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Methodology

Mid-market M&A refers to deals valued between US$10m and US$250m.

“YTD 2016” in all references refers to actual figures from data collected 
as of 27 July 2016.

The denotation “2016f” in charts, unless otherwise stated, refers to forecasted 
figures for full-year 2016 with a projected variance of +/-20%.

All charts and tables represent proprietary Mergermarket data unless otherwise 
stated. Percentages may not sum to 100% due to rounding.

All dollar figures unless otherwise stated are in US dollars. Monetary values  
not originally in US dollars were converted to US dollars using OANDA 
(www.oanda.com) currency exchange rates at the time of writing.

“Australasia” refers to Australia, Fiji, Guam, Marshall Islands, the Federated 
States of Micronesia, New Zealand, Papua New Guinea, Samoa, Solomon 
Islands and Tonga.

“Greater China” refers to China, Hong Kong, Macau and Taiwan.

“South Asia” refers to Bangladesh, India, Maldives, Nepal, Pakistan and Sri Lanka.

“Southeast Asia” refers to Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, 
Philippines, Singapore, Thailand and Vietnam.
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After several years of rapid growth, M&A across Asia-Pacific had its best 
year ever in 2015. While deal volumes and values are both down in 2016 
year to date, we anticipate the year will close out across Asia-Pacific with  
an overall solid performance and up on the five-year average.

While the region continues to increase 
its dominance in the political and 
economic arenas, ensuring its place 
at the global deal table, Asia-Pacific 
mid-market M&A has grown its 
share of the world’s total mid-market 
activity by 11%, from 28% in 2011 
to 39% in 2015.

The past 18 months, however,  
have been a time of extremes.  
2016 opened to another meltdown  
on Chinese stock markets, sparking  
a frantic global selloff. As the year 
progressed, other global events  
reduced investor confidence, and  
many potential buyers adopted a  
wait-and-see stance to acquisitions 
against uncertainty following Britain’s 
vote to leave the European Union  
and the run-up to the presidential 
elections in the US.

At the corporate level within Asia-
Pacific, a number of factors have 
contributed to the recent moderation 
in M&A. As various industries tighten 
their belts in preparation for any 
extended lull in demand, companies 
that had leveraged up to expand 
production at the height of Chinese 
and global demand are finding 
themselves slipping into distress. 
Many are dangerously on the brink 
of default, and as such, expanding 
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YTD 2016: 1,973 deals
worth US$364.4bn
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via acquisition is little more than an 
afterthought. Divestitures and asset 
sales have become a going theme as 
many corporations implement deep-
rooted selloffs to pay down debt and 
reinforce their balance sheets. 

However, despite declining M&A 
activity—with H1 2016 falling behind 
H1 2015 by 36% in volume and 
45% in value—Asia-Pacific continues 
to be a region of importance among 
international acquisition totals. As  
a percentage of global M&A, the region 
accounted for 24% of deals and values 
in 2015, a noticeable increase from 
19% in 2011. YTD 2016, those totals 
have reduced slightly, to 20% of global 
volume and 22% of global value, as 
uncertainty thickens amid shaky growth 
within the region’s dominant markets. 

As such, dealmakers are taking up  
a more cautious stance in valuations 
and dealmaking, the result of which has 
seen fewer headline-grabbing megadeals 
and more deals in the mid-market 
(deals valued between US$10m and 
US$250m). YTD 2016, mid-market 
deals make up 58% of Asia-Pacific  
deal volume and 22% of value, and 
have consistently contributed to more 
than half the deal count since 2011. 
This compares to global totals of 32% 
by volume and 13% by value.

Analysing the trends and opportunities 
shaping the mid-market space in 
Asia-Pacific, Baker Tilly International 
has teamed up with Mergermarket to 
examine individual markets and deal 
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drivers that are providing impetus  
to these developments. We’re also 
looking ahead in anticipation of  
what the rest of 2016 and early  
2017 will hold. 

As 2016 progresses, those waiting for 
valuations to rise may be compelled 
into taking action as investors watch 
an increasing number of deals close 
at lower valuation levels in various 
sectors. Against the backdrop of 
slow global growth, organic growth 
may be slow to transpire. Companies 
under pressure to meet shareholder 
expectations may be turning to buy-
and-build M&A and using the mid-
market to achieve accelerated growth 
and, more importantly, to arrive at  
the transformative deal that would  
put them ahead of the competition 
in an unstable business climate.

Deal size breakdown by volume (YTD 2016)
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Asia-Pacific: A macro view
Asia-Pacific is uniquely placed in the broader picture 
of the world economy. The region is widely known 
for its diverse mix of economies, from fast growing 
to underdeveloped through to vibrant emerging 
markets that have acted as engines for regional and 
global growth. It is also home to some of the largest, 
most advanced economies in the world, like Australia 
and Japan, along with some of the poorest, such 
as Cambodia and Papua New Guinea. Perhaps the 
more compelling comparison within the region is the 
difference between those economies soaring above 
the global average and those struggling to keep pace, 
or outright underperforming it.

In spite of its continued slowdown in growth, China 
remains the second largest economy in the world, 
dominating the growth of the region as a whole with  
its estimated GDP growth rate of 6.5%–7% in 2016.  
As it transitions from an export-led economy focused 
on low-value manufacturing to a consumption-
oriented economy targeting higher-value production, 
neighbouring India has been reported to have 
overtaken China as the fastest growing major economy 
in the world this year. With its “Make in India” 
campaign, the South Asian country also appears to 
have ambitions of becoming the world’s new factory. 
Japan, while a relatively small country, boasts the 
third-largest economy in the world, and is a global 
leader in high-tech consumer goods and automobile 
manufacturing, famed for its unparalleled lean 
manufacturing processes with a focus on precision, 

quality and efficiency. Coming in behind as the 11th 
largest economy in the world, South Korea is a mixed 
economy dominated by family-owned conglomerates 
called chaebols, and is in the midst of business 
transformation for generational change. Meanwhile, 
the 10-country Association of Southeast Asian Nations 
(ASEAN) is domicile to a patchwork of economies, 
which have recently signalled their desire to compete 
as a unified economy with the establishment of the 
ASEAN Economic Community in December 2015. 
On one hand, the ASEAN consists of a number of less 
developed emerging markets, such as Indonesia, which 
have traditionally been reliant on their rich natural 
resources to generate wealth. On the other hand, highly 
developed but resource-starved Singapore is taking 
the lead in regional advancements in technological 
sophistication and services-oriented industries, and 
Malaysia is following suit. At the same time, frontier 
markets such as Vietnam and Cambodia have only 
recently begun opening their doors.

On the other end of the spectrum, advanced economies 
such as Australia and New Zealand post more 
stable growth rates, attracting investors with their 
mature markets, political stability, and strong legal 
and regulatory frameworks. Both markets also boast 
reputations for low corruption levels and business 
integrity. In the midst of a rebalancing from a resources-
reliant economy towards a service-based one, Australia 
is seeking to rejuvenate its economy by channelling 
investment towards innovation and technology.
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Mid-market M&A in Asia-Pacific has been on the rise since 2011.  
In 2015, the market saw 2,405 deals worth US$163.9bn completed, 
registering an 85.4% increase in value and a 71.9% increase in volume 
from 2011. Activity in YTD 2016 is following a similar trend, having 
seen 1,147 mid-market deals worth US$78.5bn. 

Challenges, risks, opportunities
Some of the key challenges of 
investing in Asia-Pacific’s mid-market 
lie in the processes of finding targets, 
conducting due diligence and deal 
valuation. In finding a suitable target, 
some jurisdictions impose market 
limitations on foreign investment, 
while the level of financial disclosure 
may not comply with internationally 
recognized standards in others. In 
addition, information about private 
or family-owned companies may 
be difficult to find, and stakeholder 
networks surrounding a potential 
target may be bigger and more 
complex than meets the eye. 

From a due diligence perspective, 
there is heightened reputational risk, 
as investors may run into target-related 
compliance issues when investing 
in the mid-market in emerging 
economies, and could run the risk of 
inadvertently breaching anti-corruption 
and anti-money laundering laws from 
their home jurisdictions, such as 
the far-reaching US Foreign Corrupt 
Practices Act or the UK’s Bribery Act.

However, Asia-Pacific’s mid-market 
does offer extensive upsides, especially 
when compared to the more mature 
and sometimes saturated markets in 

Asia-Pacific’s mid-market

the US and Europe. Asian mid-market 
companies tend to have developed 
the requisite muscle designed for 
competition in temperamental 
economic conditions, giving them 
more firepower and drive than small-
caps or start-ups. They are also more 
agile and flexible than their larger 
bulge-bracket corporate peers. 

From a transactional perspective, 
established listed companies making 
acquisitions in the mid-market bracket 
are less likely to trigger the need for 
shareholder approval, reducing the 
need for long drawn-out approval 
processes. Additionally, well-structured 
acquisitions in the mid-market 
translate into less risk for acquirers 

The mid-market value proposition

Mid-market companies lend themselves relatively easily towards 
acquisitions of the bolt-on variety. This is due to the fact that they are more 
likely to have product and service offerings, know-how, or technologies 
that have survived and thrived in the development and testing stages, 
reaching a certain level of maturity. Integrating such a business to the 
buyer’s portfolio at this point allows larger international corporate buyers 
a convenient, lower-risk means of expanding into new service lines and 
markets with minimal disruption to the buyer’s business continuity. They 
are also likely to possess the capabilities or potential for operating on a 
global scale without neglecting local or national markets, while small-caps 
and start-ups may lack global reach.
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 Deal volume  Deal value

than a bulge bracket deal, as the 
acquirers can exert a greater influence 
on the acquired business, and mid-
market entrepreneurs or founders  
are likely to be more vested in the 
future of the business and thus  
more motivated to stay on to ensure 
that the business is integrated  
or transitioned smoothly.

Sectors overview
Widely considered the manufacturing 
base for the global economy, the 
industrials and chemicals sector 
has been seeing the most M&A, 
accounting for 22% of deals and 19% 
of value since 2011. Of late, this 
activity has been driven by regional 
and multinational corporates relocating 
their manufacturing bases from China 
to Southeast Asia. The sector is also 

experiencing disruption by emerging 
technologies, the most noteworthy  
of which is 3D printing, which is 
finding wide-ranging applications from 
aerospace to automotive.

Reflecting changes in the market as 
demographics shift and middle classes 
emerge, the technology, media and 
telecommunications (TMT) sector has 
become a key industry driving mid-
market M&A, accounting for 17% 
of deals and values over the past 
five years. Advances in technology 
continue to be the target of high-
profile acquisitions as corporates seek 
innovative approaches to business 
to out match their competitors. 

Demographics have also been behind 
acquisitions into the consumer space. 
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Deal volume % of total volume Deal value (US$m) % of total value

Industrials and chemicals 2,531 22%  $147,165 19%

Technology, media and  
telecommunications

1,933 17%  $128,551 17%

Consumer 1,238 11%  $80,453 11%

Energy, mining and utilities 1,170 10%  $84,202 11%

Business services 974 8%  $50,147 7%

Pharma, medical and biotech 858 7%  $52,882 7%

Financial services 827 7%  $61,514 8%

Leisure 586 5%  $35,596 5%

Construction 506 4%  $35,672 5%

Real estate 440 4%  $34,251 5%

Transport 419 4%  $31,197 4%

Agriculture 202 2%  $12,634 2%

Defence 7 <1%  $355 <1%

As the consumer class expands across 
Asia-Pacific, highlighted by Greater 
China and South Asia, demand for 
consumer goods and services is creating 
abundant opportunities in everything 
from retail to food and beverage. 

Other opportunity sectors include 
pharma, medical and biotech (PMB) and 
leisure. In the PMB space, the medical 
technology sub-segment spearheads 
innovation in healthcare. Big pharma 
is also returning to the deal table after 
the Allergan and Pfizer break up, driving 
industry consolidation to cut costs while 
making smaller strategic acquisitions 
to strengthen core competencies and 
secure a lead against competitors.  

Cross-border dealflows
In 2015, Asia-Pacific posted 763 
cross-border mid-market deals worth 
US$52.6bn, accounting for 32% of 
total mid-market volume and 32% of 
value in the region. 

YTD 2016, the region has seen 364 
cross-border mid-market deals worth 
US$25.8bn, or 32% in volume terms 
and 33% by value. 

China is the top target jurisdiction for 
mid-market cross-border deals in the 
region, accounting for 1,056 deals 
worth US$69.7bn from 2011 to YTD 
2016. The US contributes to the 
highest mid-market inbound interest 
into the Asia-Pacific region, accounting 
for 613 deals worth US$43.6bn from 
2011 to YTD 2016. 

US interest in the region is often 
driven by its desire to locate untapped 
markets for expansion beyond 
saturated domestic markets, or the 
need to secure cheaper production 
bases. Meanwhile, intra-regional deals 
are often driven by conglomerate or 
corporate restructurings, the disposal 
of non-core assets by multinationals, 
and Asia-Pacific companies seeking 

Mid-market M&A 
for full-year 2015 
has increased 85% 
in value and 72% in 
volume since 2011 
and 2016 is following 
a similar trend. 

Mid-market M&A by target sector (2011–YTD 2016)
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Deal volume Deal value

Greater China 37% (1,407 deals) 37%

Australasia 18% (698) 18%

Southeast Asia 18% (682) 18%

South Asia 17% (637) 16%

South Korea 5% (203) 6%

Japan 3% (129) 4%

Rest of Asia 1% (47) 2%

Deal volume Deal value

South Asia 29% (382 deals) 29%

Australasia 24% (315) 21%

Greater China 24% (310) 25%

Southeast Asia 12% (152) 12%

South Korea 6% (75) 6%

Japan 4% (51) 6%

Rest of Asia 2% (23) 2%

Deal volume Deal value

North America 55% (724 deals) 58%

Western Europe 30% (398) 27%

Northern Europe 3% (45) 4%

Africa 3% (42) 3%

Southern Europe 3% (36) 2%

Middle East 3% (34) 4%

Central and Eastern Europe 1% (17) 1%

South America 1% (10) 1%

new markets as the first stage in 
realising their global ambitions. 

Inbound
In 2015, the region saw 233 inbound 
mid-market deals worth US$15.3bn, 
and 101 deals worth US$7.7bn in 
YTD 2016—so the sub-region is on 
track to achieve similar results as 
2015. From 2011 to YTD 2016, 
most of the region’s inbound deals 
have originated from North America, 
which contributed to 55% of deal 
volume and 58% of value, followed 
by Western Europe accounting for 
30% of deal volume and 27% of 
value. Trailing these bidder regions, 
Northern Europe contributed to 3% 
of deal volume and 4% of value. 

Over the same period, South Asia 
emerged as the top target sub-region 
at 29% of deal volume and value, 
overtaking Greater China, which 
accounted for 24% of deal volume 
and 25% of value. Australasia also 
contributed to 24% of deal volume, 
albeit with a smaller proportion of 
total value at 21%. 

Outbound
In 2015, Asia-Pacific bidders 
completed 847 outbound deals 
worth US$60bn. 317 of these deals 
worth US$22.5bn involved targets 
outside the region. 2016 appears to 
be keeping pace, having seen 440 
outbound deals totalling US$31.2bn 
so far, with 176 deals worth 
US$12.9bn moving beyond Asia-
Pacific’s borders.

Amongst bidders in the region, 
Chinese companies are expressing 
a growing appetite for overseas 
expansion as the country’s  

Cross-border mid-market M&A: Target geographies (2011–YTD 2016)

Inbound mid-market M&A: Target geographies (2011–YTD 2016)*

Inbound mid-market M&A: Bidder geographies ex Asia-Pacific (2011–YTD 2016)

*Inbound deals refer to deals from bidders outside Asia-Pacific.
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Mid-market M&A by target geography (2011–YTD 2016) 

Greater China
Deal volume: 4,679
46% of regional volume

Deal value: US$325.6bn
49% of regional value

South Asia
Deal volume: 945
9% of regional volume

Deal value: US$57.2bn 
9% of regional value

South Korea
Deal volume: 1,065
10% of regional volume

Deal value: US$63.4bn
10% of regional value

Japan
Deal volume: 895

9% of regional volume

Deal value: US$54.6bn
8% of regional value

Australasia
Deal volume: 1,401

14% of regional volume

Deal value: US$81.0bn
12% of regional value

Southeast Asia
Deal volume: 1,220

12% of regional volume

Deal value: US$77.2bn
12% of regional value

Rest of Asia
Deal volume: 55
1% of regional volume

Deal value: US$4.5bn
1% of regional value
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Top sectors by volume (2011–YTD 2016)

be found by the diligent investor. 
Unsurprisingly, mid-market activity 
has been dominated by Greater China, 
the region’s largest market. Combined, 
the Greater China market accounted 
for 46% of mid-market deals and  
49% of value since 2011. While deals 
have been predominantly domestic 
driven, Greater China’s mid-market 
space provided ample opportunities  
for foreign buyers to enter the market.

At a distant second, the economies  
of Australasia accounted for 14%  
of deals and 12% of values. 

At the opposite end of the dealmaking 
table, India and Japan may be  
ripe with mid-market opportunities. 
Dealmaking in India, despite its 
geographic size and the ecosystem  
of corporates, has failed to keep  
pace with its northern neighbour. 
A volatile rupee may be to blame, 

however, rising confidence on the 
heels of policies from the governing 
Modi administration could see  
a marked shift in this key market  
in the year ahead. 

Equally, Japan’s mid-market has  
been somewhat dormant. This 
may change, however, as Japanese 
conglomerates begin offloading non-
core and underperforming assets as  
a major wave of divestitures sweeps 
the market. 

In the following pages, we take  
a closer look at each market in  
an analysis of trends and drivers.  
We also examine key industries with 
mid-market acquisition potential. 

Energy, mining  
and utilities 

Industrials  
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Industrials  
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Consumer
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Consumer
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Technology, media and 
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Technology, media and 
telecommunications
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telecommunications

Technology, media and 
telecommunications

Greater 
China

1

2

3

slowdown puts a dampener on 
domestic opportunities. This interest 
has migrated from being concentrated 
on the energy, mining and utilities 
(EMU) sector to using M&A as  
a corporate strategy for growth  
across various sectors. Moreover, 
Chinese bidders have been sharpening 
their focus on value for money as 
they become more sophisticated at 
dealmaking abroad. The Chinese 
government’s encouragement of 
outbound investment to support its 
plans for a New Silk Road is likely  
to translate into further investment  
by Chinese investors into Central  
Asia and Europe.

Asia-Pacific mid-market M&A: 
Regional overview
The regional snapshot of mid-market 
activity reveals several obvious 
observations—it also reveals several 
markets where opportunities can  
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MID-MARKET M&A

TOP 3 INBOUND INVESTOR COUNTRIES  
(2011–YTD 2016)

TOP 3 TARGET SECTORS (2011–YTD 2016)

Inbound mid-market M&A as a percentage of total  
mid-market M&A has decreased from 19% of deals  
in 2011 to 6% in YTD 2016.

2011 
477 deals
US$30.5bn

2015
1,321 deals
US$101.3bn

YTD 2016
620 deals
US$46.8bn

USA
154 deals
US$11.6bn

Singapore
74 deals
US$5.4bn

Japan
42 deals
US$3bn

CHINA

2011–YTD 2016
4,075 deals
US$284.6bn

YTD 2016
546 deals
US$41.6bn

HONG KONG

2011–YTD 2016
463 deals
US$32.5bn

YTD 2016
58 deals
US$4.5bn

MACAU

2011–YTD 2016
8 deals
US$504m

YTD 2016
0 deals
US$0m

TAIWAN

2011–YTD 2016
131 deals
US$7.6bn

YTD 2016
16 deals
US$665m

Industrials and chemicals
Technology, media  
and telecommunications
Energy, mining and utilities

GREATER CHINA

63% 
 Number of mid-market deals in Greater  

China as a percentage of total M&A since 2011

Volume (deals)
26% (1,204)
20% (936)

10% (464)

Value (US$bn)
24% (76.8)
22% (71.6)

9% (30.8)



Dealmakers: Mid-market M&A in Asia-Pacific 2016  15 

Greater China
Despite the reality of moderate economic growth—with IMF 
projections holding that figure to 6.5% for 2016—China will 
continue to provide unprecedented opportunities that can 
catalyse M&A activity and maintain Greater China’s place  
as one of the region’s top markets for mid-market deals.

Deal drivers
Several factors are driving continued 
activity in Greater China’s mid-market 
space. In many cases, it is the very 
volatility and transitory nature of the 
Chinese economy, which saw its slowest 
growth since 2009 in Q4 2015, that 
has been influencing a consistency 
in mid-market deal activity in 2016. 
According to five year averages and  
on YTD figures for 2016, deal activity 
for Greater China is on the rise.

The steady stream of M&A in the 
mid-market is as much a policy story 
as it is volatility-rooted. Unveiling 
China’s 13th Five Year Plan in 
October 2015, Premier Li Keqiang 
broke with previous convention to 
signal a reframing around economic 
rebalancing, restructuring and market-
oriented reform to deliver sustained, 
long-term growth. Central to this 
economic masterplan is a shift away 
from a commoditized manufacturing 
and export-led economy to a demand-
driven model influenced by the 
increasingly savvy Chinese consumer, 
higher-end value-added production,  
as well as technology and innovation. 

Diving deeper, regulatory reforms 
allowing for partial foreign ownership 
in state-owned enterprises, the 

control of currency outflows and the 
“One Belt, One Road” initiative are 
also seen to be providing impetus 
for ongoing activity that is expected 
to percolate down the whole deal 
spectrum. Conversely, corruption-
rooted reforms in Greater China, such 
as China’s ongoing anti-graft campaign 
in relation to Macau’s gaming industry, 
would also be influencing decisions 
as the gaming industry sees its 
revenues slide with high-rolling 
officials from the mainland staying 
away from the casinos’ VIP rooms. 

Mid-market M&A in Hong Kong 
continued on an upward trajectory  
for the third consecutive year in  
2015, hitting 115 deals worth 
US$9.6bn. Dealmaking in the city 
is propelled in part by private equity 
investments in companies looking 
to list on the Hong Kong Exchange 
(HKEx), which overtook New York 
as the world’s biggest initial public 
offering (IPO) market in 2015. 
Meanwhile, mid-market M&A  
in Macau has remained relatively 
dormant over the past five years. 
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In Taiwan, mid-market M&A has  
been slow to transpire but appears 
to be on the rise, posting 33 deals 
worth US$1.5bn in 2015 after 
a lacklustre showing in 2014 with  
17 deals worth US$898m. Deal 
activity in recent years has been 
helped along by its Economic 
Cooperation Framework Agreement 
with China, executed in 2010.  
The Taiwanese government has also 
been encouraging domestic banks, 
insurers and securities firms to 
embark on forays into other Asian 
markets via cross-border acquisitions. 
To this end, the government 
launched the “Asian Cup” policy 
for the financial industry in 2013, 
liberalising the regulations governing 
acquisitions by financial institutions.

Cross-border trend: Inbound  
interest wanes
In light of political and economic 
uncertainty in major global markets, 
inbound interest in the sub-region  
has tempered, with investors taking 
on a wait-and-see attitude, particularly 
amid apprehension towards China’s 
slower growth. Meanwhile, labour 
and production costs in China have 
been rising as the country shifts 
towards higher-value manufacturing, 
making it more expensive for foreign 
investors as compared to various 
other emerging markets in the region. 
Furthermore, foreign investors are 
finding themselves in competition 
with acquisitive domestic players, 
who have become increasingly 
sophisticated in dealmaking over  
the years.

These reasons, among others, may  
be driving the decline of inbound 
interest from Western acquirers.
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Greater China: Inbound mid-market investors—regional profile (2011–YTD 2016)

Central and Southern Africa

Central America

South America

Southern Europe

South Asia

Central and Eastern Europe

Middle East

Northern Europe

Australasia

North Asia (Korea)

Japan

Western Europe

Southeast Asia

North America
 41.3%

 41.1%

 18.3%

 17.7%

 15.3%

 8.9%

 8.5%

 4.0%

 6.0%

 3.7%

 4.2%

 2.6%

 2.2%

 2.3%

 1.2%

 1.6%

 1.2%

 1.0%

 1.0%

 0.7%

 0.8%

 0.1%

 0.4%

 0%

 0.2%

 0.2%

 0.2%

 15.1%

 Deal value  Deal volume



18  Baker Tilly International

Greater China mid-market M&A target sectors (2011–YTD 2016)

Agriculture

Transport

Leisure

Construction

Real estate

Financial services

Business services

Consumer

Pharma, medical
and biotech

Energy, mining and utilities

Technology, media and
telecommunications

Industrials and chemicals
 23.6%

 25.7%

 22.0%
 20.0%

 9.5%

 9.9%

 5.1%
 6.1%

 5.8%

 5.0%

 4.8%
 4.1%

 4.3%
 3.9%

 3.3%
 3.3%

 3.3%
 3.0%

 1.1%
 1.2%

 8.3%

 9.3%

 8.8%

 8.4%

This trend has seen deals from  
North America and Europe hit five  
year lows. Inbound M&A from North 
America, led largely by the US, dropped 
47% from 43 deals in 2014 to 23  
in 2015, with 2016 seeing only eight 

deals year-to-date. As North American 
and European M&A into Greater China 
decelerate, Asian buyers have risen 
as the top inbound acquirers, if only 
because their retreat from this market 
has been slower—inbound deal volumes 

from Asian bidders decreased 24% from 
42 in 2014 to 32 in 2015, with YTD 
2016 posting 19 deals so far. 

If inbound M&A has ebbed, outbound 
dealmaking may be more in a flow 

 Deal value  Deal volume
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state, driven by Greater China’s unstable 
growth and market uncertainty. For 
instance, capital market volatility in 
China is prompting both corporations 
and investors to redeploy funds into safer 
assets abroad. Deals are often being 
driven by a flight to quality assets and the 
channelling of more funds into vehicles 
such as private equity, both of which 
are driving outbound activity. While 
currently overshadowing the domestic 
market in terms of deal flows, outbound 
acquisitions are expected to stimulate  
the domestic economy in the longer run. 

Opportunity sector:  
Industrials & chemicals
Mid-tier industrials and chemicals  
firms represent an attractive proposition 
in the new normal economy of China. 
Policymakers are desperate to upgrade 
China from a bulk producer to an 
upstream manufacturer associated  
with both quality and innovation.  
This sector will be front and centre 
during this transition, particularly  
as the top levels of government have 
placed repeated emphasis on high-
end technology and sustainable 
manufacturing as a cornerstone  
to future economic growth.

The shift is already underway, 
particularly on the outbound M&A 
front. Intellectual property and 
technology have emerged as prime 
motivators for mid-market acquirers  
in the sector. Significantly, many of 
these moves are coming in the form  
of unsolicited bids by Chinese firms  
to gain access to know-how and next-
generation technology from developed 
market brands for repatriation. 

To illustrate, Guangdong-based home-
appliance maker Midea Group made 

headlines for its unsolicited US$5bn 
takeover offer for German robotics 
company Kuka. This followed several 
stages of acquisition, leading to the 
possession of a 13.5% stake in the 
company as of August 2015. However, 
the Midea bid prompted numerous 
German lawmakers to demand that 
Kuka court alternative offers, given  
the company’s strategic importance  
to the national auto-industry.

While pushback like this transaction 
and other regulatory risks including 
the threat of vetoes by bodies 
including the Committee on Foreign 
Investment in the United States 
(CFIUS) for China outbound deals 
will become more common, the 
factors driving the mid-market will 
not abate. China’s maturing consumer 
and a state-sanctioned push to upskill 
the economy will force the hand 
of many industrials and chemicals 
companies to be more aggressive 
in their acquisition strategies. 

Economic uncertainty and a changing 
market in China will only make the 

Our perspectives from the ground

China’s offshore investment continues its upward trajectory, with 60% of 
transactions, based on fees, being international. Overall, we are seeing 
ongoing deal growth, with volumes up on past years, represented by 80% 
domestic activity and 20% international. The main driver of transactions 
is Chinese organisations’ strong desire for seeking growth through overseas 
expansion opportunities, particularly in the areas of high technology, 
healthcare and TMT, however any company with good IP will prove 
lucrative and attractive. Chinese companies are increasingly seeing the 
importance of due diligence before making investment decisions to combat 
criticisms regarding the blind acquisition of old technology that comes with 
a very high price tag. 

 Jerry Ding, Partner, Baker Tilly China

mid-market more vital to the country’s 
next phase of growth. This prospect 
will likely ensure both inbound and 
outbound deals in this space remain 
solid for the foreseeable future, 
with the Chinese mid-market likely 
to garner plenty of attention in the 
international M&A space beyond  
the first stage of China’s new normal.  
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MID-MARKET M&A

TOP 3 INBOUND INVESTOR COUNTRIES  
(2011–YTD 2016)

TOP 3 TARGET SECTORS (2011–YTD 2016)

Inbound mid-market M&A as a percentage of total  
mid-market M&A has remained stable at approximately  
36% of deals since 2011.

2011 
234 deals
US$14.4bn

2015
255 deals
US$14.2bn

YTD 2016
107 deals
US$6.6bn

USA
151 deals
US$8.7bn

UK
64 deals
US$3.1bn

China
56 deals
US$5.4bn

Energy, mining and utilities
Business services
Technology, media  
and telecommunications

AUSTRALASIA

46% 
 Number of mid-market deals in Australasia  

as a percentage of total M&A since 2011

AUSTRALIA

2011–YTD 2016
1,180 deals
US$69.3bn

YTD 2016
89 deals
US$5.5bn

NEW ZEALAND

2011–YTD 2016
203 deals
US$10.3bn

YTD 2016
16 deals
US$897m

PAPUA NEW GUINEA

2011–YTD 2016
5 deals
US$799m

YTD 2016
1 deal
US$170m

2011–YTD 2016
13 deals
US$557m

YTD 2016
2 deals
US$188m

REMAINING (FIJI, GUAM, MARSHALL ISLANDS,  
MICRONESIA, SAMOA, SOLOMON ISLANDS, TONGO)

Volume (deals)

17% (241)
14% (200)
13% (176)

Value (US$bn)

21% (16.9)
12% (9.4)
11% (8.7)
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Australasia
As Australia transitions from a resources to services-based 
economy, the country will become a hotbed for acquisitions 
in the technology and services industries as new, innovative 
upstarts reach mid-market status. This shift is already 
apparent as mid-market deals in the TMT space surpassed 
acquisitions of mining assets in 2016. 

Deal drivers
Amidst higher valuations, megadeals 
ran the show in 2015 and put  
a dampener on activity in the mid-
market, which saw 255 deals worth 
US$14.2bn in Australasia, down from 
322 deals worth US$16.9bn in 2014. 
In 2016 going into 2017, however, 
businesses in the subregion are likely  
to take a more calculated attitude 
towards dealmaking, refocussing 
on mid-market targets that lend 
themselves readily towards bolt-on 
acquisitions as an accelerated path 
to growth in increasingly difficult 
economic conditions. 

M&A activity in the subregion is mostly 
driven by Australia, which in 2015 
saw its strongest year for dealmaking 
since 2011. With relatively low 
debt levels and its GDP growing 
at a stable rate of approximately 
3% per annum, Australia attracts 
investors by its inherent economic 
maturity and political stability, strong 
regulatory frameworks with efficient 
and transparent processes, rule of law, 
robust equity markets, and wealth of 
quality resource assets. 

Meanwhile, cash interest rates have 
remained low and the availability of 

cheap credit and equity capital has 
made deal financing easier which is 
expected to underpin ongoing strong 
activity throughout the remainder  
of 2016 and into 2017.

New Zealand shares a number of 
Australia’s strengths as an investment 
destination, and was ranked the 
second easiest place in the world  
to do business by the World Bank 
in 2015. New Zealand was also 
ranked as the second least corrupt 
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country in the world in Transparency 
International’s 2014 Corruption 
Perception Index.

For the subregion on the whole, 
proximity to key Asian markets makes 
it geographically ideal for North 
American and European companies 
looking to set up an outpost to test 
the waters for further expansion into 
the Asia-Pacific region.

Cross-border trends: Regulatory change
By entering into various regional free 
trade agreements (FTA) in recent years, 
Australasia has signalled its recognition 
of the importance of foreign capital as 
fuel for the subregion’s economies,  
a likely driver of further activity in the 
M&A market. Most recently, the Trans-
Pacific Partnership (TPP), signed in 
February 2016, is expected to lower 
trade barriers and establish an investor-
state dispute settlement mechanism 
when it comes into force upon 
ratification by all signatories.

The China-Australia Free Trade 
Agreement (ChAFTA), signed in 2015, 
liberalises the regulatory procedures 
which Australia’s Foreign Investment 
Review Board (FIRB) imposes on 
inbound investment, raising the 
screening threshold for private Chinese 
investors in non-sensitive sectors from 
US$191.8m to US$832.6m. In the 
consumer foods sector, for example,  
the liberalised investment regime 
supports Australia’s aspirations to 
contribute to food security for Asia by 
positioning itself, with New Zealand,  
as “Asia’s Food Bowl”, providing a 
reliable source of clean premium food 
products to cater to the increasingly 
discerning tastes of health-conscious 
middle class consumers in Asia-Pacific.
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Australasia: Inbound mid-market investors—regional profile (2011–YTD 2016)

South America

Southern Europe

Middle East

Northern Europe

Central and
Southern Africa

South Asia

Japan

Southeast Asia

North Asia

Western Europe

North America
 31.6%

34.9%

16.6%

21.2%

22.8%

16.7%

16.4%

14.1%

4.8%

1.3%

1.8%

2.1%

1.6%

1.1%

1.2%

1.2%

1.2%

1.0%

1.4%

0.8%

1.4%

5.0%
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On the other hand, to tighten its 
scrutiny of foreign purchases of 
farmland, Australia’s FIRB lowered its 
screening threshold from US$191.8m 
to US$11.4m with effect from March 
2015. The FIRB screens foreign 
investment with considerations of 
national interest in mind, such as 
that pertaining to national security 
and healthy competition.

Deciding on when to welcome foreign 
capital and when to protect the 
autonomy of domestic industries, 
however, is a fine balancing act,  
and may be a source of both domestic  
and international controversy. This  
is apparent in the inclusion of foreign 
interest in the government’s move  
to privatise domestic infrastructure. 
In 2015, the New South Wales (NSW) 
government privatised TransGrid, its 
electrical transmission network, for 
US$7.8bn by way of a 99-year lease 
to a consortium comprising Australia’s 
Hastings Funds Management, ASX-
listed Spark Infrastructure, the Abu 
Dhabi Investment Authority, Canada-
based Caisse de Depot et Placement 
du Quebec, and Wren House, part of 
the Kuwait Investment Authority. 

Most recently, however, the federal 
government blocked the US$7.7bn sale 
of Ausgrid, the country’s biggest energy 
grid, to preferred bidders State Grid Corp 
of China and Hong Kong’s Cheung Kong 
Infrastructure Holdings. This was seen 
by China’s Ministry of Commerce as a 
protectionist move that could forestall 
future foreign investment interest.

Meanwhile, Asian investors appear to 
be scaling back on their investments 
into Australasia as they recuperate from 
the ripple effects of China’s decelerating 

growth and concentrate on shoring up 
their existing operations. Their interest 
in Australasia, however, is likely to 
pick up again in the near future, as 
companies that have streamlined their 
operations look to neighbouring markets 
for accelerated growth opportunities.

Opportunity sector:  
Resources to services
As Australia’s decade-long mining 
boom continues to taper, its decline 
exacerbated in part by China’s 
diminished demand for raw materials 
and the low commodities price 
environment, Australia has embarked 
on a rebalancing of its economy. 
The country is gradually transitioning 
from a traditionally resources-reliant 
economy towards a services-oriented 
economy with a focus on advancement 
through innovation.

To be sure, the EMU sector has not 
relinquished its preponderance as  
a primary driver of growth in Australia,  
and may not for some time yet, as 
evidenced by its performance on  
the M&A market. The sector came  
up tops for mid-market Australian 
M&A from 2011 to YTD 2016, 
grossing US$16.9bn from 241  
deals. In YTD 2016, mid-market  
EMU was surpassed by the TMT 
sector to take second place with 
US$1.9bn from 16 deals.

Energy, mining and utilities
While long-time investors China and 
Canada continue to show interest in 
Australian natural resources, investors 
have become much more selective, 
with a greater emphasis being 
placed on high-quality mines and 
resource assets, as well as cleaner, 
more energy-efficient upstream 

Australia is gradually 
transitioning from 
a traditionally 
resources-reliant 
economy towards 
a services-oriented 
economy with a focus 
on advancement 
through innovation.
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Australasia mid-market M&A target sectors (2011–YTD 2016)

Real estate

Construction

Agriculture

Transport

Pharma, medical
and biotech

Financial services

Leisure

Consumer

Industrials and chemicals

Technology, media
and telecommunications

Business services

Energy, mining and utilities
 20.9%

 17.2%

 11.6%

 14.3%

 10.7%

 12.6%

 7.6%

 8.3%

 7.7%

 7.9%

 6.2%

 6.1%

 5.7%

 4.6%

 3.8%

 3.6%

 1.9%

 2.1%

 2.3%

 1.4%

 10.6%

 10.9%

 10.9%

 10.9%

 Deal value  Deal volume
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Australasia: EMU and services-based deal volume as a % of mid-market M&A

Australasia: EMU and services-based mid-market M&A (deal volume)
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production facilities. This echoes the 
global awareness and move towards 
sustainable development, resource 
conservation and environmental 
protection. The sector may also begin 
to see more activity in the alternative 
energy subsector, as forward-
thinking players in the market look 
to spearhead the industry’s progress 
towards clean and renewable energy.

Nonetheless, Australia may also be 
seeing sustained or even increased 
interest from emerging Southeast Asia 
in fossil fuels, as various countries 
in the region step up their efforts in 
urbanisation and industrialisation. 

Meanwhile, overcapacity and rising 
distress among producers is pushing 
the industry into consolidation activity. 
The sector is seeing lower valuations 
and has also exhibited initial signs 
of a shift towards more emphasis on 
mid-market dealmaking as Australian 
bankers turn their attention away from 
large EMU transactions.

Innovative services
The country’s shift towards a service-
focused economy looks to be well under 
way, as evidenced by the share of deal 
activity coming from service-based 
sectors. In the mid-market, business 
services was the second-most targeted 
sector from 2011 to YTD 2016, with 
US$9.4bn from 200 deals, followed by 
TMT with US$8.7bn from 176 deals. 

YTD 2016, TMT sector has clinched 
top place by volume with 17 deals 
worth US$585m, surpassing EMU’s 
16 deals worth US$1.9bn, which was 
followed closely by business services 
with US$575m from 14 deals and 
financial services with US$602m 
from 12 deals.

 Business services  Financial services  Energy, mining and utilities 
 Technology, media and telecommunications

 Business services  Financial services  Energy, mining and utilities 
 Technology, media and telecommunications
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Our perspectives from the ground

Australia continues to be a proactive market for both domestic and 
international investors. We are increasingly receiving intelligence from 
banks and other sources that show key focus areas for all buyers are mid-
market deals, rather than transformational bulge bracket deals. Mid-market 
deals are popular with international and domestic buyers due to the volume 
and value of businesses available in Australia, the ability to enter the 
market and understand it with minimal risk, and the potential to extract 
synergies through roll ups and consolidations.

Michael Sonego, Partner, Baker Tilly Pitcher Partners

In TMT, the hottest subsector was 
technology. In light of the mega data 
breaches and increasingly sophisticated 
cyber security threats of recent 
years, strategic investors are showing 
particular interest in companies that 
provide state-of-the-art solutions 
for reliable protection against and 
mitigation of cyber-attacks from 
criminal organisations and terrorist 
networks, hacking events that have 
crippled the online operations of 
organisations like Sony Pictures, the 
US Office of Personnel Management, 
as well as HSBC.

In financial services, the Australian 
government is turning to privatisations 
of financial services organisations as a 
means to raise capital for infrastructure 
projects. For example, the NSW 
government has announced plans to 
privatise Pillar Administration, a state-
owned superannuation administrator, 
as well as StatePlus, a state-owned 
financial advisor, in 2016.

On the insurance front, there is interest 
from foreign insurers looking to gain 
a foothold in the Australian market 
by picking up the non-core insurance 
divisions which Australian banks are 
shedding as part of a reversal from  
a universal banking services model 
to training their focus back on their 
core operations and competencies.

More significantly, industry convergence 
with disruptive technologies, digitisation 
and innovation are the main recurrent 
themes that will enable Australia 
to compete on the world stage as a 
reinvented services-oriented economy. 
Recognising the disruptive potential 
of emerging technologies, traditionally 
conservative and change-averse  

sectors such as financial services  
are looking to stay relevant and gain  
a first mover advantage via early uptake. 
This is facilitating the convergence of 
industries by way of cross-sector bolt-on 
acquisitions, giving rise to pioneering 
hybrid fields such as FinTech, LawTech, 
MedTech, and EduTech.

In business services, technological 
change is creating new opportunities 
in the niche, specialised areas of 
practice in the legal subsector, such 
as intellectual property, by capitalising 
on the mushrooming of technology 
companies which develop and place 
greatest value on intellectual property 
as a core intangible asset. 

At the same time, however, 
technological disruption is threatening 
lower-skilled aspects of the legal 
practice through applications like 
eDiscovery and eDocketing.

In 2015, a number of Australia’s 
banks, such as NAB, First State Super 
and ME Bank, announced that they 
were setting aside venture funds or 
investment pools to invest in FinTech, 
competing with one another for talent, 
platforms and distribution networks.

Such developments have the support 
of the federal government through 
the National Innovation and Science 
Agenda (NISA), which codifies the 
government’s support for innovative 
and acquisitive corporate activity, 
as well as through a public-private 
Innovation Collaboration Committee.
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MID-MARKET M&A

TOP 3 INBOUND INVESTOR COUNTRIES  
(2011–YTD 2016)

TOP 3 TARGET SECTORS (2011–YTD 2016)

Inbound mid-market M&A as a percentage of total  
mid-market M&A has remained stable at approximately 
35% of deals since 2011

2011 
195 deals
US$13.1bn

2015
201 deals
US$10.6bn

YTD 2016
111 deals
US$6.7bn

JAPAN
99 deals
US$6.2bn

USA
52 deals
US$4.7bn

HONG KONG
51 deals
US$3.9bn

SOUTHEAST ASIA

56% 
 Number of mid-market deals in Southeast Asia  

as a percentage of total M&A since 2011

Volume (deals)
15% (187)
13% (155)
11% (132)

Value (US$bn)
12% (9)
15% (11.7)
12% (9.5)

Industrials and chemicals
Energy, mining and utilities
Financial services

SINGAPORE

2011–YTD 2016
334 deals / US$22.6bn

YTD 2016
28 deals / US$1.8bn

INDONESIA

2011–YTD 2016
234 deals / US$15.6bn

YTD 2016
16 deals / US$839m

MALAYSIA

2011–YTD 2016
300 deals / US$18.7bn

YTD 2016
30 deals / US$2.2bn

THAILAND

2011–YTD 2016
139 deals / US$8bn

YTD 2016
16 deals / US$637m

PHILIPPINES

2011–YTD 2016
101 deals / US$5.8bn

YTD 2016
9 deals / US$486m

2011–YTD 2016
111 deals / US$6.5bn        

YTD 2016
12 deals / US$676m

CAMBODIA, LAOS, MYANMAR, AND VIETNAM (CLMV)
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Southeast Asia
As China decelerates, Southeast Asia is poised to ignite 
the sort of regional growth that rivals the upside of China’s 
exponential growth, while applying lessons learnt on the 
costs and risks of stimulating unbridled growth. 

Deal drivers
A patchwork of diverse economies 
growing at different speeds, Southeast 
Asia offers investment opportunities 
at every stage of economic 
development, from the early-stage 
potential of frontier economies 
like Vietnam and Myanmar, to the 
knowledge and innovation oriented 
competition driven by highly-advanced 
economies like Singapore. In the mid-
market, Southeast Asia offers very 
high potential net interest margins 
in comparison to more developed 
economies. The subregion also 
possesses a large and relatively 
young population that is upwardly 
mobile and contributing to rising 
consumer spending.
 
China’s slowdown in growth, however, 
has also presented a trying period for 
mid-market M&A in Southeast Asia. 
Countries that are heavily reliant on 
their natural resource assets have 
been hard hit by receding Chinese 
demand, exacerbated by the plunge  
in oil prices and a surfeit in supply. 

Various concatenated sectors have 
been experiencing rising distress,  
with diminished demand leading to  
a protracted period of overcapacity 
that has been sparking off waves  
of industry consolidation. 

Concerns over default risks have 
grown, as overleveraged companies 
began to find it difficult to keep 
up with debt repayments in a low-
profit environment, especially those 
with significant US dollar offshore 
borrowings. Across all sectors, 
Southeast Asia’s 100 biggest listed 
companies by assets were reported  
to have accumulated US$392bn 
worth of debt as of June 2015, 
a sixfold increase since the Asian 
financial crisis in 1998. 

Cross-border trends: A unified 
M&A destination
For inbound mid-market M&A, 
Southeast Asia saw a modest 73 deals 
worth US$4.4bn in 2015. YTD 2016, 
the subregion has already posted 39 
deals worth US$2.6bn. The top bidder 
for inbound deals in Southeast Asia is 
Greater China, which overtook Japan 
in 2015. With the establishment of the 
ASEAN Economic Community (AEC) 
in December 2015, the subregion 
is likely to see increased inbound 
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Southeast Asia inbound mid-market M&A: Target geographies (deal volume)

Southeast Asia mid-market M&A: Target geographies (deal volume) interest, having taken one of its biggest 
initiatives to promote and demonstrate 
commitment to seeking cooperation 
and cohesion as a unified and distinct 
regional entity. 

The most significant challenges of 
investing in Southeast Asia involve 
regulatory risk, corruption and fraud 
risk, as well as political risk. To 
illustrate, 1Malaysia Development 
Berhad (1MDB), a state fund set up by 
Malaysian Prime Minister Najib Razak 
for strategic development projects, has 
been exposed to key man risk stemming 
from a corruption investigation into the 
management personnel of the fund, 
dampening investor confidence and  
their willingness to invest. The fund 
has been criticised for lacking 
transparency in management. This 
may forestall the less intrepid of foreign 
dealmakers, as investors hesitate in the 
face of high exposure to business risks.

Likewise, in Indonesia, disclosure  
laws are relatively under-developed  
and enforcement is inconsistent.  
The country was ranked 107 out  
of the 175 nations and territories 
on a Transparency International Index 
measuring perceived corruption in  
the public sector, which could put  
a dampener on foreign investment.

Nonetheless, Southeast Asian countries 
have been making progress in improving 
regulations for foreign investment. 
In May 2016, Indonesia announced 
changes to its “negative investment list”, 
liberalising foreign ownership rules on 
investment in various sectors, including 
tourism, retail, transportation and the 
film industry. Meanwhile, Vietnam, with 
emerging potential as an entry point to 
the CLMV (Cambodia, Laos, Myanmar 

 Indonesia  Malaysia  Philippines

 Singapore  Thailand  CLMV

 Indonesia  Malaysia  Philippines

 Singapore  Thailand  CLMV
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Southeast Asia mid-market M&A: Inbound investor geographies (deal volume) 

and Vietnam) group, has enacted a law 
in July 2016, reducing the processing 
time for the acquisition of an investment 
license by roughly two-thirds to 15 
days. The CLMV group was the second 
largest market for mid-market M&A into 
Southeast Asia in 2015.

Opportunity sector: Financial services
Financial services matched mid-market 
deal activity for EMU, surpassing 
industrials and chemicals in YTD 
2016. Investment in Southeast Asia’s 
financial services is motivated in 
part by consolidation in the banking 
industry amid tightening regulations 
and a tougher economic climate. 
Meanwhile, foreign banks and insurers 
looking for growth outside their 
overcrowded domestic markets 
are eyeing Southeast Asian countries 
for regional or global expansion.

Endeavouring to position itself as Asia’s 
top financial services hub, Singapore 
is leading Southeast Asia’s push into 
the industry. A politically stable open 
economy, Singapore has recently made 
changes to its existing bankruptcy and 

corporate insolvency regimes, offering 
a high level of certainty of outcome in 
court proceedings and dispute resolution 
processes. Against the backdrop of 
a banner year for Singapore M&A 
in 2015, mid-market volumes have 
reflected a decline, overshadowed 
in part by bulge-bracket deals, and 
in part by large pools of funds being 
channelled towards the incubation and 
development of promising start-ups 
that are yet to be ripe for the picking. 
Nonetheless, the city-state remains 
the top target country by volume for 
inbound deals into Southeast Asia’s 
mid-market.

As technological disruption of the 
sector begins to take hold, Singapore 
has announced the establishment 
of a Smart Financial Centre, which 
includes the US$166.5m Financial 
Sector Technology and Innovation (FSTI) 
scheme and a regulatory sandbox 
environment to enable market entry for 
FinTech start-ups. Meanwhile, Malaysia 
laid out a regulatory framework for 
equity crowdfunding, followed by 
marketplace lending, in 2015, the  
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Our perspectives from the ground

A third of financial due diligence 
and valuation requests involve 
cross border deals. Clients 
are interested in carry trades 
from locations like Singapore 
or Japan into higher yield 
plays across mainly education, 
manufacturing and construction. 
These industries represent either 
defensive positions or targets 
with attractive valuations. 

Siong Yoong Mun, Partner,  
Baker Tilly TFW Singapore
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Southeast Asia mid-market M&A: Target sectors (deal value)

 Energy, mining and utilities  Financial services  Industrials and chemicals

first Southeast Asian country to do  
so. Indonesia, on the other hand, is 
issuing new credit bureau licences to 
improve the collection and availability  
of centralised credit data collection.

Despite such regulatory advancements, 
however, regulation risk is likely to 
remain a key challenge of the sector’s 
convergence with technology, as 
introduced or revised regulations would 
always be needed to deal with emerging 
areas of business and new threats 
created by technological advancements 
yet unknown. The sector needs to 
adjust the barriers of entry such that 
technology start-ups are able to merge 
or partner with financial services 
institutes without compromise on the 
integrity or security of the sector.
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Southeast Asia mid-market M&A: Target sectors (2011–YTD 2016)

Defence

Pharma, medical
and biotech

Agriculture

Transport

Construction

Leisure

Business services

Real estate

Consumer

Technology, media and
telecommunications

Financial services

Energy, mining and utilities

Industrials and chemicals  11.6%

 15.3%

 15.1%

 12.7%

 12.3%

 10.8%

 10.7%

 8.3%

 6.3%

 8.0%

 6.3%

 6.9%

 4.6%

 5.0%

 5.0%

 4.8%

 5.1%

 4.8%

 4.0%

 3.4%

 0.1%

 0.1%

 9.6%

 10.2%

 9.3%

 9.7%

 Deal value  Deal volume
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TOP 3 INBOUND INVESTOR COUNTRIES  
(2011-YTD 2016)

TOP 3 TARGET SECTORS (2011-YTD 2016)

Inbound mid-market M&A as a percentage of total 
mid-market M&A has increased from approximately 
15% of deals in 2011 to 18% in YTD 2016.

2011 
167 deals
US$10.3bn

2015
242 deals
US$13.9bn

YTD 2016
129 deals
US$6.8bn

USA
33 deals
US$2.5bn

JAPAN
27 deals
US$2bn

HONG KONG
24 deals
US$2bn

Industrials and chemicals
Technology, media and  
telecommunications
Consumer

SOUTH KOREA

64% 
 Number of mid-market deals in South Korea  

as a percentage of total M&A since 2011

Volume (deals)
32% (338)
16% (172)

12% (123)

Value (US$bn)
27% (17)
14% (9.1)

12% (7.7)

MID-MARKET M&A
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South Korea

Asia-Pacific’s fourth largest economy, South Korea, is often 
described as a stable yet unspectacular market for M&A.  
In spite of structural vulnerabilities, there are several obvious 
pockets in the economy that could ignite activity beyond 2016.

Deal drivers
South Korean companies are a 
mainstay of the global economy 
across a variety of industries ranging 
from consumer electronics to 
semiconductors to shipbuilding. 
With China’s ongoing slowdown  
and a slump in export demand, 
however, it has not been all smooth 
sailing for the Korean economy. 

In August, the International Monetary 
Fund (IMF) reiterated its view that this 
export-driven economy will grow 2.7% 
this year and 3% in 2017, in the face 

of structural vulnerabilities both inside 
and outside Korean borders. The IMF 
has urged the country’s policymakers 
to amp up fiscal policy to support 
the flat line economy, by introducing 
labour market reforms, inducing more 
competition in the services sector to 
boost productivity, as well as raising 
lending standards to reduce household 
debt and reignite consumption.

For mid-market M&A in Korea,  
2015 saw 242 deals worth US$14bn. 
In 2016, it appears this will be 
emulated, with 128 mid-market 
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deals worth US$6.8bn having been 
announced year to date. Domestically, 
deal activity is being driven by family-
controlled chaebol companies as the 
third generation of founding families 
seek to cement control of key assets 
and focus on core businesses by 
selling non-core or underperforming 
assets driving more activity and more 
opportunities for the mid-market to 
inorganically gain a larger share. 
 
Policy-wise, South Korea’s Ministry  
of Trade, Industry and Energy recently 
unveiled specifics to the so-called 
One-Shot Act designed to facilitate 
corporate restructuring and M&A 
by bypassing various regulations, 
effective 13 August 2016. The 
One-Shot Act—or Corporate Vitality 
Enhancement Act—is intended to 
encourage corporate restructuring by 
streamlining legal procedures and 
providing tax and funding benefits. 

Cross-border trends: Subdued activity
Since 2014, South Korea’s inbound 
activity has witnessed relatively 
subdued activity. The inbound mid-
market space posted 30 deals worth 
US$1.9bn in 2015, down from 32 
deals worth US$2.9bn in 2014, with 
the US and China accounting for the 
most activity. YTD 2016 has seen 23 
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mid-market deals worth US$1.6bn, 
and activity may pick up over the 
months to come as China continues  
its outbound shopping spree.

Outbound M&A activity is an interesting 
entry point into the broader market. 
While outbound M&A activity has 
been decreasing since 2014, the 
most recent figures published by 
the Ministry of Strategy and Finance 
estimates that Korean outbound 
investments in general are up 30% 
year on year versus the first quarter  
of 2015, a possible sign of an increase 
in outbound activity. 

The drivers are rooted in expanding 
beyond the local market and 
capitalizing on Korea’s solid 
international reputation in consumer-
led and innovative products ranging 
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South Korea: Inbound mid-market investor trends (deal volume)

from electronics and manufacturing 
to consumer goods. Unsurprisingly, 
this trend has been dominated by 
the chaebols, although signs show 
that more mid-market firms are 
looking beyond the borders, which 
may translate into a rise in outbound 
acquisitions over the next 12 months.

Lotte is the most active chaebol.  
The organisation bought 21 firms 
through deals worth US$6.6bn 
between 2010 and 2015, the 
largest among the country’s top 
10 conglomerates. Elsewhere, 
Hyundai Motor Group came 
second with US$4.8bn, followed 
by SK Group with US$4bn.

In the mid-market, the outbound  
push is coming primarily from 
the TMT sector. The drivers for 

international expansion come from 
a desire to not only step outside the 
dominance of the chaebol culture 
but also to bring both innovative and 
best practices, particularly offshore 
management expertise, back to Korea.

Taking this view, Korean mid-market 
firms are serving as forerunners for 
a larger reform process occurring 
in Korea Inc. Policymakers have 
been more vocal about the need for 
conglomerates to realign their business 
portfolios. The suggested avenue 
recommended by both domestic 
and international commentators is 
through divestitures and asset sales 
in the face of toughening regional and 
global economic conditions, which 
could provide opportunities for Korean 
mid-market firms to solidify domestic 
positions through strategic purchases. 

 North America

 Japan

 Greater China
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Opportunity sector: Leisure
Korea’s dynamic leisure market has 
been a bright spot for M&A activity 
and private equity investors, with 
reasonable valuations, a plethora 
of high-growth businesses, and entry 
opportunities via succession issues. 

Most recently, several buyout firms 
have indicated their desire to exit 
the sector, which signals opportunity 
for firms as the industry enters its 
next era of growth. 

While the South Korean games  
industry is expected to consolidate  
at an accelerated rate as the sector 
becomes increasingly polarised 
between larger players, the market 
remains favourable. 

There are currently approximately  
850 active games development  
and publishing companies in Korea, 
employing around 90,000 skilled 
workers. In terms of sales revenue  
in 2014, the Korean games market 
with US$8.3bn accounted for 6.7%  
of the global market with US$123.4bn. 
As measured by platform-hosting, 
the Korean online game market  
had a share of 19.1% in the global 
online games market, ranking second 
to China. 

And it is here where acquirers of the 
Korean mid-market developers will 
likely emerge. Korean entertainment 
and games companies are being 
increasingly targeted by Chinese 
companies in search of cutting-edge 
technology and high-end design to 
meet enormous domestic demand. 

Tencent’s US$500m investment into 
CJ Games, Seoul-based major game 

distributor is a solid example. Interest 
also extends to media with China’s 
biggest production company, Huache 
Media, shelling out US$52m for  
a 15% stake in South Korea’s Next 
Entertainment World. Furthermore, 
data from South Korea’s Ministry of 
Trade, Industry and Energy shows that 
China’s interest in the leisure industry 
continues to spike, up to US$8.6m in 
YTD 2016, from US$6m in 2011. 

Clearly, activity in the Korean leisure 
space will be one of the more 
entertaining and active areas of South 
Korea’s M&A space for the foreseeable 
future, as the creative nation takes 
off and issues with legacy business 
practices are addressed in the 
corporate space. 

Our perspectives from the ground 

South Korea’s M&A market is entering a phase of transition. Having gained 
a stronghold on the manufacturing sector it is now trying to reinvent itself 
to capitalise on emerging opportunities and fill gaps in the supply chain. 
Currently, we are seeing mostly inbound and outbound domestic-activity, 
with a strong focus by South Korean investors in real estate, leisure and 
related industries. Deal-making levels are in line with five year averages, 
which we expect will see out the remainder of 2016.

Min Jae Lee, Partner, Baker Tilly Sungto LLC
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SOUTH ASIA

52% 
 Number of mid-market deals in South Asia  

as a percentage of total M&A since 2011

TOP 3 INBOUND INVESTOR COUNTRIES  
(2011–YTD 2016)

TOP 3 TARGET SECTORS (2011–YTD 2016)

Inbound mid-market M&A as a percentage of total  
mid-market M&A has remained stable at approximately 
54% of deals since 2011

2011 
263 deals
US$30.8bn

2015
434 deals
US$34.6bn

YTD 2016
201 deals
US$21.9bn

USA
192 deals
US$12.4bn

JAPAN
54 deals
US$3.9bn

SINGAPORE
52 deals
US$3.5bn

INDIA

2011–YTD 2016
905 deals / US$54.9bn

YTD 2016
94 deals / US$7.1bn

BANGLADESH

2011–YTD 2016
9 deals / US$487m

YTD 2016
2 deals / US$207m

PAKISTAN

2011–YTD 2016
9 deals / US$694m

YTD 2016
0 deals / US$0m

NEPAL

2011–YTD 2016
1 deal / US$100m

YTD 2016
0 deals / US$0m

MALDIVES

2011–YTD 2016
3 deals / US$286m

YTD 2016
1 deal / US$23m

SRI LANKA

2011–YTD 2016
18 deals / US$737m

YTD 2016
2 deals / US$77m

Volume (deals)
18% (172)
17% (165)

11% (107)

Value (US$bn) 
16% (9.2)
19% (10.6)

9% (4.9)

Industrials and chemicals
Technology, media  
and telecommunications
Consumer

MID-MARKET M&A
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YTD 2016: 99 deals 
worth US$7.4bn

16
6

14
6

16
5

20
9

21
8

25
1

16
7

 $
9,

48
2

 $
8,

90
1

 $
8,

61
5

 $
9,

50
6

 $
13

,2
96

 $12,430

 $14,916

 $9,944

15
1

South Asia
Having achieved the status of fastest-growing region 
in the world, South Asia offers nascent potential for 
dealmaking in the mid-market as it takes concrete 
steps to improve the region’s business and regulatory 
environment for foreign investors. 

Deal drivers
Mid-market M&A in South Asia 
has a very robust future if three 
demographic and cultural drivers are 
considered: a growing middle class, 
rapid urbanisation and a strong culture 
of innovation. All three factors have 
proven to be reliable sources of revenue 
and will continue to drive organic and 
inorganic growth strategies.

The rising middle class of South Asia 
may represent the greatest demographic 
migration over the coming decades. 
Take India for example. According to 
Euromonitor, India’s global middle class 
is rising rapidly. Data shows, that over 
the 2015-2030 period, the Indian 
median income per household is set 
to increase by 89.8% in real terms to 
reach over US$10,000 (in constant 
2014 prices) by the end of that period. 
By 2030, the number of middle class 
households in India will exceed 90 
million compared to 74 million in 
2014. This growth will position India 
as the world’s second largest middle 
class after China. Talent-wise, India 
will also outpace China in workforce 
growth, and is projected to grow to 
900 million strong by 2020.

Equally, economists believe India will also 
benefit from China’s transition from an 

South Asia mid-market M&A

 Deal volume  Deal value

export-based low-value manufacturing 
economy to an industrial innovator, 
due to India’s lower labour costs and 
the potential to significantly expand 
production capabilities and supply 
chain influence globally. With India 
taking the lead, M&A activity in South 
Asia’s mid-market is on solid footing.

Pakistan and Bangladesh also provide 
a convincing argument for increased 
mid-market M&A where demographics 
are concerned. Pakistan’s population is 
projected to grow by roughly 30% from 

2015 to reach 245 million in 2030. 
Bangladesh is expected to grow by 25m 
during the same period, to reach 187m 
by 2030.  

All three major South Asia economies 
will also continue transitioning from 
agricultural to urban-based societies  
in the coming decades, providing further 
impetus for corporations to consolidate 
and expand positions. Approximately 
30% of South Asia’s total population  
is currently living in urban areas. South 
Asia’s estimated urban population 
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South Asia mid-market M&A: Inbound investor geographies (deal volume)

US outbound mid-market M&A: Target geographies (deal volume)

investors and creditors to accelerate 
the restructuring of distressed assets, 
as well as taxation reforms like the 
landmark unified Goods and Services 
Tax (GST). Ongoing monetary 
liberalisation and improvements 
to structural deficiencies are also 
expected to drive cross-border mid-
market activity beyond 2016.

Opportunity sector: Technology,  
media and telecommunications
With its global renowned IT backbone, 
India’s TMT sector will continue to 

draw the most diverse interest in 
the mid-market M&A space. For 
example, Amazon announced plans 
to invest US$3bn on top of the 
US$2bn announced two years ago, 
albeit for undisclosed use in the 
emerging e-commerce space. The rise 
of disruptive technologies and their 
convergence with disparate industries 
such as financial services will also 
influence deals. 

Larger forces will also prompt ongoing 
interest in India’s TMT space. 

expanded by 130 million in the first 
ten years of the 21st century and is 
projected to increase by nearly 250 
million between 2015 and 2030. 

Cross-border trends:  
The world’s new factory
Inbound activity also supports the 
subregion’s year-on-year consistency 
with 134 deals worth US$9.4bn in 
2015, and 53 deals worth US$4.2bn 
in YTD 2016. Acquirers from the US 
completed 10 transactions, largely in 
the TMT sector as American investors 
look to tap India’s renowned IT services 
space. More broadly, investment into 
India is led by the US, United Kingdom 
and Japan, which should inspire further 
confidence in India, given that all 
three countries are known for strong 
regulatory oversight, a culture of in-
depth due diligence and a business 
environment that seeks growth in 
international markets. Since 2015, 
South Asia has overtaken Greater  
China as a target jurisdiction for 
inbound M&A from the US.

Narenda Modi’s administration has 
placed considerable emphasis on the 
“Make in India” initiative to encourage 
companies to manufacture their 
products in India. In 2015, US$28.7bn 
worth of foreign direct investment 
(FDI) in “greenfield” manufacturing 
projects were announced, more than 
double the US$11bn announced in 
2014. Additional policy encouragement 
has come in the form of further FDI 
liberalisation across a variety of sectors 
like construction, insurance, single-
brand retail and pharmaceuticals. 

Other FDI-friendly reforms include 
passing India’s first national 
bankruptcy law, expected to allow 
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South Asia mid-market M&A: Top target sectors (deal volume)

Policy-based consolidation in the 
telecommunications market, motivated 
in part by the government to allow 
spectrum sharing and trading, is no 
doubt being watched by potential 
acquirers and targets alike. 

In Bangladesh, the merger of Robi 
Axiata and Airtel Bangladesh is  
a foremost example of tightening  
the telco market. 

Additionally, the Digital India 
initiative aimed at creating a digital 
infrastructure across all government 
departments will create opportunities 
as well, either to onshore technologies 
or repatriate platforms to India via 
acquisition in developed markets. 

Innovation is a prime factor driving deal 
activity in the sector. Technology and 
data services have long been a staple 
of the Indian economy, with companies 
like Infosys, Tata Consultancy Services 
and Wipro spearheading development. 

Influenced by the start-up mind-set 
of Silicon Valley, a new batch of 

Our perspectives from the ground

India witnessed robust GDP 
growth rates of 7.2% in 2014–15 
and 7.6% in 2015–16. In 
terms of M&A activity in India, 
cross-border deals drove the 
momentum. Private equity 
deals have increased in the 
last year due to more realistic 
valuations. However, investors 
are keen on investing in sectors 
like renewable, technology, 
healthcare, consumer, financial 
services and others. Funds 
that are nearing the end of 
their life cycle are chasing 
exit routes through IPOs more 
aggressively. The inbound front 
may see increased activity from 
Japan—due to a softness in the 
relationship of both countries, 
further fuelled by low interest 
rates in Japan compelling 
Japanese corporations with 
huge cash piles to look for new 
avenues of growth. Recent FDI 
norms and the much awaited GST 
will perhaps be a game changer 
and will further accelerate the 
deal activity from an inbound 
investment, domestic M&A and 
PE perspective. There is strong 
interest from domestic players 
in buying out stressed assets. 
Investors are looking at this as an 
opportunity to buy quality assets 
which could yield high returns. 

Neha Paul, National Leader, 
Corporate Finance Advisory 

Services, Baker Tilly DHC
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innovative names have also  
emerged and are poised to attract 
greater attention from domestic  
and global acquirers keen to tap 
into this massive market and take 
advantage of locally-sourced talent 
and technology services.
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MID-MARKET M&A

MID-MARKET DIVESTITURES

TOP 3 INBOUND INVESTOR COUNTRIES  
(2011–YTD 2016)

TOP 3 TARGET SECTORS (2011–YTD 2016)

Inbound mid-market M&A as a percentage of total mid-
market M&A has declined to 6% YTD 2016, from a peak of 
16% in 2012.

30% of corporate divestitures in Japan since 2013  
occurred in the mid-market

19% Number of mid-market corporate divestitures as a 
percentage of total mid-market M&A in Japan since 2013

2011 
356 deals
US$83.4bn

2015
407 deals
US$61.7bn

YTD 2016
208 deals
US$31bn

USA
38 deals
US$3.7bn

SOUTH KOREA
16 deals
US$1bn

HONG KONG
10 deals
US$528m

JAPAN

2013–YTD 2016
63 deals
US$3.5bn

YTD 2016
15 deals
US$638m

Industrials and chemicals
Consumer
Technology, media  
and telecommunications

JAPAN

41% 
 Number of mid-market deals in Japan  

as a percentage of total M&A since 2011

Volume (deals)
21% (189)
19% (169)
17% (155)

Value (US$bn)
22% (12)
20% (10.7)
15% (8.3)
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Japan
M&A in Japan’s mid-market has been relatively in 
line with 2015 in 2016 compared with the region’s 
largest emerging markets, however, a wave of corporate 
divestitures has brought a number of businesses to 
market. Equally, outbound M&A continues to define 
Japanese corporate activity.

Deal drivers
The Japanese mid-market has been 
somewhat subdued in recent years. 
In 2015, the country’s mid-market 
registered 158 deals, representing 39% 
of total M&A volume, comparatively low 
by regional standards (in China those 
figures are roughly 65% while in South 
Asia they are 50%). 

Despite moderate dealmaking, several 
factors point to the prospect of increased 
activity going forward. The combination 
of negative interest rates and cash rich 
balance sheets suggests that Japanese 
corporations need to deploy funds or 
risk hurting revenues further. Add cheap 
financing into the mix, and it appears 
that a perfect storm is brewing for both 
acquirers and targets. 

Perhaps more significantly has been 
Abenomics as a driving force behind 
Japanese M&A. The corporate 
governance code and structural 
reform agenda instituted under the 
administration of Prime Minister Shinzo 
Abe since December 2012 has actively 
encouraged Japanese companies to 
improve return on equity while restoring 
their global competitiveness. While the 
result has been a sweeping wave of 
outbound acquisitions in recent years, 

much of the cross-border buying spree 
starts at home, as Japanese corporates 
restructure operations, using divestitures 
to downsize and sell non-core assets to 
strengthen balance sheets and pay off 
mounting debts. 

Since 2012, corporate divestitures of 
non-core businesses and assets has 
risen steadily, accounting for 24% of 
total M&A in the domestic market in 
2015. Divestitures in the mid-market 
ebbed in 2014 and into 2015 as larger-
cap sales took centre stage. These deals 

have since rebounded, accounting  
for 19% of M&A in the mid-market  
and 30% of total divestitures in the  
first half of 2016, and they are 
anticipated to be ongoing as policies 
continue to encourage restructuring  
in the form of industry consolidation 
and reviews of current corporate 
portfolios. Such divestitures in  
the mid-market have been targeted  
by both private equity firms and 
multinational corporations, providing 
excellent opportunities to expand in,  
or enter, the market. 

Japan mid-market M&A
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Cross-border trends: All in for outbound
Despite the opportunities corporate 
divestments are creating, Japan’s 
inbound deal flows have dropped 
sharply in 2016, led by a retreat of 
investment from the US, China and 
Hong Kong, and Korea. Inbound mid-
market M&A accounted for only 6% of 
mid-market totals in Japan, the lowest 
since 2011 (8%). Conversely, corporate 
Japan has been on an outbound buying 
spree since 2011. In 2015, Japan saw 
304 deals worth US$87.9bn, of which 
109 worth US$8.8bn were mid-market 
deals. With renewed pressure to deploy 
surplus cash within corporate Japan 
and the impact of global initiatives 
like the TPP, Japanese outbound M&A 
could see a further increase through 
2016 and H1 2017. Aside from ample 
cash reserves,  Japan’s outbound M&A 
will continue to be characterised by 
a search for new markets as many 
industries face a crowded marketplace 
for their goods and services. This, 
matched with a weak domestic 
consumer market and a shrinking 
and ageing population, means many 
Japanese corporates will continue  
to look offshore to expand businesses 
and offset localised challenges. 

Opportunity sector: Consumer
The consumer space is traditionally a 
bellwether of the Japanese economy and 
one of the most active areas for mid-
market M&A. With declining domestic 
consumption squeezing the profits of 
luxury goods, retail and food/beverage 
firms, it has become a case of acquire 
or be acquired for many in this packed 
market. As such, investment and growth 
opportunities overseas have surged. 
Home-grown companies like Ajinomoto 
and Asahi have publicly announced 

M&A war chests and are poised to flex 
their acquisition muscles in offshore 
markets. Moreover, consolidation in the 
fragmented retail sector has become 
a conspicuous trend, characterised by 
many lower value acquisitions of small-
to-mid sized domestic retail businesses 
by larger Japanese retail operators 
keen to bolster economies of scale and 
counter challenges from eCommerce 
disruption. For instance, convenience 
store chain FamilyMart announced a 
US$3.9bn acquisition of UNY Group 

in October 2015 and a US$109m 
acquisition of Cocostore in September 
2015 to shore up its domestic position. 

Competition in Japan’s crowded 
consumer market is likely to intensify 
as spending further moderates and 
the population ages. As such, the 
fragmented industry holds high potential 
for a surge in M&A in 2016 and beyond 
as the industry consolidates and 
individual corporates seek to distinguish 
themselves from the rest.  

Japan mid-market target sectors (2011–YTD 2016)

Agriculture

Energy, mining
and utilities

Transport

Real estate

Construction

Pharma, medical
and biotech

Leisure

Financial services

Business services

Technology, media and
telecommunications
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and chemicals
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Our perspectives from the ground

Japanese companies in the  
mid-market, regardless of  
what industry, are waiting  
for opportunities to expand in 
Asia-Pacific. For the M&A market 
in Japan, cases of manufacturing 
and real estate acquisitions by 
Asian investors are becoming 
noticeable. Additionally, both 
buyers and targets these days  
are often multinational. 

Masafumi Takeno, Managing 
Director, ClifixFAS Co Ltd
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As the year marches on, the second half of 2016 is shaping up for a stronger finish 
than the first half for Asia-Pacific M&A. Nonetheless, the year is unlikely to match the 
performance of 2015, considered the biggest M&A year ever. 

Against the backdrop of sustained 
geopolitical and macroeconomic 
uncertainty, dealmaking in the region 
appears to have taken on a more 
tempered and deliberated mood. 
Megadeals have been retreating from 
the headlines as investors take on  
a more cautious wait-and-see attitude 
in the midst of volatility, and valuations 
take on a more conservative tinge as 
buyers tighten their purse strings in an 
increasingly difficult and unpredictable 
economic environment.

The year has been turbulent 
for dealmaking, punctuated by 
unexpected turns of events that  
have caught many observers 
unawares. Apart from stock and 
oil price volatility boiling over from 
2015, Britain voted to leave the 
European Union in June, sending  
the pound to a 31-year low against 
the dollar and making M&A 
transactions in the United Kingdom 
cheaper for foreign acquirers in 
the short term. In the longer term, 
the path ahead for M&A in Europe 
and the United Kingdom may only 
become clear when the dust settles 
after the completion of Brexit 
negotiations, which may affect 
regulations governing dealmaking, 
due diligence processes and labour 
and dispute resolutions in the region. 

Conclusion: H2 2016 and beyond

In the meantime, all eyes are on  
the imminent US presidential election 
in early November, which is expected 
to have the biggest impact on global 
M&A this year depending on the 
trade and economic policies of the 
new incumbent. Anticipation and 
speculation towards both the US 
elections and Brexit have investors 
suspended in a crippling limbo  
of uncertainty as the world waits  
with bated breath for a rejigging of 
political powers and trade relations, 
prompting investors to set their sights 
on markets and targets in the Asia-
Pacific as viable alternatives.

From surviving to thriving
As the year progresses, China appears 
to have begun to settle into a new 
normal as it sets a GDP growth target 
of 6.5-7% for 2016. Cognisant of the 
passing of China’s era of unbridled 
growth, Asia-Pacific businesses may 
have begun to adjust and show the first 
signs of recovery. Moving away from 
or completely bypassing the distressed 
asset sales and merge-to-survive deals 
undertaken as a last resort, Asia-
Pacific businesses are beginning to turn 
towards the proactive divestitures of 
non-core or underperforming assets, 
with a view of streamlining business 
portfolios as part of forward-looking 
corporate strategies. 

More significantly, regional businesses 
are looking to thrive in spite of market 
conditions, and are seeking to achieve 
accelerated inorganic growth by way  
of mergers or bolt-on acquisitions.  
This is likely to translate into rising 
interest in mid-market dealmaking, 
with mid-market targets being often 
just right in terms of size, agility and 
price when it comes to making lower-
risk, buy-and-build or bolt-on deals.  
In this manner, the mid-market lends 
itself easily to sectors in need of a shot 
in the arm to stimulate growth, as well 
as businesses looking for marriages  
of convenience to achieve synergies  
in innovation and efficiency. 

Innovation: The name of the game
Tech, one of the hottest rising 
industries across multiple jurisdictions 
in the Asia-Pacific, is likely to see a 
rise in mid-market activity towards 
the end of 2016 and into 2017, as 
an increasing number of companies 
offering developments in disruptive 
and emerging technologies begin to 
graduate from start-up or small-cap 
status and move into mid-market 
territory. Specifically, tech companies 
are permeating many other disparate 
sectors by generating cross-sector 
hybrid deals that enable businesses  
to arrive at transformative growth  
by achieving the innovative edge. 
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Various countries in the region are 
anticipating this sea-change, with the 
highly advanced economies seeking 
to gain a competitive edge by driving 
innovation and game-changing 
technological developments. For instance, 
Australia is putting innovation on its 
national agenda and Singapore is striving 
to position itself as a FinTech hub. 

Meanwhile, the fast-growing emerging 
economies in the region refuse to be left 
behind. China, for example, is moving its 
manufacturing sector up the value chain 
through the acquisition of technologies 
that can upgrade its operational efficiency 
and production quality.

Redirecting deal flows
By geography, mid-market dealmaking 
in the Asia-Pacific is likely to witness  
a shift in the direction of deal flows. 

As China’s growth continues to slow, 
Australia, having returned Malcolm 
Turnbull to office, is expecting more 
political equanimity in the year ahead, 
which can translate into an increase  
in deal activity originating both from  
Asian and non-Asian mid-market 
companies looking to set up an 
outpost and establish a presence  
for trial operations in the region,  
or to gain access to a new and 
sophisticated consumer base.

Interest is also likely to come from 
acquisitive Chinese companies looking 
for expansion beyond national borders, 
but prudently seeking to distance 
themselves from post-Brexit instability 
in Europe, and pre-election uncertainty 
in the US. 

A lot of China’s outbound interest is 
driven by its desire to hedge against 
decelerating growth at home by 
searching for high-yielding assets 
overseas. The country’s acquisitions  
are also likely to be focused on 
acquiring the intellectual property, 
know-how, technologies and 
infrastructure that will enable its 
homegrown businesses to attain the 
levels of advancement, efficiency and 
quality requisite for global competition.

Meanwhile, India and the ASEAN 
bloc are garnering rising interest from 
investors turning away from China 
and on the lookout for opportunities 
in emerging economies with significant 
upsides. Spearheaded by China’s 
outward bound shopping spree, many 
countries in the Asia-Pacific are eyeing 
dealmaking on foreign soil in the face 
of subpar conditions at home.
 
With the year nearing its closure,  
the time has come to take stock of  
the months past and chart a course 

for the year ahead. In the absence 
of the megadeals that turbocharged 
the record-breaking turnovers and 
volumes of 2015, it is likely that 
2016 will complete its run with a  
finish that demonstrates resilience 
against the year’s turbulence, one  
that is capable of ushering in 2017 
on a strong footing. 

As investors look forward to innovative 
and sustainable growth in times of 
uncertainty, mid-market dealmaking 
will continue to be the sturdy mainstay 
of the Asia-Pacific M&A market, 
providing stalwart and unwavering 
support as the region embarks in 
search of new opportunities in the 
winds of change.
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