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Executives in Asia Pacific seeking growth in today’s 
challenging market environment face tough, if not 
limited, choices, one of which is whether they should 
restructure or expand. By way of our latest survey 
of corporate activity in the region, we wanted to 
understand how these executives are managing the 
struggle to grow. 

We focused on three key industries: information and 
communications technology (ICT), consumer goods, 
and shipping. To understand more about what’s 
happening both inside and outside corporates, we talked 
not only to executives of the businesses themselves, 
but also to representatives of investment banks, law 
firms, private-equity houses, and institutions such as 
sovereign wealth funds and research firms.

We found that some companies are currently dealing 
with reorganization inside the business following 
aggressive cross-border or industry expansion. Others 
are focusing on short-term fixes to improve operational 
performance. And still others are conducting 
divestments of noncore assets to reduce inefficiencies.

But our survey findings show that if they are to address 
overcapacity and competition, many organizations will 
have to look outside to make acquisitions so that they 
can consolidate within their sectors. 

Mergers and acquisitions (M&A) have seemed to 
be the modus operandi for corporate expansion, 
culminating in almost $1 trillion in deals covering 
almost 4,300 transactions in 2015 as corporates 
fought and bought their way into new markets to 
achieve growth and access new revenue streams. And 
although 2016 has been much quieter by comparison—
with only 3,175 deals valued at $589 billion—the figures 
are no less impressive: they stand 38% above deal 
values and 17% above deal volumes from five years 
ago.1

Considering this changing M&A landscape, we expect 
that corporates in Asia Pacific will grow in stages in 
the coming years: first, they’ll restructure, reorganize, 
and rehabilitate their own companies, and then 
they’ll consolidate within their industries. Companies 
should thoroughly assess their current financial and 
operational situations and their options to make sure 
they’re not missing opportunities. 

Foreword

1 M&A figures refer to proprietary Mergermarket data and are accurate as of October 27, 2016.
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Survey at a glance

Corporate Asia will grow in stages 

 ¬ At present, performance improvements (52% of respondents), corporate restructuring 
(45%), and divestments (40%) are the leading practices in corporate management 
teams’ efforts to drive short-term growth.

 ¬ Many respondents, however, agreed that further action needs to be taken—top among 
them the development of new business models (37%) and industry consolidation (31%).

Asia Pacific’s ICT, consumer goods, and 
shipping industries are forecasted to 
consolidate in order to survive

 ¬ Among respondents in the ICT industry, 33% said consolidation will occur within the 
next year; 75% expect consolidation will be the trend in the next five years.

 ¬ Similar sentiment was held by respondents in the consumer goods space (86%) and 
the shipping industry (59%), as increasing competition and unfavorable economic 
conditions are forcing companies to merge within their respective industries in order 
to survive. 

 ¬ In most instances, companies within the three industries are expected to first take 
steps toward restructuring within the next six to 12 months—before any form of 
consolidation can begin.

Corporate action drivers

 ¬ With the exceptions of Japan and China, governments across the Asia Pacific region will 
be largely supportive of industry consolidation and corporate restructuring in several 
key industries.

 ¬ Troubling economic conditions across Asia Pacific will also drive consolidation, as 54% 
of respondents said current conditions are worse than 12 months ago, and 29% said 
they expect the current conditions to moderately worsen in the next year.
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Are Asia’s corporate leaders 
making the right moves?

The triple threat of overcapacity, competitive pressures, 
and poor economic conditions is stymieing growth in the 
region, and consolidation in a number of key fragmented 
industries looks inevitable. By delaying, some companies 
may lose more than just market share.

At the moment, leaders of regional ICT, consumer goods, 
and shipping companies are driving growth through a 
calculated mix of internal, organic business strategies 
rather than consolidation. According to respondents, 
those organic-business-strategy measures currently 
include focusing on performance improvements (52%) 
and corporate restructuring2 (45%) as corporate teams 
try to strengthen their core business lines and raise 
capital while reducing debt (figure 1). To a lesser, but 
still significant, extent, corporate teams are carrying out 
divestments (40%) to sell off noncore/nonperforming 
businesses and product lines. 

It is interesting that industry consolidation fell 
toward the bottom of the list of current action steps 
corporates were taking to ensure and preserve 
growth, with only 13% of respondents citing the use of 
industry consolidation at present. However, a full 31% 
recognized that consolidation is both necessary and 
effective to achieving corporate expansion in many 
forms when current actions prove inefficient  
at meeting growth targets or corporate objectives. 

THE KEY QUESTION: WHY? 
Why are Asia Pacific’s corporate executives and 
their teams taking these actions first instead of 
consolidating? Within each industry, respondents  
cited various rationales. 

Shipping companies across Asia Pacific, and specifically 
those in South Korea, must focus on cost saving and 

2   For the purposes of this study, the term “corporate restructuring” refers to changes in operational and financial structures 
 as well as changes in corporate leadership and management. 

performance improvements. As the director of a South 
Korean sovereign wealth fund said, Asian shipping 
companies want to “prove to lenders that they are taking 
the appropriate steps to address their mounting debt... 
but shipping companies will need to undertake the 
disposal of noncore assets and the overall restructuring 
of their operations, fleets, and financial structures.” 

In ICT, restructuring could define corporate agendas, 
specifically among semiconductor manufacturers, 
as those enterprises search for new solutions to deal 
with overcapacity and fragmentation. A partner at 
a Taiwanese private-equity firm said this sector is 
“transforming as technology improves. However, at 
the same time, demand is changing as slow economic 
growth across the globe and specifically in Asia Pacific 
puts a dampener on sales of advanced consumer 
electronics that use semiconductors and other high-
tech components. As demand decreases, competition 
is increasing, and creating a number of new challenges 
for the industry to deal with.”

The managing partner of a Chinese private-
equity firm that invests in the ICT market told us 
that restructurings and turnarounds will be the 
cornerstones of corporate strategies as the economic 

31%
Respondents recognizing that industry consolidation 
is both necessary and effective to achieving corporate 
expansion when current actions prove inefficient
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FIGURE 1: WHICH OF THE FOLLOWING CORPORATE 
ACTIONS CURRENTLY MAKE UP STRATEGIC 
GROWTH INITIATIVES IN CORPORATE ASIA? WHICH 
ACTIONS SHOULD BE TAKEN IF CURRENT ACTIONS 
HAVE PROVEN INSUFFICIENT AT MEETING 
GROWTH TARGETS OR CORPORATE OBJECTIVES?*

FIGURE 2: WHAT ARE THE MOST COMMON 
EVENTS OR DEVELOPMENTS THAT TRIGGER THE 
IMPLEMENTATION OF THE GROWTH INITIATIVES 
OUTLINED IN THE PREVIOUS QUESTION?

M&A into adjacent and new business domain 

Cross-border M&A 

Enter new industries 

Regional and global roll-ups and business combinations 

Expand manufacturing and production 

M&A within dominant business domain
(industry consolidation) 

Increase investment in R&D 

Domestic roll-ups and business combinations 

Launch new products and services (new business) 

Develop new business models 

Divestment of noncore business 

Restructuring 

Performance improvement 
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22%

12%
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 Consumer goods

 Shipping 

67%

38%
42%

67% 67%

21%

57%
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48%

71%

57%

10%

48%

37%

56%

89%
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15%

 Current  Recommended

  Declining market share 
  Declining revenue 
  Declining profitability
  Increasing competition
  Lack of innovation/product development 
  Political changes/policy uncertainty
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* For purposes of this study, business combination refers to such 
actions taken within individual companies, either domestic  
or multinational, to merge business lines and operations.



situation in China and across Asia Pacific struggles to 
find sturdy ground. He said, “As growth continues to 
falter, affecting revenue streams and the profitability 
of many businesses, companies will be forced to 
restructure to strengthen their positions and retrace 
their steps in the search for growth.”

And changes in the buying habits and preferences 
among Asia Pacific’s middle class, anticipated to reach 
a population of 3.5 billion by 2030 with most of that 
growth in the region’s emerging markets, are shaping 
the consumer goods industry.3 The CEO of a South 
Korean consumer goods company said: “Consumer 
goods companies and retailers need to not only 
recognize changing interests but also anticipate them 
ahead of time and adjust accordingly. They have to  
introduce new products to keep their offerings fresh 
and in line with changing demand trends, but they also 
must discontinue products that are not generating 
adequate cash flow to substantiate their places in a 
company’s product portfolio.”

From the collective sentiment across industries, 
respondents seem to recognize that corporations 
should first get their financial and operational houses 
in order before taking other actions. But however 
successful those steps may be in achieving growth 
targets, a large body of respondents noted that 
additional measures should also be considered. 

WHAT ELSE CAN THEY DO?
Respondents said that leading the list of alternative 
corporate actions is management teams’ 
consideration of the development of new business 
models (37%) as markets undergo tectonic shifts and 
as tech-driven disruption sweeps across industries. 
They also noted that an acquisition agenda to 

consolidate companies and business lines within a 
dominant business domain (industry consolidation) 
would be a viable option (31%). 

Although our survey found that consolidation is far 
from the top of management teams’ strategic focus, 
consolidation is nonetheless an important part of the 
conversation. According to the managing partner of 
a Chinese private-equity firm, “More consolidation will 
end fragmentation and negative competition, thereby 
giving companies a better market to operate in, and 
there will be greater confidence to make decisions on 
new product development.” 

Dealing with increasing competition was cited as one of 
the most likely triggers for the growth initiatives listed in 
figure 1 (figure 2). Indeed, respondents agreed that the 
best way to beat industry rivals may be to just buy them. 
In some industries, the buyout is not only a possibility 
but one that has received government encouragement. 
In other industries, policy makers have been less than 
supportive. 

GOVERNMENT SUPPORT—OR LACK THEREOF
Across our three industries, government policies 
and other enforcement vehicles were seen as 
accommodating mostly for consolidations and 
broader restructuring programs (figure 3). 

“Governments in Asia know that companies that 
restructure their businesses and consolidate to improve 
efficiencies will be better positioned to contribute to 
economic growth in their home jurisdictions,” said the 
CEO of a Hong Kong shipping company. “Therefore, 
to expedite acquisitions and restructurings, those 
governments will continue accommodating those 
processes by reducing regulatory barriers.” 

3 Figures based on an Eden Strategy Institute study entitled “Asia Emerging-Middle-Class Survey”.
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FIGURE 3:  PERCEPTIONS THAT GOVERNMENT POLICIES AND OTHER ENFORCEMENT VEHICLES TOWARD 
INDUSTRY CONSOLIDATION AND BROADER RESTRUCTURING WITHIN RESPONDENT’S PRIMARY INDUSTRY  
OF FOCUS WERE “ACCOMMODATING”.*
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The partner of a private-equity fund in Taiwan says  
the government there is implementing favorable 
policies to reduce levels of complexity around 
restructuring in order to ease corporate 
reorganizations—especially in times of distress—
and to possibly encourage consolidation in certain 
industries. That respondent noted that such shifts 
in policy making and support would be prevalent in 
the high-tech/semiconductor sector “given that [this 
industry] in Taiwan is a major contributor to the overall 
economy and will receive policy support because a 
number of companies in this sector are in bad shape, 
financially and operationally speaking.”

Government regulations in South Korea were 
also viewed positively, and likely to become more 
accommodating as several of the country’s key 
industries—especially shipping—face financial issues  
and operational inefficiencies that could be relieved 
through mergers with more-stable industry rivals.  
The lone exception to that largely positive sentiment 
was Japan, wherein respondents noted that government 
policies would be less accommodating toward ICT and 
shipping industry consolidation and only moderately 
more favorable in the consumer space relative to other 
countries in the Asia Pacific region. 

The head of strategy at a South Korean consumer 
goods company with business operations and outlets 
in both China and Japan said: “Japan has not been 
very accommodating and has made it difficult for 
companies to consolidate and do business in the 
market. China, on the other hand, has been changing 
its rules and regulations to promote retailers and 
help them expand in the market.” And although that 
may be true of consolidation and restructuring in the 
Chinese consumer goods space, in other industries 
the government has been more reserved. For instance, 
the chief financial officer (CFO) of a Chinese high-
tech company said ICT companies are “finding it 
increasingly difficult to strengthen their relations 
with regulators as compliance and rising regulatory 
requirements have become more challenging.”

Providing one possible explanation for the Chinese 
government’s assistance in some sectors but not 
others, the CFO of a Hong Kong-based high-tech 
company said the need to control the workforce 
and unemployment rates may be driving that 
decision making. According to that CFO, “because 
unemployment and workforce rationalization are likely 
to be parts of restructuring and industry consolidation, 
the government may not be as willing to support these 
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%

Hong Kong

95%
96%

100%

Japan South Korea

Taiwan

95%
88%

89%

38%

83%95%
81%
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*Remaining percentages were rated as “not accommodating”.



moves given the sociopolitical backlash and instability 
they could cause.”

ANTICIPATED ROLLOUT PLANS 
Despite the recommendations in figure 1 and the varying 
degrees of government support in figure 3, respondent 
opinions varied on when those measures would be 
rolled out. For the majority of respondents, restructuring 
(68%) and divestments (54%) will be likely components 
driving growth in the short term (figure 4). Performance 
improvement (50%) and domestic roll-ups and business 
combinations (40%) will also be part of those plans.

Why are corporates pursuing these actions? According 
to the managing partner at a Chinese private-equity 
firm: “Restructurings and turnarounds by corporate 
managements in Asia have been gaining pace since 
2014 and will become only more common as local 
corporates and businesses become comfortable with 
the process and realize the benefits they offer. Equally, 
as the economic situation continues to deteriorate, 
some corporations have no choice; and with 
increasing competition in certain industries, revenue 
streams and profit margins have been whittled away, 
forcing the companies to restructure their operations 
and financial structures.”

As other respondents noted, industry consolidation 
could become the focal point of strategies in about 
five years’ time. That focal point is forecasted to 
be necessary partly because of the complexities 
involved in developing strategies, in finding targets, 
and in integrating units into the main business 
lines. However, such focus may also be explained 
by the current lack of knowledge about how to best 
implement consolidation in certain industries. 

Indeed, many management teams lack decent how-
to guides whose steps would help them yield positive 
results and synergies, not to mention pulling excess 
capacity from and optimizing operations in certain 
industries, from their same-industry tie-ups. Additional 
expertise in the form of industry consultants can be 
both practical and beneficial to forming promising—and 
profitable—consolidated industry partnerships. 

Now we’ll take a closer look at the opportunities and 
challenges shaping the trends in the region’s ICT, 
consumer goods, and shipping sectors. 

FIGURE 4:  WHICH OF THE FOLLOWING 
CORPORATE ACTIONS WILL LIKELY BE EXECUTED 
IN THE FOLLOWING TIMEFRAMES? 

 M&A into adjacent and new business domain 

 Enter new industries 

 Divestment of noncore business 

 Restructuring 

 Expand manufacturing and production 

 Performance improvement 

 Cross-border M&A 

 Regional and global roll-ups and business combinations 

 Domestic roll-ups and business combinations 

 Increase investment in R&D 

 Launch new products and services (new business) 

 Developing new business models 

M&A within dominant business domain
(industry consolidation) 
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A CLOSER LOOK AT 
SUCCESS RATES IN 
ASIAN RESTRUCTURING

As figures 1 and 4 show, restructuring is high on the 
list of priorities among Asian management teams 
as they reconfigure their businesses to withstand 
current economic volatility. Certain action steps have 
already been launched, but in our focus industries, 
respondents noted that to date, such turnaround 
programs have yielded only moderately successful 
outcomes (figure 5). In other cases, there were no 
significant changes at all. This is an interesting 
observation given that respondents also noted 
that restructurings and turnarounds were being 
widely adopted among corporates across countries 
and industries and as parts of both proactive 
reorganizations and those geared toward alleviating 
financial distress. 

IMPACT FACTORS
What explains these results? The factors with the 
largest negative impacts on restructuring measures 
were predominantly external in nature—such as poor 
economy and competitive pressure—as opposed 
to internal issues, such as ineffective management 
and poor products and services (figure 6). As a 
result of competitive pressure, many respondents 
said companies in their industries would pursue 
consolidation with competitors or partners to achieve 
growth. Respondents also said those two factors 
were also generally the sparks that set restructuring 
proceedings into action.

Nevertheless, more than 50% of respondents in each 
industry still blamed poor management teams for failed 
turnarounds. In such cases, those teams simply lacked 
the experience and direction to lead their companies 
out of current troubled positions or manage the various 
complexities involved in the process. 

FINANCING IS KEY 
Respondents who identified moderately successful 
restructurings generally derived the outcomes from 

FIGURE 5:  HOW WOULD YOU RATE THE LEVEL OF 
SUCCESS OF RESTRUCTURING/TURNAROUND IN 
YOUR INDUSTRY OF FOCUS?

  Very successful 
  Moderately successful 
  Neutral/No significant changes to the business
  Moderately unsuccessful
  Very unsuccessful

Information
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three factors: management team excellence, favorable 
government policies (noted previously in figure 3), 
and secure sources of financing. Those that said no 
changes occurred postrestructuring mentioned capital 
or funding issues as the main culprits. 

Many industries and companies undergoing 
restructuring but lacking the capital to execute 
are finding financial support from various private 
participants (figure 7). Overwhelmingly, respondents 
said private-equity firms and hedge funds will take the 
lead as financiers in Asia Pacific. In addition to capital 
injections, those private-equity firms and hedge funds 
can lend their expertise to guide management teams 
through the restructuring process, thereby enabling 

them to emerge from the restructuring process in 
better, stronger positions than when they entered it. 

Looking ahead, private-equity and hedge funds will 
likely become heavily involved in all three target 
industries, although government investment, such 
as through sovereign wealth funds, is likely to be a 
common source of funding for distressed shipping 
companies. Financing from banks is expected to pick 
up in the next two or three years as governments direct 
financial institutions to lend to businesses so that 
business can increase expansion, make restructuring 
efforts or consolidate within their respective fields. 

Shipping 

Consumer goods 
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29%

81%
81%
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96%
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43%
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38%
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FIGURE 6:  WHICH OF THE FOLLOWING ARE 
HAVING THE LARGEST NEGATIVE IMPACT ON 
TURNAROUNDS/RESTRUCTURINGS IN YOUR 
PRIMARY INDUSTRY OF FOCUS?

FIGURE 7:  WHICH OF THE FOLLOWING GROUPS 
HAVE BEEN AND WILL BE ACTIVE PARTICIPANTS IN 
FINANCING RESTRUCTURINGS IN YOUR PRIMARY 
INDUSTRY OF FOCUS IN THE NEXT 2-3 YEARS?

  Poor economy
  Competitive pressure
  Ineffective management
  Poor products and services

  Private equity
  Hedge funds 
  Banks

  Sovereign wealth funds
  Equity markets 
  Other investors
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Information and 
communications 
technology

Consolidation in Asia Pacific’s ICT sector will be 
a prevailing theme in the years ahead, especially 
within the highly fragmented semiconductor space, 
which is facing an overcapacity crisis. Currently, 
ICT companies in the region are divesting noncore 
assets and rolling out aggressive restructuring and 
performance improvement programs, although 
industry practitioners noted that consolidation within 
the industry is likely to become a central component of 
the growth narrative (table 1).

By way of background, the tech space has already 
experienced a major wave of consolidation in more-
mature markets worldwide. Global technology, media, 
and telecommunications (TMT) M&A reached a record 
$742 billion in deal values in 2015 as Internet giants 
and leaders in the tech space drove acquisitions 
of competitors and bolt-on businesses within the 
industry. In Asia Pacific, the TMT sector accounted 
for 24% of global deal values ($180 billion) and 26% of 
global deal volumes that year. As of the third quarter 
of 2016, those figures currently stand at 32% by deal 
value ($127 billion) and 24% by deal volume as growth-
challenged tech companies buy their ways into various 

segments of the ICT space and consolidate their 
positions based on the fact that increasing competition 
in certain business segments hurts revenue streams. 

INTERNET, DIGITAL,  AND SEMICONDUCTORS 
DRIVE CONSOLIDATION
Internet and digital media companies and those in the 
semiconductor space are most likely to see a flurry of 
consolidations now and during the next two or three 
years (figure 8). PC, laptop, and tablet manufacturers 
will also likely undergo similar consolidation activity, 
although it is anticipated to drop off within 24 months, 
possibly as market saturation causes demand to slow 
and as current waves of consolidation reach their 
apexes and then level off. 

Respondents said there are already significant deal 
opportunities within the Internet and digital media 
spaces, given the number of start-ups and midmarket 
targets in the subsector. Tapping into the online 
market and reaching out to an increasingly tech-savvy 
populace across emerging Asia will become core 
components of business strategies. And as a result, 
the larger tech companies are likely to pursue courses 

TABLE 1: TOP THREE MOST-LIKELY CORPORATE ACTIONS TO BE EXECUTED ACROSS TIMEFRAMES

Next six months Next year Next five years

Divestments  
(63%)

Development of new  
business models (54%)

Industry  
consolidation (75%)

Restructurings  
(58%)

Launches of new products  
and services (46%)

Increased investment  
in R&D (54%)

Performance  
improvements (54%)

Industry 
consolidation (33%)

Launches of new products  
and services (33%)



FIGURE 8:  WHICH SEGMENT OF THE TMT/ICT INDUSTRY HAVE SEEN OR WILL LIKELY SEE THE MOST 
CONSOLIDATION IN THE FOLLOWING TIMEFRAMES? (PLEASE CHOOSE ALL THAT APPLY)
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of acquisition as they expand in the key growth 
markets across the region. 

As the director of strategy at a South Korean tech 
company pointed out: “Rapid improvements in the 
products and services at Internet and digital media 
companies will bridge the gap between customers 
and businesses, and the improvements will continue 
as consolidation brings the best companies on the 
market together so they can streamline processes and 
yield synergies. In time, this could spill over into the 
software business as new applications and features 
get required to increase customer outreach and 
engagement within this segment of the ICT space.”

And regarding consolidation in the semiconductor 
space, the CFO of a Japanese high-tech company said: 
“The [semiconductor] industry has seen its highest 
peak in demand during the past four years, mainly 
as the demand for handsets and digital technology 
reached its apex. New chips were being launched 
by the semiconductor industry in order to support 
innovation in the mobile and telecom businesses. 
However, now the industry is seeing a shift as demand 
begins to decline and the sector overall faces an 
overcapacity crisis.” 

As overcapacity affects the pricing power of 
semiconductor companies, many are resorting 
to aggressive cost-cutting measures, slated to 
be the dominant drivers of consolidation in the 
semiconductor and broader ICT space alongside 
competitive pressures (figure 9).

Trimming costs 
(in manufacturing, 

sales, engineering, etc.)

Competitive 
pressure from 
consolidating

rivals

Margin pressure 
and desire
to harness 
synergies  Keeping 

pace with 
technological 

change 

Amount
of cash

available

58%

54%

Adding diversity
to product lines 
and to develop 
better-rounded 
product profile

46%

Keeping pace 
with customer 

demand

42%

38%
33%

29%

FIGURE 9:  WHAT ARE THE TOP DRIVERS OF 
INDUSTRY CONSOLIDATION IN THE TMT/ICT 
SPACE? (PLEASE CHOOSE THREE.)



Asian nontech corporations

State-owned enterprises

Sovereign wealth funds

Internet Big Four (Facebook, Apple, Google, Amazon)

Private investors and high-net-worth individuals

Private equity

Asian tech corporations

US and European tech corporations

92%

96%

92%

75%

50%

21%

21%

13%

INTEREST FROM HOME AND ABROAD
An overwhelming 96% of respondents said industry 
consolidation in the TMT/ICT industry is expected 
to be led by cash-rich US and European tech 
corporations looking for ways to increase their access 
to key markets in Asia Pacific while acquiring new 
technologies at affordable valuations (figure 10). 
According to the director of strategy at a South Korean 
tech company, “These companies continue to show 
interest in Asia Pacific as they search for companies to 
fill gaps in their existing portfolios and processes while 
also acquiring low-cost production bases to help them 
achieve greater cost savings.”

Likewise, Asian tech companies and private-equity 
investors (92% each) will be active participants in this 
trend. The executive vice president at a South Korean 
tech company said: “Asian tech corporations are in the 
midst of strengthening their presences by targeting 
new technological assets for which they search first in 
their own markets and regional markets before looking 
overseas. There are new opportunities to invest in this 
market as start-ups seek funding for innovation, and 
that’s attracting tech corporations because they can 
add value to R&D and together build new solutions to 
facilitate better growth in the market.”

Private-equity firms are also looking to add hot new 
tech companies to their existing portfolios so they 

can boost their existing tech platforms and create 
synergies. The CFO of a Taiwanese tech company 
said private-equity firms and their businesses “have 
changed their strategies and are now including 
technology businesses in their portfolio to facilitate 
better growth across their portfolio companies 
by applying technological advancements across 
their operational environments, and their ability to 
lead consolidation activity comes with high capital 
investment capacity, which is most important in driving 
development in the technology sector.”

FIGURE 10:  WHICH OF THE FOLLOWING GROUPS DO YOU THINK WILL LEAD TMT/ICT INDUSTRY 
CONSOLIDATION ACTIVITIES IN ASIA PACIFIC IN THE NEXT 12 MONTHS? (PLEASE CHOOSE ALL THAT APPLY)

$127bn
Approximate USD value of TMT acquisitions in Asia 
Pacific from Q1-Q3 2016
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Consumer 
goods

Restructuring will be a key theme among consumer 
goods companies in Asia Pacific as many begin 
reevaluating their current strategies and businesses 
to meet the changing needs and tastes of Asian 
consumers. Indeed, 67% of respondents said such 
measures will be the lead initiative in the next six 
months (table 2). However, in the midterm to long 
term, deeper consolidation may be needed as industry 
participants try to expand their market reaches and 
product portfolios. 

Restructuring in the consumer goods sector is likely 
geared toward improving operations and supply 
channels to meet increasing consumer interest in key 
growth markets, such as India and China. Additional 
actions in the near term will also include divestments 
of noncore businesses and product lines (said 57% 
of respondents) that are failing to contribute to 
market share and revenue growth. The development 
of new business models (38%) should also occur 
as companies explore new ways of reaching out to 
consumers across the region. 

As Asia Pacific’s middle class continues to 
expand—and to create more demand for a variety 
of consumables—consolidation could be needed 

as companies search for ways to maintain revenue 
growth and profitability while expanding production to 
fulfill increasing orders. At the same time, competitors, 
too, are entering the mix to meet that demand, and 
their entries are creating new challenge areas for 
consumer goods companies as they try to attain and 
maintain customer loyalty in the current market (figure 
11). Industry consolidation will likely become the 
main initiative in the next five years, according to 86% 
of respondents, as larger, international and regional 
brands acquire local market businesses to expand. 

The CFO at a Chinese consumer goods company 
reinforced that by saying: “Consolidation will help 
achieve greater access throughout the market. It will 
help reduce operational costs and transportation 
expenditures. And it will create diverse product 
ranges that will lead to growth in sales and revenues. 
Ultimately, those economies of scale will help develop 
our market dynamics.”

Developing those economies of scale was at the top of 
initiatives respondents said companies should take to 
increase their profitability (figure 12).  

TABLE 2: TOP THREE MOST-LIKELY CORPORATE ACTIONS TO BE EXECUTED ACROSS TIMEFRAMES

Next six months Next year Next five years

Restructurings (67%) Launches of new products  
and services (71%)

Industry  
consolidation (86%)

Divestments (57%) Industry  
consolidation (67%)

Launches of new products  
and services (67%)

Development of new  
business models (38%)

Development of new  
business models (57%)

Development of new  
business models (62%)



THE UNBRANDED-GOODS OPPORTUNITY 
Respondents seem to be focusing predominantly 
on consolidation to achieve economies of scale and 
improve procurement to increase profitability, but 
many may be overlooking a great opportunity area 
to realize growth and returns: unbranded goods, 
also known as private-label products. That oversight 
is apparent by the low number of respondents in 
figure 12 who said unbranded goods would be key to 
increasing their companies’ profitability.

Unbranded goods and private labels are becoming 
global phenomena, with branded manufacturers losing 
ground to private-label products in key markets like 
Europe, according to research published by the Journal 

*Options rated on a 1- to 5-point scale of increasing difficulty. Results are mean average where higher numbers indicate higher levels of difficulty.

FIGURE 11:  WHAT ARE THE BIGGEST CHALLENGES FACING CONSUMER GOODS COMPANIES?* 
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the consumer goods space within the next five years
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of International Marketing. Historically, however, 
private-label products have been less prominent in 
emerging markets, where consumer appetites tend to 
favor more widely-recognized international brands. But 
that trend is set to shift as more local brands appear 
on store shelves in Asia’s emerging markets and as 
cost-conscious consumers look to the more-favorably-
priced private labels. 

For global and regional retailers, private labels offer 
a number of advantages, primarily, competitive 

differentiation and profit potential. For instance, 
Japanese supermarket chain ÆON plans to place 
greater emphasis on the Southeast Asia market by 
bolstering its lineup of private-label goods under its 
TOPVALU brand. According to a Nikkei report, the 
supermarket operator will offer TOPVALU goods at 
lower prices than prices for similar products from the 
big local brands across the subregion. 

*Options rated on a 1- to 5-point scale of increasing priority. Results are mean average where higher numbers indicate higher levels of priority.

FIGURE 12:  WHAT ARE THE KEY INITIATIVES FOR CONSUMER GOODS COMPANIES TO INCREASE 
PROFITABILITY?* 
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Many of the major shipping companies have sunk 
into distress in the wake of the chaos caused to 
the global industry by a capacity glut. That distress 
was highlighted by the recent bankruptcy of South 
Korea’s Hanjin Shipping, which represented the largest 
collapse of a container-shipping company in history. 
Now, respondents agree that Asia Pacific’s shipping 
corporations must change course. 

Generally, respondents view restructuring (89%) as 
the logical course for Asia Pacific’s ailing shipping 
companies (table 3). The reasons are obvious. As the 
director of finance at a Taiwanese shipping company 
puts it, the shipping industry “must adapt to the new 
environment of slow growth and reduced trade flows. 
The first step will be to restructure in order to deal with 
overcapacity and reduced margins. Companies will 
have to focus on lines that are in demand and come 
up with ways of combining operations to deal with 
competition.”

Restructuring will continue to be part of corporate 
action plans in the next year, with the need for industry 
consolidation arising once those restructured shipping 
companies reach less-turbulent waters. As a number 
of respondents mentioned, certain particularly 

financially troubled companies must first turn around 
their operations or address debt issues before they 
become able to merge or be acquired by industry 
peers. 

At whatever point in the future that consolidations do 
occur, they will likely be driven by shipping companies 
in domestic markets (78%) (figure 13). In addition to 
their obvious advantage of knowing the local market, 
domestic-market shipping companies may also be 
able to avoid the potentially arduous regulatory barriers 
that foreign shipping corporations may have to hurdle. 

To a lesser extent, both US and European shipping 
corporations will also participate in the trend (67%). 
The partner of a Hong Kong-based private-equity 
firm said, “US and European acquirers entering the 
Asia Pacific market to gain better cost efficiencies 
in their trade and operations, together with favorable 
valuations, will continue attracting more foreign players 
to the market.”

A high number of respondents said they also expect 
private investors (74%) and private-equity firms 
(67%) to be lead participants in the trend. “Private-
equity investors have sufficient capital to inject 

Shipping

TABLE 3: TOP THREE MOST-LIKELY CORPORATE ACTIONS TO BE EXECUTED ACROSS TIMEFRAMES

Next six months Next year Next five years

Restructurings (89%) Restructurings (63%) Industry consolidation (59%)

Performance improvements (67%) Industry consolidation (48%) Development of new  
business models (59%)

Domestic roll-ups and  
business combinations (52%)

Development of new business 
models (41%)

Domestic roll-ups and  
business combinations (41%)
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Asian nonshipping corporations

State-owned enterprises 

Sovereign wealth funds 

Asian shipping corporations 

Private equity 

US and European shipping corporations

Private investors and high-net-worth individuals

Shipping companies in domestic market 

78%

74%

67%

67%

63%

59%

30%

22%

FIGURE 13:  WHICH OF THE FOLLOWING GROUPS DO YOU THINK WILL LEAD SHIPPING INDUSTRY 
CONSOLIDATION ACTIVITIES IN ASIA PACIFIC IN THE NEXT 12 MONTHS? (PLEASE CHOOSE ALL THAT APPLY)

into these businesses, and the shipping industry’s 
requirement for significant investment is creating even 
more opportunities,” said the managing director of a 
Japanese shipping company. “The increasing demand 
will facilitate greater returns in the long run, which 
private-equity investors are looking to capitalize on in 
the coming years.” 

SAVING SOUTH KOREA’S SINKING SHIPS
In Asia Pacific, the consensus among respondents 
was that aggressive cost cuts (78%) and cuts to ship 
overcapacity and construction (78%) would be the most 
effective measures for alleviating stress in the shipping 
industry, but it’s a different story in South Korea. Here, 
the dire nature of the situation may necessitate early 



action in consolidation efforts (figure 14). A full 89% 
of respondents agreed, with the same percentage 
pointing out that aggressive cost cutting will also be 
needed. To a lesser extent, cutting ship overcapacity 
and construction (85%) and scrapping existing ships in 
the fleet (81%) may be necessary. 

According to the director of a South Korean 
government-funded research institute: “It is certain 
that South Korea’s shipping industry must undertake 

aggressive cost-cutting measures to come out of 
stress, but cost-cutting measures alone will not be 
enough. The industry is going to have to come up with 
innovative ways of reducing financial and operational 
strains and making the best use of all of the growth 
and restructuring steps. Things like reducing the 
number of voyages by building large, multipurpose, 
and cost-effective vessels that can carry more 
containers in a single voyage and also use less energy 
is required now.”

Aggressive
cost cuts

Mergers between
shipping companies

78% 89%
67%

89%

 Cutting ship overcapacity
and construction 

78% 85%

 Scrapping and
overcapacity demolition

56%
81%

 Workforce rationalization

44%
67%

 Vessel-sharing agreements 
(inclusive of networks

and port calls) 

74% 67%

 Reducing number
of voyages

22%
37%

FIGURE 14:  WHICH OF THE FOLLOWING WILL BE MOST EFFECTIVE IN ALLEVIATING STRESS IN THE ASIA 
PACIFIC SHIPPING INDUSTRY? (PLEASE CHOOSE ALL THAT APPLY)

 Across Asia Pacific   South Korea
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FIXING THE LEAKS: 
RESTRUCTURING THE SOUTH 
KOREAN SHIPPING INDUSTRY

Most respondents agreed that companies in South 
Korea’s shipping industry must be restructured. The 
country’s largest shipbuilding companies posted 
record losses in 2015, and 2016 looks no better 
as demand continues to dwindle and growing 
competition from Chinese shipbuilders creates new 
challenges. The stress is reaching critical levels; for 
some, insolvency is shaping up as a reality; and many 
may be looking to reorganize their financial structures 
in order to remain afloat. 

As the majority of respondents noted, such 
restructurings are expected to be court led, which 
should produce mostly positive results (44%), if not 
very positive results (11%) (figure 15). Almost a quarter 
of respondents, however, said the results are likely to 
be neutral (22%), exerting little effect but serving to 
keep companies from liquidation. 

Government involvement will provide support and—
more importantly—the financial muscle needed for the 
nation’s shipping companies to begin their about-face 
to growth and perhaps even profitability—however 
minimal it may be initially. Respondents said the 
financing of shipping companies to pay down their 
debt would come mostly from government bodies 
(92%), as opposed to private lenders (8%). 

Restructurings will not be without their opposition. 
Three groups are likely to stand in the way of 
turnaround efforts—namely, labor unions (70%), 
creditors (67%), and company leadership and 
management teams (67%) (figure 16). 

As the CFO of a Chinese shipping company said: 
“Layoffs are going to affect labor unions, which will 
result in challenges in conducting restructurings. 
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FIGURE 15:  WILL COURT-LED RESTRUCTURINGS 
BE PART OF THE KOREAN SHIPPING NARRATIVE 
IN THE YEAR AHEAD? IF YES, HOW LIKELY ARE 
THESE RESTRUCTURINGS TO PRODUCE POSITIVE 
RESULTS/TURNAROUNDS IN OPERATIONS?

 No 

 Yes, but likely to produce neutral results 

 Yes, and likely to produce somewhat positive results 

 Yes, and likely to produce very positive results 

11%

44%

22%

19%

The rate of unemployment is likely to increase, and 
employees who find themselves without jobs are likely 
to act out, applying labor union activism to stall the 
restructuring process.”

As for creditors, the CFO of an Indian shipping 
company said: “Creditors are being unreasonable 
toward the shipbuilding industry in South Korea; 
most of the private creditors have withdrawn their 
investments and moved to more-stable industries, 
and this is affecting restructuring activity because 
the availability of capital to restructure operational 
environments has decreased. This will lead more 
businesses in this sector to file for bankruptcy in  
South Korea.”
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And the chief strategy officer of a South Korean 
shipping company added, “Creditor-led conditional 
workout programs are not very effective because they 
focus on returning value to creditors, which does not 
allow businesses to benefit in any way; and hence 
restructurings end up adding no value to businesses 
apart from satisfying their creditors.”

Some company leadership and management teams 
are obstructing the restructuring and turnaround 
process. A manager at a Chinese shipping company 
said: “Company leadership and management teams 
in the shipping industry in South Korea, as well as all 
of Asia Pacific for that matter, lack the knowledge 
and experience required to execute a successful 

restructuring. Even when consulting advisors, they 
may question the advice given by those advisors and 
disagree with them. The result is that nothing gets done 
and the company sinks further into distress.”

FIGURE 16:  WHAT WILL BE THE BIGGEST BARRIER TO SUCCESSFUL RESTRUCTURING?  
(PLEASE CHOOSE ALL THAT APPLY)
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Our survey found that hopes of an economic recovery 
across Asia Pacific remain elusive. More than half of 
respondents (54%) said economic conditions overall 
are worse than they were 12 months ago, and only 
about a quarter (24%) said they expect only modest 
improvements in the year ahead (figure 17). 

The slowdown in global trade (97%) and uncertainty 
in emerging markets (88%) were the two largest 
macrotopics respondents said were affecting 
current economic conditions and corporate 
restructuring activity (figure 18). However, financial 
reform and regulatory changes will likely have the 
largest impacts in the next 12 months, especially 
in China and Japan. The director of investment at a 
Chinese corporate and commercial bank said, “New 
financial reforms and negative political influences 
are restricting restructuring activity as state 
governance is increasing, and this is affecting foreign 
investments, which in turn is affecting the overall 
results of restructuring activity.”

And the CEO of a South Korean consumer goods 
company said: “Even today the financial system is 
still unstable; there are lingering doubts about the 
fundamental conversion of the economic system; and 
there is underlying structural weakness. There is also 
generally a lack of financial reform, and whatever the 
government is doing is not really enough to restore 
confidence among corporates so that they can stop 
feeling worried about capital availability.” 

WHAT TO EXPECT ACROSS THE REGION
The long list of macrofactors will likely have the greatest 
impact on China and Japan, where large percentages of 
respondents said they expect economic conditions to 
worsen in the year ahead (figure 19). 
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FIGURE 17:  HOW DO CURRENT ECONOMIC 
CONDITIONS ACROSS ASIA PACIFIC COMPARE TO 
THOSE FROM 12 MONTHS AGO? WHAT ARE YOUR 
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Slow growth in China is expected to continue, with 
projections of 6.5% to 7% for 2016 compared with 
6.9% in 2015, the slowest expansion in a quarter of a 
century. In October, Chinese Premier Li Keqiang said 
China’s economy had performed better than expected 
in the third quarter and that the country’s debt risks 
were under control. However, nonperforming loans 
continue to plague the financial sector, and default 
rates on corporate debt have started to rise again 
since an initial wave that started in 2012.4  At present, 
corporate China may be sitting on $18 trillion in debt, 
or roughly 169% of GDP as the central government 
continues to finance weak companies.5

In Japan, economic recovery has all but ground to 
a halt. Even amid government support and easy 
monetary policy to stimulate growth, the economy 
expanded by only 0.2% in the April-June quarter, much 
weaker than the 2% expansion in the first quarter 
of 2016, according to figures from the Japanese 
government. Shocks from the slowdown in China and 
Britain’s vote earlier this year to leave the European 
Union weighed heavily on the economy, already reeling 
from a shrinking population and an aging workforce.6

Economic growth and recovery may remain wishful 
thinking for much of the rest of Asia Pacific. In Hong 
Kong, given its dependence on and ties to the Chinese 
economy, the worst may be yet to come as the special 
administrative region struggles to fend off a recession, 
because even though in the second quarter of 2016 
Hong Kong’s economy grew at its fastest pace since 
2011, skeptics among industry observers and many 
respondents in our survey have maintained that declining 
consumer spending and a prolonged moderation in 
shipping activity through the city’s harbor will weigh on 
any growth prospects in the months ahead.7
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4  ”China’s premier says its economy exceeded expectations in the third quarter,” Reuters, October 11, 2016.
5 “Here’s how China plans to cut its massive corporate debt,” Fortune, October 10, 2016. 
6 The numbers behind Japan’s sputtering economy,” New York Times, August 14, 2016.
7  ”Hong Kong looks headed for recession,” Wall Street Journal, May 16, 2016.

FIGURE 18:  WHICH OF THE FOLLOWING MACRO 
TOPICS IS HAVING THE MOST SIGNIFICANT 
IMPACT ON OVERALL CONDITIONS AND 
CORPORATE RESTRUCTURING ACTIVITY, AND 
WHICH DO YOU ANTICIPATE TO HAVE SUCH 
IMPACT IN THE NEXT 12 MONTHS? 

 Next 12 months  Current
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In South Korea, troubles at some of the country’s leading 
corporations have weighed heavily on the economy. 
Amid the declining conditions at Samsung (smartphone), 
Hyundai (automotive), and Hanjin (shipping), the South 
Korean economy slowed to 2.7% growth in the third 
quarter of 2016, a decline from the 3.3% growth seen in 
the second quarter.8  Respondents likewise said they feel 
that economic conditions will remain the same (68%) or 
worsen (16%).

The lone exception in Asia Pacific, according to 
respondents, will be Taiwan, where 83% of respondents 
anticipate that economic conditions will somehow 
manage to improve, albeit moderately. Exports and 
consumption in the year’s first half were higher than 
initial projections, according to the Taiwanese Directorate 
General of Budget, Accounting and Statistics, which 
provides a glimmer of hope for the economy. However, 
shaky demand from China through year-end could see 
annual growth and expectations slip. 9

FIGURE 19:  WHAT ARE YOUR EXPECTATIONS FOR 
ECONOMIC CONDITIONS 12 MONTHS FROM NOW 
IN THE FOLLOWING COUNTRIES?
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8 “South Korea economy slows amid cluster of corporate woes,” Financial Times, October 25, 2016.
9 Taiwan just raised its GDP outlook for this year,” Fortune, August 20, 2016.



Conclusion:
Balancing priorities

Management teams across Asia Pacific have a 
number of levers at their disposal as they decide 
which growth strategies to implement. Consolidating 
businesses within the same industry is one of those 
levers, albeit one that should be considered only after 
several others have been pulled. 

Is this a wise course of action, or should corporates 
bump potential mergers with their industry peers 
up their list of priorities? It may not come down to 
a simple yes or no but, rather, the realization that 
consolidation in certain sectors—and specifically those 
highlighted in our research for this report—is a must 
if companies in those industries are to survive the 
current downcycle in the global economy. 

It means that Asian corporations will have to complete 
their current short-term strategies and transition 
quickly through them. Cost cutting, restructuring of 
debt, and chasing new markets can alleviate certain 
strains on revenue and market share growth, but they 
may only be sticking plasters in the form of a quick fix 
for a short list of issues, a fix that does not shore up 
the broader challenges within an industry. 

So, what should companies do?

Restructuring is clearly necessary at a number of 
companies and in a number of business lines to 
fix operational and financial issues. How that gets 
done is up to management teams and the solution 
providers they consult. In the short term, corporate 
reorganizations or rehabilitations can benefit only 
certain companies. 

The option to consolidate should also be added to 
the list of short-term growth strategies, as opposed 

to consolidation as an option of later or last resort. 
Mergers within industries take time, and unlike internal 
fixes and organic growth, they’re often rife with risks 
that could delay such initiatives—or even set back 
growth agendas—if managed ineffectively. 

Therefore, the sooner the decision to pursue an 
acquisition or to consolidate within an industry gets 
made, the sooner the challenge areas can be identified 
and averted. And, more positively, Asian corporations’ 
early actions mean that companies that consolidate 
within their industries can enjoy the immediate 
benefits of synergies, economies of scale, and 
increased market share as they absorb competitors—
at the same time that they confront the challenges 
of the new normal of slow economic growth and 
recession on a potentially global scale.
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Methodology

  Corporate

  Government (SWF, central bank, regulatory body, think tank) 

  Major corporate and commercial bank

  Law firm

  Private equity/Hedge fund

In September 2016, Remark, the publishing division 
of Mergermarket, surveyed 105 corporates, bankers, 
lawyers, and fund managers across Asia Pacific to 
gain insights into the current market for restructuring 
and industry consolidation. The 105 consisted of 65 
respondents from corporates, 5 from law firms, 15 
from major corporate and commercial banks, 5 from 
private equity/hedge funds, and 15 from sovereign 
wealth funds (SWF), central banks, regulatory bodies, 
or think tanks. 

Survey results and graphs whose figures sum to 
more than 100% resulted because respondents were 
allowed to choose more than one answer.

All $ symbols refer to US dollars unless otherwise stated.

All data quoted is proprietary Mergermarket or 
AlixPartners data unless otherwise stated.
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About Mergermarket

ABOUT MERGERMARKET
Mergermarket is an unparalleled, independent 
mergers and acquisitions (M&A) proprietary 
intelligence tool. Unlike any other service of its kind, 
Mergermarket provides a complete overview of the 
M&A market by offering both a forward-looking 
intelligence database and a historical deals database, 
achieving real revenues for Mergermarket clients.

ABOUT REMARK
Remark, the events and publications arm of the 
Mergermarket Group, offers a range of publishing, 
research and events services that enable clients 
to enhance their own profile, and to develop new 
business opportunities with their target audience.

For more information, please contact:

Naveet McMahon 
Publisher, Remark Asia 
naveet.mcmahon@mergermarket.com
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About AlixPartners 

In today’s fast paced global market timing is everything. You want to protect, grow or transform 
your business. To meet these challenges we offer clients small teams of highly qualified 
experts with profound sector and operational insight. 

Our clients include corporate boards and management, law firms, investment banks, investors 
and others who appreciate the candor, dedication, and transformative expertise of our teams. 
We will ensure insight drives action at that exact moment that is critical for success. 

When it really matters. alixpartners.com.
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