
 
Euronext N.V.:  The Fight for LIFFE 

 
 

Thierry Barthez, director of communications for Euronext N.V., rubbed his weary 
eyes and watched Brussels station slide past the windows of his first class carriage as the 
Thalys TGV slowly gathered speed. The last 48 hours had been a whirlwind of activity, 
and there was still a lot to think about on the journey back to Paris. Euronext had made 
huge strides in its first year since it was formed from the merger of the Paris, Amsterdam 
and Brussels stock exchanges, and had confounded many doubters along the way.  But 
now Euronext faced an even greater challenge: indeed, its very survival could depend on 
the strategy and powers of persuasion of Barthez and his boss Jean François Théodore, 
the Chief Executive of Euronext, over the next few weeks. 
 

It was August 2001, and Barthez had just been starting to relax on his summer 
vacation in the South of France when Théodore had called from Paris with the news that 
LIFFE (the London International Financial Futures and Options Exchange), one of the 
world’s busiest derivatives exchanges, was about to put itself up for auction.1 Barthez 
could clearly recall the excitement in his boss’s voice, and the rush of adrenalin he 
himself had felt on hearing the news. Théodore wanted Euronext to be the leader in what 
he saw as the inevitable consolidation of its industry - creating a pan-national stock 
exchange that would allow cheap and easy trading across borders. But it was difficult and 
costly to start a new exchange from scratch that could seriously challenge an existing 
national exchange in its own market, and established exchanges rarely came up for sale – 
particularly not ones of the high caliber of LIFFE. That made this opportunity, both men 
knew, too good to miss. 
 

Before he allowed himself to get too excited, however, Barthez once again 
reminded himself that both of Euronext’s main rivals, the London Stock Exchange plc 
(LSE) and Deutsche Börse AG (DBAG), would also be very interested in a prize asset 
like LIFFE- and both probably had access to larger acquisition war-chests than Euronext.  
He also was very well aware that the same powerful interests in the City of London that 
would surely decide the future of LIFFE had recently vetoed a proposed merger between 
the LSE and DBAG, and a hostile takeover bid for the LSE from OM Gruppen of 
Sweden.  Was it possible that a foreign company could take control of one of the United 
Kingdom’s flagship institutions – and if so, what would it take to get the deal done?   
 

Beckoning a steward over, Barthez decided to review what he knew about LIFFE 
over a well-deserved aperitif as he considered how Euronext should approach this 
auction. Theodore had always relied on his communications chief as one of his key 
strategic advisors, and in this case, it was clear that the processes of formulating the bid 
and communicating it would have to be virtually inseparable. Barthez knew his boss 
would be expecting him to come up with a plan in the next forty-eight hours. 

 
                                                 
1 A derivative is a financial product whose value is derived from another financial product.  For example, 
an equity option is a derivative, because its value depends on the value of the underlying equity. 
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The London International Financial Futures and Options Exchange (LIFFE) 
 

LIFFE (pronounced ‘life’) was established in 1982, following the removal of 
foreign exchange controls in the UK.2 LIFFE offered companies and financial institutions 
a way to manage their exposure to foreign exchange and interest rate volatility, by 
offering derivative contracts on interest rates denominated in most of the world’s major 
currencies.  During the 1990s, LIFFE had added equity options and commodities to its 
product range and by 2001, had grown to become the third largest derivatives market in 
Europe (after DBAG’s Eurex and Euronext itself). 

   
For the first sixteen years of its life, trading on LIFFE was by “open outcry”, with 

crowds of shouting, gesturing dealers standing in trading pits similar to those used by the 
commodity traders of the Chicago Mercantile Exchange (see exhibit 1). In November 
1998, LIFFE closed its last trading pit and switched to an extremely advanced electronic 
trading platform called CONNECT (see exhibit 2). LIFFE was very proud of CONNECT, 
which it had developed in-house, and it hoped to license the technology to other 
derivative exchanges elsewhere in the world. 

 
Shortly after the switch to electronic trading, the exchange’s structure also 

changed dramatically. Historically, shareholders in LIFFE had had to be also members of 
the LIFFE market, with the right to trade. In February 1999, this requirement was ended, 
which enabled non-members for the first time to invest in LIFFE purely for financial 
return. As a result, LIFFE was fast becoming more of a profit-oriented, commercial 
organization, and - unusually for a big exchange - its two largest shareholders were now 
US-based venture capital firms (see exhibit 3). 

 
Why LIFFE? 

 
There were several reasons why Euronext was so interested in LIFFE.  First, it 

would provide a valuable presence in London, the dominant financial center in the 
European time zone. Second, Euronext’s revenues (see exhibit 4) were particularly 
vulnerable to volatility and weak conditions in the equity markets. Derivatives markets, 
however, were much less volatile than equity markets. ABN AMRO equity analysts 
argued that:   

 
…it is of strategic importance for Euronext to be better diversified and to 
capture a larger part of its revenues from derivatives trading... For 
Euronext the UK is very important and they believe they have to be 
present there, either by starting from scratch or through a corporate deal.3

In addition, LIFFE’s operation was extremely professional, technologically 
advanced, and its management were highly rated.  Barthez did not have many contacts 
                                                 
2 The UK Government had attempted to support the value of the British pound by limiting the amount of 
foreign currency that UK individuals and corporations could buy.    
3 Johan van der Lugt and Marijin Smit, “Euronext Set to Launch Bid on LIFFE” ABN AMRO, 12 October  
2001. 
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there himself, but he knew Théodore was reasonably familiar with both the top men at 
LIFFE. Its chairman, Sir Brian Williamson, was an extremely well respected City 
veteran, who, with his tough South African-born CEO Hugh Freedberg, had been the 
driving force behind the revival of LIFFE in the last three years. Although LIFFE’s 
Board, made up of its major shareholders, would of course have the final say, Williamson 
and Freedberg would be responsible for assessing the merits of the bids and making a 
recommendation. 

The Birth of Euronext 
 

As he contemplated the possibility of acquiring LIFFE, Barthez reminded himself 
that Euronext itself was not yet even a full year old. It was only on September 22, 2000, 
that the stock exchanges of Paris, Amsterdam and Brussels had merged together to form 
Euronext, the first cross-border cash (equities) and derivatives exchange in Europe. The 
enormous potential benefits of being able to trade on a single market, seamlessly, across 
borders were clear: more liquidity and lower transaction costs for the financial 
institutions who were the main customers of exchanges. However, the merger 
nevertheless attracted a lot of comment and debate in the industry for two reasons in 
particular. 
 

Firstly, stock exchanges had always been regarded as national flagship assets, 
whose ownership and control were tightly held and guarded.4 As one industry 
commentator noted “..the trouble with national exchanges is that they embody national 
pride and psyche. British and Americans can hardly conceive of the death of their own 
markets.”5

 
As a result, by the fall of 2000 there were still over thirty independently operated 

exchanges in Europe (see exhibit 5). Mergers between exchanges could not go ahead 
without the consent of the exchanges’ largest shareholders, key customers (who were 
usually the largest shareholders too), the respective governments, and various regulatory 
authorities in each country. Until Euronext’s merger, there had been considerable 
skepticism that obtaining the necessary approvals from all these groups would ever be 
politically possible.  

 
It had, of course, helped Euronext that France, the Netherlands and Belgium were 

all founder members of the European Community, and had since then been consistently at 
the frontline of the movement towards a stronger, more centralized European Union.  
However, attitudes towards European integration and standardization varied widely 
across the member nations of EU, and it was far from clear that such a deal would have 
been politically feasible elsewhere. 
 

                                                 
4  Leader column “Settling Scores: Merging Stock Exchanges is Difficult,” The Economist 356 (8189) 30 
September 2000: 21-22 
5 Patrick Dixon, “The Final Bell Tolls for the National Stock Exchanges,” The Times, 19 October 1998.  
Available from Lexis-Nexis Academic <http://web.lexis-nexis.com/universe/form/academic/s_ 
guidednews.html> (20 February 2004) 
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Secondly, for Euronext signing the merger deal was just the tip of the iceberg. 
Delivering the promise of seamless cross-border trading was still to come. The 
technological challenge would be very complex. Harder still, trading on exchanges, and 
the management of the exchanges, had always been governed by different regulatory 
bodies and laws in each country. Euronext therefore had to find a way to achieve 
substantial regulatory and legal harmonization between each of the territories in which it 
operated.    

Euronext’s Initial Public Offering and the Outlook for its Industry 
 
Euronext’s IPO had taken place just seven weeks ago, on July 5, 2001.6 In one 

sense, the offering was successful, because it had raised about €664 million in cash for 
the exchange. Since flotation, it was a bleaker story, with Euronext stock falling in value 
by almost 25%. Investors were worried whether Euronext would be able to overcome the 
structural barriers described above to create a truly integrated cross-border exchange; 
whether it would be able to integrate the complex IT systems of the three exchanges; and 
whether the organizational structure of the new company was really viable.  
 

Despite these genuine concerns, most analysts believed that Euronext’s vision 
was the right one, if it could just survive the short to medium term. The speed and 
efficiency of the world’s traded exchanges had increased dramatically over the last 
twenty years, thanks to continual technological advances.  Still, there were more, huge 
potential gains in cost and efficiency, which could never be realized without cross-border 
and/or cross-product consolidation (see exhibit 6). The economics were simple: the larger 
a pool of transactions, the more liquid and efficient the market would be - and the 
cheaper the transactions would cost. In a world with just two or three consolidated 
international exchanges, global financial institutions like Citigroup or Morgan Stanley 
could save the overhead costs of running separate accounts with up to a hundred different 
exchanges in different countries, and even better, the costs of having to buy or build 
multiple IT systems to interface with each exchange.  

 
As Peter Lewis, Head of Global Program Trading at SG Securities observed: 
 
..the situation in Europe, of about 30 exchanges, market segments and 
trading platforms supported by 26 clearing and settlement houses, is not 
sustainable in the long term… At present, it is hard to pick a winner in the 
race to become the pan-European stock exchange of choice. However, it is 
exactly the funds raised from the listings of the Deutsche Börse, Euronext 
and others that, if spent wisely, will provide the investment in technology 
and services needed to distinguish one operator from the rest.”7

                                                 
6 An initial public offering or IPO (also known as a ‘flotation’), is when shares in a company are made 
available for general purchase for the first time.  The two most common reasons for an IPO are 1) to raise 
money for the company to invest and grow, and 2) to allow existing shareholders to valorize some or all of 
their stock.  Once the IPO is complete, the company’s shares can be traded on an exchange.  DBAG, 
Euronext and the LSE had all recently undertaken IPOs, although LIFFE remained an unlisted company. 
7 Peter Lewis, “European Bourses are Unsustainable” (letter to the Editor), The Financial Times, 1 June 
2001, London 1, 18. 
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The questions on everyone’s mind were not if this consolidation would gain 

momentum, but when; and who would be the consolidated, and who would be the 
consolidators? Massive, powerful exchanges like the New York Stock Exchange, the 
Chicago Mercantile Exchange and Deutsche Börse would appear to have the natural 
advantage, but Euronext had the benefit of a head start, and it was far from complacent. 
 
Euronext’s Technology 

Because a merger like the Euronext project had never before been attempted - 
many analysts doubting whether it could be done at all - Euronext had provided a lot of 
information on its integration plans at the time of its IPO (see exhibit 7). 

Critical to the efficiencies and synergies from the merger would be IT. The object 
was to end up with three group-wide IT platforms, one for cash trading (equities), one for 
derivative trading, and one for clearing8.  Euronext hoped that Clearing 21, the system 
that would be used to clear all trades in its products, would be fully operational by July 
2002. Euronext had developed a state-of-the-art cash trading platform, NSC, which was 
already almost completely working in Paris, Brussels and Amsterdam. However, the big 
challenge would be with derivatives trading, which would require a much more 
sophisticated system than NSC. Euronext had decided to build on two older platforms to 
create a new one, known as NDS. Migrating to NDS would be extremely complex, and 
would not be completed for at least another twelve months. Euronext had much still to 
prove about its ability to meet the large number of integration deadlines on the horizon. 

Euronext’s Organizational Structure 
 
Going into the Euronext merger in 2000, Jean-François Théodore had been the 

CEO of the Paris Bourse, the biggest exchange of the three. A former senior civil servant, 
who maintained a low public profile, Théodore had been the principal driver in 
conceiving the deal and in negotiating to get it done. As Communications Director of the 
Paris Bourse at the time, Barthez could still recall the painful compromises in the 
organizational design of the company which had been required to get the necessary 
agreements for the merger (see exhibit 8).  

 
For example, the chief executives of the Paris, Brussels and Amsterdam 

exchanges had agreed to rotate the office of Euronext Chief Executive between them 
every three years, with Théodore taking the first turn.  Euronext decided it would operate 
in three official languages:  English, French and Dutch; and in three corporate 
headquarters, in Paris, Brussels and Amsterdam. Euronext’s equities operations would be 
run from Paris; its derivatives operations would be run from Amsterdam, under the 
direction of the former Amsterdam CEO, George Möller; and the former Brussels CEO, 
Olivier Lefebvre, was charged with the very complex task of IT integration across the 
businesses. 

                                                 
8 Clearing is the process in which transactions, such as stock purchases, are then validated, delivered and 
settled. 
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Although Euronext made efforts to encourage organizational integration, such as 

encouraging cross-border teams to rotate the location of their meetings between cities, 
critics of the company were concerned that this structure would preserve national silos 
and prevent true integration. Others believed that the CEO rotation system was 
impractical and could cause uncertainty and instability. And now Euronext was a public 
company, Barthez was facing the headache of where and how to communicate the 
financial results to all the different media, investor and analyst audiences. 

 
Perhaps the biggest question for Euronext was this: how could this 

unconventional organizational structure cope with any more acquisitions? Théodore had 
big ambitions. If Euronext were to be a key player in the consolidation of the global stock 
exchange industry, it would need an organizational model, which would encourage more 
exchanges to join Euronext, while also having an effective management structure with 
the power to take the decisions necessary to achieve integration.  It was a delicate balance 
to strike.  
 

BVLP (Bolsa de Valores de Lisboa e Porto): The Acquisition Strategy Begins 
 

As Barthez traveled back to Paris that hot August day, the situation in London 
was not the only issue on his mind.  Merger negotiations had been underway for some 
time with the BVLP, the Portuguese Stock Exchange, and it looked very likely that a deal 
would soon be done.  Although a relatively small exchange which would, if the merger 
went ahead, add less than 6% to Euronext’s revenues, the acquisition of BVLP was 
nonetheless viewed as strategically significant.  BNP Paribas put it this way:  

 
The inclusion of Portugal in the Euronext block leaves only Spain as the 
odd one out. With the Spanish financial market under re-organization, 
BVLP puts Euronext in a more favorable position to continue its role as 
the European consolidator.9

 
 Although the acquisition of BVLP was a promising development, it did raise 
questions for Barthez about how it might affect the complex and delicate integration 
plans already underway for the rest of the group. Even his department, Communications, 
was already struggling to coordinate its activities across three countries. He couldn’t help 
feeling a sense of dread as he wondered where he would find a reliable Dutch-to-
Portuguese translator…. 
  
 
Euronext’s Rivals 
 
 Unfortunately for Euronext, it was not the only stock exchange attempting to be 
the “European consolidator”. Two more stock exchanges were jostling for the same 
                                                 
9 Christian Diebitsch, “Additional Financial Details on BVLP,” BNP Paribas European Research Alert, 21 
December 2001. 
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position: the UK’s London Stock Exchange and Deutsche Börse of Germany.  Barthez 
knew both companies fairly well, but thought he should review what he knew in the light 
of the news about LIFFE. 

The London Stock Exchange (LSE) 

As well as being the largest and most liquid cash equity market in Europe, the 
LSE was also was one of the most venerable financial institutions in the world.  As one 
English newspaper columnist said, “Like the Queen and steak-and-kidney pudding, the 
LSE is part of our heritage.”10  

Although organized stock trading was taking place in the coffeehouses of the City 
of London as early as the seventeenth century, the LSE was founded in 1801. Trading 
proceeded in much the same way for almost two hundred years, until “Big Bang” in 
1986, when the LSE ended face-to-face dealing on a physical trading floor (as still used 
by NYSE) and switched to an electronic trading system conducted over the phone and 
computer between different dealing rooms. Deregulation accompanied this shift, and for 
the first time outside corporations were allowed to own LSE Member firms.  

Between 1991 and 2001, the LSE was transformed from a mutually owned 
cooperative of Member firms to a listed public company.  In 1991, its governing Council 
was replaced with a Board of Directors drawn from the Exchange's executive, customer 
and user base.  Then, in 1998, Member firms voted to demutualize and re-incorporate the 
LSE as a public limited company. A limited trading facility was put in place to enable 
Member firms to buy and sell each other’s shares in the LSE. 

Meanwhile, in July 1998 the LSE and DBAG had announced plans to form a 
strategic alliance “to harmonize the markets for their leading securities and, ultimately to 
develop a joint electronic trading platform.”11 This was taken a step further in May 2000, 
when the LSE and DBAG announced a planned “merger of equals”to be known as iX. 12  

The iX proposal was instantly unpopular among many in the City of London, who 
were concerned that the Germans would have dominance in the so-called merger of 
equals. The smaller Member firms of the LSE, who still controlled more than enough 
votes to block the deal, were also opposed to the deal, complaining that the LSE would be 
giving up its own trading system, SETS, and switching to DBAG’s technology Xetra.  
The LSE was still struggling to gain shareholder approval for the deal when, in August 
2000, it received an unexpected hostile takeover bid from OM Gruppen, the Swedish 
technology company which operated the Stockholm Stock Exchange.  LSE was forced to 
scrap the plans for iX, and concentrate on fighting what turned out to be an ugly takeover 

                                                 
10 Terry Bond, “New voice for London Stock Exchange: We're a crucial part of a huge investment business 
so we must have a say in how our shares are being traded,” The Independent, 28 July 2001 1, Features, 3 
11 Gavin Casey, speaking at a joint London Stock Exchange/Deutsche Börse press conference on 7 July 
1998 quoted by Neil Behrmann in “London, Frankfurt in Deal to Create Single European Bourse,” Business 
Times (Singapore), 8 July 1998 1, 10 
12 London Stock Exchange and Deutsche Börse, joint press release, 3 May 2000. 
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battle with OM. Finally, in November 2000, OM’s bid lapsed, having received 
insufficient acceptances of its offer from the LSE’s shareholders. 

By 2001, therefore, the LSE was still independent, but in a badly compromised 
position. Only a few months ago its CEO, Gavin Casey, had argued, "the days of national 
stock exchanges are numbered. Now what people want is pan-European trading and the 
ability to trade on a global basis.”13 In this light, it was hard for the LSE to argue 
convincingly that its prospects were as good on its own, particularly as it was heavy 
dependent on income from trading on UK cash equity markets and listing fees14.  

 
The LSE board’s answer was to replace Casey with a new chief executive in 

January 2001, career securities banker Clara Furse.  Her most pressing tasks were to 
prepare the LSE for its IPO in July 2001 and more importantly, to try to preserve the 
LSE’s independence by finding ways to broaden its revenue base.  Making the right 
strategic acquisition would be the obvious solution.  ABN AMRO summarized:  

 
[For the LSE], winning LIFFE would provide ammunition against the 
ambitions of DBAG and Euronext that are far more integrated horizontally 
as well as vertically. Further, following the success of Euronext’s merger, 
and the stumbling blocks of last year’s negotiations for the LSE, it needs 
to prove it can generate momentum in the consolidation process. LIFFE 
would clearly provide much needed scale and product diversification.15

 
Vincent Boland, the stock exchange correspondent for the Financial Times 

additionally observed: 

A takeover of [LIFFE] would complete a stunning turnaround for 
London's stock market.  …Since the appointment of Clara Furse as chief 
executive at the start of this year, the ship has been steadied. Ms Furse is 
enjoying a relatively long honeymoon with shareholders and has steered 
its transformation into a proper company in search of shareholder value. 
There is a widespread view in the City that acquiring LIFFE, if the right 
deal can be done at the right price, would be a big step in that direction.  

About a third of outstanding contracts on LIFFE's products on July 31 
were based on equities. Many of those were based on LSE-listed stocks 
and the FTSE range of indices. Analysts say there are obvious synergies 
from adding this stable of products to the LSE.  

                                                 
13 Comment made during a wire service conference call on 3 May 2000, quoted by Philip Pank “London 
and Frankfurt stock exchanges merge to form IX” Agence-France Press, 3 May 2000. Available from 
Lexis-Nexis Academic <http://web.lexis-nexis.com/universe/form/academic/s_ guidednews.html> (5 
January 2004) 
14 Cash equity exchanges derive a significant proportion of their income from the fees companies pay to 
have their stocks listed on the exchange.  In weak equity market conditions, listing fee income suffers 
because there are fewer IPOs. 
15 van der Lugt and Smit, “Euronext Set to Launch Bid on LIFFE”  
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The LSE, conscious that its competitors in Europe - Deutsche Borse and 
Euronext - are multi-product operators, may also want to acquire LIFFE's 
stable of fixed-income derivatives products. The LSE is the most attractive 
of Europe's stock exchanges because it runs the biggest and most liquid 
stock market. But even after its listing it is not necessarily the strongest 
exchange in strategic terms. The more of LIFFE's products it acquired, the 
stronger would be its hand in the inevitable consolidation that will take 
place among European stock exchanges.  

LIFFE's two largest shareholders, with a combined interest of just under 
30 per cent, are the venture capital houses Battery Ventures and 
Blackstone Group. Other significant shareholders, who will be influential 
if a deal is to be done, are the futures broking operations of Gedon 
Hertshten, Roger Carlsson and Michael Spencer, three veterans of the 
futures markets.16  

There was little doubt in anyone’s mind that the LSE would be desperate to 
acquire LIFFE: indeed, there had been rumors linking the two exchanges all summer.  
Furse was very familiar with her target, as only two years before she had served as 
LIFFE’s Deputy Chairman for two years and as a board director for nine years. The 
prospect of bringing LIFFE and the LSE together to create a national cash and derivatives 
exchange was bound to be appealing to many, particularly since both exchanges used the 
same central clearing counter-party (which could massively simplify integration). Their 
product offerings complemented one another; and both were English-speaking, trading in 
the same currency, located only a few minutes apart in the City of London and were 
subject to the same regulatory body, the UK Financial Services Authority. Given these 
advantages, Barthez had to admit to himself that the LSE was very likely to be the front-
runner in the fight for LIFFE. 

 

Deutsche Börse A.G. (DBAG) 
 

The position of Deutsche Börse was less clear. Based in Frankfurt, Germany, 
Deutsche Börse was the second largest cash market in Europe, and had a strong 
technology division called Systems AG, which designed, built and operated IT solutions 
for other stock exchanges, including the Chicago Board of Trade, the Irish Stock 
Exchange, the Vienna Stock Exchange and the Helsinki Stock Exchange.  

 
In 1998, DBAG and the Swiss Exchange had jointly created the world’s first 

cross-border derivatives market, Eurex.  In three years, Eurex had grown to be the 
world’s largest financial derivatives exchange, trading over 674 million derivative 

                                                 
16 Vincent Boland “Bid for LIFFE would be icing on the cake for the LSE” Financial Times, 15 August 
2001, London Edition 1, Companies and Finance UK 18  
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contracts in 2001 and contributing around 35% of DBAG’s revenues.17   
 

DBAG launched an IPO on February 5, 2001, raising over €980m to put towards 
expansion activities.18  Flush with these funds, DBAG clearly had the financial resources 
to buy LIFFE, and, as demonstrated by its attempts in 2000 to merge with the LSE, its 
ambitions were big. However, its Eurex business was the dominant player in the 
European derivatives market. Would the European Competition Commission allow the 
number one player and the number three to merge? Moreover, would DBAG have the 
stomach for another fight, so soon after its last outing to London had failed?  Despite 
these concerns, it was speculated that DBAG could nonetheless be tempted to enter into 
the bidding, at the very least to drive up the price paid by the eventual winner and to gain 
competitive information in the due diligence process. 

Euronext’s Uphill Battle 
 
 Sitting back and sipping his drink, Barthez considered Euronext’s likely role as 
underdog in the fight for LIFFE. Its likely rivals were large, established and well 
positioned and he was highly uncertain about the reception Euronext should expect in 
London, as an upstart continental European company attempting to buy a flagship British 
institution.  
 

Barthez knew how coldly Deutsche Borse and OM Gruppen had been received 
only a year earlier when they had tried to merge with or acquire the LSE.  He was only 
too aware that, even in 2001, British and Americans viewed most continental European 
companies as secretive, owned and controlled by complex structures of minority 
interests, dominated by unions and restrictive laws, and subject to interference from 
government at random. (In contrast, the so-called “Anglo-American” approach to 
corporate governance was supposed to be characterized by better transparency, liquidity, 
more liberal takeover practices, deregulation and privatization.)  

And if all that wasn’t bad enough, Théodore, Barthez and many other key staff 
were French, and relations between the English and the French nations had been rather 
uneasy (at best) for centuries (see exhibit 9). It didn’t take a vivid imagination to picture 
the British tabloid headlines if the French were to march into the City and snatch away a 
prized asset from under the noses of the hometown favorite.   

In other words, Barthez concluded, many factors, aside from price, could be at 
play.  As Patience Wheatcroft, the influential City Editor of The Times, argued: 

                                                 
17 Deutsche Börse, 2001 annual report, (Frankfurt: Deutsche Börse, 2002) 2  <http://deutsche-
boerse.com/dbag/dispatch/en/binary/gdb_navigation/investor_relations/30_Reports_and_Figures/30_Anual
_Reports/20_Archive/Content_Files/Archive/gdb_gesch_ftsbericht_2001_vollversion.pdf> 
18 Deutsche Börse, 2000 annual report, (Frankfurt: Deutsche Börse, 2001) 17  <http://deutsche-
boerse.com/dbag/dispatch/en/binary/gdb_navigation/investor_relations/30_Reports_and_Figures/30_Anual
_Reports/20_Archive/Content_Files/Archive/gdb_gesch_ftsbericht_2000_vollversion.pdf> 
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Now that LIFFE has accepted that it must give up its independence, it 
must be in the best interests of London's future as a financial centre that it 
should join forces with the LSE rather than an overseas partner. This 
factor will not influence the venture capitalists who are now keen to sell 
their holding in LIFFE but it should play a part in the thinking of the 
exchange's other shareholders, who are also its customers.19

 
Barthez’s Task 
 
 With all this in mind, Barthez turned his attention to the tough task Théodore had 
commissioned him with: to figure out how to present Euronext as a credible and serious 
combatant in the fight for LIFFE, and to plan a successful campaign strategy.  He began 
to scribble on his cocktail napkin an outline of a memo for his boss on how Euronext 
should position itself and the approach it should take with LIFFE... 

                                                 
19 Patience Wheatcroft, “Sir Brian Williamson”, The Times, 29 September 2001, Business 25. 

 11



Case Exhibits 
 
 
Exhibit 1 – A LIFFE trading pit, prior to conversion to electronic trading 
 

 
Photograph: BBC News online. 
 
 
 
 
Exhibit 2 – A LIFFE CONNECT electronic trading interface 
 

 
Image: EasyScreen 
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Exhibit 3: LIFFE’s shareholders in the fall of 2001 

 

 

 

Exhibit 4 - Euronext segmental breakdown, year ended 2001. 

 
Source: Deutsche Bank estimates 
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Exhibit 5: Stock and derivatives exchanges in Europe in 2000. 
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Exhibit 6:  Potential savings from exchange integration 

 
Source:  Deutsche Börse annual report 2001 p21 
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Exhibit 7:  Summary Euronext integration timetable as at August 2001  
 

 

Source: Euronext Initial Public Offering Prospectus, June 2001 



Exhibit 8: Euronext’s organizational structure at the time of its IPO in July 2001 
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Exhibit 9: Illustrating the sometimes passionate anti-European feelings of many in 
Britain, the front page headline in top selling UK tabloid The Sun, 11/1/90: 

          
 

Exhibit 10 – Comparative corporate data for LIFFE and its bidders, 2001. 
 
 LSE Deutsche Borse Euronext LIFFE*  
Headquarters London Frankfurt Paris, 

Amsterdam, 
Brussels 

London 

Volume of derivative 
contracts traded (2001) 

- 674m 394m 216m 

Annual revenues 
(2001) 

€315m €760.3m €697m €144m* 

Annual EBITA (2001) €120.5m €278.1m €114.7m €11.0m* 
Employees 550 1016 2012 n/a 
 
Sources: Deutsche Borse Annual Report 2001 (year ending Dec 31, 2001); Euronext unaudited pro forma 
consolidated financial statements, 2001 (year ending Dec 31, 2001); London Stock Exchange annual report 
2002 (year ending March 31 2002); * LIFFE profit and loss statement year ending Dec 31 2000.    
£/€ conversion rate = 1.62 (August 31, 2001). 
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Euronext N.V. the Fight for LIFFE: “B” 
 
 

What Happened? 
 

On 27 September, 2001, LIFFE (the London International Financial Futures and Options 
Exchange) confirmed that it had appointed the investment bank Credit Suisse First 
Boston to advise the board on evaluating a “number of approaches” it had received. 
 
There were immediately rumors in the media that Euronext, Deutsche Börse (DBAG) and 
the London Stock Exchange (LSE) had all submitted bids: however, only the LSE 
confirmed it was a bidder.20  The LSE pushed for an early opportunity to present its bid 
to the LIFFE board, which was reported as being £14.50 per share.21

 
Throughout the rest of the bidding process, DBAG and Euronext were virtually silent in 
public. At Barthez’s recommendation, Théodore gave several background briefings on 
Euronext’s history and corporate strategy to banking correspondents in the British media, 
but would not discuss Euronext’s bid apart from to confirm its interest in LIFFE. 
Euronext did not formally contact politicians and regulators during the bidding process, 
preferring to target its campaign virtually exclusively towards the senior management and 
the shareholder-customers of LIFFE. 
 
In contrast, the LSE conducted much of its campaign in the public eye, seeking to win 
public and political support to keep LIFFE in British hands. 
 
All bidders made at least two presentations to the LIFFE board, the final round of which 
took place on Thursday 25 October 2001. Deutsche Börse was reportedly out of the 
running early, with an offer of just £17 per share.22  
 
At Euronext’s presentation, CEO Jean-François Théodore unveiled a final offer of £18.25 
(€29.83) per share in cash, valuing LIFFE at £555 million (€907 million).  He also was 
reported as having given a detailed description of the benefits for LIFFE’s customers 
from the deal and the way in which LIFFE would be incorporated into the Euronext 
group (including inviting Hugh Freedberg and Sir Brian Williamson to remain in their 
roles as CEO and Chairman of LIFFE); and offered to adopt CONNECT as the 
derivatives trading platform across the whole of Euronext.23

 

                                                 
20 London Stock Exchange press release, “Re: LIFFE (Holdings) PLC” 28 September 2001.   Available on 
Lexis-Nexis Academic <http://web.lexis-nexis.com/universe/form/academic/s_ guidednews.html> (10 
January 2005) 
21 Charles Pretzlik, “LSE Set to Face Competition in Move for LIFFE”, Financial Times, 13 October 2001 
London 2, Companies & Finance 14. 
22 Chris Hughes, “LIFFE Rejects Stock Exchange Offer in Favour of Euronext”, The Independent, 30 
October 2001, Business 16. 
23 Ibid.  
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The LSE, meanwhile, was reported as having made a final offer of £18.50 in cash and 
stock at its own final presentation. Having proposed that LIFFE switch to the LSE’s own 
trading system, SETS, in its first presentation, the LSE gave up this demand, along with 
its insistence that LIFFE be fully integrated into the LSE and be run by LSE 
management. Following the final presentation, over the weekend, the LSE went back to 
LIFFE and increased its final offer to £19 per share.24  
 
Meeting on Monday 28 October, the LIFFE board voted to reject the LSE’s offer, and 
instead to accept Euronext’s offer of £18.25 per share. The announcement was made on 
Tuesday 29 October 2001.

                                                 
24 Ibid. 
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Euronext N.V.: the Fight for LIFFE “C” 
 
 

Why LIFFE chose Euronext 
 
The following is the transcript of an interview for Cantos.com with LIFFE CEO Hugh 
Freedberg25 after the auction result was announced, in which he discusses why LIFFE 
chose Euronext. 
 

“Q. Why did you accept a seemingly lower offer from Euronext? 
 
Freedberg:  We accepted an offer that was full value for LIFFE shareholders. It 
was an all-cash offer as opposed to an offer that represented a mix of cash and 
shares and in our view the all-cash offer was full value for our shareholders 
combined with the fact that the other criteria that we used to evaluate the offer 
was the business case. Euronext's business case was compelling, it was ambitious, 
it was clear and we thought it was excellent for LIFFE's shareholders and in 
particular for LIFFE's customers and staff. 
 
Q. So what does Euronext bring to the party? 
 
Freedberg:   First of all it has a very big and successful equity derivatives 
business, LIFFE has a very strong interest rate derivatives business and those two 
together give us strong representation and a strong position in the market in both 
segments. Euronext also will adopt LIFFE's technology, LIFFE CONNECT, 
across all of its derivatives markets which is a very important benefit for LIFFE 
indeed. Also, Euronext will enable us to offer clearing through London Clearing 
House which is the status quo for LIFFE customers and Clearnet, which is the 
status quo for Euronext customers.  Hopefully over time this will be able to give 
customers greater choice when it comes to clearing. 

Q. You're the first major exchange to put itself up for sale, why's that? 

Freedberg: "We've put ourselves up for sale" is not quite the right way of 
describing it.  As people saw our technology becoming more and more successful, 
being globally distributed, and they saw LIFFE resurrecting itself and reinventing 
itself, we were  approached by a number of people who expressing interest in 
doing business with us in one way, shape or form.  These discussions became 
more corporate in their nature as time went on, and we took the view that we 
should have a formal process with a clear start and a clear end.  Those people who 
were interested in putting a proposal to the board could do so, and we would 
evaluate them against clear criteria.  One of the most important factors was that 
we would look for full value for shareholders and an organization who, if we 
teamed up with them, would allow us to go forward more quickly than if we 

                                                 
25 Hugh Freedberg, video interview with Cantos.com. London, 29 October 2001. Reproduced with kind 
permission from Cantos.com. 
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stayed on our own as an independent organization. That was what we chose to do. 
Had we not achieved those criteria in full, we could and would have stayed 
independent. In the event, Euronext came up with the right proposal and we're 
delighted to be able to recommend that to our shareholders. 

Q. You talk about hope for efficiencies in the clearing system, but what do 
LIFFE's customers get out of this deal? 

Freedberg: LIFFE's customers will be able to get more products to trade, that's of 
course very important.  Traders like to trade more products, they like deep pools 
of liquidity, so that's a benefit. And they will be able to do so through the same 
technology because Euronext exchanges will adopt LIFFE CONNECT for their 
derivatives business, to give a single point of access into all these products. Down 
the road we hope to be able to get clearing efficiencies for our customers using 
our existing relationship with London Clearing House and Clearnet, which is the 
clearing entity of Euronext. Those two organizations will hopefully be able to 
work together and deliver more capital efficiencies to our customers. 
 
Q. Has this deal, in a sense, dealt a blow to London as a leading financial 
centre? 
 
Freedberg:  I don't think that's the case at all. I think that London benefits 
because LIFFE is a business based in London, and all of Euronext's derivatives 
business will be under the umbrella of LIFFE.  LIFFE CONNECT is being 
adopted as the technology. So from a London point of view, more business comes 
through London as a result of this deal.  LIFFE's ownership has always been 
international - some 70-odd per cent of our ownership has been international - so 
we have never been owned purely by UK organizations or individuals. It benefits 
London in the sense of more business, it builds a bridge into Europe, and makes 
LIFFE a more pan-European business. It's excellent for London.” 
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