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The potential sale of a 20% stake in Millennium BCP by Fosun presents a significant event in the
financial markets, particularly in the Iberian banking sector. This move by Fosun, a Chinese
conglomerate with diverse interests around the globe, underscores the shifting dynamics within the
banking industry and highlights the strategic realignments that are increasingly common among global
financial institutions. In this article we explore the implications and possible scenarios surrounding this
transaction.

The Strategic Implications

Firstly, the decision to sell a substantial portion of BCP shares by Fosun signals a strategic pivot or a reallocation of resources and focus. Fosun's investment in BCP was a notable entry into the European banking sector, aligning with its broader investment strategy. However, the divestiture

suggests a reevaluation of its portfolio in light of changing market conditions, strategic priorities, or potentially, to unlock capital for other ventures.

The sale of such a significant stake in BCP can have several strategic implications, not just for Fosun but also for BCP and the broader banking sector in Iberia. For BCP, this move could mean a shift in shareholder dynamics and potentially., strategic direction, depending on who acquires the

stake. For the sector, it could signal further consolidation or realignment, especially if the buyer aims to expand its footprint in the Tberian market or leverage BCP's operational strengths in specific areas.
Possible Sale Scenarios

The method chosen for the sale is crucial, as it reflects on the market's perception and the impact on BCP's stock price. Three primary approaches are under consideration: book building, gradual sale, and private sales.

1. Book Building: This process is traditionally associated with initial public offerings but can be applied here to gauge investor interest and establish an appropriate selling price. It offers a controlled environment to manage market expectations and stabilize the stock price during the transaction

period.

2. Gradual Sale: Selling the stake over time, in smaller increments, is a prudent strategy to prevent flooding the market with shares, potentially depressing the stock price. This approach mirrors Fosun's previous partial divestitures, suggesting a preference for minimizing market disruption.

3. Private Sales: Targeting specific institutional investors, such as pension funds, investment funds, or family offices, can facilitate a smoother transaction with minimal market impact. This method also allows for more discreet negotiations and potentially better terms, given the strategic interests

of these investors.

The scenario of selling the entire stake to a single entity, like BBVA, introduces the possibility of a takcover bid. Such a move would likely be driven by strategic ambitions rather than purely financial considerations, signaling a push for non-organic growth through acquisitions in markets of

interest.

Market Impact and Speculation

The sale of a 20% stake, representing over 3 billion shares, poses a substantial market impact given its size relative to the average trading volume. This situation could lead to increased volatility, with the potential for short selling as investors anticipate fluctuations during the transaction period.

Speculation around a possible takeover bid might exacerbate this volatility, with investors looking to capitalize on price movements.

Conclusion

The potential sale of Fosun's stake in BCP can be more than a financial transaction; it could be a strategic maneuver that could reshape the landscape of the Iberian banking sector. The chosen method of sale will significantly influence the market's reaction and BCP's strategic direction going
forward.

It's crucial to underline the potential for hedge funds to engage in short selling in anticipation of this
significant transaction. The prospect that hedge funds could sell shares now, with the intention to buy
back (to cover) from Fosun—whether directly, indirectly, or even on the market—presents a nuanced
strategic play. This maneuver is particularly attractive because it exploits the market dynamics expected
from the announcement and execution of such a large-scale sale.
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inverted; instead of measuring the time it might take for short sellers to buy back shares to cover their positions, we consider the time it would take for Fosun to sell a 20% stake.

‘This extended timeframe for selling underscores the potential market impact, highlighting the strategic significance of the chosen method of sale. A direct sale to a single buyer or a approach targeting ional investors might mitigate some of the market volatility associated with

such a large block of shares entering the market. Conversely, a more gradual or market-based selling approach could lead to prolonged periods of uncertainty and potential price depression, as the market absorbs the implications of this substantial sale.

‘The anticipation of these moves, and the strategic responses by various market participants, will be critical in the short-term market dynamics and the long-term implications for BCP's stock price and strategic direction.
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