactons have become more complex and domes-
tic and cross-border ransacdon sizes have become
substantially larger. This has created the need for a
select number of law firms to have larger legal teams
with a full range of integrated real estate, finance,
corporate, tax, and capital markets experience.”

Given the confidence in the marker and the
prevalence of these kinds of inidarives, privare eg-
uiry has been reladvely slow o 5py an opporounicy
in Poland. In che lasc 12 months, thats changed:
Wiojelech Szezepaniak, partner at Spaczyriski, Szez-
epaniak 1 Wspdinicy, notes thar, in fact, “half of the
investments [from private equicy in the past year]
were made in Poland and, in fact, Warsaw might be
called CEE private equicy center.™ He poines o the
example of PLIN 400 million sale of Polish health-
care provider Lux Med to UK healtheare firm Bupa;
or Warburg Pincus, a global fund, taking 2 minoricy
stake in INEA, a Polish cable operator as examples
of key deals here.

While 2014 saw significant ransacdons inchuding
acquisition of Wirmualna Polska by PE fund Innova
Capiral rogether with (=rupa of and the acquisidon
of Emitel by PE fund Alinda Capital Parmers, Szcz-
epaniak isn’t alone in suggesdng char the possibilites
that the Polish marke: provides o FE investors are
seill to be fully realized.

“Transaction activity over the
past few years has continued
the consolidation trend, with
opportunities driven by
regulatory and commercial
pressure resulting from the
financial crisis.”

JAROEEAW GRZESIAK, MANAGING PARTMNER, GREENBERG TRAURIG

CHINESE INFLUENCE
That sense of untapped potendal perhaps gives some
explanarion to the increased inrerest in Poland by
Chinese investors. “Poland is increasingly seen as a
good bridging poin: berween their markes in Europe
and Russia,” says Wolf Theiss” Given. “Improved rail
links from China to Poland and then beyond o the
west 1o Europe—and to the east; to Russia—will bol-
seer this role for Poland ™

And while Chinese investment had been hampered
in Poland by the legacy ill-will of che disastrous Covec
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2011 road deal, in which the Chinese construcdion
firm ran into financial difficuldes while building key
secdons of Poland’s easc-west highway, forcing the can-
celladion of the contrace, woday’s landscape is different
and the deals chat are expected o dominare the coming
years have more of an MEA Aavor.

“There is no doubt thar the Chinese are now comn-
ing to play,” says Given.

Unsurprisingly, imvestrments from emerging mar-
kets have cenrered on the key growth secrors in Po-
land, with cutsourcing, IT and real estate having
becorne notable beneficiaries. “The big boom of Chi-
nese imvestments in CEFE is related to mainly M&As ”
says MNoerr's Rumiriski. “It definitely stemns from the
facr thar China tends (o take over European know-
hovw in different secrors.™

Such increase of Chinese activiry in Poland has
been reflected especially in the last year, when CEE
Equiry Parmers, the advisor of the China-CEE Fund
focusing on energy and infrasorucmure, invested in
Polenergia, an energy group conrolled by Eulezyk
Imvesmments. Further, the China-Cenmal and East-
ern Eurcpe Invesmment Cooperadon has also been
acrive with three imvesmments in Poland.

Thar same China-CEE Fund, ammounced lasc
year that it plans to imvest PLIN 1.3 billion in wind
parks development in Poland. According co Katar-
zyna Terlecka, managing parmer, Schoenherr Po-
land, “China-CEE, which is already an imvestor in
the wind parks developer Polenergia, recentdy an-
nounced that it wants to buy the Polish consoucton
company Electronic Control Syscems. [If] has staced
thar it plans to invest around USD 500 millicn in Po-
land over the course of the next 2-3 years.” Mdean-
while, according to market rumnors, China’s largesc
privare investor, Fosun, appears to have made one of
the highest bids (o purchase the Polish necworks of
cardiology clinies American Heart of Poland from
the privare equiry firm Advent Internadonal; chac
sales process is sill ongoing at dme of writng.

Legal outfits have been adapdng in expectatcon
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of a grearer emphasis on providing Chinese inves-
tors with Eurcpean invesonent know-how. Noerr, for
example, has launched a “Chinese desk’ composed
of Eurcpean and Chinese lawyers with direct expe-
rience on ransacdons involving Chinese invescors.
Elsewhere, developing Chinese language skills and
opening conversations with overseas businesses o
build an internadonal reputation are both high on
the list of priorides to those firms focused on growing
their ransacrional pracrices.
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effect of bolstering che real estare marker demand for
office space curside of the nations capital Warsaw;
especially in Krakow, Gdarisk, Wroclaw, Lod#, and
Szezecin, demand has rockersd.

Thus, though Warsaw has acraceed a great deal
of inscrucdons for full service and boudque firms
alike, the high profile deals haven't been limired o
the capiral. As an example, Wolf Theiss advised Im-
mobel Poland, the private parmer in the proceedings
regarding the revitalizadon of the northern part of
Granary Island (Wyspa Spichrzow) in Gdarisk, a
project considered o be one of the most atractve
real estate development projects in Poland, imple-
mented in the form of 2 public-private parmership.

Yer, the most dynamic commercial real escate
investment marker in Poland is in the capital, points
out Magdalena Szwarc-Brozyna, head of real estate
practice, Laszczuk & Parmers. “The investors, boch
deraesde and foreign, are focused mainly on the of-
fice space, and che largest mansacrons covered of-

“The big boom of Chinese
investments in CEE is related

ansa o ~ tomainly M&As. It definitely
India’s influence, meamwhils, is mosc evidenr in .
the cursourcing sector, even if overall Indian inves- Stems frﬂm the fa.ct tha.t Chlna

tors haven't yet made the same splash as the Chinese.
S i S tends to take over European

ner in CEE znd both commervial commumides con-  JEMOW=-how in different sectors.”
dnucusky seek o develop and upgrade their reladon-
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ship. Ruminiski points to the cusourcing sector and
the branches of Infosys (BPOY, HCL Technologies
(global rechnical support), Genpact (BPO), WIFRO
(BPCY) and Tata Consultancy Services (consulting) as
key players in Poland. In other sectors, Arcelor Mic-
tal Seeel Poland 5A holds 70% share of the steel mar-
ker in Poland, while Essel Propack, the world’s largest
mamufacmrer of laminared rubes, has locared one of
irs marufacturing unics in Poland.

BUILDING GROWTH
No surprise, then, that the cursourcing secror has
been a key source of growth for Polish business.
Low-cost, well-educared labor has made for an ap-
pealing proposidon for European companies looking
to engage in nearshoring of services. Wolf Theiss’
Given poines o Lufthansa’s operation in Krakow as
one example of the wider rend. “Ir's more than call
centers and tech-oriented companies,” he says. “Pay-
ment and other business processes are involved. For
example, Commerzbank covers worldwide payment
processing from Poland and the UBS service center
in Krakow direcdy supports the business decision-
making processes throughous the bank ™

The growth of this sector has had the knock-on

fice buildings, but some purchases also covered recail
space. There is also some regional investors’ actviry,
mainly in Wroclaw, Krakow and Poznan,” she says.

DIVERSE OPPORTUNITY

For firms, the landscape presenis the possibilicy oo
gain instructons on high profile M&A and finane-
ing cransacoons, as well as expanding into the ongo-
ing work generated by these invesmoents. “From our
perspective, the main inflow of work from emerging
market clienrs is sdll in the M&A and general cor-
porate and marker entry area, alchough we have
in the past also assisced with financing matrers for
such clients”, says Pawel Halwa, managing part-
ner, Schoenherr Poland “We expect that as the
rend condnues, we will see more assFnmencs re-
lated to the operarions and development of the ac-
quired businesses, in partcular on the compliance
side, as cliencs’ awareness of such macers has been
increasing recendy. Sinee there is contdnued incer-
est in offering construction services in Poland, we
hope thar this will translate into increased workflow
in public procurerment and construcdon law advice.
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Ako, as many of the areas of business in which the
investments are made require Sgnificant workforces, em-
plovement Law should also gradually gain imporanee™
Given the mamriry of the Polish market, inbound in-
vesmment has fiewed to businesses thar have already un-
dergone the “honeymoon phase’ of their development.
Romdon somedmes fiows o private equiry and smrage-
gie imvestors with resulting work for the local law firmas.
"This phase of imvesonent is the point thar dis-
agreemencs and failures arise,” points our Wolf The-
iss' Given. "Such an enwironment supports a robust
dispures pracoce in firms like [ours). Although no cne
ever wans a dispurs, Poland is not a bad place to find
vourself in a dispure. There is rule of law here ™
Similarty, resrucmuring and playing a role in
cross-border resorucurings in pardcular, has been
a fruicful source of work, even as the economy has

“From our perspective, the main
inflow of work from emerging
market clients is still in the
M&A and general corporate

and market entry area.”
—PAWEE HALWA, MANAGING PARTNER, SCHOENHERR POLAND

grown. S5W's Szczepamiak highliphes his role re-
smucruring  Biceton Group (2 group of companies
active on the market of renewable energy sources) by
way of example of the kind of high profile engage-
menes in chis area.

Looking forward, changes in legisladon signal

WOJCIECH SZCZEPANIAK MAGDALENA
SPACTYEK], SICTERAMIAK SZWARC-BROZYNA
WSPOLNICY LASZCZLIK & PARTNERS

the possibiliry of an even more attracdve secing for
companies in the coming years. A significant amend-
ment (o the Polish Commercial Companies Code is
planned, buc it is sill at the early stage of discussion.
In May 2014, Polish Council of Ministers passed the
assurrpeions oo the bill amending the Commercial
Companies Code. “The amendment aims o reduce
the minimum share capital in polish limired lizbil-
ity companies from the current PLIN 5,000. Aparc
from chis, the amendment inroduces a possibilicy
of regisraton of general partnerships and lmited
parmerships via the Internec (based on the current
legislarion only limited Lability companies may be
registered online),” explains S5W's Szezepaniak

The World Bank's anmial report released last year
ranked Poland in 32nd place {our of 189 counrries) in
rerms of its attracriveness for doing business. Given
the pace of development and the marker’s readiness
o adape to the needs of foreign investors, even dhat
may not do justice o Poland’s rajectory. W
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