
 

 

A simple logic underpins the business of 

mergers and acquisitions: confidence in the 

corporate and political landscape makes for a 

higher likelihood for dealmaking. 

 

But this year has upended that wisdom. No 

amount of uncertainty — whether it was the 

barrage of political shocks or serious roadblocks 

to deals put up by governments — seemed 

capable of stopping the boom in global 

takeovers. 

 

The deals just kept on coming — as 

demonstrated by the end of year surge in high-

profile acquisitions that lifted the annual total for 

M&A to $3.6tn. The burst of activity in the last 

quarter helped make 2016 the second-best year 

for dealmakers since the financial crisis, even if 

the total value of deals was down 17 per cent 

from the high achieved in 2015. 

 

This breathless finish for corporate advisers 

came in spite of seismic geopolitical events that 

seemed unlikely at the start of the year — the 

UK’s vote to exit the EU, the election of Donald 

Trump as US president and the defeat of a major 

constitutional referendum in Italy. 

 

Adding to the obstacles, governments enacted 

measures to complicate consolidation or foreign 

takeovers. US regulators blocked several of the 

largest deals from a year ago — in some 

instances on competition grounds and in others 

with aggressive changes to tax policy to stem the 

flow of so-called inversions, which allow 

companies to move overseas to reduce their tax 

burdens. 

 

 A backlash against a wave of deals by China 

buyers began the year in the US and eventually 

bubbled up in Europe, complicating China’s drive 

to become a new force in global investment. In 

all, withdrawn M&A touched an eight-year high 

at $805bn in 2016. 

 

  

In spite of these challenges, the M&A boom will 

carry on, according to advisers. Many companies 

face poor organic growth prospects, forcing them 

to consider buying rivals or expanding in new 

territories.  

 

“We remain extremely positive on the overall 

outlook for our M&A business,” says Kurt Simon, 

global chairman of M&A at JPMorgan Chase. 

According to Mr Simon, an abundance of capital 

available at historically low borrowing rates 

coupled with investor pressure on corporates to 

find growth will mean more dealmaking. 
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China M&A activities 

surged in 2015 and 2016   

Chinese buyers are 

playing an increasing role 

in Asia Pacific M&A 

activity, with their 

volume nearly tripling 

from $259 billion in 2013 

to $735 billion in 2015. In 

addition, seven of the 10 

largest cross-regional 

acquisitions out of Asia 

Pacific in the first four 

months of 2016 were 

announced by Chinese 

buyers. Chinese 

companies are looking to 

North America and 

Europe when considering 

M&A as the slowdown in 

domestic growth sends 

ripples across Asia and 

China’s economy 

rebalances from an 

export-driven 

manufacturing economy 

to one driven by 

technology, industrial 

know-how and 

consumption by the rising 

middle class. 
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Cathal Deasy, head of European M&A at Credit 

Suisse, expects many of the dealmaking themes of 

2016 to continue, such as the flow of capital from 

Asia to Europe and Europe to the US.  

 

Increased interest from large Asian companies, such 

as ChemChina and HNA Group of China and Asahi 

of Japan, into Europe this year helped offset a sharp 

slowdown in transactions between European 

companies.  

 

In turn, Europe’s leading multinationals looked to the 

US to escape slower regional growth and gain a 

foothold in an often more reliable US market. 

Examples included German conglomerate Bayer’s 

deal for US rival Monsanto and French yoghurt 

maker Danone’s takeover of WhiteWave Foods. 

 

 

Mr Deasy says activity between European companies 

was likely to rise. “Maturing economic and M&A 

cycles should support increased intra-European deal 

activity from the low levels observed this year. 

European corporates will play an increasingly 

relevant role, as suggested by recently deal activity.”  

 

Dealmakers are less optimistic about the UK, 

however. Uncertainty over its growth prospects are 

set to intensify, warn corporate advisers, as the UK 

government formalises the process to exit the EU. 

 

In 2016, the initial shock of the Brexit vote allowed 

some acquirers to take advantage — not least through 

the sudden fall in the value of sterling following the 

Brexit vote. Japan’s SoftBank swooped on the UK’s 

largest technology company Arm, while Rupert 

Murdoch’s 21st Century Fox reached an agreement to 

buy the remainder of pan-European pay-TV operator 

Sky — a deal that advisers involved said would not 

have been possible without the Brexit-related 

currency discount. 

 

  

 
 

Colm Donlon, head of M&A for Europe, Middle 

East and Asia at Morgan Stanley, says: “Deal 

activity remained reasonably active in the UK 

following the Brexit vote, as foreign acquirers 

targeted repriced assets. And while we expect 

some of this to continue into 2017, underlying 

growth is key to a robust M&A market.”  

 

The US is expected to keep its position as the 

number one destination for deal activity. Having 

outlined plans to slash the US corporate tax rate 

and allow for the repatriation of offshore funds, 

Mr Trump’s presidency should see more 

domestic dealmaking, bankers say.  

 

Gary Posternack, global head of M&A at 

Barclays, said: “Lower corporate [tax] rates, 

immediate deduction of US capital expenditures 

and the potential for companies with cash abroad 

to repatriate funds without overly onerous tax 

consequences likely would be additive to growth, 

corporate profits and overall deal activity.” 

 

 

This Article is reproduced from Financial Times 

https://www.ft.com/content/0e9afdce-cdb6-11e6-

b8ce-b9c03770f8b1 

Chinese Buyers are 

more active and 

experienced in M&A 

Chinese companies are 

becoming more 

comfortable executing 

public takeovers and 

arranging acquisition 

financing. Management 

teams have become 

increasingly proactive in 

evaluating potential 

acquisitions of overseas 

targets as M&A becomes a 

more widely accepted 

growth strategy. 

Experienced acquirers are 

evaluating acquisition 

opportunities in parallel 

and have made global 

headlines in terms of the 

number, frequency and size 

of the outbound 

transactions being 

executed. 
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 Shift toward 

technology, 

industrial know-how 

and consumption 

 

 A maturing economy 

and slowing organic 

growth 

 

 Scarcity of attractive 

domestic assets 

 

 Supportive financing 

environment 

 

 Supportive political 

environment 

 

 Broader universe of 

Chinese buyers 

 

 

 

Key Drivers behind 

the  surge in China 

outbound M&A 



 

 

 

While Chinese companies have been increasing 

their overseas merger and acquisition (M&A) 

activity in recent years, there are signs that 

growth could slow in the coming year, as a result 

of uncertain economic outlook and evolving 

government policies in China and in overseas 

markets, according to a report published by 

A.M. Best. 

 

“Some deals that have already been announced 

are facing regulatory challenges and other 

unexpected issues,” said A.M. Best in its report 

titled “Chinese M&A Activity Continues Amid 

Evolving Regulatory and Policy Environment.” 

“Even after closing a transaction, Chinese buyers 

still have to prove their ability to sustain the 

acquisition financially and to successfully 

manage the acquired companies, which may 

need capital injections, restructuring, or credit 

rating improvements,” the report added. 

 

Despite the many challenges, the report said, 

Chinese M&A activity will continue as a long-

term trend and a vital part of the country’s 

economic development. 

 

“The number of both outbound and domestic 

deals is expected to continue to grow, although 

depreciation pressure on the yuan and eroding 

foreign currency reserves may cause some 

downside impact on outbound deals,” A.M. Best 

said. 

 

Over the past few years, the report said, a wide 

range of strategic factors have been driving the 

M&A trend such as the hunt by Chinese buyers 

for asset diversification, international business 

expansion and financial investment and long 

term development. 

 

 

Outbound M&A 

 
Chinese buyers of foreign insurers come from 

diversified backgrounds, including private 

companies, insurance groups and state-owned 

enterprises, said the report. 

 

 

  

“As relatively new players in the global M&A 

marketplace, Chinese buyers take a different 

strategy than that of Japanese acquirers, which 

tend to be established insurance groups with a 

focus on acceleration and geographic 

diversification of their portfolios,” A.M. Best 

said. 

 

Most Chinese buyers have just started their 

insurance M&A activities, said the report, citing 

the example of Fosun Group, which has looked 

overseas in its insurance expansion to build a 

global financial group by making acquisitions to 

enhance the group’s financial capabilities and 

investment funds. 

 

“More than 200 Chinese companies are waiting 

for local regulatory approval to start new 

insurance businesses,” said the report, noting that 

acquisitions could be a way to speed up their 

presence in the insurance sector. 

 

“In fact, a few Chinese financial and investment 

groups are seeking insurance acquisitions both in 

local and international markets, using the 

leverage of their investment strength to help 

insurance companies’ investment returns.” 

 

While private Chinese companies have mainly 

driven outbound M&A in mature markets such as 

the United States, Europe, and South Korea, the 

report explained that state-owned groups also 

recently have become active in the space. 

 

Another factor driving Chinese buyers’ M&A 

activity “is the desire to run an international 

business, as well as the technical skills and 

experience that the buyer can gain from the 

acquired insurers in mature markets.” 

 

For example, China Pacific Property Insurance 

Co. Ltd. invested US$50 million in usage-based 

insurance (UBI) firm Metromile in the U.S. as a 

strategic partner and investor. “China Pacific 

believes this investment will let it learn 

international technologies and skills that will 

enable it to promote UBI development in China,” 

said A.M. Best. 
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Demystifying Potential 

Concerns with Chinese 

Buyers 

Ability to execute 

Chinese companies 

overall have a much 

shorter track record of 

M&A execution than 

many of their Western 

counterparts. Acquirers 

with experience will be 

more knowledgeable and 

efficient at executing a 

deal, while new and less-

experienced buyers may 

be less well-versed in 

typical transaction 

processes and execution 

procedures. 

 

 

 

Funding certainty 

The funding of China 

outbound M&A can be 

more complex and less 

transparent than Western 

M&A financing. The 

source of funding may 

involve a diverse array of 

parties, including 

government investment 

vehicles, trust structures, 

equity syndicates and 

lesser-known private 

equity funds. The use of 

escrow funding and the 

increase in target-level 

financing is often helpful 

in alleviating concerns 

over fund certainty. 

 

 

 



 

 

 

 

Strategic Partnerships 

 
“In light of the increasingly competitive domestic 

market, Chinese companies have to strengthen 

their niche advantage or create new areas of 

expertise through strategic partnerships formed 

by outbound M&A,” the report continued. 

 

“With the expectation of yuan depreciation, 

arising targets in overseas markets, and the 

Chinese government’s ‘go global’ initiative, 

many Chinese buyers are motivated to invest or 

pursue M&A in international markets,” it 

explained. 

 

In addition to the high-profile U.S. and European 

purchases, there may be an increased number of 

smaller deals supported by the “One Belt, One 

Road” initiative, the report said. [Editor’s 

note: the One Belt, One Road project aims to 

increase central Asia’s connections to the rest of 

the world via investment and development in 

regional trade routes.] 

 

Nevertheless, A.M. Best said, this outbound 

M&A trend has experienced substantial 

challenges: 

 

 Financial consideration of an M&A deal 

looks at not just the transaction value but 

also the potential capital investment 

required in the acquired company in the 

future. 

 

 In recent years, an increasing number of 

potential Chinese buyers from both 

insurance and non-insurance groups have 

been looking at M&A targets, which creates 

strong competition that may lead to 

overpriced transactions. 

 

 When a buyer takes over a financially weak 

company with a low credit rating, the 

acquired company may not only need 

further capital injection, but may also 

require a restructuring for long-term 

sustainability. 

 

 

 “All this means is that Chinese buyers have to 

consider their commitment to substantial capital 

and management requirements,” the report said. 

“Chinese companies are still in the relatively early 

stage of foreign investment, while the CIRC [the 

China Insurance Regulatory Commission] builds 

up its supervision experience.” 

 

As a result, execution risks are potential issues for 

buyers and sellers, both before and after the 

transaction, A.M. Best affirmed. 

 

 

Regulatory Challenges 

 
Some of the M&A activity has also faced 

regulatory challenges, the report said. “For 

acquisitions in mature markets like the U.S., 

transactions are subject to multiple regulatory 

approvals, so buyers have to be mindful of 

complying with extensive regulations.” 

 

The A.M. Best report pointed to Anbang’s 

withdrawal of its application for approval for its 

Fidelity & Guaranty Life deal after New York 

regulators required additional information on its 

funding and shareholder structure. Other 

withdrawn deals include Anbang’s US$14 billion 

bid for Starwood Hotels & Resort Worldwide Inc. 

and Fosun’s purchase agreement for Israeli insurer 

Phoenix Holdings Ltd. 

 

“An acquisition’s sustainability is also an emerging 

issue. Fosun recently agreed to sell Ironshore to 

Liberty Mutual Insurance for US$3 billion after 

holding the company for just over a year,” the 

report continued. 

 

 
This Article is reproduced from Insurance Journal 

http://www.insurancejournal.com/news/international/ 

2016/12/30/436904.htm 
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As Chinese buyers become 

more active and 

experienced in these 

transactions, global M&A 

practitioners should 

consider Chinese 

companies as legitimate 

partners, buyers and 

interlopers when evaluating 

sale transactions, and 

should expect Chinese 

buyers to participate in 

global auction processes. 

Cross-regional M&A can 

be a value-enhancing 

strategy for Chinese 

companies looking abroad 

and for the shareholders of 

Western firms transacting 

with Chinese buyers. The 

Chinese buyers and 

Western sellers who are 

adept at navigating 

successful cross-regional 

M&A will gain a 

competitive advantage. 
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Being well-versed in 

the nuances of 

navigating successful 

cross-regional 

M&A will increasingly 

become a competitive 

advantage for both 

Chinese buyers and 

Western sellers. 
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