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DC Advisory’s twice-yearly round-up of
the emerging trends in mid-market M&A.

The inescapable topic of the moment is

the influx of Asian bidders for European
assets. Total deal volumes might be
shrinking but transactions from Asia continue
to increase unabated; both Japanese

and Chinese buyers account for a rapidly
growing proportion of European M&A activity.

In this issue, we take a closer look at why
Asian buyers have begun to embrace
international acquisitions. Through our parent
company, Daiwa Capital Markets, and a
number of recently closed cross-border
transactions, we feel this is a trend on which
we are well placed to give comment.

We hope you enjoy this first edition
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a global investor

M&A was once regarded as
cheating in Japan but weary
of relentless decline in their
home market and the effect of
the strong yen eroding export
margins, a new generation

of Japanese management

is emerging. As a result,
Japanese companies have
developed into global investors
searching for acquisition
opportunities abroad.
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Japanese buyers can take
time to close deals as they
need to be wholly convinced
of the industrial logic for an
acquisition and will commit
time and resources

to assessing the fit of a new
business and the value

it creates for the corporate
‘mother-ship’. Reaching
consensus across multiple
layers of the company can
extend the due diligence
process (according to typical
Western timetables) but once
a decision is made by a
Japanese buyer they will
consider the financial
implications quickly, make

a bid and usually honour that
price through to the close.
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The Japanese are renowned

for the depth of their diligence,
but buyers in the UK, continental
Europe and Asia are also
adopting a more diligent
approach to transactions as
they become more considered
about the industrial logic behind
a deal, often extending the
transaction timetable.

2011

approach

2012*
2011
2010
2009
2008
2007

sources: Mergermarket and FactSet



DC

'_the middle advisory
ingdom

r - - - - - - - --=-- - - == \
| China means ‘the middle kingdom’™ |
I I
I I
! [
= i |
I I
g 0 C ) I | g @
2010 2011 2012* \ _ _ _ _ _ _ _ _ _______ ) 2010 2011 2012*
|
Consumer | Resources
~ I
P ooy g i e
il i b i
| 2010 2011 2012*
2010 2011 2012*

Financial Services C ‘ Services
3 o O — o O
2010 2011 2012* 2010 2011 2012*

Healthcare TMT
2010 2011 2012* 2010 2011 2012*
Industrials ‘Total Chinese outbound M&A' Utilities

sources: Mergermarket and FactSet



———N\yz=—_ e ———\y—___

China’s primary interest

today is the potential of its
domestic market. Current
Chinese outbound M&A
activity is testament to China’s
determination to develop
technologically and build its
social infrastructure to sustain
domestic growth. China is
attempting a huge shift from
an order-taker — producing
goods on-demand for the global
market — to an innovator,
producing leading technology
and infrastructure for both
domestic and global markets.

Value for the LTM (Last twelve months to end of October 2012).
Mid-market transactions defined as £50m -£1bn.
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growth

The 12th 5 year plan was
approved in March 2011 with
the aim of creating sustainable
growth in China through
increased domestic
consumption and improved
social infrastructure.

Chinese leadership

Few Western observers
appreciate the potential impact
of the new Chinese leadership
on state-owned enterprises
(SOEs). SOE’s dominate much
of China’s economy, and
Chinese companies represent
15% of the Fortune 500 today,
most of which are state owned.
The boards and management
teams of SOEs are not picked
by AGM or institutional
investors - they are tightly
controlled by the Party’s
all-powerful Organisation
Department.
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