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Abstract

This paper investigates the operating performance of French targets of Leveraged Buy-Out transactions
during the 1995-2005 period. To benchmark LBO performance, we use a propensity score methodology
to find a suitable non-LBO matching pair. The study finds that after the deal, the representative LBO
firm exhibits higher operating returns of 2% to 3% relative to its matching control. This finding seems
mostly due to increased gross margins, productivity gains, and working capital efficiency gains. These
findings are not particular to a certain type of targets and are unchanged if we use the industry of the

LBO firm as a benchmark.

JEL Classification: G30; G23; G32
Keywords: Leveraged buyouts; Private Equity; Corporate performance; France

This version: September 2009

“Finance Department, ESSEC Business School, Avenue Bernard Hirsch, 95021 Cergy-Pontoise France. Tel: +33134433374,
Fax: +33134433212, email: gaspar@essec.fr. José-Miguel thanks Sridhar Arcot, Laurence Lescourret and seminar participants
at AFIC for helpful comments, Stanislas Gaillard of Barclays Private Equity and Frédéric Zeitoun of Grant Thornton for help
with the data, and Meryem El-Idrissi for excellent research assistance. José-Miguel gracefully acknowledges financial support

from the ESSEC Private Equity Chair. All remaining errors are the author’s own.



