ANTICIPATED JOINT
VENTURE BETWEEN
ARGCELIK A.S. AND
WHIRLPOOL
CORPORATION

Provisional Findings Report

ME/7044/23
08 February 2024

4 4
CMA 4

Competition & Markets Authority




© Crown copyright 2024

You may reuse this information (not including logos) free of charge in any format or
medium, under the terms of the Open Government Licence.

To view this licence, visit www.nationalarchives.qgov.uk/doc/open-government-licence/ or
write to the Information Policy Team, The National Archives, Kew, London TW9 4DU, or
email: psi@nationalarchives.gsi.gov.uk.

Website: www.qov.uk/cma



http://www.nationalarchives.gov.uk/doc/open-government-licence/
mailto:psi@nationalarchives.gsi.gov.uk
http://www.gov.uk/cma

Members of the Competition and Markets Authority
who conducted this inquiry

Martin Coleman (Chair of the Group)
Sir Kenneth Parker
Claire Whyley

Crispin Wright

Chief Executive of the Competition and Markets Authority

Sarah Cardell

The Competition and Markets Authority has excluded from this published version
of the provisional findings report information which the inquiry group considers
should be excluded having regard to the three considerations set out in section
244 of the Enterprise Act 2002 (specified information: considerations relevant to

disclosure). The omissions are indicated by [¢<]. Some numbers have been
replaced by a range. These are shown in square brackets. Non-sensitive wording
is also indicated in square brackets.




CONTENTS

SUMMARY ....ooiiiiiiiiiiitiiieseneenreesrareassssssesasasssssssssssssssssssssssssssssssssssssnssnssnnnnnnnnnnnnnnnnnnnnnnnnnnnnnn 6
OVERVIEW ...ttt ettt e et e e e e e e e e e e e e e e e e e e e e e e e e e e eeeeaaaeaaeaees 6
ABOUT THE PARTIES AND THEIR PRODUCTS.......cuuuiiiiiiiiiiiiiiiiiiiiiiiieieeieneeenenennennnnnnneees 6
OUR ASSESSMENT ...ttt ettt e e e e e e e e e e e e e e e e e e e e e e e e eeeaaeeaaaeaeeeeees 7
Why are we examining this Transaction? ............coovviiiiiiiiiiiiiiiiiiiieeeeeeeeeeee 7
How have we examined this Transaction? ... 7
What would have happened absent the Transaction?.............cccooviiiiiiiiiiiiiiee e, 8
What did the evidence tell US?.........o e e 8
PROVISIONAL CONCLUSION. ... 10
PROVISIONAL FINDINGS ... 11
1. THE REFERENCGE ... i ssnsssnsnnssnnsnnnsnnnnnnes 11
2. THE PARTIES AND TRANSACTION. .....cuutitiiieiuieeeieeeeeeeeeseesessenssnsnansnnnnnnnnnnnnnnnnan———.. 12
N o= SRR 12
L AT 114 oo T ) SRR 13
The TranSACHION ......coeiiee et e e e e e e e e e e e e e e eeaaas 13
Transaction rationNale...............o oo 14
3. RELEVANT MERGER SITUATION.......uutttiitiiiieeiiuieiieeeeeeeneeeeessnnnnneennnnnsnnnnnnnnnsnnnnnnnne 17
1] (o LU T3 (T o 1R PP 17
[ ) (=T o [ST= TP 17
Ceasing to be diStinCt..........ooiiiiiiii e 17
LIS 0 AV Z=T =] PP 23
Provisional conclusion on relevant merger situation..............ccccooeiiiiiii e, 24
4., COUNTERFACTUAL ...outtiitiiiittttei e aaaasaasaaassaassssassssssssnssnssssnnsnsnnsnnsnnns 25
o] (oo [UTex 1 o] o AR SORUPPPRP 25
The Parties’ submissions on the appropriate counterfactual ......................cccoeeee. 26
Third party @VIENCE .........cooiiiiiiiiiiiiiiiiieeeeeeeeeeeeeee e 29
Our assessment of the appropriate counterfactual..................ccoooiiiiiiiiiiieee, 29
Provisional conclusion on the counterfactual..............ccccceiiiii i, 31
5. MARKET DEFINITION ....oiiiiiiiiiiiiiiiiiitiiiiiiieitteeeeeeeeeeeeeeeeeeaseesesssesssssssssssnssssnnsnsnsnnnnnnns 33
1] (o LU T3 (T o 1R PP 33
ProduCt Market(S) ......uu oo 33
GeographiC Market........cooooiiiie e 37
Provisional CONCIUSION ...........iiiiiiie e e e e e e e e eaa s 38
6. APPROACH TO THE COMPETITIVE ASSESSMENT .......ovvvviiiiiiiiiiiieieininennnnnennnanns 40
7. CROSS-CUTTING THEMES AND EVIDENCE ..ot 42
T oY i oTe [ 3 1Te] o TR RPURPRN 42
Customer and coNSUMEr PreferenCeS ..........uiieeeiiiiiieeceee e 42
The competitive [andSCape.......ccoovveii i 46
The Parties’ key COMPELILOrS ......coovviiiiiie e 49



ENntry and/or @XPanSIoN ...........oouuiuiiiiiiiieeeeece e 53

8. COMPETITIVE ASSESSMENT FOR EACH MDA CATEGORY .......vvvvvvevirirnririnnnnns 58
Washing MaChINES .........coouiiiiiiiiiiiiiiiieee e 58
TUMDIE AIYEIS ..ottt 63
DT 11172 TS =T PR 66
(@70 0] = PSR 70
(@ V7Y g = T To I T ] o 1< SR 71

9.  PROVISIONAL CONCLUSIONS ......cotitiiiiiiiiiiieeeeieeeeeeeeeeeeseaeesssnnenennssnennnsnnnnnnsnnnnnnnnes 73

A. Appendix A — Terms of Reference

B. Appendix B — Conduct of the Inquiry

C. Appendix C — Descriptive statistics

D. Appendix D — Consumer demand for dishwashers

GLOSSARY



SUMMARY

OVERVIEW

1.

The Competition and Markets Authority (CMA) has provisionally found that the
anticipated joint venture between Arcgelik A.S. (Argelik) and Whirlpool Corporation
(Whirlpool) (the Transaction) may not be expected to result in a substantial
lessening of competition (SLC) in the supply of major domestic appliance (MDA)
products in the United Kingdom (UK).

Argelik and Whirlpool are each a Party to the Transaction; together they are
referred to as the Parties and, for statements referring to the situation post-
completion of the Transaction, as the Merged Entity.

This is not our final decision, and we invite any interested parties to make
representations to us on these provisional findings by no later than 5pm (UK time)
on Thursday 29 February 2024. Please make any responses to these provisional
findings by email to Arcelik.Whirlpool@cma.gov.uk. We will take all submissions
received by this date into account in reaching our final decision.

ABOUT THE PARTIES AND THEIR PRODUCTS

4.

Argelik and Whirlpool both supply a range of domestic appliances and related
products, including MDAs and small domestic appliances (SDAs). In assessing
the impact of this Transaction on competition, we have focussed on the overlap
between the Parties in the supply of MDA products in the UK, in particular washing
machines, tumble dryers, dishwashers, cookers, ovens and hobs (each referred to
as an ‘MDA category’).

In the UK, Arcgelik supplies MDAs primarily under the Beko, Blomberg and Grundig
brands; and Whirlpool supplies MDAs primarily under the Indesit, Hotpoint and
Whirlpool brands.

The Transaction under investigation comprises, among other matters, the
contribution by Argelik of its European MDA and SDA businesses, and by
Whirlpool of its Europe, Middle East and Africa (EMEA) MDA business, to Beko
Europe B.V. (Beko Europe), a newly incorporated company established by
Arcelik.


mailto:Arcelik.Whirlpool@cma.gov.uk

OUR ASSESSMENT

Why are we examining this Transaction?

7.

The CMA’s primary duty is to seek to promote competition for the benefit of UK
consumers, including the investigation of mergers that could raise significant
competition concerns in the UK where it has jurisdiction to do so.

In this case, the CMA has jurisdiction over the Transaction because the UK
turnover of (a) Whirlpool's EMEA MDA business and/or (b) Argelik’s European
MDA and SDA businesses in their most recent financial year is, in each case, in
excess of the statutory threshold of £70 million.

How have we examined this Transaction?

9.

10.

11.

12.

13.

In deciding whether a merger may be expected to result in an SLC, the question
we are required to answer is whether there is an expectation — ie a more than 50%
chance — that the merger may be expected to result in an SLC within any market
or markets in the UK.

To determine whether this is the case, we have considered and augmented the
information collected during the phase 1 investigation, including by gathering
further evidence from a wide variety of sources, using our statutory powers where
necessary, to assess the potential impact of the Transaction on competition in the
UK.

We received several submissions and responses to information requests from the
Parties and from third parties and held a site visit and hearings with each of the
Parties. The evidence we have received includes internal documents, views on the
competitive landscape and the impact of the Transaction, and a range of
quantitative evidence, including prices, volumes and financial performance. We
have also collected evidence from the Parties’ competitors regarding their future
entry and/or expansion plans.

Based on this evidence, we have focussed on whether the Transaction may be
expected to result in horizontal unilateral effects in one or several MDA categories.
Horizontal unilateral effects can arise when one firm merges with a competitor,
allowing the merged entity profitably to raise prices or degrade non-price aspects
of its competitive offering (such as quality, range, service and innovation) on its
own and without needing to coordinate with its rivals.

When assessing whether a merger may be expected to result in an SLC as a
result of horizontal unilateral effects, the CMA’s main consideration is whether
there are sufficient remaining good alternatives to constrain the merged entity.
Amongst other factors, our assessment has therefore focussed on the extent to
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which the Parties compete closely in each MDA category; the Parties’ plans and
likely competitive position absent the Transaction; and the remaining constraint
from alternative suppliers post-Transaction.

What would have happened absent the Transaction?

14.

15.

16.

To determine the impact that the Transaction may have on competition, we have
considered what would likely have happened absent the Transaction. This is
known as the counterfactual.

Based on submissions received from the Parties, we have focussed in particular
on Whirlpool’s likely competitive trajectory absent the Transaction. In doing so, we
have reviewed a significant volume of Whirlpool’s internal documents, analysed
several years of detailed financial data, and gathered evidence from potential
alternative purchasers of Whirlpool's EMEA MDA business. These alternative
purchasers provided an important external and independent source of evidence to
corroborate Whirlpool's submissions and the information in its internal documents
and data.

Based on this evidence, we have provisionally found that, absent the Transaction,
Whirlpool’'s EMEA MDA business would likely have been smaller than it is
presently, and it is likely that there would have been a review [¢<]. We consider
that this is the appropriate counterfactual against which to assess the Transaction
overall, and we have considered Whirlpool’s likely future competitiveness in
specific MDA categories as part of our competitive assessment. In doing so, we
have provisionally found that Whirlpool would likely [¢<] the supply of washing
machines ([<]); would likely [¢<] the supply of tumble dryers; and would likely [¢<]
the supply of cookers.

What did the evidence tell us?

... about closeness of competition between the Parties

17.

18.

The evidence shows that the extent to which the Parties compete closely varies
across MDA categories. In ovens and (particularly) hobs, the evidence shows that
the Parties are not close competitors; they each have a relatively weak market
position and face strong competition from several competitors.

In washing machines, tumble dryers, dishwashers and cookers, the Parties are
two of the largest suppliers, and the Parties’ products are similar in terms of price
and functionality, with their sales concentrated in the ‘low-mid’ price range. Internal
documents and third-party evidence also show that the Parties currently compete
closely in each of these MDA categories. However, as noted above our provisional
view is that, absent the Transaction, Whirlpool would likely [¢<] in the supply of



washing machines, [<] the supply of tumble dryers and would likely [¢<] the
supply of cookers.

... about the strength of other competitors

19.

20.

21.

22.

The evidence shows that there are several credible competitors to the Parties,
although the competitor set varies across MDA categories and price points.

In each MDA category, a range of private label and retailer-exclusive brands sell a
significant volume of products at 'low' or 'entry' price points. This includes Logik
and Essentials at Currys, Bush at Argos and Lamona at Howdens. Although these
products are primarily sold at lower price points than those of the Parties, some of
these brands have expanded their range in recent years, and evidence from
internal documents and third parties shows that they provide a competitive
constraint on the Parties.

In each MDA category, other suppliers including the Haier Group (primarily
through its Hoover and Candy brands) and Hisense, offer products at similar price
points as the Parties. Haier Group is active across all MDA categories, and is a
particularly close competitor to the Parties in washing machines and tumble
dryers. The evidence shows that Hisense is currently only a moderate competitive
constraint on the Parties, although based on evidence we have received from a
range of sources — including third party views and documents — we consider that
Hisense is well-placed to expand further, and the threat of such expansion would
likely act as a material constraint on the Merged Entity.

Finally, the evidence shows that there are several established and credible
suppliers offering products at ‘mid-premium’ price points, including BSH (primarily
through its Bosch and Neff brands), Samsung and LG. These suppliers are
comparatively strong in different MDA categories, eg BSH has a particularly strong
market position in dishwashers, whilst Samsung is stronger in washing machines
and tumble dryers than other categories. These suppliers’ products are mostly
sold at higher price points than those of the Parties, although they overlap with the
mid to upper end of the Parties’ ranges, and price is just one factor influencing
consumer choice. Both third party views and internal documents show that these
suppliers exercise a competitive constraint on the Parties, although the strength of
this constraint varies across MDA categories.

... about the overall impact on competition in each MDA category

23.

As summarised above, competitive conditions vary across MDA categories, as
does the likely competitive position of Whirlpool absent the Transaction. In ovens
and hobs, the evidence shows that the Parties have a comparatively weak market
position, and are constrained by several strong competitors, including private label
brands, BSH, Electrolux (through its Zanussi and AEG brands) and Haier Group.



24.

25.

On this basis, our provisional view is that the Transaction may not be expected to
raise significant competition concerns in the supply of ovens or hobs in the UK.

In cookers and tumble dryers, the evidence shows that Whirlpool would likely [¢<]
absent the Transaction. We provisionally consider that Whirlpool would likely [¢<]
cookers, and it would likely be a [$<] in tumble dryers than it is currently. In light of
the evidence on Whirlpool’s future market position, our provisional view is that the
Transaction may not be expected to raise significant competition concerns in the
supply of cookers or tumble dryers in the UK.

In washing machines and dishwashers, the evidence shows that the Parties are
close competitors, but are constrained by several alternative suppliers, including
private label brands, the Haier Group, Hisense, BSH and Samsung. In washing
machines, the evidence also shows that Whirlpool’s future market position is likely
to be different than it is currently — ie it [¢<] absent the Transaction. On this basis,
our provisional view is that the Transaction may not be expected to raise
significant competition concerns in the supply of washing machines or
dishwashers in the UK.

PROVISIONAL CONCLUSION

26.

Our provisional conclusion is therefore that the Transaction, if implemented, will
result in the creation of a relevant merger situation, but that situation may not be
expected to result in an SLC within any market or markets in the UK, including for
the supply of each of washing machines, tumble dryers, dishwashers, cookers,
ovens and hobs.
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1.1

1.2

1.3

1.4

1.5

1.6

PROVISIONAL FINDINGS

THE REFERENCE

On 11 October 2023, the Competition and Markets Authority (CMA), in exercise of
its duty under section 33(1) of the Enterprise Act 2002 (the Act), referred the
anticipated joint venture between Arcgelik A.S. (Argelik) and Whirlpool Corporation
(Whirlpool) (the Transaction) for further investigation and report by a group of
CMA panel members (the inquiry group). Argelik and Whirlpool are referred to
collectively as the Parties or, for statements referring to their future activities
through the joint venture after completion of the Transaction, as the Merged
Entity.

In exercise of its duty under section 36(1) of the Act, the CMA must decide:

(@) whether arrangements are in process or contemplation which, if carried into
effect, will result in the creation of a relevant merger situation (RMS); and

(b) if so, whether the creation of that RMS may be expected to result in a
substantial lessening of competition (SLC) within any market or markets in
the United Kingdom (UK) for goods or services.

In assessing the competitive effects of the Transaction, we must decide whether
there is an expectation (ie a more than 50% chance) that the Transaction will
result in an SLC.

We are required to prepare and publish our final report by 26 March 2024.

Our terms of reference, along with information on the conduct of the inquiry, are
set out in Appendix A and Appendix B respectively.

This document, together with its appendices, constitutes the CMA’s provisional
findings published and notified to the Parties in line with the CMA’s rules of
procedure.’ Further information relevant to this inquiry can be found on the CMA
case page.?

" CMA rules of procedure for merger, market and special reference groups (CMA 17), Rule 11.
2 Argelik/Whirlpool EMEA case page.
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2. THE PARTIES AND TRANSACTION

Arcelik

2.1 Argelik, a publicly listed joint-stock company incorporated in Turkey in 1955, is a
supplier of a broad range of home appliances and consumer electronics. It has
operations that include subsidiaries in 53 countries, production facilities in nine
countries and 12 brands.

2.2 Argelik is controlled by Kog¢ Holdings A.S. (the group of companies which is
referred to as the Kog¢ Group), which is active in the automotive, durable goods,
food, retailing, energy, financial services, tourism, construction and IT industries.3*
Table 2.1 sets out the turnover generated by the Ko¢ Group and Argelik for the
financial year 2022.

Table 2.1: 2022 Turnover (£’m) of Ko¢ Group and Argelik

Kog Group Arcelik
UK [<] [5<]
EEA [<] 2,687
Worldwide [<] 6,615

Source: Kog Group: FMN, Table 1; Argelik response to the CMA’s request for information (RFI) and Argelik 2022 Annual Report: arcelik-
2022eng.pdf (arcelikglobal.com). European Economic Area (EEA) turnover was taken from page 308 (note 25 to the financial
statements) as turnover generated in Europe; worldwide revenue was taken from page 28 net sales. Both converted from Turkish Lira to
GBP at 2022 average from HMRC.

2.3 In the UK, Arcgelik’s revenues are primarily from the sale of MDA products. It is
active both as a branded supplier (primarily through the brands Beko, Blomberg
and Grundig), and as an original equipment manufacturer (OEM) supplier to
private label (Private Label) brands.® We use Private Label to refer to products
that are manufactured by a third party OEM supplier, but sold under a
retailer/outlet’'s own brand name, such as Logik and Essentials (Currys), Bush
(Argos), Lamona (Howdens) and John Lewis.®

3 Parties Final Merger Notice (FMN).

4 Arcelik 2022 annual report, accessed by the CMA on 29 November 2023, page 19.

51n 2020 [70-80]% of its MDA UK sales were under the Beko brand, which increased to [70-80]% in 2022. Over the
same period between [10-20]% and [10-20]% of sales were as a private label OEM. Source: CMA analysis of: Argelik
internal document.

6 The Parties submitted that there are also several ‘lesser-known’ brands (such as Electra and White Knight) that may be
available exclusively at certain retailers, that are positioned similarly to Private Label brands in terms of price. The
Parties refer to such brands as ‘quasi-private-label brands’. See Parties observations on common features across the
MDA4 markets. We note that exclusive brands are included in our share of supply figures in Chapter 7 and Appendix C
under ‘Private Label’ (see Appendix C for a discussion of the dataset).
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Whirlpool

2.4  Whirlpool is a US company founded in 1911 and listed on the New York Stock
Exchange.’ It manufactures and markets a full line of domestic appliances and
related products, in particular MDA and SDA.

2.5 Whirlpool generated £15,571 million in worldwide net sales in 2022, of which
£3,220 million was generated in EMEA.8 Table 2.2 sets out the turnover generated
by the Whirlpool EMEA MDA business for the financial year 2022.

Table 2.2: 2022 Turnover (£’m) of Whirlpool EMEA MDA business

Whirlpool EMEA MDA

Business
UK [<]
EEA [<]
Worldwide [<]

Source: FMN, 2 August 2023, Table 1. [5<] and Whirlpool response to the CMA’s s109 notice [5<].

2.6 In the UK, Whirlpool primarily supplies under the Hotpoint, Indesit and Whirlpool
brands and it has some sales from OEM supply to Private Label brands.%°

The Transaction

2.7 On 16 January 2023,"" Argelik and Whirlpool entered into a Contribution
Agreement, under which: (a) Arcelik set up a new standalone business, Beko
Europe B.V."? (Beko Europe); (b) Argelik (through its wholly-owned subsidiary
Ardutch B.V.) will contribute its European MDA and SDA businesses (collectively,
the Argelik Target Business)'® to Beko Europe, in exchange for a shareholding
of approximately 75% in Beko Europe; and (c) Whirlpool (through its wholly-owned
subsidiary Whirlpool EMEA Holdings LLC) will contribute its EMEA MDA business

7 Whirlpool is the ultimate parent of companies in its group.

8 Whirlpool Corporation, SEC Filing Details 10K 2022, page 57, accessed by the CMA on 29 November 2023. Converted
from USD to GBP at 2022 average from HMRC.

9 [<] of Whirlpool's UK MDA sales between 2020 and 2022 were under the Hotpoint and Indesit brands and [5<] were
under the Whirlpool brand. Sales under the Hotpoint and Indesit brands between 2020 and 2022 accounted for between
[50-60] to [50-60]% and [30-40] to [30-40]% of Whirlpool's MDA UK sales respectively. Sales under the Whirlpool brand
accounted for around [5-10]% of MDA UK sales over the same period. Whirlpool's sales from OEM supply to private
label over the same period were [0-5]%.

10 CMA analysis of: Whirlpool internal document.

" FMN. The Contribution Agreement executed on 16 January 2023 between Whirlpool, Beko Europe, Argelik, Ardutch
B.V. and Whirlpool EMEA Holdings LLC (Contribution Agreement) provides that Argelik and Whirlpool will hold shares
in Beko Europe via their wholly owned subsidiaries namely, Ardutch B.V. and Whirlpool EMEA Holdings LLC respectively
(Contribution Agreement, Recital Clause.

; FMN.

12 Argelik incorporated Beko Europe as a new standalone business, Beko Europe B.V. Source: FMN. Beko Europe is a
private limited liability company incorporated in the Netherlands with registered number 88850528 Source: FMN,
Contribution Agreement.

13 Argelik will contribute to Beko Europe its relevant third party contracts, IT systems, employees, intellectual property
rights and data along with the Argelik Target Business. FMN, Contribution Agreement.
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(the Whirlpool Target Business)' to Beko Europe in exchange for a
shareholding of approximately 25% in Beko Europe (the Transaction).

2.8 The Whirlpool Target Business includes 38 European subsidiaries and nine
production sites,'® as well as the Indesit, Hotpoint, Ignis, Privileg and Bauknecht
brands. As a part of the Transaction, Beko Europe will receive an exclusive licence
to the Whirlpool brand for MDA in parts of the EMEA territory, including the EEA
and the UK, for up to 40 years.'® The Whirlpool Target Business does not include
Whirlpool’s SDA business, commercial appliances business, InSinkErator waste
disposer/instant hot water businesses, or the KitchenAid and Maytag brands, all of
which will be retained by Whirlpool.'":18

2.9 The post-Transaction ownership structure is illustrated in Figure 2.1.1°

Figure 2.1: Post-closing structure chart

Whirlpool
o Group Corporation
| 57.24% oo
Arcelik A.S.
‘ 100% !
Whirlpool EMEA
Ardutch B.V. iIrlpoo

_75% _25% Holdings LLC

Beko Europe B.V.

100%

Whirlpool European MDA Business
-+
Arcelik’s European MDA and SDA businesses

Source: Parties [5<].

Transaction rationale

210 The Parties submitted that the Transaction is a response to structural changes in
the European MDA sector, which have permanently altered the competitive

4 Whirlpool will contribute to Beko Europe its relevant third party contracts, employees, intellectual property rights and
data along with the Whirlpool Target Business. FMN, Contribution Agreement.

5 Located in Italy (Cassinetta, Communaza, Melano and Siena), Poland (Lodz, Radomsko and Wroclaw), Slovakia
(Poprad) and the UK (Yate). Source: FMN.

6 FMN.

7 FMN.

8 Simultaneously with the Transaction, Argelik, through Ardutch B.V., also intends to acquire Whirlpool's Middle East
and North Africa (MENA) business, through the acquisition of 100% of the shares in Whirlpool's two entities incorporated
in Morocco and the UAE. Source: FMN.

9 FMN.
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landscape and made it increasingly difficult [$<] to compete effectively.?° The
Parties told us that these challenges had created [¢<] for both Parties to create a
more efficient business that was better able to meet the new challenges and
remain competitive in the face of growing competition by low-cost Asian
producers.

Arcgelik’s stated rationale

2.11

2.12

2.13

Arcelik submitted that its strategic rationale for the Transaction was:?’

(a) toimprove its ability to compete with the broad range of MDA players in the
UK and EEA by reducing costs, while continuing to drive innovation and
sustainability efforts;

(b) to offer a wider range of products to respond faster to new market trends;

(c) to gain a complementary geographic presence to offer more comprehensive
aftersales support;

(d) to enhance its competitiveness in the UK and EEA by combining the Parties’
manufacturing expertise, brands, supply chains, distribution and sales
networks, and product pipelines; and

(e) the possibility for growth in Beko Europe’s market, by combining the Parties’
innovation, research and development facilities, procurement and production
systems.

Arcelik also told us that it aims to create cost-related synergies?? post-Transaction
through [<], procurement, logistics and general and administrative expenses.??
Arcelik told us that it had estimated that [<] (after incurring a one-off cost of
approximately €[$<] million)?* and [$<].

These synergies represent approximately [¢<]% of Beko Europe’s total revenue of
€[<] billion in 2024, [<] to [<]% of its total revenue of €[<] billion in 2028.

Whirlpool’s stated rationale

2.14

Whirlpool submitted that its strategic rationale for the Transaction was the
opportunity to accelerate its portfolio transformation [6<].2°

20 Parties’ initial submission, 24 October 2023, paragraph 2.1.

21 FMN. Parties’ presentation at the Issues Meeting. Parties response to the phase 1 Issues Letter.
22 The Parties have also described these cost-related synergies as EBITDA synergies. As these synergies relate to
reducing costs which may arise from the Transaction, we have described them as cost-related synergies.

23 FMN.

24 Arcelik internal document and Argelik site visit slides, 8 November 2023.

25 FMN.
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2.15

Whirlpool told us that the Whirlpool Target Business had been [¢<] and that its
[¢<] share had declined from [$<] to [¢<]. It further told us that:26:2”

(@) the [&]; and

(b) its share of UK sales had [¢<] in tumble dryers and washing machines which
[<] by [<] and [¢<] percentage points respectively. It further told us that the
share across MDAG products (comprising washing machines, tumble dryers,
dishwashers, refrigerators, freezers and cooking appliances) in [<].

2.16  Whirlpool submitted that this decline was due to a number of factors, including:?®
(@) Industry-wide challenges brought about by geopolitical tensions and their
economic consequences;
(b) ‘Fierce’ competition from numerous suppliers of (mostly imported) products
from lower cost countries;
(c) ‘Phenomenal’ growth of Asian competitors across the EEA and UK; and
(d) Increasingly strong competition from private-label suppliers.
2.17  Whirlpool submitted that divesting its European MDA business [¢<].%°
26 FMN.
27 Parties’ initial submission, 24 October 2023, paragraph 2.1.2.
28 FMIN.
29 FMN.
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3. RELEVANT MERGER SITUATION

Introduction

3.1 This chapter addresses the question whether arrangements are in progress or in
contemplation which, if carried into effect, will result in the creation of a relevant
merger situation.3® The concept of a relevant merger situation has two principal
elements: (a) two or more enterprises cease to be distinct enterprises within the
statutory period for reference;3' and (b) the turnover test and/or the share of
supply test is met.3?

Enterprises

3.2 The Act defines an ‘enterprise’ as ‘the activities or part of the activities of a
business’.33 A ‘business’ is defined as including ‘a professional practice and
includes any other undertaking which is carried on for gain or reward or which is
an undertaking in the course of which goods or services are supplied otherwise
than free of charge’.3* The enterprise in question need not be a separate legal
entity.3°

3.3 Each of Argelik and Whirlpool supplies domestic appliances and other goods,
generating turnover in the UK and worldwide (see chapter 2). Each of the Argelik
Target Business and the Whirlpool Target Business is also active in the supply of
domestic appliances and generated turnover in the UK in 2022 (see
paragraph 3.18 below).

3.4 Our provisional view is therefore that each of Argelik, the Argelik Target Business,
Whirlpool and the Whirlpool Target Business is a ‘business’ within the meaning of
the Act and that, accordingly, the activities of each of these constitutes an
‘enterprise’ for the purposes of the Act.

Ceasing to be distinct

3.5 The Act provides that any two enterprises cease to be distinct if they are brought
under common ownership or common control.%® It distinguishes between three

30 This is the first of the two statutory questions which we are required to answer under section 36 of the Enterprise Act,
2002 (Act)- and pursuant to our Terms of Reference (see Appendix A).

31 Sections 23 and 24 of the Act.

32 Section 23 of the Act.

33 Section 129(1) of the Act.

34 Section 129(1) of the Act. See also sections 129(3) and 130 of the Act.

35 Mergers: Guidance on the CMA'’s jurisdiction and procedure (CMAZ2revised), as amended on 4 January 2022,
paragraph 4.6. Nor is there a requirement that the transferred activities have generated, or are expected to generate, a
profit or dividend for shareholders: indeed the transferred activities may be loss-making or conducted on a not-for-profit
basis.

36 Section 26 of the Act.
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levels of control (and in ascending order of the level of control these are): material
influence, de facto control and a controlling interest (also referred to as de jure or
legal control).%”

3.6 In certain cases, the CMA may treat entry into a joint venture as giving rise to
more than one relevant merger situation.3® This may be the case, for example, on
the basis that the business (or each of the businesses) — comprising an enterprise
(or enterprises) — to be contributed by each parent company to the joint venture
will cease to be distinct from each other,3® as well as from the enterprise of one or
both of the other parent companies of the joint venture.*°

3.7 In phase 1, the Parties submitted that a relevant merger situation would be created
on the basis that, on completion of the Transaction, Argelik would acquire legal (de
jure) control over the Whirlpool Target Business and therefore they would cease to
be distinct within the meaning of the Act.*' The Parties further submitted that,
since the Transaction fell within the CMA’s jurisdiction on that basis, the CMA did
not need to determine whether Whirlpool would have the ability to exercise
material influence over the Argelik Target Business.*? Additionally, the Parties
submitted that there would be no material overlaps between Beko Europe’s
business and the businesses retained by Whirlpool.43

3.8 Our provisional view is that we should address the first statutory question (in
respect of the creation of a relevant merger situation) from the perspective of each
of the parent companies (Arcelik and Whirlpool). That is because the question of
the acquisition of control by each of Argelik and Whirlpool is engaged (a) in
relation to the overlap between the MDA businesses to be contributed by each of
them to the joint venture and (b) the overlap between the SDA business to be
contributed by Arcelik to the joint venture and the SDA business that will be
retained by Whirlpool.#4

37 Section 26(3) of the Act. The levels of control applicable in respect of the Transaction are addressed in further detail in
our assessment below in Chapter 3.

38 CMAZ2revised, footnote 79; see for example, Thomas Cook/Co-operative Group/Midlands Co-operative merger inquiry,
Competition Commission (16 August 2011) and Completed acquisition by Circle Health Holdings Limited of GHG
Healthcare Holdings Limited, CMA (8 April 2020).

39 This will be the situation where the (previously distinct) businesses (or enterprises) of each parent company are
brought under the common ownership or common control of one or both of the parent companies.

40 |n this situation, each parent company with control will cease to be distinct from the business (or each of the
businesses) — comprising an enterprise (or enterprises) — to be contributed to the joint venture by the other parent
company (CMAZrevised, paragraph 4.54(b); Anticipated joint venture between Anglian Water Group Ltd and
Northumbrian Water Group Ltd, CMA (1 August 2017).

41 FMN. The Parties also stated that the turnover test for a relevant merger situation was met on the basis that the annual
UK turnover of the Whirlpool Target Business exceeded £70 million. FMN. We address the turnover test at paragraphs
3.20 and 3.21 below.

42 FMN.

43 FMN.

44 See for example Thomas Cook/Co-operative Group /Midlands Co-operative merger inquiry, Competition Commission
(16 August 2011), paragraph 4.14 where the Competition Commission stated that its finding that each parent company
acquired control over the joint venture and that in each case a relevant merger situation arose meant that in assessing
the competitive effects of the transaction it needed to consider not only issues arising from the overlap of the parties’
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3.9

We assess below whether each of Argelik and Whirlpool will acquire control under
the Act over, respectively, the Whirlpool Target Business and the Argelik Target
Business, through each of the Parties’ shareholdings and rights in Beko Europe. In
the case of the present joint venture (Beko Europe), although only one
shareholder can have a controlling interest, Beko Europe may nevertheless be
subject to the control, in the wider sense encompassed by the Act, of the other
shareholder.4®

The acquisition of control (controlling interest*®) by Argelik

3.10

3.11

As a result of the Transaction, Argelik will hold approximately 75% of the
shareholding in Beko Europe. As Argelik’s shareholding will confer more than 50%
of the voting rights in Beko Europe, it will have a controlling interest in Beko
Europe. Accordingly, on completion of the Transaction, the enterprises of Arcelik,
the Argelik Target Business and the Whirlpool Target Business will be brought
under the common ownership and common control of Argelik.

Our provisional conclusion is therefore that arrangements are in progress or in
contemplation which, if carried into effect, will result in the enterprises of each of
Arcelik and the Argelik Target Business, on the one hand, and the Whirlpool
Target Business on the other hand, ceasing to be distinct.

The acquisition of control (material influence*’) by Whirlpool

3.12

The ability to exercise material influence is the lowest level of control that may give
rise to a relevant merger situation. When making its assessment, the CMA focuses
on the acquirer’s ability materially to influence policy relevant to the behaviour of
the target entity in the marketplace. The policy of the target in this context means
the management of its business, and thus includes the strategic direction of a
company and its ability to define and achieve its commercial objectives.*® The
assessment of material influence requires a case-by-case analysis, including of
the potential sources of influence,*® and having regard to all the circumstances of
the case.%°

activities within the joint venture, but also any interests of those parties via retained businesses in the same or related
activities to the joint venture.

45 CMAZ2revised, paragraph 4.35.

46 Section 26(3) of the Act refers to a ‘controlling interest’ in a body corporate or enterprise. A ‘controlling interest’
generally means a shareholding conferring more than 50% of the voting rights in a company (CMAZ2revised,
paragraph 4.35).

47 Section 26(3) of the Act refers to the ability, directly or indirectly, materially to influence the policy of a body corporate,
or the policy of any person in carrying on an enterprise.

48 CMAZ2revised, paragraph 4.17.

49 Potential sources of influence include shareholdings, board representation and other sources (CMA2revised,
paragraphs 4.19 and 4.20).

50 CMAZ2revised, paragraphs 4.18 and 4.20.
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3.13

3.14

As a result of the Transaction, Whirlpool will hold approximately 25% of the
shareholding in Beko Europe.®' The Parties submitted that Whirlpool would not be
granted any veto rights over important strategic decisions regarding the
commercial behaviour of Beko Europe.®?

However, our provisional view is that with a shareholding of approximately 25%,%3
Whirlpool will acquire additional rights over Beko Europe that are set out below:

(@)

Shareholders’ Rights: The Parties submitted that among other matters, the
quorum rules of the Beko Europe board would not grant Whirlpool the ability
to block the board from voting on a resolution.®>* However, we note that in
considering whether material influence may be present in a particular case,
the CMA will consider, in addition to an acquirer’s shareholding, whether the
acquirer will have special voting or veto rights over relevant policy or strategic
matters.®® In the present case, for shareholders’ meetings on Reserved
Matters, the presence of at least [¢<] Whirlpool shareholder[s] is required.
[¢<] an affirmative voting right[s] ie Whirlpool’s prior approval is required
before [¢<] a Reserved Matter can be passed.®® Therefore, on all such
Reserved Matters, Arcgelik will require Whirlpool’'s affirmative vote and cannot
unilaterally make a decision. The Parties submitted that Reserved Matters
were intended only to protect Whirlpool’s financial interests as a minority
shareholder and none of those Reserved Matters related to strategic or
commercial decisions.®” However, we note that the Reserved Matters include
some rights that are not typically afforded to minority investors, for example:
(i) entering into transactions with group companies [é<], where the value of a
transaction exceeds EUR [<] million; (ii) engaging in or settling material
disputes which could affect [¢<] or exceed EUR [<] million in value; and (iii)
entering [$<] arrangements.®® We note that the EUR [$<] million value that
would trigger the requirement for Whirlpool’s affirmative vote/prior approval in
relation to (i) and (ii) above is fairly low. We note also that in its capacity as a
shareholder, Whirlpool will have the right to receive copies of: (i) minutes of
board meetings and meetings of the executive management; (ii) quarterly
and monthly management accounts of Beko Europe; (iii) consolidated
financial information in respect of each quarter year period; and (iv) the
budget and business plan, among other matters.>® Thus, in our provisional

5T FMN.
52 FMN.

53 The rights covered in this paragraph will be vested with Whirlpool for so long as the Whirlpool Corporate Group will
hold at least [20-30]% of the shareholding in Beko Europe. FMN, Shareholders’ Agreement relating to Beko Europe
between Arcelik, Whirlpool, Beko Europe, Whirlpool EMEA Holdings LLC and Ardutch B.V. (SHA).

54 FMN.

55 CMAZ2revised, paragraph 4.25.
56 FMN. Throughout this chapter, the terms ‘affirmative vote’ and ‘prior approval’ are used interchangeably since SHA
Clause 5.1 refers to ‘[¢<] and Clause 5.3 refers to ‘[¢<]". FMN.

57 FMN.
58 FMN.
59 FMN.
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view, Whirlpool will have the right to receive information as a shareholder in
relation to matters relating to the management of Beko Europe’s business
that would not otherwise be ordinarily granted to a minority investor. In view
of all of these matters, taken in the round, our provisional view is that these
matters (and in particular the requirement for Whirlpool’s affirmative
vote/prior approval® for such Reserved Matters) will confer the ability to
influence aspects of the management of Beko Europe’s business, including
aspects of its strategic direction and ability to define and achieve its
commercial objectives and, as such, contribute to Whirlpool’s ability
materially to influence the policy of Beko Europe.

Board representation: The Parties submitted that, among other matters,
Arcelik would have the right to appoint [a majority] out of the [total] board
members, whereas Whirlpool would have the right to appoint at most [a
minority of] members; and board resolutions would be passed by simple
majority of the members present, with each member having one vote.®' We
note that, whether on a free-standing basis or as a supporting factor in the
context of a shareholding, the CMA will review a range of factors (including
experience and expertise) in relation to board representation.®? Moreover, the
test for material influence does not require the appointee of the minority
shareholder to be able to override the views of other directors appointed by
the majority shareholder; rather it is sufficient for the CMA to demonstrate
that the minority shareholder’s appointee’s views are likely to be influential in
relation to relevant strategic or commercial matters.®3 In the present case, the
presence of at least [¢<] Whirlpool director[s] is required to constitute a
quorum for board meetings.®* Given Whirlpool's experience and expertise in
the industry, it is likely that the Whirlpool-appointed directors’
recommendations would be given material weight at board meetings.
Furthermore, Whirlpool directors [¢<] call for [¢<] on Reserved Matters.®® The
board will be responsible for the overall strategic guidance of the Beko
Europe group.®® In view of all of these matters, taken in the round, our
provisional view is that Whirlpool (through its appointed directors) will have
the ability to influence (and will likely be influential in relation to) the overall
strategic direction and commercial objectives of Beko Europe and as such,
this will contribute to Whirlpool’s ability materially to influence the policy of
Beko Europe.

62 CMAZ2revised, paragraph 4.29.
63 Anticipated acquisition by Amazon of a minority shareholding and certain rights in Deliveroo, CMA (4 August 2020)
paragraph 4.60.
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(c) Executive management: The Parties submitted that among other matters,
Arcelik would designate the initial and any subsequent Chief Executive
Officer (CEO), who would ultimately be appointed by the board and that
Whirlpool would have no veto over the appointment or removal of the CEO.%”
We note that the initial Chief Financial Officer (CFO) for Beko Europe will be
appointed by Whirlpool, with the agreement of Argelik.®® For a period of [$<]
years after the completion of the Transaction, and subject to the [<]
shareholder’s approval, Whirlpool may nominate a CFO [<]. The CFO’s
appointment will be subject to an approval from the board (which will have
Whirlpool presence).® In view of all of these matters, taken in the round, our
provisional view is that Whirlpool will have the ability to exercise some
influence in relation to the financial policy of Beko Europe and, as such, this
will contribute to Whirlpool’s ability materially to influence the policy of Beko
Europe.

(d) Budget and business plan: The Parties submitted that among other matters,
Arcelik and Whirlpool would agree on the initial one-year budget and initial
five-year business plan of Beko Europe, prior to the completion of the
Transaction.”® We note that any amendments to the initial budget must be
proposed by [<] (which will have Whirlpool presence) and be submitted for
[¢<] approval (which will have Whirlpool presence).”’ Any negative
adjustments to the initial business plan must be discussed by [¢<] consisting
of at least [¢<] Whirlpool director[s] and due consideration must be given to
[¢<] Whirlpool director[s].”? Future drafts of the budget and business plan
must also be drafted by [¢<] (which will have Whirlpool presence) and
submitted for [$<] approval (which will have Whirlpool presence).”® In view of
all of these matters, taken in the round, our provisional view is that through
the budget and business plan of Beko Europe, Whirlpool will have the ability
to exercise influence over the commercial policies of Beko Europe and, as
such, this will contribute to Whirlpool’s ability materially to influence the policy
of Beko Europe.

3.15  Taking the above factors in the round, our provisional view is that Whirlpool will
exercise material influence over the policy of Beko Europe.”* Accordingly, on
completion of the Transaction, the enterprises of Whirlpool, the Argelik Target

57 FMN.

68 FMN, Contribution Agreement.

69 FMN.

70 FMN, Contribution Agreement.

" FMN.

72 FMN.

3 FMN.

74 |t is not necessary to conclude as to whether any individual factor would confer material influence over the policy of
Beko Europe given that the combination of factors in the round will result in material influence.
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Business and the Whirlpool Target Business will be brought under the common
ownership and common control of Whirlpool.

3.16  Our provisional conclusion is therefore that arrangements are in progress or in
contemplation which, if carried into effect, will result in the enterprises of each of
Whirlpool and the Whirlpool Target Business, on the one hand, and the Arcgelik
Target Business, on the other hand, ceasing to be distinct.”

Turnover test

3.17  The turnover test is met where the value of the turnover in the UK of the enterprise
being taken over exceeds £70 million.”®

3.18 In the present case:

(@) Inrelation to the acquisition of a controlling interest by Arcgelik, we have taken
the turnover in the UK of the Whirlpool Target Business,’” which was
approximately £[$<] million in 2022.78 Given that this figure exceeds
£70 million, our provisional view is therefore that the turnover test is met.”®

(b) Inrelation to the acquisition of material influence by Whirlpool, we have taken
the aggregate turnover of the businesses to be contributed by Arcgelik to Beko
Europe, namely the Argelik Target Business®® comprising (i) Argelik's MDA
business, in respect of which Arcelik stated that its net sales in the UK in
2022 were approximately £[¢<] million;®" and (ii) Argelik’'s SDA business, in
respect of which Argelik stated that its total revenue in the UK in 2022 was

75 The Transaction has not yet completed, so our provisional view is therefore that the four-month time limit for a relevant
merger situation under the Act (which applies in the case of a completed merger) is not engaged in the present
circumstances (section 24 of the Act).

76 Section 23(1)(b) of the Act.

7 For the purposes of identifying the value of the turnover of the enterprises being taken over pursuant to section 23 of
the Act in relation to this relevant merger situation, we consider that the correct approach is, pursuant to section 28(1)(a)
of the Act, to deduct the turnover of the enterprises that will continue to be carried on under the ‘same ownership and
control’ for those purposes, namely Argelik as the parent company and the Argelik Target Business that Argelik will
contribute to the joint venture.

78 FMN.

79 As we have provisionally concluded that the turnover test is met, there is no need to consider the share of supply test.
80 For the purposes of identifying the value of the turnover of the enterprises being taken over pursuant to section 23 of
the Act, in relation to this relevant merger situation, we consider that the correct approach is, pursuant to section 28(1)(a)
of the Act, to deduct the turnover of the enterprises that will continue to be carried on under the ‘same ownership and
control’ for those purposes, namely Whirlpool as the parent company and the Whirlpool Target Business that Whirlpool
will contribute to the joint venture.

81 Arcelik’s response to the CMA’s s109 Notice. We note that Argelik provided only the UK revenue from the overlapping
MDA product categories in relation to the Transaction and not all of the MDA products that will be contributed to Beko
Europe. Therefore, we consider that the revenue figure stated above under-represents the turnover of Argelik's MDA
business.
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approximately £[2<] million.8? Given that the aggregate figure exceeds
£70 million, our provisional view is therefore that the turnover test is met.8

Provisional conclusion on relevant merger situation

3.19 In view of the above, we have provisionally found that arrangements are in
progress or in contemplation which, if carried into effect, will result in the creation
of a relevant merger situation in respect of each of: (a) the acquisition of a
controlling interest by Argelik and (b) the acquisition of material influence by
Whirlpool.

82 Argelik’s response to the CMA’s s109 Notice. We note that Arcelik provided only the UK revenue from the overlapping
SDA product categories in relation to the Transaction and not all the SDA products that will be contributed to Beko
Europe. Therefore, we consider that the revenue figure stated above under-represents the turnover of Argelik’'s SDA

business.
83 As we have provisionally concluded that the turnover test is met, there is no need to consider whether the share of

supply test is met.
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4.

COUNTERFACTUAL

Introduction

41

4.2

Determining whether there is an SLC in the assessment of a merger involves a
comparison of the prospects for competition with the merger against the
competitive situation without the merger, which is referred to as the
counterfactual.®

This chapter sets out our provisional view on the appropriate counterfactual to
apply in our assessment of the Transaction. The chapter covers:

(@) The CMA’s framework for the assessment of the counterfactual;
(b) The Parties’ submissions on the relevant counterfactual;
(c) Third party evidence; and

(d) Our provisional conclusion of the appropriate counterfactual.

The CMA'’s framework for assessment of the counterfactual

4.3

4.4

4.5

The counterfactual is an analytical tool used in answering the question of whether
a merger gives rise to an SLC. It provides the basis for a comparison of the
competitive situation with the merger against the competitive situation absent the
merger.8

The counterfactual is not however, intended to be a detailed description of the
conditions of competition that would prevail absent the merger. The detailed
consideration of those conditions is relevant to our overall conclusions, but they
are better considered in the sections that deal with our competitive assessment.8®
The CMA also seeks to avoid predicting the precise details or circumstances that
would have arisen absent the merger.&”

In a phase 2 merger investigation, the CMA will select the most likely conditions of
competition as its counterfactual against which to assess the merger. In its
assessment of the counterfactual, in some instances, the CMA may need to
consider multiple scenarios, before identifying the relevant counterfactual. As part
of this assessment, the CMA will consider whether any of the possible scenarios
make a significant difference to the conditions of competition; if any of them do,

84 Merger Assessment Guidelines (CMA129), March 2021, paragraph 3.1.

85 CMA129, paragraph 3.1.
86 CMA129, paragraph 3.7.
87 CMA129, paragraph 3.11.
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4.6

4.7

the CMA will find the most likely conditions of competition absent the merger as
the counterfactual.®

The CMA recognises that evidence relating to future developments absent the
merger may be difficult to obtain. Uncertainty about the future will not in itself lead
the CMA to assume the pre-merger situation to be the appropriate counterfactual.
As part of its assessment of the counterfactual, the CMA may consider the ability
and incentive (including but not limited to evidence of intention) of the merger firms
to pursue alternatives to the merger, which may include reviewing evidence of
specific plans where available.

The CMA may examine several possible scenarios to determine the appropriate
counterfactual, one of which may be the prevailing, or pre-merger, conditions of
competition, or conditions of competition that involve stronger or weaker
competition between the merger firms than under the prevailing conditions of
competition.®®

The Parties’ submissions on the appropriate counterfactual

4.8

4.9

4.10

The Parties told us the counterfactual would see reduced competition, and that
absent the Transaction, the Whirlpool Target Business would be ‘[5<].°%' Whirlpool
also told us that faced with the ‘competitive decline’ of the Whirlpool Target
Business, [<], Whirlpool [¢<] initiate a strategic review of the business in April
2022.92

The Parties submitted that in announcing that review, Whirlpool’s leadership
stated that, in the absence of a divestment, the Whirlpool Target Business would
need to be [¥<] restructured.®?

In the sections below, we cover the Parties’ submissions on Whirlpool’s strategic
review and evidence from third parties, followed by our assessment and
provisional conclusion.

Whirlpool’s strategic review

4.11

Whirlpool submitted that the Whirlpool Target Business had been on a <]
decline [<].%4 It told us that:®°

88 CMA129, paragraph 3.13.

89 CMA129, paragraph 3.14.

%0 CMA129, paragraph 3.2.

91 Parties’ initial submission, 24 October 2023, paragraph 3.1.

92 Whirlpool [¢<].
98 Parties’ initial submission, 24 October 2023, paragraph 3.1.

94 Whirlpool [¢<] and Whirlpool’s [<].
95 Whirlpool’s [¢<] and Whirlpool [¢<].

26


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1011836/MAGs_for_publication_2021_--.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1011836/MAGs_for_publication_2021_--.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1011836/MAGs_for_publication_2021_--.pdf
https://assets.publishing.service.gov.uk/media/65521f696a650f000dbf488d/Parties_initial_submission_pdfa.pdf
https://assets.publishing.service.gov.uk/media/65521f696a650f000dbf488d/Parties_initial_submission_pdfa.pdf

(@) From 2013 to 2022, its revenues in the EEA fell by [¢<], from €[2<] billion to
€[<] billion;

(b) Its exit from Russia had a further negative impact on its financial
performance, as Whirlpool’s Russian business [];

(c) The [<];

(d) The EMEA business had been [¢<]. It also told us that there was a
deteriorating environment in Europe, specifying the effect of the war in
Ukraine; cost-of-living pressures and high interest rates; and

(e) The Whirlpool Target Business had [¢<]. It submitted that it had to [¢<] and
that, [<].

4.12  Whirlpool told us that its commercial challenges were not due to a lack of effort,
and that it had devoted significant resources to growing the business, including
spending nearly $1 billion to acquire Indesit in 2014 to make its European
operations more efficient and competitive.%

4.13  Whirlpool told us that in April 2022, it announced a strategic review of its remaining
EMEA business given the declining business, and it developed two options:®’

(a) Selling the Whirlpool Target Business (the Sale Scenario); or

(b) [$<] changing its business (the Continuation Scenario).

The Sale Scenario

4.14  Whirlpool submitted that it initiated a formal and structured process to identify
potential buyers for the business in parallel with the strategic review. Whirlpool
submitted that Whirlpool and its Transaction advisor [¢<]. The [$<].%®

4.15  Whirlpool submitted that, of the [¢<] potential bidders that [<], Argelik [<]
ultimately submitted a final proposal to acquire the Whirlpool Target Business.®®

416 Regarding the potential bidders who [¢<], Whirlpool told us that [<], and [¢<]. In
particular, Whirlpool submitted that: 190

(@) [X].

(b) [<]. Whirlpool told us that [<].

9 Whirlpool’s [5<] and Whirlpool [¢<].

97 Parties’ initial submission, 24 October 2023, paragraph 3.2.

98 Parties’ initial submission, 24 October 2023, paragraph 3.2.2 and Whirlpool [¢<].
99 Parties’ initial submission, 24 October 2023, paragraph 3.2.2 and Whirlpool [¢<]
100 Whirlpool's [¢<] and Whirlpool [¢<].
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4.18

4.19

(c) [¥<]. Whirlpool also told us that [¢<] and that, [¢<]. Whirlpool further
submitted that [6<] was contemplating a structure [¢<], and that [¢<] under
the Continuation Scenario. '’ Whirlpool also submitted that [¢<] would have
[<].

Whirlpool told us that Argelik was ‘[<] willing to acquire the business’ and that
‘[]’_102

The Continuation Scenario

Whirlpool told us that the Continuation Scenario — ie the approach that would have
been pursued absent a sale — would involve a ‘[$<] restructuring’.'°® Whirlpool
stated that the Continuation Scenario comprised a ‘three-pronged approach’ that
would [$<] the Whirlpool Target Business: %4

(a) [ [5].
(b) [5<]: [5<].
(© [ <],

Figure 4.1 shows Whirlpool's proposed [<].

Figure 4.1: [K]

[+<]

Source: Parties response to the CMA Issues Letter [5<].

4.20

4.21

4.22

Whirlpool submitted that its analysis showed that [¢<] and that, [$<].1%°

Whirlpool submitted that the Continuation Scenario [<].1% It told us that [¢<]. It
also submitted that [<].

Whirlpool told us that, when taking the decision to proceed with a sale of the
business in December 2022, the Whirlpool board compared a sale with the
Continuation Scenario as presented in [<]. It told us that had its negotiations with
Argelik to sell the business failed, the Continuation Scenario [¢<] of its EMEA
business, the Continuation Scenario would have been implemented. %7

101 Whirlpool's [¢<] and Whirlpool's [¢<].
102 Whirlpool [¢<] and Whirlpool [<].
103 parties’ initial submission, 24 October 2023, paragraph 3.2.1.

104 Whirlpool [6<] and Whirlpool [¢<].

105 Whirlpool's [¢<].

106 Whirlpool [$<] Whirlpool, [¢<] and Whirlpool [¢<].
107 Parties [¢<].
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4.23

Whirlpool submitted that the Continuation Scenario was therefore the most likely
outcome had the Transaction not taken place, ' which would have involved
Whirlpool [8<].10°

Third party evidence

4.24

4.25

4.26

4.27

We spoke to each of [¢<] to discuss the sales process and their assessment of the
Whirlpool Target Business. We consider that these third parties provided important
external evidence regarding Whirlpool’s financial situation and its likely trajectory
absent the Transaction.

One third party [¢<] told us that it decided [¢<] the Whirlpool Target Business as it
did not believe there would be an opportunity to sufficiently improve Whirlpool’s
[<]. It stated that it did not consider ‘business as usual’ to be an option for
Whirlpool, as [¢<]. It also told us that for Whirlpool to improve its profitability, it
considered that a [¢<], and it considered that it would be difficult for Whirlpool to
[<] [<] in such a competitive market. It also considered that it would be [¢<] for
Whirlpool to [$<] [<].110

Another third party [¢<] told us that it considered the Whirlpool Target Business
had been [6<] and that [¢<] would be [¢<]. [¢<]. Further, it observed a [<] [<] and
[]_111

Another third party [¢<] told us that it saw [¢<] from the opportunity to acquire a
large established MDA business which had ‘[é<]" brand awareness in Europe, as
well as [<]. It also told us that it had [¢<] [¢<] and combined with the [<] of the
Whirlpool Target Business, it concluded that an [¢<] [<]. Therefore, it [¢<]. It also
told us that [6<].112

Our assessment of the appropriate counterfactual

4.28 In considering the appropriate counterfactual in this case, we first consider the
Whirlpool EMEA business’s financial situation, then (informed by this evidence)
assess whether there would likely have been an alternative purchaser, before
considering the Continuation Scenario and whether there would likely have been
significant changes to the Whirlpool Target Business in the future (whether or not it
was sold to an alternative purchaser).

108 Parties [<].

109 Whirlpool [¢<].

10 [5<] call note.

1 [5<] call note.
"2 [&<] response to CMA questions.
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Whirlpool EMEA financial performance

429 We setoutin Table 4.1 Whirlpool EMEA’s overall financial performance, based on
its annual accounts from 2015 to 2022. These high-level figures show that
Whirlpool EMEA’s EBITDA was positive from 2015 to 2022, but that its EBIT was
negative in four of these years.

Table 4.1: Whirlpool EMEA financials

$’million
FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22

Units sold (thousands) 25,145 24,671 22,998 20,051 20,019
Net Sales 5,601 5,148 4,881 4,536 4,296 4,389 5,088 4,023
EBITDA 340 354 178 98 157 179 268 76
EBIT 141 150 (19) (106) (30) 2 100 (58)

Source: Whirlpool’s 10-K annual reports
Note: (a) The figures above are the overall Whirlpool EMEA business, including the MDA and SDA businesses. (b) Figures from
Whirlpool’s Russian regional business are included from 2015 to 2021 and excluded from financial year 2022 when it was sold in 2022.

4.30 We note that Whirlpool EMEA’s profitability (particularly at an EBIT level) was
lower than each of the other Whirlpool regional businesses (ie North America,
Latin America, and Asia) over the period.''® Further, although its overall EBIT was
positive in 2021, it had a significantly negative EBIT of $187 million excluding
Russia and the centralised consumer services division.

4.31  We recognise that Whirlpool's management accounts, third party analyst reports''4
and potential purchasers discussed the [¢<] of Whirlpool EMEA business and
Whirlpool Target Business, and that Whirlpool launched a strategic review of the
business in April 2022. As reflected in Whirlpool’s internal documents, it was
submitted to its board at the time that the EMEA business had [$<].115

Potential alternative purchasers

4.32 The evidence we have received from third parties and internal documents shows
that [¢<] alternative purchasers that [¢<] were interested in purchasing the
Whirlpool Target Business [¢<], with [¢<] of those bidders ([¢<]) emphasising
Whirlpool EMEA’s [].

4.33 However, one third party [$<] told us that, [¢<].'® Therefore, we infer from the
evidence provided to us and in particular, [<], that absent an agreement with
Arcelik, [¢<] was a potential purchaser of [¢<] the Whirlpool Target Business.

4.34 In our view, a sale of part of Whirlpool Target Business to [¢<] would not likely
have raised prima facie competition concerns, and so [¢<] is not excluded as an

3 Whirlpool fourth quarter 2022 earnings call transcript, page 7 (accessed by the CMA on 17 January 2024).
14 Whirlpool response to the CMA’s s109 notice.

"5 FMN.

116 [&<] response to CMA questions.
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4.35

4.36

alternative purchaser for part of the business in the counterfactual for the purposes
of the present assessment.

We also considered whether the Whirlpool Target Business would likely have
operated in a significantly different way under the ownership of [¢<]. We have
received limited evidence on how the business would have been operated in the
event that [¢<] had acquired [¢<] in the counterfactual; however, we note
Whirlpool’s submission (and its accompanying internal document) that [¢<] would
[¢<] under the Continuation Scenario.’"” This is also consistent with our analysis of
the financial position of the Whirlpool Target Business.

We therefore do not consider it likely that the Whirlpool Target Business would
have been operated in a significantly different way to Whirlpool, which we discuss
below, regardless of its ownership.

The Continuation Scenario

4.37

4.38

4.39

Various internal documents and Whirlpool’s quarterly earnings calls in 2022 show
that at the same time as it was running the sale process, Whirlpool was also
considering how it might change the Whirlpool Target Business to [¢<] and
increase the profitability of the business. Whirlpool was refining the Continuation
Scenario [<] when it was [$<].1'8 The [$<].""° These documents (particularly [6<])
are consistent with Whirlpool’s submissions on the Continuation Scenario, [X].

Consistent with Whirlpool’s internal documents, third parties (see paragraphs 4.24
to 4.27) also told us that the Whirlpool Target Business was [¢<] and that a [<]
restructuring of the business would be required. We note that these alternative
purchasers had [¢<] on the Whirlpool Target Business, and we consider that they
provide an important source of information which corroborates the evidence
received from Whirlpool.

Therefore, we consider that the Whirlpool Target Business would likely have
undergone some form of restructuring, either absent a sale or in the event of a
sale to an alternative purchaser. We consider the implications of this in the
competitive assessment.

Provisional conclusion on the counterfactual

4.40 In view of the above, our provisional view is that the most likely conditions of
competition to be taken as the appropriate counterfactual are that:

"7 Whirlpool [$<].

118 EMN.

119 Whirlpool [¥<].
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(@)

The Whirlpool Target Business would have remained active in some form,
whether owned by Whirlpool or an alternative purchaser.

We acknowledge that the business [¢<] and regardless of its ownership there
was likely to be a review and [<], although (as we note in the competitive
assessment) the timing and extent of these are uncertain.

We therefore consider that absent the Transaction, the Whirlpool Target
Business would likely have been smaller than it is presently, and would likely
have [<]. We consider the extent to which the business would likely have
competed with Argelik as a part of our competitive assessment, including its
likely competitiveness in specific product categories.
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5. MARKET DEFINITION

Introduction

5.1 This section sets out our assessment of the relevant markets for the purposes of
our analysis of the competitive effects of the Transaction. Where the CMA makes
an SLC finding, this must be ‘within any market or markets in the United Kingdom
for goods or services’.'?° Thus, the relevant markets are those within which the
Transaction may lead to an SLC and comprise the most significant competitive
alternatives available to customers of the Parties. An SLC can affect the whole or
part of a market or markets.?’

5.2 Market definition can be a useful tool for identifying in a systematic manner the
immediate competitive constraints facing the merged entity. However, it is not an
end in itself. The outcome of any market definition exercise does not determine the
outcome of the competitive assessment in any mechanistic way, and the CMA
may take into account constraints on the merged entity from outside the relevant
market, segmentation within the relevant market, or other ways in which some
constraints are more important than others. 22

Product market(s)

5.3 In assessing product market definition, we start by identifying the relevant focal
product(s) which, in the first instance, consists of identifying those products for
which both Parties overlap, considering the nature of the product(s) and its (or
their) functionalities. Our assessment then goes on to identify competitive
alternatives to the focal products.

54 In the UK, the Parties overlap in the supply of washing machines, tumble dryers,
dishwashers, refrigerators, freezers, and cooking appliances (comprising built-in
ovens, built-in hobs, and freestanding cookers). In our investigation, we have
focused on the following areas of overlap: washing machines, tumble dryers,
dishwashers, and cooking appliances.'?® We consider below whether it is
appropriate to define narrower markets than these overlapping products.

5.5 In our assessment of market definition, we have, consistent with the Merger
Assessment Guidelines, considered competitive alternatives to the focal products

120 Section 36 of the Act in relation to anticipated mergers.

121 Merger Assessment Guidelines (CMA129), March 2021, paragraph 9.1.

122 CMA129, paragraph 9.4.

123 CMA, Issues Statement, 7 November 2023, paragraphs 20 to 21. We have not received further evidence (following
the CMA’s phase 1 investigation) in relation to the supply of fridges and freezers in the UK that would justify
investigating, in phase 2, theories of harm in relation to those products (see paragraph 6.2).
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5.6

5.7

and in doing so we have assessed the degree of demand-side and — to a lesser
extent — supply-side substitution.

The Parties submitted that any segmentation of MDA categories into distinct
markets would not be appropriate due to the high degree of supply-side and
demand-side substitutability.?* However, we note that both the Parties’ internal
documents and third parties have made several references to segmentations or
groupings of products based on:

(a) built-in versus freestanding MDA models. Washing machines, dishwashers
and cooking appliances can be purchased as either ‘built-in’ (also known as
‘integrated’) or ‘freestanding’ models.'?® In the case of cooking appliances,
cookers (which combine an oven and hob in a single unit) are freestanding
products, whereas ovens and hobs are built-in products; and

(b) price ranges or segments.

We have therefore considered below whether these segmentations constitute
distinct product markets.

Built-in versus freestanding products

Parties’ views

5.8 The Parties submitted that there is a high degree of demand-side and supply-side
substitutability between built-in and freestanding appliances.'?¢ Specifically in
relation to cooking appliances, the Parties submitted that:

(@) Demand-side substitution is high, as both a cooker and a combined oven and
hob serve the same purpose, and there is a high degree of price overlap
between cookers and (a combination of) ovens and hobs for any given brand.
Additionally, demand is transitioning from freestanding cookers to built-in
ovens and hobs, suggesting that consumers see the products as
substitutes. %’

(b) There is a significant degree of supply-side substitutability between different
types of cooking appliances, as cookers have similar components and
technology to ovens and hobs with minor exceptions, and manufacturers
often sell more than one type of cooking appliance.?®

124 EMN.

125 We have not included tumble dryers here, as almost all tumble dryers are freestanding.

126 EMN.

127 Parties’ [¥<].

128 Parties’ [<].
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5.9

5.10

5.11

Our assessment

The evidence we have received shows that there is only a limited degree of
demand-side substitution between built-in and freestanding appliances, particularly
for cooking appliances. In particular:

(@) Many of the Parties’ internal documents (including consumer research
reports and their strategy documents) distinguish between built-in and
freestanding products, [$<].1%°

(b) One retailer submitted that it segments MDA products between freestanding
and built-in models and that most often the products would not be
substitutable.3°

(c) Anonline survey commissioned by the Parties shows a [¢<] proportion of
purchases [$<].13! We consider that substitution between built-in and
freestanding is likely to be low for a consumer purchasing a replacement
product.

In assessing the supply-side substitutability of built-in and freestanding appliances,
we have considered evidence regarding how quickly and easily manufacturers can
switch production between these types of appliances. The majority of competitors
(6 out of 10 — [<], [<], [<], [<], [¢<] and [<]) submitted that flexible production
lines make switching supply between some built-in and freestanding appliances
either easy or only moderately difficult.'>> However, we received evidence that this
was not the case for cooking appliances. For example, one competitor submitted
that reallocating supply between built-in and freestanding cooking appliances
remains difficult as — unlike for washing machines and dishwashers — it would
entail the ‘repurposing’ of a production line.33

The differences in ease of supply-side substitution between cooking appliances
and other MDAs are also reflected in shares of supply for each MDA category.
Most manufacturers that supply built-in washing machines and dishwashers also
supply freestanding models (and vice-versa), with their shares being generally
similar across the two segments. In contrast, there is substantial variation in
manufacturers’ shares for built-in and freestanding cooking appliances. For
example, [¢<] and [¢<] have high shares in built-in hobs and ovens but smaller
shares of (or do not supply) freestanding cookers.'3* Conditions of competition
therefore differ significantly between built-in and freestanding cooking appliances.

129 For example: FMN; Whirlpool's internal documents; Argelik internal document; and FMN.
130 [8<] call note.

131 Argelik internal document.

182 [8<], [<], [¥<], [¥<], [¥<] and [¥<] responses to the CMA’s phase 2 questionnaire.

133 [5<] response to the CMA’s phase 2 questionnaire.

134 See for example Table 7.1 for shares of supply.
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5.12

On the basis of the above, our provisional view is that there is only a limited
degree of demand-side substitution between built-in and freestanding MDA
products. However, there is evidence of substantial supply-side substitution
between built-in and freestanding dishwashers and washing machines, but not
between cooking appliances. Therefore, whilst we have not distinguished separate
markets for freestanding and built-in products for washing machines and
dishwashers, we have done so for cooking appliances — ie distinguishing between
freestanding cookers, built-in ovens, and built-in hobs.

Price segmentation

Parties’ views

5.13 The Parties submitted that any price segmentation within the relevant MDA
categories would be arbitrary, as there is no clear-cut separation between different
price segments.’®® The Parties also submitted that:

(@) Products across different price points are substitutable, as they serve the
same core purpose and have similar functions.'3¢ Furthermore, consumers
are increasingly sensitive to non-price factors, such as energy ratings and the
lifetime costs of MDA appliances.'3’

(b) There is a high degree of supply-side substitution across price segments, as
suppliers can easily reposition or extend their product portfolio.'38

Our assessment

5.14  The consumer research submitted by the Parties shows that price is an important
consideration for some consumers'3® and the Parties’ internal documents often
use price as a basis for analysing competitive conditions. For example:

(@) A 2022 presentation by Argelik uses price [$<].14°

(b) A 2022 Argelik report notes that certain competitors pose ‘[é<] threat’ to
Arcelik due to their ‘premium image position’ and ‘higher price range’.'#’

(c) Several Whirlpool and Argelik documents show that they [¢<] benchmark
their products against competitors at a similar price level.#?

135 EMN.

136 Parties’ response to the CMA’s RFI.

137 Parties’ [<].

138 Parties’ response to CMA’s RFI.

139 Eg FMN and Argelik internal document.
140 Arcelik internal document.

141 Argelik internal document.

142 FMN.
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5.15

5.16

5.17

Third parties also noted a degree of differentiation between suppliers offering
products at different prices. For example, one supplier predominantly active in the
premium segment submitted that it very occasionally competes with the Parties, as
the latter are stronger in lower price segments. 43

Our provisional view is that the evidence shows that products at similar price
points impose a greater competitive constraint on each other than those at more
distant price points. However, the Parties’ internal documents and third-party
evidence (discussed in detail in our competitive assessment) also consistently
identified suppliers offering products at different price points as competitors, and
many suppliers offer products across a wide range of prices. This illustrates a
degree of demand-side and supply-side substitution between products at different
price points, with there being no clear boundaries at which different groups of
suppliers compete.

Therefore, we provisionally conclude that there are not separate markets for
products at different price points and that any differences in competition between
suppliers due to differences in price are best considered within our competitive
assessment.

Provisional conclusion on product markets

5.18

In light of the above, we provisionally conclude that the following are separate
product markets:

(@) washing machines;
(b) tumble dryers;

(c) dishwashers;

(d) cookers;

(e) ovens;and

(f) hobs.

Geographic market

5.19

Parties’ views

The Parties submitted that the relevant geographic market covers at least the EEA
and the UK. This is on the basis that most MDA products sold in the UK are
imported, which is facilitated by low transport costs and the absence of tariffs or

143 [&<] response to the CMA’s phase 1 questionnaire.
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5.20

5.21

5.22

other regulatory barriers. Additionally, many strong MDA manufacturers are active
across all of Europe and increasingly use the same brands in all European
countries, including the UK.44

Our assessment

Although we recognise that most MDA products sold in the UK are imported, the
evidence we have received supports the view that the UK constitutes a separate
geographic market:

(@) The Parties’ internal documents include specific assessments of competition
to supply each MDA product in the UK. The documents indicate that markets
have national characteristics, resulting in substantive differences in brands’
performance and positioning across countries.'#®

(b) As shown in the Parties’ submissions, manufacturers’ shares of supply vary
significantly across countries. 46

(c) Although retailers occasionally enter into ‘international agreements’ with
manufacturers,’#’ generally negotiations between MDA suppliers and
customers take place at a national level. 48

We have not received sufficient evidence of any demand-side or supply-side
substitution that would support a finding of a wider geographic market.

Provisional conclusion on geographic market

In light of the above, we provisionally conclude that the relevant geographic
market is the UK.

Provisional conclusion

5.23  For the reasons set out above, we provisionally conclude that the relevant markets
are the supply of each of the following products in the UK:
(a) washing machines;
(b) tumble dryers;
(c) dishwashers;
144 EMN.

145 Eg FMN. See also Argelik internal document.

146 EVIN.

147 Arcelik internal document.
148 [<] call note.
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(d)
(e)
(f)

cookers;
ovens; and

hobs.
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6.1

6.2

6.3

6.4

APPROACH TO THE COMPETITIVE ASSESSMENT

We have assessed the competitive effects of the Transaction with reference to
‘theories of harm’. Theories of harm describe the possible ways in which an SLC
may be expected to result from a merger and provide the framework for analysis of
the competitive effects of a merger.

We have focused our competitive assessment on the horizontal unilateral effects
of the Transaction in the supply of the following MDA products in the UK: washing
machines; tumble dryers; dishwashers; cookers; ovens and hobs. In our Issues
Statement, we noted that in its phase 1 investigation, the CMA found that the
Transaction did not give rise to a realistic prospect of an SLC in relation to the
supply of fridges and freezers in the UK; and we stated that we were not minded to
pursue theories of harm in respect of fridges and freezers in our investigation
absent a reasoned submission from any party.'#® No evidence has been submitted
to justify investigating further these theories of harm.

We have also considered whether an SLC may be expected to result from the
Transaction in relation to the overlap between the SDA business to be contributed
by Arcelik to Beko Europe, and the SDA business that will be retained by
Whirlpool. The evidence shows that there is limited overlap between the Parties in
the supply of SDA products: in 2021 and 2022, the Parties both sold kettles,
toasters and hot beverage products in the UK, but their combined share of sales of
each product was [0-5]%."°° Consistent with this, we note that no third parties
have raised any concerns to us regarding the impact of the Transaction on the
sale of SDA products. Accordingly, we provisionally conclude that the Transaction
may not be expected to result in an SLC in relation to the supply of SDA products
in the UK.

As regards our competitive assessment of the horizontal unilateral effects of the
Transaction in the supply of the MDA products referred to in paragraph 6.2 above,
we note that unilateral effects can arise in a horizontal merger when one firm
merges with a competitor that would otherwise have provided a competitive
constraint, allowing the merged entity profitably to raise prices or degrade non-
price aspects of its competitive offering (such as quality, range, service and
innovation) on its own and without needing to coordinate with its rivals.®! In this
case, prices are negotiated bilaterally between suppliers and customers.
Therefore, the Transaction will reduce the number of independent alternatives
available to customers when they negotiate with suppliers, potentially worsening

149 |ssues Statement, paragraph 23.
150 Argelik’s response to the CMA’s s109 notice. See also FMN.
51 MAGS, paragraph 4.1.
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6.5

6.6

6.7

6.8

6.9

the negotiating position of customers. We have assessed whether the reduction in
the options available to customers is sufficient to give rise to an SLC.

Our assessment of mergers is generally forward-looking, and we will seek to
account for the future evolution of competitive conditions when assessing this
theory of harm.'®? This includes developments in the Parties’ competitive offerings
and the competitive offerings of third parties, taking into account a range of
evidence.

We gathered evidence from a wide range of different sources as part of our
inquiry. In considering the weight to be placed on each piece of evidence, we have
taken into account factors such as the robustness of the data and methodology
adopted, the interests of the party that provided the information or view, the age of
the information or document, the context, author and recipient of a document, and
the purpose for which it was produced.

We have not relied on any one specific piece of evidence in isolation to inform our
assessment of the Transaction; rather, we have assessed all of the evidence in
the round in order to reach our decisions in relation to the theories of harm.'%3 As
part of this, we have given due regard to the extent to which our view on the
interpretation of a piece of evidence is corroborated (or not) by other evidence
available to us. There is no set hierarchy between different types of evidence, and
the CMA may attach greater weight to one type of evidence or another as
appropriate in the circumstances, depending on its relative quality.'*

Where internal documents support claims being made by the merger parties, the
CMA may be likely to attach more evidentiary weight to such documents if they
were generated prior to the period in which those firms were contemplating or
aware of the merger, or if they are consistent with other evidence.'%®

The remainder of the competitive assessment is structured as follows:

(@) chapter 7 considers evidence that is relevant to all MDA categories, such as
the Parties’ main competitors, their shares of supply, and potential entry and
expansion.

(b) chapter 8 considers evidence that is specific to each MDA category, taking
into account the ‘cross-cutting’ evidence covered in chapter 7.

(c) chapter 9 summarises our provisional conclusions.

152 MAGS, paragraph 4.16.

153 See, for example, MAGs, paragraphs 2.23 (‘The CMA does not normally consider specific pieces of evidence in
isolation when considering the question of an SLC, although it is common for the CMA to weight pieces of evidence
differently') and 2.28 regarding the ‘in the round’ assessment.

154 MAGs, paragraph 2.25. See also, Aberdeen Journals v OFT [2003] CAT 11, at [126]-[127].

55 MAGS, paragraph 2.29(a).
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7.

CROSS-CUTTING THEMES AND EVIDENCE

Introduction

7.1

7.2

This chapter considers the evidence and themes of our assessment that are
relevant across MDA categories. It covers:

(a) the key factors that drive customer and consumer choices, and the
implications for competition in the relevant markets;

(b) the competitive landscape and how it has changed over time;
(c) the Parties’ key competitors; and
(d) competitors’ potential entry and/or expansion.

These cross-cutting themes should be read alongside our provisional competitive
assessment of each MDA category in chapter 8.

Customer and consumer preferences

7.3

7.4

In this section, we consider the factors that drive the demand for MDA products
and how they in turn shape the parameters of competition in the supply of MDA
products. Our assessment draws primarily on evidence from the Parties’ internal
documents (eg research on consumers’ choices, marketing reports, research and
reports on brand health) and evidence from the Parties’ main customers (eg their
views and research).

In this context, we first consider the preferences of the direct customers of the
MDA suppliers, and then consider the preferences of consumers (that is, the end-
users of the products). This is because direct customers such as retailers are
incentivised to compete to stock products which fulfil the preferences of their own
customers (ie ‘consumers’), hence consumer choice will also define the
parameters of competition in the supply of MDA products.

Customer preferences

7.5

In the UK, MDA products are primarily sold to large retailers (such as AO, Currys
and Argos), distributors and buying groups (such as Euronics and Sirius Buying
Group), kitchen companies (such as Wickes, Howdens and Magnet) and
homebuilding and construction companies.’®® As shown in Figure 7.1, the Parties’
largest customers are primarily retailers and buying groups, and there is

156 Parties’ initial submission, 24 October 2023, paragraphs 8.1-8.2.
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considerable overlap in the Parties’ customer bases, with [é<] being the largest
customers of both Parties.

Figure 7.1: Share of sales to top 10 customers of Argelik and Whirlpool (all MDA, 2022) — UK

[+<]

Source: Parties initial submission, 24 October 2023, paragraph 8.2.

7.6 Customers and suppliers of MDA products negotiate the terms of supply. The
Parties submitted that negotiations with large retailers take place across price
points and across MDA categories which increases retailers’ buyer power. They
also submitted that retailers’ buyer power is evidenced by customers (which
include retailers) delisting suppliers’ products.'s’

7.7 The evidence shows that it is common for customers and suppliers to engage in
an annual product range review, where the entire ranges of products are
reviewed.'%® This can create opportunities for customers and suppliers to negotiate
across a wide range of products. However, more targeted and granular
negotiations are also common. For example, in some cases the range for each
MDA category is reviewed separately, eg through different account managers. ' It
is also common for customers and suppliers to monitor sales performance at a
more granular product level on an ongoing basis. In addition, any delisting
decisions by a customer will often target a specific product rather than an entire
product range. 160

7.8 For the above negotiations, customers will ultimately consider their expected
profitability from selling a product, and the extent to which their product range (eg,
stocking a wide range of appliances with different features, quality or
specifications) can cater to a range of consumer preferences. In addition, some
customers stated that they also consider the reliability of supply (eg, how quickly
and reliably a supplier can deliver its products, stock availability, installation or
removal services) and they will negotiate this aspect with suppliers.'®! Finally,
several customers also consider the infrastructure that suppliers have in place to
provide aftersales support.'6?

157 Parties [2<] and Parties’ initial submission, 24 October 2023, paragraph 8.6.

158 For example, [<] call note.

159 [8<] call note.

160 For example [¢<] will generally only delist certain specific products due to quality, profitability issues or very low
product volumes as its strategy is to provide the widest range of products to consumers [<] call note.

161 Responses to the CMA’s phase 2 questionnaire. Call notes from: [$<]; [$<]; [$<]; [¢<]; and [<].

162 Responses to the CMA’s phase 2 questionnaire. Call notes from: [¢<]; and [$<].
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Customers’ ability to influence consumer choice

7.9 The Parties have submitted that retailers have significant influence over consumer
purchasing decisions. 63

7.10 A number of large retailers confirmed that they are able to influence consumer
choice to a degree.'®* Further, one customer submitted that this is borne out by its
research, which has shown that the majority of consumers are willing to buy an
unknown brand if they buy from a trusted retailer.'®® However, many customers
also indicated that their promotional activities generally seek to align with what
consumers want.'%¢ |n addition, some research from the larger retailers/outlets
indicates that consumers typically research and shop around across multiple
sources before making a decision.'®” This implies that while customers have some
scope to influence consumers’ choices, this has limitations, particularly for those
consumers who narrow down their choice to one or two options before visiting a
retailer.68

7.11  Given the evidence that customers seek to cater to a range of consumer
preferences (eg through their choice of product range), we have also considered
evidence regarding consumer preferences.

Consumer preferences

7.12  The Parties submitted that consumers shop across price bands, taking into
account a wide array of attributes, including capacity, energy efficiency, water
usage, product features, performance (eg, spin-speed) and noise. The Parties also
submitted that the upfront price of an appliance as well as the lifetime cost
contribute to the final purchasing decision of a consumer.'6°

7.13  Overall, the evidence shows that these are differentiated markets where
consumers have diverse preferences and their choices are affected by a variety of
factors; specifically, that:

163 Parties’ observations on common features across the MDA4 markets.

64 Responses to the CMA’s phase 2 questionnaire: [$<]; [¢<]; and [¥<].

165 [<] call note.

166 For example: Responses to the CMA’s phase 2 questionnaire, question 3, from: [<]; [¢<]; and [¢<]. See also [¢<] calll
note.

67 Responses to the CMA’s phase 2 data request from: [&<]; [¢<]; and [<].

168 For example, [$<] research indicates that consumers look for a selection of products within a certain price bracket —
sometimes narrowing [¢<] before visiting a retailer. Many customers search online for a product within a price range (as
opposed to looking for a specific brand). Many will find a product they like, within budget and then compare prices across
retailers, often those they have used before. There is [¢<] to specific retailers ([¢<] response to the CMA’s phase 2 data
request).

169 Parties’ initial submission, 24 October 2023, paragraphs 7.9-7.10.
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(a) the upfront price of a product is a [<] factor for many consumers'’® and is
likely to have become more important in the context of recent inflation; "’
albeit price sensitivity varies across demographics and level of wealth;'"2

(b) the upfront price is typically more important than the lifetime cost of an
appliance; while some consumers value energy efficiency,'”® which in turn
influences lifetime cost, other consumers either [<] value energy efficiency
or running costs, or [¢<] on efficiency compared to upfront price;'’* and

(c) consumer choice is also influenced by a variety of non-price factors such as
reliability, brand or certain premium features including aesthetics and
technology.'”® There is some evidence that reliability is particularly important
amongst these factors.”®

7.14  The Parties have also argued that brand is less important to consumers’
purchasing decisions than other factors, particularly because consumers do not
have high brand loyalty when making MDA purchases. The Parties also submitted
that the importance of brand awareness is overstated by their competitors
because brand awareness does not correlate with brand loyalty.'”” However, a
range of evidence from the Parties,'”® customers'”® and suppliers (also discussed
below at paragraph 7.51)'8, as well as the decisions of suppliers to maintain
multiple brands, demonstrates that brand is important in relation to consumer
choice and that different brands target different audiences.

Summary of the evidence on customer and consumer preferences

7.15  Our provisional view is that various factors are important to customers’ and
consumers’ choices. While customers have a degree of influence over consumer
choice, they will typically seek to cater to consumer preferences. While consumer
preferences vary, overall, the most important factors shaping consumer choice
appear to be upfront price, reliability and brand.

170 For example, the vast majority of customers (19 out of 20) when asked about consumer preferences stated that price
was an important factor to consumers when making decisions. Responses to the CMA’s phase 1 questionnaire. See also
Arcelik’s internal document.

71 For example, Arcelik’s internal document. For example, [¢<] stated that volumes of sales at the lower/mid-level of the
MDA range were ‘suggesting the current tight economic backdrop has heightened price sensitivity’ ([¢<] call note).

172 [5<] response to the CMA’s phase 1 questionnaire.

173 For example, Whirlpool’s Internal document.

74For example, Argelik’s internal document.

175 For example, Argelik’s internal document.

176 Arcelik internal document and FMN.

77 Parties [<].

78 For example, Argelik internal document.

79 For example, the majority (14 out of 20) of customers stated brand is an important factor to their consumers. Source:
responses to the CMA’s phase 1 questionnaire.

180 For example, [¢<] stated that one of the key constraints preventing [¢<] from expanding to supply retailers such as
[¢<], [<] and [&] in the UK is that the [¢<] larger retailers are generally reluctant to pick up new suppliers with low brand
awareness in the UK ([¥<] call note).
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The competitive landscape

Current shares of supply

7.16

717

7.18

Current shares of supply (by volume in 2022) for each MDA category are
presented in Table 7.1.8" As shown in the Table, the Parties have a material
share of supply in each MDA category, albeit somewhat lower shares in ovens and
(particularly) hobs than other categories. The Parties generally have similar shares
to each other, with Arcgelik being slightly larger in some categories

(eg dishwashers) and Whirlpool in others (eg washing machines).

The shares of third-party suppliers differ substantially across MDA categories. For
example, Haier Group’s'8? share is much larger in washing machines [10-20]%
and tumble dryers [20-30]% than in other MDA categories, BSH’s share is
particularly high in dishwashers [30-40]% and ovens [20-30]%, and Electrolux’s
share is much higher in ovens [10-20]% and hobs [20-30]% than other categories.

In addition to manufacturer-branded products (such as the Parties’ Beko, Indesit
and Hotpoint brands), each MDA category also includes several Private Label
brands. Although each of these brands is distinct, it is common in the industry to
refer to them collectively, in part due to data availability. We follow this practice,
although we refer to individual brands where relevant. As shown in Table 7.1, the
share of Private Label brands varies materially across categories — ranging from
[10-20]% in washing machines to [30-40]% in cookers. As a result, the competitor
set that the Parties face differs across MDA categories.

Table 7.1: Share of supply across MDA categories, by sales volumes

%

2022 estimated market share, by volume

Washing machines Tumble Dishwashers Cookers Ovens Hobs
dryers

Argelik [10-20] [20-30] [20-30] [20-30] [10-20] [10-20]
Whirlpool [20-30] [10-20] [10-20] [20-30] [10-20] [5-10]
Combined [30-40] [40-50] [30-40] [40-50] [20-30] [10-20]
BSH [10-20] [5-10] [30-40] [0-5] [20-30] [20-30]
Haier Group [10-20] [20-30] [0-5] [0-5] [0-5] [0-5]
Hisense [0-5] [0-5] [0-5] [0-5] [0-5] [0-5]
Samsung [10-20] [5-10] [0-5] [0-5] [0-5] [0-5]
Electrolux [0-5] [0-5] [5-10] [0-5] [10-20] [20-30]
Private Label [10-20] [10-20] [10-20] [30-40] [10-20] [10-20]
Other [5-10] [0-5] [0-5] [10-20] [5-10] [10-20]

Source: GfK Data.

81 We have presented figures for 2022 as it the latest full year of available data. We have commented on any material
changes that occurred during 2023 (Jan-Nov) elsewhere in the report, where relevant.

82 We understand that Hoover Limited distributes the MDA products of the Haier, Hoover, Candy brands in the UK, as
Hoover Limited acquired the trade, assets and liabilities of Haier Appliances UK Co., Ltd. on 2 October 2023 (see Hoover
Ltd, Annual Report for the year ending 31 December 2022,page 53). Hoover Limited is ultimately owned by the Haier

Group (see Hoover Ltd, Annual Report for the year ending 31 December 2022, page 2, Haier website and Haier Europe
website). Accordingly, we use the term ‘Haier Group’ when referring to the legal entity(ies) that sell the relevant MDA
products of Haier, Hoover and Candy brands in the UK.
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Changes in shares of supply over time

7.19

7.20

7.21

The Parties submitted that UK and European MDA markets have changed
considerably over the past decade, driven by an influx of Chinese and South
Korean providers (such as the Haier Group, Hisense, Midea and Samsung). 83
The Parties noted that the collective (value) share of Chinese and South Korean
providers (across MDA categories) has grown by approximately [10-20]
percentage points in the UK since 2010, and that over the same period,
Whirlpool’s market share has declined [¢<] — also by approximately [10-20]
percentage points. '8

We recognise that the competitive landscape has changed considerably over the
past decade, and that Whirlpool’s market position in particular has declined.
Between 2018 and 2022 however, changes in the overall competitive landscape,
particularly for branded MDA products, have been more modest. Whirlpool's
position in most MDA categories has been relatively stable for example, with only
very moderate changes in its share of supply. In washing machines for example,
Whirlpool's share of supply changed by just [0-5] percentage points between 2018-
2022, and [¢<] slightly in 2023."8 The exception to this is tumble dryers, in which
Whirlpool's share has continued to [<] decline — falling from [30-40]% in 2018 to
[10-20]% in 2022.

We note that the collective share of supply of Private Label brands has grown
considerably over the last five years, increasing by at least [5-10] percentage
points in each MDA category (except washing machines), with growth of over [10-
20] percentage points in tumble dryers and cookers. As shown in Table 7.1 above,
Private Label brands now account for a material share of supply in each MDA
category, and certain brands account for a much higher share of sales at their
respective retailers. 8

Price range analysis

7.22

MDA products are sold at very different price points, with washing machines (for
example) ranging from around £200 to over £1,000.'8" As set out above,
consumer choices are determined by a range of factors, although the Parties’
internal documents and third-party evidence show that price is an important
indicator of closeness of competition. In addition, different MDA suppliers’ sales
are concentrated at different points within these ranges. Therefore, and given the
evidence regarding the importance of price to consumers (see paragraph 7.13),

183 parties’ initial submission, 24 October 2023, paragraph 5.1

184 Parties’ initial submission, 24 October 2023, paragraphs 1.8.6 and FMN.

185 Qver the eleven months January — November 2023 Whirlpool’s share in washing machines averaged [20-30]%.
186 See for example paragraphs 8.16 and 8.50.
87 Unless otherwise stated, we use the term ‘price’ to refer to the price paid by consumers.
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7.23

7.24

7.25

7.26

we have considered shares of supply in different price segments as one factor
informing our assessment of closeness of competition between suppliers.

We have presented the details of our price range analysis in Appendix C, and
Table 7.2 below presents an example price distribution for washing machines. The
price range analysis shows that the Parties make the majority of their MDA sales
at the ‘low’ to ‘mid’ price points, with a strong market position in the £200-400 price
range.

Other suppliers such as Haier Group and Hisense are present at similar prices as
the Parties. BSH and Samsung make most of their sales at prices above those at
which most of the Parties’ sales are made, while Private Label sales are generally
concentrated at prices lower than those of the Parties. For example, GfK data (for
2022) shows that in washing machines, the Parties made most ([60-70]%) of their
sales at prices between £250 and £350, with approximately [10-20]% of their sales
at prices below £250 and [10-20]% at prices above £350. By comparison, [50-
60]% of Private Label sales were made at prices below £250, while almost all ([90-
100]%) of BSH and Samsung sales were made at prices above £350.

The price range analysis should not be interpreted as identifying precise
boundaries within which products and suppliers compete with each other, as
products with different prices are substitutes to each other to varying degrees and
price is just one factor influencing consumer choice. Therefore, we would expect
BSH and Samsung's products to exert a constraint on the Parties' products priced
below £350 even though BSH and Samsung make few sales below this price;
similarly, we would expect Private Label brands to exert a constraint above £250.

While the price range analysis is just one factor in our competitive assessment, it
provides a good indication of the price points at which different suppliers are
currently competing and informs our assessment of the closeness of competition
between suppliers for each MDA category in chapter 8.

Table 7.2: Distribution of washing machine sales across price ranges, 2022

2022 estimated volume share (%), by £100 price range

£100-200 £200-300 £300-400 £400-500 £500-600 £600+
Whirlpool [0-5] [20-30] [30-40] [5-10] [0-5] [0-5]
Argelik [50-60] [20-30] [10-20] [6-10] [0-5] [0-5]
BSH [0-5] [0-5] [10-20] [10-20] [10-20] [30-40]
Private Label [20-30] [30-40] [0-5] [0-5] [0-5] [0-5]
Electrolux [0-5] [0-5] [0-5] [0-5] [0-5] [10-20]
Haier Group [0-5] [10-20] [20-30] [10-20] [10-20] [0-5]
Hisense [5-10] [0-5] [0-5] [0-5] [0-5] [0-5]
Samsung [0-5] [0-5] [0-5] [40-50] [40-50] [10-20]
Other [10-20] [0-5] [0-5] [5-10] [10-20] [30-40]
Total 100 100 100 100 100 100
Share of all sales in price range [0-5] [30-40] [20-30] [20-30] [5-10] [5-10]

Source: GfK Data.
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The Parties’ key competitors

7.27

In this section we summarise the general evidence we have received regarding
closeness of competition between the Parties and third-party suppliers. Many
suppliers are active across multiple MDA categories and, as such, much of the
evidence we have received (including internal documents from the Parties and
third-party evidence) is based on competitive conditions across MDA categories.
We therefore summarise this general evidence here, which informs (and should be
read alongside) the category-specific evidence set out in chapter 8.

Evidence on closeness of competition between the Parties

7.28

7.29

The evidence that we have received consistently shows that the Parties compete
closely with each other across multiple MDA categories. This is reflected in the
shares of supply and price range analysis (Appendix C) which show that the
Parties have a strong market position in most MDA categories, and offer products
at similar price points. This is also reflected in the Parties’ internal documents, in
which they regularly monitor each other’s price and sales movements. Namely,
Argelik explicitly refers to Whirlpool as its ‘[e<] or [é<] competitor in several
documents; '8 similarly, a Whirlpool document warns that [$<], simultaneously
noting that ‘[8<]’.189

Third party evidence also shows that the Parties are close competitors. In each
MDA category under consideration, for example, the large majority of customers
listed the Parties amongst each other’s top three competitors.’® Further, a number
of third parties told us that the Parties’ main brands — Beko, Hotpoint and Indesit —
largely compete in the same price segments, described for example as ‘below
mid-market’, and ‘entry to mid-price’.®’

Evidence on alternative competitive constraints

7.30

7.31

As shown in Table 7.3, customers listed a range of third-party suppliers as
competitors to the Parties in different MDA categories.'®? We summarise the
evidence on closeness of competition between the Parties and these suppliers
below.

We focus here on those suppliers that are present across all (or almost all) MDA
categories: Haier Group, BSH, Private Label brands, Electrolux and Hisense.
There are several other suppliers active in the UK, which are comparatively strong

188 Arcelik’s internal document; Arcelik internal document.

189 Whirlpool internal document.

190 Responses to the CMA’s phase 1 questionnaire.

191 [8<] call note. [8<] call note. [¢<] call note. [¢<] call note. [<] call note. [¢<] call note. [¢<] call note. [¢<] response to
the CMA’s phase 2 questionnaire.

192 Responses to the CMA’s phase 1 questionnaire.
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in specific MDA categories — such as Samsung and LG in washing machines and
tumble dryers. These suppliers are discussed further in chapter 8, where we
assess competitive conditions in each MDA category.

Table 7.3: Number of customers listing each third-party supplier as one of either Argelik or
Whirlpool’s top three competitors

Washing machines Tumble dryers Dishwashers Cooking appliances
Total responses 19 19 19 19
Haier Group 15 16 9 5
BSH 9 9 15 12
Private Label 4 5 5 6
Electrolux 5 4 5 9
Samsung 2 3 0 0
Hisense 1 0 2 2
Other 0 0 0 2

Source: Responses to the CMA’s phase 1 questionnaire.
Note: For [5<], we have included the top-three competitors to the Beko and Hotpoint brands.

7.32

7.33

7.34

7.35

Haier Group (Hoover, Candy and Haier brands)

The evidence shows that the Haier Group (primarily through its Hoover and Candy
brands) is a close competitor to both Argelik and Whirlpool, particularly in washing
machines and tumble dryers. As shown in Table 7.3 above, a large majority of
customers listed the Haier Group as one of the Parties’ closest competitors in
washing machines and tumble dryers, and almost half of customers did so in
dishwashers. This is consistent with the shares of supply and price range analysis,
which shows that the Haier Group has a comparatively strong market position in
washing machines and tumble dryers and sells products at similar price points to
the Parties across all MDA categories.

The Parties’ internal documents [¢<] the Haier Group, including its Candy and
Hoover brands in [6<].79 Some Arcelik internal documents also refer to [<],
alongside Whirlpool, as its ‘[¢<] competition’.%4

BSH (Bosch, Neff and Siemens brands)

BSH is active across all MDA categories and is considered by many customers
(Table 7.3) to be amongst the Parties’ closest competitors in each MDA category.
This is particularly notable in dishwashers, which is consistent with BSH’s large
share of supply in this category ([30-40]% by volume in 2022).

As shown in our price range analysis (Appendix C), however, BSH'’s products are
generally priced above those of the Parties, and this was noted by several
customers.'%® Some third parties also told us that BSH’s products compete most

193 For example: Argelik’s internal document or Whirlpool Internal Document.

194 Arcelik’

s internal document.

195 Notes of calls with: [6<]; [¢<]; and [¥<].
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7.36

7.37

7.38

7.39

7.40

strongly with the Parties’ higher priced products and brands (such as Blomberg
and Grundig),'®® and/or for consumers that consider factors such as quality,
longevity and running costs.'¥” This price differentiation is also reflected in the
Parties’ internal documents: whilst the Parties regularly monitor developments in
BSH’s [¢<],"%8 BSH is more frequently referred to as a competitor to Argelik’s more
[6<] brands ([¢<]),'®° and less frequently in the context of the Parties’ [¢<] brands
([3<]).2%0

Overall, the evidence shows that BSH exerts a competitive constraint on the
Parties, albeit to varying degrees across different MDA categories (see chapter 8),
and it exerts a stronger constraint on the Parties’ higher priced products and
brands.

Private Label brands

The Parties’ customers can choose to (and many do) supply their own Private
Label products rather than relying on products from branded manufacturers. As
such, increased use of Private Label brands is one of the options available to a
customer as they negotiate with a supplier. We have, therefore, considered
evidence regarding the competitive constraint on the Parties from Private Label
brands.

Only a small number of customers listed Private Label brands amongst the
Parties’ closest competitors (Table 7.3), although when specifically asked, around
two thirds of customers told us that Private Label brands compete with the
Parties.?°" Some customers also told us that they have previously either expanded
or considered expanding their range of Private Label products to replace products
from the Parties.?%?

Several customers stated that Private Label products are typically priced at the
entry level,?%3 and this is clearly reflected in our price range analysis. Some
customers also told us that Private Label brands may be disadvantaged in terms
of brand equity compared to other low or entry level brands such as Indesit.2%4

The Parties monitor and comment on the performance of Private Label brands in
their internal documents.?%® Some documents discuss Private Label brands as [¢<]

196 Notes of calls with: [¢<] and [<].

97 Notes of calls with: [¢<] and [¢<].

198 For example, FMN.

199 For example, Argelik’s internal document.

200 Whirlpool Internal Document.

201 The CMA asked customers to what extent they considered that Private Label MDA products competed against the
MDA products offered by Argelik and Whirlpool (CMA questionnaire).

202 Responses to the CMA's phase 2 questionnaire from: [<]; [¢<]; and [<].

203 Call notes: [¥<]; [¥<]; and [¥<]. [&<] response to the CMA’s phase 1 questionnaire. Responses to the CMA’s phase 2
questionnaire from: [<]; and [<].

204 [5<] response to the CMA'’s phase 1 questionnaire; [8<] call note [¢<].

205 For example, Arcelik internal document and FMN.
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7.41

7.42

7.43

7.44

7.45

competitors to the Parties’ entry level products;2° for example, a 2022 review of
the performance of Whirlpool’s washing machines conducts a ‘head-to-head
comparison’ between Indesit, [¢<] and Private Label brands. The same document
notes that [6<].207

Overall, the evidence above shows that Private Label brands exert a competitive
constraint on the Parties, albeit to varying degrees across different MDA
categories (see chapter 8) and exert a stronger constraint on the Parties’ ‘entry’
and ‘low’ priced products.

Electrolux (Zanussi and AEG brands)

Electrolux was listed by several customers as one of the Parties’ closest
competitors across all MDA categories, especially in cooking appliances

(Table 7.3). Indeed, the evidence shows that Electrolux is a [¢<] competitor to the
Parties in ovens and hobs, for example being [$<]?% (with [¢<] mentioned as a [<]
competitor in both ovens and hobs, and [¢<] primarily mentioned in relation to
ovens).2%°

Electrolux is [¢<] monitored in the Parties’ internal documents in other MDA
categories (washing machines, tumble dryers and dishwashers),?'® and although it
was listed by several customers as a competitor in these categories (Table 7.3),
these responses were from smaller customers.?!" We note however that one large
customer submitted that it had previously removed Hotpoint from its range,
favouring Zanussi instead. The customer told us that Hotpoint and Zanussi were
‘in the same price range and doing a similar job’.2'?

Our provisional view is therefore that Electrolux competes closely with the Parties
in the supply of ovens and hobs and is considered to be a viable alternative to the
Parties by some customers across all MDA categories.

Hisense

Hisense currently has relatively low shares in all MDA categories under
consideration, and only a small number of customers listed Hisense as one of the
Parties’ closest competitors (Table 7.3). Some customers also told us that Hisense
currently lacks the mature infrastructure and/or brand strength to be a strong
competitor to the Parties, although some other customers told us they would

206 For example, a 2022 presentation by Arcelik divides the market by price segments placing trade brands in the bottom
segment with a Pl < [X]%. Argelik’s internal document.

207 FMIN.

208 For example: FMN and Argelik internal document.

209 For example: FMN.

210 For example, Whirlpool internal document and Whirlpool Internal Document.
2], [<], [<], [5<], [<] and [<].

212 [8<] calll note.
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7.46

7.47

7.48

consider Hisense as an alternative to the Parties’ products if the Parties increased
their prices.?'3

Hisense has steadily increased its share of supply across several MDA categories
since 2018, including at the low-mid price points where the Parties are most
active.?'* Hisense is also monitored in several competitor analyses and
benchmarking exercises in the Parties’ internal documents. Further, Argelik’s
internal documents repeatedly [¢<] about Hisense’s recent market share gains,
[¢<],2"® and considering it to be an [¢<] competitive threat, particularly for Beko’s
[¢<] range.?'® As discussed below (paragraph 7.55), a third party supplier has also
referred to the threat from Hisense in its internal documents.

Finally, two large customers told us that Hisense has the potential to expand
further, and is likely to become [<] in the future. This is consistent with the
evidence we discuss below in paragraphs 7.53 to 7.57.

Overall, our provisional view is that Hisense has already gained a material
presence in the relevant markets — it has steadily expanded over the last five
years and is listed by almost all major retailers — and the threat of further growth
from Hisense is likely to exert a material competitive constraint on established
suppliers, including the Parties.

Entry and/or expansion

7.49

7.50

Entry and/or expansion which would have occurred irrespective of the Transaction
is relevant for assessing closeness of competition on a forward-looking basis, eg
where there is evidence that certain competitors have the ability and incentive to
expand into certain segments and increase their competitive pressure on the
Parties.

To understand the implications of potential entry and/or expansion by competitors
(irrespective of the Transaction) we have sought and considered evidence
regarding the nature and scale of barriers to entry and/or expansion, and we have
assessed the ability and incentive of third parties to enter and/or expand in light of
the evidence on such barriers.

Evidence on barriers to entry and/or expansion

7.51

We have identified four broad categories of barriers to entry and/or expansion in
the supply of branded MDA products related to:

213 Call notes from: [6<]; [¢<]; [<]; and [¢<] response to the CMA’s phase 2 questionnaire.

214 GfK data shows that Hisense has continued to gain share in 2023 (over January to November), meaning that the
figures in Table 7.1 underestimate its latest market shares.

215 For example, Argelik’s internal document and_Arcelik’s internal document.

216 For example, Argelik’s internal document.
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7.52

(@)

(b)

(d)

Brand. Third party evidence consistently shows that brand is one of the major
barriers to entry and/or expansion. For example, building brand awareness
and investing in brand marketing was mentioned as a barrier by the large
majority of suppliers (10 out of 11) that provided evidence.?'”

Production capabilities. The majority of third party suppliers submitted that
various aspects of production act as barrier to entry and/or expansion,
because significant investment is required into product innovation and
technology/features,?'® and because repurposing existing factories to expand
into a new MDA category would be complicated or difficult to achieve.?'®
Some suppliers also submitted that it is necessary to achieve scale and/or a
competitive cost base, particularly to compete successfully in lower price
segments.?20

Distribution. The maijority of third party suppliers identified various aspects of
distribution as a barrier to entry and/or expansion, particularly with regards to
establishing or expanding relationships with retailers,??' and setting up and
maintaining reliable supply chains and storage.???

Aftersales. Several suppliers??® identified the need to develop an aftersales
service (eg an engineering network for servicing or repairing appliances) as a
potential barrier to entry and/or expansion. However, some third parties also
noted that a supplier may choose to rely on the retailers’ ability to offer
services such as delivery, aftersales or warranty, and [¢<] stated that
providing aftersales through a third party is not a major competitive
weakness.??* The Parties noted that several suppliers (including [¢<]) do not
have their own aftersales network and outsource their repair services to third
party providers.22°

Below we provide an assessment of the ability and incentive of third parties to
enter and/or expand, in light of the barriers discussed above. This assessment is
based on evidence from a range of sources, including submissions, responses
and internal documents collected from third parties. In presenting this evidence,

we have focussed on those suppliers which we consider have the greatest ability

and incentive to enter or expand, and whose entry/expansion is likely to have the

217 Call notes: [¥<]; [¥<]; [¥<]; and [¢<]. Responses to the CMA’s phase 2 questionnaire: [<]; [(<]; [<]; [<]; [¢<]; and

[5<].

218 Call notes: [¢<] and [¢<]. Responses to the CMA’s phase 2 questionnaire from: [&<]; [¢<]; [¢<]; and [¥<].

219 Responses to the CMA’s phase 2 questionnaire: [$<] and [<]. Call notes: [¢<] and [¢<].

220 Responses to the CMA’s phase 2 questionnaire from: [¢<]; [6<] and [$<]. [<] note that ‘to be relevant in this market
requires 5-10% market share’ ([5<] call note).

221 Responses to the CMA’s phase 2 questionnaire: [$<]; [¢<] and [¢<]. Call notes: [<]; [5<]; [$<] and [&<].

222 Responses to the CMA’s phase 2 questionnaire: [$<]; [¢<] and [$<]. Call notes: [¢<] and [¢<].

223 Responses to the CMA’s phase 2 questionnaire: [<]; [¢<]; and [<].

224 Response to the CMA’s phase 2 questionnaire: [<]. Call notes: [¢<]; and [<].

225 Parties observations on common features across the MDA4 markets.
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greatest impact on competitive conditions in the MDA markets under
consideration.

Our assessment of potential entry and/or expansion

7.53

7.54

7.55

7.56

Hisense

Expansion plans. Hisense told us that it has [¢<], and it provided [$<].?%¢ It told us
that it plans to be positioned [<].

Past expansion in related markets. Over the last five years, Hisense has gradually
gained market share across different MDA categories, including in the low-mid
price ranges.??’ Hisense also has an established market position in fridges and
freezers, having acquired the Fridgemaster brand in 2012.

Competitor and customer views. Hisense’s growth has been monitored in the
Parties’ internal documents ([¢<]), and several third parties told us that they expect
Hisense to be a stronger competitor in the future.??8 We also received an internal
document from a third party competitor from 2023 which states that Hisense is well
positioned to grow further and is viewed as a competitive threat.?2°

We have also considered Hisense’s ability to overcome the barriers to entry and/or
expansion we identified at paragraph 7.51:

(a) Brand. Hisense has invested significantly in brand promotion, including
sponsorship of major sporting events, increased prominence in retail stores,
and purchasing space at trade fairs.?% In addition, the evidence shows that
Hisense’s brand awareness has grown considerably since 2018, likely due in
part to its presence in other markets such as consumer electronics, albeit
[]_231

(b) Production capabilities. Hisense told us that its acquisition of Gorenje (an
MDA supplier based in Slovenia) in 2018 provided it with [¢<]. Hisense has
[6<], providing a European manufacturing base.?*?

(c) Distribution and aftersales. Hisense’s MDA products are listed at almost all
major retailers, and we have not received evidence that it has weak
distribution or supply chains (we also note that many of its products are now

226 [8<] calll note and [¢<] response to the CMA’s s109 notice.

227 Across all MDA categories, Hisense’s share grew by [0-5] percentage points between 2018 and 2022. Hisense
continued to grow its share in 2023, for example, over the three months September to November 2023, Hisense share in
dishwashers rose to [5-10]% (up from [0-5]% in 2022) and in washing machines to [0-5]% (up from [0-5]% in 2022).

228 Call notes: [¥<]; [<]; and [¥<].

229 [8<] response to the CMA'’s s109 notice.

230 pParties’ submission on Asian suppliers entry and expansion in the UK MDA sector.

231 pParties’ supplementary submission on brand awareness. We note that other evidence suggests Hisense has lower
brand awareness than in the evidence submitted by the Parties ([¢<] response to the CMA’s s109 notice).

282 [8<] calll note.
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7.57

7.58

7.59

7.60

7.61

produced in Europe). Some third parties told us that Hisense has relatively
weak [$<]?33 because it [¢<] is relatively common across the industry, and
Hisense told us that [¢<] (see paragraph 7.51).

In summary, Hisense has steadily expanded its UK presence in recent years, and
based on evidence from a range of sources, we consider that it has the ability and
incentive to further expand. Our provisional view is that the threat of further growth
from Hisense is likely to exert a material competitive constraint on established
suppliers, including the Parties. We discuss the implications for each of the MDA
categories under consideration in chapter 8.

Haier Group

Expansion plans. Haier Group submitted its internal projections showing that [¢<].
In addition, [6<].234

Past expansion in related markets. As set out above, [¢<] the Haier Group grew its
shares of supply by a few percentage points since 2018, particularly in washing
machines and tumble dryers, although its shares were stable or slightly declining
more recently, in 2023.23% However, the Haier Group is already a well-established
supplier in several MDA categories.

Competitor and customer views. As set out above, evidence from third parties and
the Parties’ internal documents show that the Haier Group is a close competitor to
the Parties, particularly in washing machines and tumble dryers. A third party
supplier also told us that that [$<].236

In terms of the Haier Group’s ability to overcome the barriers to entry and/or
expansion identified in paragraph 7.51, we note that:

(@) Brand. The Haier Group acquired the Candy and Hoover brands in 2018
which were already established brands in washing machines and tumble
dryers. The Haier Group told us that [6<].237

(b) Production capabilities. The Haier Group stated that [<]. Haier Group has
also [<].238

233 [&<] calll note.

234 [&<] response to the CMA’s s109 notice.

235 Based on GFK data over January to November 2023.

236 [8<] call note.

287 [¥<] call note.

238 [8<] calll note and [¢<] response to the CMA’s s109 notice.
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(c) Distribution and aftersales. The Haier Group told us that it is already present
across all major retail channels [6<].23° [6<].240

7.62 In summary, the evidence shows that the Haier Group is already a close
competitor to the Parties (particularly in washing machines and tumble dryers),
and is well placed to expand further. We consider the implications of this with
regard to specific MDA categories in chapter 8.

Other suppliers

7.63 The evidence we have received in relation to other MDA suppliers shows that any
potential expansion is unlikely to materially increase the competitive constraint that
these suppliers exert generally on the Parties.?*' However, where there is
evidence on potential expansion that is relevant to a specific MDA category, we
have taken this into account in chapter 8.

239 [&<] calll note.

240 [8<] response to the CMA's s109 notice.

241 We received evidence on the entry and/or expansion plans of a wide range of competitors, both manufacturer-
branded and Private Label ([$<], [<], [<], [<], [<], [<], [¢<], [¥<], and [] ([¢<], [<], [¢<], [<], [¥<], [¢<]). This
evidence was based on calls and/or information requests with the relevant third parties.
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8. COMPETITIVE ASSESSMENT FOR EACH MDA
CATEGORY

8.1 In this chapter, we present our provisional competitive assessment for each MDA
category — ie washing machines, tumble dryers, dishwashers, cookers, ovens and
hobs. This takes account of Whirlpool’s ‘Continuation Scenario’ in each MDA
category; evidence regarding closeness of competition between the Parties and
with third party suppliers; and (where relevant) evidence on the entry and/or
expansion plans of third party suppliers.

8.2 This chapter should be read alongside chapter 7, which covers issues and
evidence that are applicable across MDA categories.

Washing machines

The Continuation Scenario

Whirlpool’s submissions

8.3 Whirlpool told us that under the Continuation Scenario it would have [$<].242
Whirlpool submitted that [6<],243 [6<].244

8.4 Whirlpool told us that this strategy was presented to its board in August 2022, and
reflected in its internal documents. For example, an October 2022 document
stated that Whirlpool's approach would be to [$<].245 Whirlpool submitted that
[]_246

Our assessment

8.5 As shown in Table 8.1, Whirlpool's washing machines product line (at the EMEA
level) [<]. [<].

Table 8.1: [K]

[+<]

Source: CMA analysis.
Note: The figures in this table [5<].

8.6 The figures in Table 8.1 show that Whirlpool’s washing machine product line has
[<], with [<]. This [<], and we note that such plans were presented to the board

242 Whirlpool [$<] and Parties [$<].
243 [5<].

244 Whirlpool [£<].

245 Whirlpool internal document.
246 \Whirlpool [¥<].
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8.7

8.8

8.9

in 2022.247 The need to [<] is supported by the evidence we received from
alternative purchasers, as discussed in chapter 4.

We recognise that Whirlpool had [¢<], which is supported by [¢<]. There is also
some evidence to support Whirlpool’s submissions that [¢<]. This is reflected in
some internal documents (paragraph 8.4 above), and Whirlpool provided some
[]_248

We note however that there is uncertainty over [<]. One alternative purchaser for
example told us that [<]. We understand that [$<].24°

Our provisional view is therefore that, absent the Transaction, Whirlpool would
likely be a [<] in the supply of washing machines than it is currently. Whilst we
have not received evidence to show that [<], the evidence shows that it is likely
that it would seek to [<], and its market position would therefore likely [¢<] at the
low-mid price points. We have taken this into account in our competitive
assessment below.

Competitive assessment

8.10

8.11

The below sections assess the evidence we have received on closeness of
competition and alternative competitive constraints in the supply of washing
machines. This evidence shows that whilst the Parties are two of the largest
suppliers of washing machines and are close competitors, they face competitive
constraints from a range of suppliers. This includes Private Label brands (whose
sales are focussed primarily on the lower price points), the Haier Group and
Hisense (whose products are similarly priced to the Parties') and suppliers such as
BSH, Samsung and LG (whose products are typically higher priced than the
Parties). As discussed below, some of these competitors are also well-positioned
to expand further and thus are likely to exert a stronger competitive constraint on
the Parties than they do currently.

Closeness of competition between the Parties

A range of evidence shows that the Parties are close competitors in the supply of
washing machines. Shares of supply (Table 7.1) show that the Parties are
currently two of the three largest suppliers, and our price range analysis
(Appendix C) shows that their sales are concentrated at similar price points.
Further, almost all customers listed Argelik and Whirlpool amongst each other’s
closest competitors.2%°

247 FMN.

248 Parties [<].
249 [8<] call note.
250 Responses to the CMA’s phase 1 questionnaire.
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8.12

The Parties’ internal documents also identify each other as close competitors in
washing machines. For example, an Arcelik document from 2022 identifies Indesit
as one of Beko’s [¢<] competitors’ at [¢<] price points, and states that Indesit’s
share has [8<].2%! Similarly, a Whirlpool document from 2022 benchmarks Indesit
against Beko and Private Label brands, noting several times that Indesit is [<] to
these brands due to [$<].252

Alternative competitive constraints

8.13

8.14

8.15

8.16

Haier Group

The evidence shows that Haier Group is a close competitor to the Parties in the
supply of washing machines, with comparable shares of supply (Table 7.1) and
operating at similar price points (Appendix C). Several third parties told us that
Haier Group is a credible alternative to the Parties,?>? and large majority of
customers listed it as one of the Parties’ closest competitors (Table 7.3).

As noted in chapter 7, several internal documents refer to the Haier Group as a
[¢<] competitor, and this is often in the context of washing machines specifically.
For example, the Parties [¢<] Haier Group’s market activity in washing
machines,?%* and internal documents refer to it as a [¢<] competitor in this
category.?%5

[6<].2%¢ We therefore expect the Haier Group to remain a close (and potentially
even stronger) competitor to the Parties post-Transaction.

Private Label brands

Private Label brands currently account for a somewhat lower share of supply in
washing machines than they do in other MDA categories (Table 7.1). However, the
Parties have provided evidence which shows that several Private Label brands
(such as [<] and [$<]) have expanded their ranges in recent years,?” and we
note that some brands (such as [¢<] and [¢<]) account for a high proportion of
sales at their respective retailers/outlets.?°® We consider that Private Label brands
therefore exert a strong competitive constraint on the Parties at these retailers,
which are amongst their largest customers. Further, because consumers compare
prices across different retailers/outlets (see chapter 7), Private Label brands exert

251 Argelik’s internal document.

252 FMN,

253 For example: [$<] call note; and responses to the CMA’s phase 2 questionnaire: [<]; [,<]; [<]; and [£<].
254 For example: Argelik’s internal document; Argelik’s internal document; Whirlpool internal document.

255 Argelik’s internal document and Whirlpool internal document.

256 [8<] response to the CMA's s109 notice.

257 Parties’ initial submission, 24 October 2023, paragraph 1.11.2; Parties [¢<]; and Parties [¢<].

258 For example, in 2022, Private label accounted for [$<]% of washing machine sales (volumes) at [<] and [6<]% at

[5<].
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8.17

8.18

8.19

8.20

8.21

a competitive constraint on the Parties (and other suppliers) beyond the specific
retailer/outlet at which they are sold.

Several of the Parties’ internal documents monitor Private Label brands,
particularly in relation to [¢<]. For example, a 2022 Whirlpool document
benchmarks the prices of Indesit [¢<] washing machines against [¢<] (and other
competitors) and notes that Indesit [¢<].25° Similarly, an Arcelik document from
2022 includes [¢<] amongst Beko’s main competitors for [¢<] washing
machines. 250

Hisense

Hisense currently has a modest share of supply in washing machines and third
parties did not identify Hisense as currently one of the closest competitors to the
Parties in washing machines (see Table 7.3). However, Hisense has grown
steadily over the last five years (including strong performance in 2023), it is listed
by almost all major retailers, its washing machines are sold at similar prices to
those of the Parties (see Appendix C) and some customers told us that they
consider Hisense to be an alternative to the Parties (see chapter 7).

Furthermore, we have received evidence that Hisense is likely to be a stronger
competitor to the Parties in the future. In line with its past expansion, investment in
brand and production capabilities and established presence across all major
retailers (discussed in chapter 7), Hisense has plans to [¢<]: internal targets show
that it [<]. [¢<], some customers told us that they expect Hisense to be a more
important supplier in the future.2%’

Therefore, whilst we have mixed evidence regarding the competitive constraint
currently exerted by Hisense in washing machines, our provisional view is that it
has the ability and incentive to expand further, increasing this competitive
constraint.

BSH

The evidence shows that BSH exerts a material competitive constraint on the
Parties, and is a particularly strong competitor to the Parties' higher priced
washing machines. Although BSH’s products tend to be sold at higher prices than
those of the Parties, there is a material overlap in the range of prices at which both
the Parties and BSH sell substantial volumes.?%? We also consider that BSH (and
other ‘premium’ providers such as Samsung and LG) exert a competitive

259 FVIN.
260 FVIN.

261 [8<] calll note; [<] call note.
262 2022 GfK data shows BSH's washing machine range starts at around £350. Around [$<] ([20-30]%) of the Parties
sales are made above this price.
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constraint on the Parties beyond the specific price points at which they operate;
partly because many consumers consider factors other than price (including
quality, features and energy efficiency), and partly because their presence at
higher price points limits the potential for price increases on lower-priced models.

8.22  Additionally, a number of customers identified BSH as a top three competitor to
the Parties in washing machines (as shown in Table 7.3), and the Parties [¢<] BSH
in their internal documents, 263 especially in relation to the Parties' [¢<] products.?%4
We also note that BSH submitted evidence showing that it [6<].265

Other competitors

8.23  We note that there are a number of other suppliers in washing machines, including
Samsung, LG and Electrolux. Our provisional view is that these suppliers compete
less closely with the Parties than those discussed above, but they are considered
to be viable alternatives to the Parties by at least some customers. Specifically:

(@) Samsung was listed as a close competitor to the Parties by only a small
number of customers (Table 7.3), although one large retailer told us that it
considers Samsung to be an alternative to the Parties in laundry, and another
large retailer listed it as one of the Parties’ closest competitors.?¢ The
Parties refer to [¢<] in their internal documents,?%” although generally as a
competitive constraint on their more [¢<] products and brands.258

(b) LG is [<] referred to in the Parties’ internal documents, and was only listed
by one customer as a close competitor to Argelik’s [$<] brand.?®® However,
we note that it has gained market share over the last five years, and a large
retailer told us that it considers LG to be an alternative to the Parties in
laundry.27°

(c) Electrolux’s share of supply in washing machines is small and has declined
over the last five years. However, Electrolux told us that [¢<] in washing
machines, and that [<].27! In addition to that, some customers identified

263 See for example Argelik internal document and Whirlpool internal document.

264 For example: Argelik internal document and Whirlpool internal document.

265 [8<] response to s1009.

266 [5<] call note and [¢<] response to the CMA’s phase 1 questionnaire.

267 For example, a 2022 presentation on [¢<] prepared for Beko’s managing director for the UK notes that ‘[<]
positioning is competitive against [8<]": Argelik’s internal document; in a 2022 range review, [¢<] (Whirlpool internal
document).

268 Arcelik’s documents often benchmark [6<] against Argelik’s [$<] brand, which is considered to be a more [é<] brand
than [<]; for example, Arcelik’s internal document; Arcelik’s internal document; and Argelik’s internal document.
Whirlpool’'s documents monitor [¢<]; when benchmarked against [¢<], the documents note that [¢<]. For example:
Whirlpool internal document; and FMN.

269 [8<] response to the CMA's phase 1 questionnaire.

270 For example, Argelik’s internal document listed [$<] (Argelik’s internal document). [¢<] call note.

211 [&<] call note.

62



Electrolux as a competitor to the Parties in washing machines (Table 7.3),
and the Parties sometimes [¢<] Electrolux in their internal documents.

Provisional conclusion

8.24

8.25

8.26

The evidence shows that the Parties are currently two of the largest suppliers, and
are close competitors to each other, in washing machines. However, our
provisional view is that Whirlpool would likely be [¢<] absent the Transaction, and
the evidence shows that the Merged Entity will continue to face competitive
constraints from a range of suppliers. In turn, customers (and consumers) will
continue to have a wide range of choices available to them.

The Haier Group is a particularly close competitor to the Parties, and it also faces
competition from Private Label brands, Hisense, BSH and Samsung (among
others). We note that several competitors, including the Haier Group and Hisense,
are well-positioned to expand further and thus are likely to exert an even stronger
competitive constraint on the Parties than they do currently.

Based on the evidence above, including in relation to Whirlpool’s likely future
market position, we provisionally conclude that the Transaction may not be
expected to raise significant competition concerns in the supply of washing
machines in the UK.

Tumble dryers

The Continuation Scenario

8.27

8.28

8.29

Whirlpool’s submissions

Whirlpool told us that under the Continuation Scenario, it would [$<].272 It would
therefore [<].273

Whirlpool told us that expected regulatory changes would mean that only heat
pump tumble dryers could be sold in the EU from 2025, and that similar regulation
was expected to be introduced in the UK.27* Further, Whirlpool told us that due to
lower demand for air-vented and condenser tumble dryers, [$<].27°

Whirlpool told us that recent benchmarking showed Whirlpool's heat pump tumble
dryers [¢<] due to the [¢<]. This, in turn, had resulted in [<]. Whirlpool stated that

272 Whirlpool [$<].
273 Whirlpool [$<].
274 FMN. This is on the basis of proposed updates to European Regulation No. 932/2012 on ecodesign requirements for

household tumble dryers, under which only heat pump dryers will meet the updated energy efficiency requirements.
275 Whirlpool [¥<].
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it had [<] in its heat pump platform, [<]. It further stated that [¢<], but this [<]
had ‘[6<].276

8.30  Whirlpool told us that [$<].2”” To support its submission, Whirlpool provided
evidence that it had [¢<].278

Our assessment

8.31  We have presented financial data below for [<]. [¢<].

Table 8.2: [K]

[+<]

Source: CMA analysis.
Table 8.3: [K]
(<]

Source: CMA analysis.

8.32  The financial information in the tables above supports Whirlpool’s submissions that
[¢<]. Further, we note that internal documents [6<].27°

8.33  Whirlpool’s internal documents show that it had been [<], and had [$<].28° We
consider that Whirlpool would therefore [é<]. This is consistent with evidence from
a third party, which told us that it believes that [<] suppliers in the UK and EU will
quickly shift to heat pump technology.?

8.34  Regarding heat pump tumble dryers, we recognise that [¢<]. We also note
Whirlpool’s submissions [¢<] decline in Whirlpool's market position in tumble
dryers over recent years. Between 2018 and 2022, Whirlpool’s UK share of tumble
dryers fell from [30-40]% to [10-20]% and in 2022 its share of heat pump tumble
dryers was just [5-10]% (although it increased from approximately [0-5]% in 2021).
We therefore consider that Whirlpool would most likely [¢<] absent the
Transaction.

8.35  We note that Whirlpool [¢<]. Whirlpool provided evidence from internal documents
[¢<], and that this option was therefore not pursued further.2®2 Whirlpool also

276 Parties [£<].

277 Whirlpool [£<].

278 Parties [$<].

279 FMN.

280 Whirlpool internal document.
281 [&<] call note.

282 parties [<].
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8.36

8.37

provided a separate internal document which estimated that [¢<] per unit.?83
Whirlpool submitted that these [$<].284 Whirlpool also submitted that [$<].28°

Based on the evidence above, our provisional view is that it is unlikely that
Whirlpool [<]. The evidence shows that Whirlpool has already [¢<]. To the extent
that it was to [<].

Overall, our provisional view is therefore that Whirlpool would most likely have [<]
tumble dryers absent the Transaction. Given the broader shift towards heat pump
products (driven by expected European regulations), Whirlpool [<]. [¢<]. We
therefore consider that it is likely that Whirlpool would [é<] absent the Transaction,
or [<].

Competitive assessment

8.38

8.39

8.40

As shown in Table 7.1, the Parties are currently two of the three largest suppliers
in tumble dryers. A range of cross-cutting evidence (discussed in chapter 7), as
well as evidence specific to tumble dryers from third parties and internal
documents, shows that the Parties are currently close competitors. For example,
the majority of customers listed the Parties as one of each other’s closest
competitors in tumble dryers,?8® and Argelik’s internal documents indicate that
Beko competes head-to-head with both Hotpoint and Indesit in the ‘[¢<] segment
of the market.?”

However, as discussed above, our provisional view is that Whirlpool would be [¢<]
in tumble dryers in the near future, and [<]. Further, Whirlpool’s market position in
tumble dryers has declined significantly over the last five years, and it has a
relatively weak position in heat pump tumble dryers specifically. Argelik is also a
weaker competitor in the heat pump segment than it is in tumble dryers more
generally. While Arcelik had a [20-30]% share across all tumble dryers, within heat
pump dryers its share was only [10-20]% in 2022.288

A range of evidence shows that the Parties face increasing competition, both
generally and in the heat pump segment, from a number of competitors including
Haier Group, BSH, Samsung and Private Label brands. Specifically:

(@) The Haier Group is one of the largest suppliers in tumble dryers, alongside
the Parties, and its tumble dryers are sold at similar price points to those of
the Parties. Haier Group is viewed by third parties as a close competitor to

283 Whirlpool internal document.

284 Parties [$<].

285 Whirlpool [$<].

286 Responses to the CMA's phase 1 questionnaire.

287 For example, Argelik’s internal document; Argelik’s internal document; and Arcelik’s internal document.
288 pParties [<].
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the Parties (eg Table 7.3) and this is consistent with evidence from [$<].28 In
addition, Haier Group submitted that [8<].2%°

(b) BSH has a smaller share than the Parties in tumble dryers as a whole and its
products tend to be higher priced than those of the Parties. However, in the
heat pump segment, BSH has a larger share of supply than the Parties. In
addition, a number of customers listed BSH as one of the Parties’ closest
competitors in tumble dryers (Table ), and [¢<].2°!

(c) Samsung primarily operates in the [<] price segments (above £500),
although we note that it has a strong market position in the supply of heat
pump tumble dryers. This is reflected in its share of supply in this segment of
the market and in [<].2%?

(d) Private Label brands account for a sizeable share of tumble dryers, both in
aggregate and in the heat pump segment, and have grown considerably over
the last five years (from [5-10]% volume share in 2018 to [10-20]% in 2022).
Several Arcelik internal documents mention competition from Private Label
brands at the entry level of the [¢<] segment, particularly from [¢<] and
[]_293

Provisional conclusion

8.41

8.42

The evidence shows that the Parties are currently two of the largest suppliers of
tumble dryers and are close competitors to each other. However, Whirlpool’s
market position has been steadily declining, and it has [¢<]. Our provisional view is
that it is likely that Whirlpool would be a [¢<] absent the Transaction, [<].

The Parties face competition from a range of suppliers including Private Label
brands (at lower price points), Haier Group (at low-mid price points and above)
and BSH and Samsung (at higher price points). Several of these competitors are
stronger than the Parties in the heat pump segment in particular. As such, and
given the evidence on Whirlpool’s likely future market position, we provisionally
conclude that the Transaction may not be expected to raise significant competition
concerns in the supply of tumble dryers in the UK.

Dishwashers

8.43

Whirlpool told us that the Continuation Scenario did not apply to its [8<].2%4
Therefore, for this MDA category, our competitive assessment below is based on

289 See for example, Argelik’s internal document; FMN; and Argelik’s internal document.
2% [5<] internal document.

291 See for example, Argelik’s internal document; and FMN.

292 Argelik’s Internal Document.

293 FMN and Argelik’s internal document.

294 Whirlpool [¥<].
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the evidence regarding current closeness of competition, alternative constraints,
and entry and expansion.

Closeness of competition

8.44

8.45

8.46

The below sections assess the evidence we have received on closeness of
competition and alternative constraints in the supply of dishwashers. The evidence
shows that the Parties currently have a strong market position in the supply of
dishwashers and are close competitors. However, the evidence also shows that
the Parties face competition from a range of suppliers including BSH and
Samsung (particularly at the mid-high price points), Private Label brands
(particularly at lower price points and at certain retailers), Haier Group and
Hisense, and that it is likely that some of these suppliers ([¢<]) will attempt to
expand further and exert a stronger competitive constraint on the Parties in the
future. Below we assess the evidence in relation to the strength of the competitive
constraint exerted by these competitors.

Closeness of competition between the Parties

As set out in chapter 7, a range of evidence from internal documents, third parties
and quantitative evidence, shows that the Parties are close competitors in
dishwashers. For example, the Parties are two of the largest suppliers of
dishwashers, make the majority of their sales at similar price points, and almost all
customers listed the Parties amongst each other’s closest competitors. Internal
documents also show that the Parties monitor each other’s prices and sales,?®°
and Argelik’'s 2023 UK business review warns that Hotpoint and Indesit (and other
competitors) are playing more competitively in dishwashers, resulting in [$<].2%

We have also carried out an econometric analysis to estimate diversion ratios
between different brands in dishwashers, using data from one retailer (see
Appendix D).?°” These results show that the Parties are close competitors in
dishwashers, with estimated diversion ratios higher than those between the
Parties and other brands. For example, the estimated diversion ratios were around
[20-30]-[20-30]% between the Parties compared to around [10-20]-[10-20]% for
the largest competitor, Bosch (BSH).

295 For example, FMN; and Whirlpool Internal Document.

2% Arcelik internal document.

297 Diversion ratios measure the proportion of customers switching away from a firm following a price increase switching
to another firms. As set out in Appendix D, we have focused on dishwashers because Whirlpool told us that [¢<], and as
a result, the estimation of a consumer demand model, which uses historic data, would likely be more informative for our
assessment of dishwashers than for other MDA categories.
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8.47

8.48

8.49

8.50

8.51

Alternative competitive constraints

BSH

BSH is currently the largest supplier of dishwashers, and the majority of customers
listed BSH as one of the Parties’ closest competitors (Table 7.3). Indeed, the
Parties were less frequently listed as the closest competitor to each other,
compared to BSH. Internal documents also show that the Parties consistently [¢<]
BSH'’s performance in dishwashers and consider their [¢<] against it. For example,
Arcelik’'s 2021 strategy document implies that Arcelik’s investment should focus on
[¢<] to break [¢<] ‘[¢<], remarking that Argelik needs to [¢<] from Whirlpool in the
[<] segment as well.2%®

However, other evidence shows that BSH does not compete as closely with the
Parties as they do with each other. For example, in our econometric analysis
(Appendix D), Bosch (the main brand of BSH) was the competitor with the second
highest estimated diversion ratio from each of the Parties (around [10-20]%) but its
diversion ratios were smaller than those between the Parties (around [20-30]%).
Further, BSH makes most of its sales at higher price points than the Parties
(Appendix C), and in the Parties’ internal documents, BSH’s [é<] are often
monitored in relation to the Parties’ [¢<] products and brands.?%®

Overall, our provisional view is that BSH exerts a competitive constraint on the
Parties, particularly for the Parties’ higher priced products and brands.

Private Label brands

Private Label brands in combination have a strong market position in the supply of
dishwashers, with a share of supply of [15-20]% in 2022, growing by around 6
percentage points over the last five years. Further, several of these brands have a
particularly strong position with specific customers, including [$<], [¢<] and [$<].30°
We consider that Private Label brands exert a particularly strong competitive
constraint on the Parties in relation to these retailers/outlets, which are amongst
the Parties’ largest customers. Further, as noted in paragraph 8.18, consumers
compare prices across different retailers, meaning that there is a means by which
Private Label brands exert a competitive constraint on the Parties (and other
suppliers) beyond the specific retailer at which they are sold.

Third party evidence also shows that Private Label brands exert a competitive
constraint on the Parties, particularly at lower price points (Appendix C). In our
econometric analysis (Appendix D), the estimated diversion ratios from Argelik and

298 FVIN.

29 Argelik Internal Document. Whirlpool's 2022 benchmarking presentation benchmarks Hotpoint's [¢<] products and the
Whirlpool brand’s products against those of Bosch (Whirlpool Internal Document).
300 Private Label shares in dishwashers (2022 by volume) were [8<]% at [$<], [¢<]% at [5<] and [<]% at [$<].
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Whirlpool to Private Label brands are lower than to each other, or to Bosch (BSH).
However, we note that Private Label sales [¢<] in the retailer's data used to
estimate the econometric model than they are at some other retailers. Therefore, if
the estimated demand model were applied across all customers, the estimated
diversion ratios to Private Label brands are likely to be higher than our estimates.

Other competitors

8.52  The largest of the remaining competitors in dishwashers are Haier Group, Hisense
and Electrolux (Table 7.1), although other suppliers such as Samsung are also
active in this category. Haier Group is currently much smaller than it is in washing
machines and tumble dryers, although almost half of customers listed it amongst
the Parties’ closest competitors in dishwashers (Table 7.3), and its products
compete across the same price points as those supplied by the Parties (Appendix
C). Similarly, several customers listed Electrolux, which has a similar share as
Haier Group in dishwashers, as a close competitor to the Parties, and it is also
active at similar price points to the Parties.

8.53  Hisense currently has a relatively small share of supply in dishwashers, although
its share has grown over the last five years (including strong growth in 2023), and
it is listed by almost all major retailers. As noted in chapter 7, one of these large
retailers told us that it considers both, the Haier Group and Hisense to be credible
alternatives to the Parties across MDA categories, and would substitute to these
providers in the event of a proposed price rise.3"

8.54  The evidence also shows that both, the Haier Group and Hisense [¢<].
Specifically, [6<] is targeting [¢<], whilst [¢<].30? As set out in chapter 7, our
provisional view is that both of these suppliers are well placed to expand further,
and we note that Hisense’s expansion to date has primarily been in the price
ranges where the Parties’ sales are concentrated. Overall, our provisional view is
that these suppliers will likely exert a stronger competitive constraint on the Parties
in the future.

Provisional conclusion

8.55 The evidence shows that the Parties currently have a strong market position in the
supply of dishwashers and are close competitors. We also recognise that the
evidence is mixed regarding the strength of the competitive constraint exerted by
competitors. For example, some internal documents, the price range analysis and
the econometric analysis are consistent with the Parties being closer competitors
with each other than they are to BSH and other suppliers.

301 [8<] call note.
302 [8<] response to the CMA'’s s109 notice and [¢<] response to the CMA’s s109 notice.
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8.56

8.57

On the other hand, a range of evidence shows that the Parties face competition
from several suppliers. In particular, the majority of customers told us that BSH
competes closely with the Parties, and some of the Parties’ largest customers told
us that BSH (and other suppliers such as Haier Group) are credible alternatives.
We also note that Private Label brands in combination have a strong market
position, account for a particularly large share of sales at some of the Parties’
largest customers, and have expanded over recent years. Furthermore, several
other suppliers are established in the UK and we have received evidence that
some of these suppliers ([¢<] and [¢<]) have the ability and incentive to continue
their recent expansion, and are likely to exert a stronger competitive constraint on
the Parties in the future.

Therefore, we consider that the Parties are subject to sufficient competitive
constraints, and we provisionally conclude that the Transaction may not be
expected to raise significant competition concerns in the supply of dishwashers in
the UK.

Cookers

The Continuation Scenario

8.58

8.59

8.60

Whirlpool’s submissions

Whirlpool told us that under the Continuation Scenario, it would have [¢<], and it
would therefore [$<].3%3 It provided evidence which showed that these plans were
presented to the Whirlpool board in August 2022.3%4

Whirlpool told us that the [<] has been [$<].3%5 Whirlpool also submitted internal
documents which showed that [$<].306

Whirlpool submitted that [¢<], in part due to broader market trends in which
demand has shifted away from cookers towards built-in cooking appliances (ie
ovens and hobs).3%” Whirlpool also provided evidence which showed that across
the EEA as a whole, cookers account for a small share of total cooking appliance
sales.308

303 Whirlpool [6<].

304 FMN.

305 Parties [$<].
306 Parties [$<].
307 Parties [¢<].
308 Whirlpool submitted that the relative share of cookers to ovens in the EEA was [8<]% to [6<]% (by value) in 2022

(Parties).
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Our assessment

8.61  We have presented financial information for Whirlpool’s [¢<] in Table 8.4. As
shown in the table, [<]. [<].

Table 8.4: [K]

[+<]

Source: CMA analysis.

8.62  Given [K], our provisional view is that it is likely that Whirlpool would have sought
to [<]. This is consistent with the proposals presented to the Whirlpool board in
August 2022, and with the broader evidence we have received from third parties
([¢<] and [<]) that Whirlpool EMEA had been [<] (see chapter 4 for details). We
further note that Whirlpool’s EMEA cooker sales are a [¢<] fraction of its total MDA
sales, and therefore the upside of any potential turnaround in cookers would likely
be limited.

8.63  Further, we recognise that Whirlpool [¢<], but an internal document (from [<])
shows that [8<].3%° A separate internal document (from [<]) looked at various
options for [¢<], all of which [<].310

8.64 Based on the above, it is our provisional view that it is most likely that Whirlpool
[¢<] supply of cookers absent the Transaction.

Provisional conclusion

8.65  We have provisionally found that Whirlpool would most likely [¢<] supply of
cookers absent the Transaction. Given the evidence regarding Whirlpool’s likely
future market position, our provisional view is that the Transaction may not be
expected to raise competition concerns in the supply of cookers in the UK.

Ovens and hobs

8.66  We have considered ovens and hobs jointly in our analysis, as cooking appliances
are frequently segmented by built-in (ie ovens and hobs) versus freestanding (ie
cookers) by third parties and in the Parties’ internal documents.3'" Much of the
evidence we have received therefore relates to both ovens and hobs. Further, as
noted below, the evidence shows that the Parties have a relatively weak market
position (particularly in hobs) and face competitive constraints across all price
points at which they operate.3'?

309 Whirlpool [$<].

310 Whirlpool [£<].

311 Arcelik internal documents.

312 We note that Whirlpool’s Continuation Scenario [¢<].
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Closeness of competition and alternative competitive constraints

8.67 As shown in Table 7.1, the Parties’ shares of supply in ovens and (particularly)
hobs are lower than in other MDA categories. Further, although the Parties offer
products at similar prices to each other and are strongest in the low-mid price
ranges (see Appendix C), the Parties’ internal documents (discussed below) show
that they monitor a range of competitors in ovens and hobs as well as each
other.313

8.68 As shownin Table 7.1, several competitors have shares higher than or
comparable to those of the Parties. In addition, the Parties face several strong
competitors across all price points. As shown in Appendix C, there are several
competitors with material shares in the low-mid price ranges, including Electrolux,
Haier Group, Hisense, and Private Label brands. The Parties face additional
constraints from suppliers such as BSH and Samsung at the higher end of their
product ranges. Further, these competitors are closely monitored in the Parties’
internal documents. For example, Arcelik’s internal documents show that it has
been tracking the market position of competitors including Whirlpool, [¢<], [<],
[$<], [¥<], [¥<] and Private Label brands.3'* [¢<] is described as being ‘very
aggressive’ at prices [$<],3'° and [<] is frequently described as Argelik’s ‘key
competitor’ in ovens.3'6 Similarly, Whirlpool also benchmarks its brands against
Arcelik, [¢<] and [<] for ovens, as well as Argelik, [<], [<], [¢<] and [<] for
hobs.3"7

Provisional conclusion

8.69 The evidence shows that the Parties have a comparatively weak market position in
both ovens and hobs, and face material competitive constraints across all price
points at which they operate. This includes Private Label brands, Electrolux, Haier
Group and Hisense at low-mid price points, and BSH at higher price points.

8.70  We therefore provisionally conclude that the Transaction may not be expected to
raise significant competition concerns in the supply of either ovens or hobs in the
UK.

313 Customers’ views on closeness of competition set out in Table 7.3 cover cooking appliances overall and do not
distinguish between cookers, ovens and hobs.

314 For example: Argelik Internal Document.

315 Argelik Internal Documents.

316 Argelik internal documents.

317 See for example FMN.
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9.1

PROVISIONAL CONCLUSIONS

As a result of our assessment set out in the preceding chapters, we have
provisionally concluded that:

(a) the anticipated joint venture between Argelik and Whirlpool constitutes
arrangements in progress or in contemplation which, if carried into effect, will
result in the creation of a relevant merger situation in respect of each of
(i) the acquisition of control (controlling interest) by Arcelik over the Whirlpool
Target Business and (ii) the acquisition of control (material influence) by
Whirlpool over the Argelik Target Business, through each of the Parties’
shareholdings and rights in Beko Europe; and

(b) the creation of each relevant merger situation may not be expected to result
in an SLC within any market or markets in the UK, including for the supply of
each of (i) washing machines, (ii) tumble dryers, (iii) dishwashers,

(iv) cookers, (v) ovens and (vi) hobs.
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