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Overview
Upon publishing A Resilient Japan – Outbound M&A after the  
Crisis in November 2011, it was becoming clear that Japan was  
on its way to recovering from the March 2011 triple crisis and that 
outbound dealmaking was set to accelerate. However, as the final 
months of 2011 ushered in 2012, the global economy remained 
steeped in uncertainty, primarily due to the sovereign debt crisis in the 
eurozone. While the crisis seems to have subsided after the Greek debt 
restructuring in March brought respite, danger looms in Spain and 
Italy and the crisis threatens to raise its head again. What’s more,  
the Asian growth engine has begun to sputter as both China and 
India brace for slower growth, and global demand in general remains 
weak. Uncertainty surrounding these situations has brought about  

a slowdown in global M&A activity. On the other hand, this slowdown 
could give way to cash-rich Asian companies looking to expand 
through acquisitions of solid assets in developed markets. This 
certainly rings true for Japan. 

With macroeconomic forces still in play, it seems that the turmoil from 
the March triple crisis has only added fuel to the fire. Indeed, over 
80% of respondents polled after the crisis predicted that long-term 
dealmaking would increase or at least continue unabated, with the 
greatest portion indicating that dealmaking would slow in the short-
term before increasing substantially in the long-term. This seems to  
be precisely how the current period is playing out.

A Resilient Japan - 
Outbound M&A after the Crisis
May 2012 Update
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By the numbers
By both volume and value, outbound M&A activity 
from Japan has continued to rise. Trailing twelve-month 
averages for Q1 2012 show a 14% increase in deal 
volume and over a 120% rise in deal value as Japanese 
companies continue to deploy large amounts of capital. 
Furthermore, the past five quarters have seen more than 
50 deals each and three of the past four quarters have 
witnessed over ¥1,500bn in cumulative deal value.

Challenges in the Japanese economy continue. The 
population is aging and starting to decline, and even 
with the Bank of Japan’s attempts to reign in the yen, 
the currency remains historically strong. Coupled with 
a general decline in global demand and 2011 supply 
chain disruptions due to flooding in Thailand, Japanese 
companies have seen their share of operating challenges. 
Therefore, reasons to look abroad for growth are 
amplified moving into H2 2012.

Asia or beyond?
Quite interestingly, in recent quarters, Japanese bidders 
seem to favor non-Asian targets over nearby Asia-Pacific 
targets – buying primarily in developed markets, perhaps 
seeing stronger relative value in depressed developed 
economies or simply finding greater scale in more 
mature markets. 

One focus of late has been on European opportunities. 
The Q2 2011 announcement Takeda Pharmaceuticals’ 
acquisition of Switzerland-based Nycomed for ¥1,121bn 
seems to have precipitated an acceleration of Japanese 
deal flow in Europe. While not at the same record 
setting values, Japanese companies like Sony, Marubeni, 
Kubota and Mitsubishi have continued to snap up 
European assets augmenting overall activity over the 
past year compared to previous twelve-month periods. 
A particularly notable deal was Sumitomo Mitsui 
Financial Group’s January 2012 announcement of its 
winning bid for RBS Aviation of Ireland worth ¥562bn, 
beating out competition from Wells Fargo, Macquarie 
and China Development Bank. 

On the other hand, Asian opportunities are not to be 
denied and other nearby markets are certainly important 
for expanding Japanese companies. As European lenders 
retrench from Asian markets, Japanese players could 
see more acquisition opportunities in the region. South 
East Asia has been a popular destination for acquisitive 
Japanese firms in recent years, a reality further 
reinforced by views from the November report, which 
showed South East Asia to be the top M&A destination 
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for the next two years. Furthering this trend, a number 
of Japanese companies are even setting up regional 
headquarters in Singapore or Hong Kong in order to 
accelerate growth in this fast growing Asian sub-region. 
And while China remains difficult, the importance of 
the market based on its sheer size and growing taste for 
quality products, is apparent and savvy Japanese bidders 
will continue to chase deals there.

Private equity exercising caution
After the March crisis, 9 out of 10 private equity 
respondents expected Japanese outbound M&A activity 
to increase significantly, with private equity buyers driven 
largely by the same forces as their corporate peers. 
However, buyout activity in recent months has been 
decidedly more cautious. With relatively few deals to 
compare, Itochu Corporation made waves in the private 
equity community during the fourth quarter of 2011, 
as it invested US$1bn in Samson Investment Company 
(renamed Samson Resources). The acquisition of the 
US-based oil exploration and production company, was 
done alongside US private equity firms KKR, Natural Gas 
Partners and Crestview Partners in a deal worth ¥558bn. 
On a smaller scale, Olympus Capital Holdings Asia made 
two acquisitions over Q2 – Q3 2011 one in India and 
another in China, both involving minority stakes.

Hot spots for M&A
For Japanese bidders, the US has been the top spot by 
both volume and value over the twelve-month period 
ending 31 March 2012, amassing 27% of deal volume 
and 28% of invested capital, continuing a historical 
trend. Since 2007, Asia-Pacific geographies including 
China, India and Australia have been popular among 
Japanese buyers, though, as previously stated, this 
trend has waned in recent months, with these target 
geographies falling in their share of Japanese deal flow. 
On the contrary, climbing the charts, are targets in 
Europe and North America, with particular growth seen 
in well-developed and relatively stable geographies like 
the United Kingdom, Germany and Canada.

Indeed, given Japan’s energy needs coupled with nuclear 
power generation going offline, Canada is becoming 
a particularly popular destination for energy resources. 
According to mergermarket, Japanese energy and utility 
companies are eyeing unconventional gas assets in 
Canada, rather than from traditional Australian targets. 
However, more and more, Japanese companies have to 
compete for acquisitions, particularly with Chinese bidders 
looking in the same space for deals, which could lead 
to larger deal sizes, as resources are scarce. Exemplary 
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of these trends, is a deal in which Mitsubishi acquired 
a 40% stake in Canada-based Encana Corporation in 
February 2012 for ¥231bn. The acquisition gave the 
Japanese conglomerate access to shale-gas assets in 
Alberta and saw it fill a gap left by Chinese state-owned 
enterprise, PetroChina, after its deal with Encana fell 
apart in mid-2011.

Target sectors
Further to Energy, Mining & Utilities, as a heavily 
industrialized economy, Japanese bidders have directed 
31% of their overseas acquisitions toward the Industrials 
& Chemicals sector, while spending the most money in 
Pharma, Medical & Biotech as well as Financial Services. 
Indeed, Takeda’s purchase of Nycomed and Mitsui’s 
acquisition of RBS Aviation served to boost these sectors 
in terms of value, but Energy, Mining & Utilities has 
continued to see high volumes at the greatest value, 
simply due to need. 

Going forward, the Consumer sector should move 
up the ranks. According mergermarket sources, the 
food and beverage and clothing sub-sectors could see 
particular activity, with firms such as Asahi and Suntory 
active recently. Furthermore, in the Pharmaceuticals 
sector, recent transactions have been conducted by 
larger players such as Takeda (Nycomed) and Daiichi 
Sanko (US-based Intellikine), but mergermarket 
sources suggest that smaller players are looking to 
make acquisitions overseas, particularly in the US and 
Europe. Also looking to Europe, Financial Services 
could see further massive transactions. According to 
mergermarket intelligence, a number of large Japanese 
financial institutions are looking to snatch up embattled 
European peers.
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“There are challenges to acquiring an 
entity in a country with different business 
environments and systems, however, the 
right approach should reduce surprises.  
It becomes more important how you 
manage it after the acquisition.”
Kazuhiro Fukushima, Deloitte Tohmatsu Financial Advisory Co., Ltd.  
M&A leader
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Q2 2011 – Q1 2012

Announced 
Date

Status Target  
Company

Target Sector Target  
Country

Bidder Company Seller Company Deal 
Value 
(¥m)

19/05/2011 C Nycomed A/S 
(Excluding US business)

Medical: 
Pharmaceuticals

Switzerland Takeda Pharmaceutical 
Company Ltd

DLJ Merchant Banking 
Partners; Coller International 
Partners IV; Nordic Capital 
Fund V; Avista Capital 
Partners, L.P.; Nordic Capital 
Fund IV; Coller International 
Partners V

1,121,220

  

17/01/2012 P RBS Aviation Capital Financial Services Ireland 
(Republic)

Sumitomo Mitsui 
Financial Group, Inc.

Royal Bank of Scotland 
Group Plc

561,538

  

23/11/2011 C Samson Investment 
Company

Energy USA Kohlberg Kravis 
Roberts & Co.; Itochu 
Corporation; Natural 
Gas Partners LLC; 
Crestview Partners LP

The Schusterman family 558,140

  

09/11/2011 C Anglo American Sur 
S.A. (24.5% Stake)

Mining Chile Mitsubishi Corporation Anglo American Plc 417,829

  

17/02/2012 C Encana Corporation 
(Cutbank Ridge 
Partnership)  
(40% Stake)

Energy Canada Mitsubishi Corporation EnCana Corporation 230,873

  

21/12/2011 P Delphi Financial Group 
Inc. Cl A (100% Stake)

Financial Services USA Tokio Marine Holdings 
Inc

218,052

  

02/08/2011 C Primo Schincariol 
Industria de Cervejas e 
Refrigerantes (50.45% 
Stake)

Consumer: Other Brazil Kirin Holdings Co., Ltd. Adriano Schincariol (private 
investor); Alexandre 
Schincarol (private investor)

196,372

  

19/05/2011 C Landis+Gyr AG Industrial: Electronics Switzerland Toshiba Corporation; 
Innovation Network 
Corporation of Japan

Allianz Capital Partners 
GmbH; DLJ Merchant 
Banking Partners; Sofina SA; 
Dubai International Capital 
LLC; Propel Investments Pty 
Limited; Marinya Holdings 
Pty Ltd; Sir Douglas Myers 
(Private Investor); Sir Anthony 
O’Reilly (Private Investor)

186,992

 

12/03/2012 P Zoll Medical 
Corporation

Medical USA Asahi Kasei 
Corporation

163,434

 

04/11/2011 C Primo Schincariol 
Industria de Cervejas e 
Refrigerantes (49.54% 
Stake)

Consumer: Other Brazil Kirin Holdings Co., Ltd. 148,219

 

P = Pending, C = Completed

Top deals table
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A Deloitte view

Lessons learned for Japanese companies investing abroad

Studies have shown the majority of M&A deals fail to deliver expected 
value to shareholders. Japanese companies – large or small – seeking 
potential M&A transactions would do well to focus extra attention  
on certain key points to increase the likelihood of a successful deal.

Inadequate diligence in the planning and execution stage, as well 
as poor integration planning, are often cited as contributing factors 
to unsuccessful deals. The most successful companies are those that 
have a well-defined, clear and consistent process for deals that can 
help ensure the team focuses on the essential details. Below are some 
lessons learned to assist companies considering a potential M&A move. 

Planning and execution – Since buyers are limited in terms of how 
much information can be obtained prior to closing, it is important to 
understand the ‘must haves’ versus the ‘nice-to-haves’. Don’t get bogged 
down by the latter. Also, consider executing the deal in accordance with 
standard host-country M&A timelines so not to delay the deal process 
and permit other companies with a faster M&A process to obtain a 
competitive advantage.

Strategy considerations – Understand what drives the deal structure 
and execute around it to ensure key items are being achieved (i.e. tax 
goals, cash goals, etc). Companies looking to expand outside Japan 
often neglect country-specific risks (regulatory, tax and labor). The deal 
team must be able to recognize and understand these potential issues 
and how they could create deal hurdles. Companies must evaluate 
their team’s capabilities on non-Japan risks and consider expanding 
the outside advisors to determine that all issues are skillfully addressed. 
Company leaders should seek advice on host-country laws, regulations, 
accounting and tax standards as well as the political environment from 
the outside advisors in order to educate themselves on the economic 
viability of a particular transaction.

Execution considerations – Having a consistent process that can  
be applied to multiple deals often saves time and money. Determine 
from an early stage who will lead the due diligence process (central 
management or the business unit team). Create the internal deal team, 
then evaluate resources and select the outside deal team (i.e. lawyers, 
accountants, etc). A communication plan is key to proper information 
flow and is an area where companies often fail. It is important to stage 
regularly scheduled checkpoints to assess progress against the plan (both 
internal and external teams).

Issue focus – Diligence often focuses on identifying risks and trouble 
areas; however, it should also focus on spotting opportunities. 
Efficiencies can be identified and integrated into the deal structure. 
Coordination among external advisors can help identify issues up front 
and help formulate a plan to address them post-closing.

Reporting – Devise a robust reporting process to prevent possible 
broad-reaching issues from falling through the cracks, especially in 
cross-border transactions. A final report should summarize critical 
issues and observations from the diligence process. Taking these  
items a step further includes developing a negotiation strategy and 
integration plan. Having the same leader for both the diligence process 
and the integration phase is one of the most effective approaches  
to information transfer. 

Merger integration – Conducting diligence with an eye towards 
potential integration and post-transaction issues that might arise is 
critical in order to prioritize needs and issues once the deal closes. 
Successfully executing and integrating the deal across several 
dimensions in a compressed time frame is a huge challenge that 
requires careful consideration. Five other key points to merger 
integration:  1) remember why you initially wanted to acquire the 
company, 2) focus on accountability and have a plan for a desired  
end state, 3) merger integration does not mean an unlimited budget 
for every project that needs to get done, 4) non-integrated acquisitions 
are one of the biggest drivers of long-term business complexity and 5) 
progress, not perfection, is the goal.

Conducting an M&A deal presents many challenges for a potential suitor. 
Understanding the leading practices herein illustrates how a company 
can navigate through the tough M&A waters and help drive value.
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mergermarket is an unparalleled, independent mergers and acquisitions (M&A) proprietary 
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profile, and to develop new business opportunities with their target audience.  
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