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WEAKER YUAN
AND TIGHTER

CONTROLS HIT
ACTIVITY

Outbound investments slow, but domestic picture
stays robust and companies adjust their targets
from US to Europe and Africa, writes Wilson Lau

While China's “Belt and Road
Initintive” is progressing,
uncertainties have emerged
inthe merger and acquisition
(M&:A) rparku beugse ?f the

control of capital outflows.
According to Aron Leung,
partner for ransaction advisory
services at RSM Hong Kong,
outbound investments by
Chinese companies have seen
aslowdown mAOIBand
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the workl havo had an impact.
He adds that investments by
Chinese companies in the

United States have been worried the yuan of Hong Kong's stock exchange
while targetsin Burope  will burt the return on their inAptilZl)lB Eg:vateequky

and Africa have been on the investments, and there is investors will keep
maderof Chinese « slowing growth. innovative companies
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of M&A transaction advisory China'sdomestic M&A in Weexpect a further
services at Grant Th i bound and lum:m‘ inChinese
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Inlocal currency tems:
Chinese buyers, This could make
them less aggressive when

targets
because of the increased cost.
“However, it is not likely that
outhound investments made

the weakening yuan. Youwill
see that many big players
have funding reserves in US
dollars and euros for foreign
takeovers. Their business can
grow and become more diverse,
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notesof caution attributable to

declining yuan. Dy ME&A  changing
transactions in China ace still and continuing |wbulenu: in
robust, with persistontindustry  the global political landscape.
consolidition in sectors such Alom;dde the rthmry
as logistics, Public comp i (hccnu-qangtmde
are still looking at acquisiti ionb
opportunities as part of undmuna.aswdlasme
strategies as they tie in collective retaliatory battle of
withshorter-term results.® tariffs, may dampen the
vadwﬂ@mmmﬂ:f for Chinese M&A. i
capital outflows, as well as activities, particu inthe US,
» jos ahead. “Chinese-t ".‘ff youts in
'Inngcmmsamwnml the US are expected to witness a
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wi (HCSS. ashort “The tighter capitalcontrol  within its freo-trade zone and
to-medium- will anly kead 1o more caution relaxing curbs on has
B being taken when i ingin fles, bank
term chill mm(on orspecidative, muhueandwyhmymm
oy projects. Deals wemay potentially see more
SN TORN SRART THORTN will be more carefully structured  market competition to sustain
to avoid the specific structures the inbound deal momentum.”
"Some sources say the targoted by the regulators Tong notes that with
Chinese government which will inc i bl likely toc
ENCOUrages companies to and mlscdchylollw lmothe restolzolauxdzom
enter into currency hedging transacti :what
agreements when announcing lmngpmhms(:hma s wlll the new trends be?
adeal so that they can ¢ inthe "Cundnuhgﬂrreyoned
mlxmdmmunhrmdww comingyeanvlll inuetobe
believe the affected by capital outflow issues chemicals, aswell as
medmnyfmmwbcnkm in the trade war's shadow, even telecommunications, medis and
into account in the negotiation though government policies technology in the M&A markets,
ofan overseas deal, while it is favour related investments in opportunities conld be unlocked
notlikely that the outbound the “Belt and Road Initiative” by going beyond sub-sectors
M&A activities of the Chinese andlhe(xream m'a‘ma towards education and health
companies will siow down.” ology lnd care. This ks attributed to rising
Leung believes the biotech sectors are P and fuelled by
weakening yuan adds to the key drivers of M&EA activity demand for quality services
uncertainty over Chinainbound  in China for the coming year. by the un
investments. “Tnvestors nre Balstered by the listing reform expansion of the middle cass.”



