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The Chinese government-led plan for the establishment of a Greater 
Bay Area – a major financial and technology hub in the Pearl River 
Delta able to compete with world-class city clusters around San 
Francisco, New York and Tokyo – is expected to create tremendous 
business opportunities in the coming years. The scheme aims to 
ramp up cooperation and coordination among Hong Kong, Macau 
and nine cities in China’s Guangdong province including Guangzhou 
and Shenzhen. The area is home to about 70 million population and 
generates a combined GDP of USD 1.5trn, similar to that of the entire 
South Korea.
The export-oriented Guangdong province remains as China’s 
top economic powerhouse despite intense pressure from the 
escalating US-China trade war, until May 2019 Guangdong witnessed 
66 M&A deals valued at USD 6.9bn, ranking the top dealmaking 
volume in China market, and accounted for a 19% of the overall 
2018 Guangdong M&As (USD 36bn). While in the same period of 
2019, Hong Kong announced 47 transactions worth a combined 
USD 14.7bn, up 31% by value compared to 2018 worth USD 11.2bn, 
largely due to two large deals - Hanergy Thin Film Power Group’s 
privatization worth USD 6.82bn and USD 2.86bn of China Power 
Clean Energy Development’s privatization.
  Guangdong’s industrial and chemicals sector, which plays a key role 
in Chinese economy, has seen a brisk dealmaking activity, ranking 
first in terms of volume with 15 transactions equivalent to 22.73% 
of total M&A deals (66 deals) and second in terms of value totaling 
USD 1.4bn over the first five months of 2019 (USD 6.9bn). It is worth 
mentioning that output in advanced manufacturing accounts for over 
half of Guangdong total industrial output. Guangdong enterprises are 
increasingly integrating cutting-edge technology such as big data 
and IoT into their production processes to cope with rising labor 
costs and a more competitive global market. Under the Greater Bay 
Area blueprint, these manufacturers will be facilitated in making use 
of Hong Kong as a springboard to find the right technologies and 
partners abroad. In May 2019, Guangzhou Haozhi Industrial, through 

its subsidiary Haozhi International HK Co., Ltd., purchased USD 33m 
of Infranor Holding SA, the Switzerland-based automation equipment 
manufacturer which owns 11 global companies specializes in the area 
of industrial automation and has recently branched out into industrial 
robotics.
    The financial services sector also recorded a solid pipeline of 
M&A transactions in Guangdong, grabbing the top position in terms 
of value recorded 8 deals for USD 2.43bn, representing a 35.24% 
market share of Guangdong’s total M&A value (USD 6.9bn) until 
May 2019. The largest deal targeting this sector is the USD 1.54bn 
CITIC Securities’ acquisition in Guangzhou Securities in January 
2019, and CITIC believes that there is a huge potential space for 
financial business development in Guangdong Province. Banking and 
insurance companies are expected to become major beneficiaries 
from the Greater Bay Area plan, which envisions more financial 
regulatory and supervisory coordination, cross-border insurance 
policy sales, claims and investigations, the establishment of an 
account management system to facilitate cross-border usage of the 
yuan and capital account convertibility for cross-border settlement of 
trade and investment, among others.
    Transportation is expecting a continually increase in M&A as it is 
also vital to the success of the Greater Bay Area plan. Shenzhen, 
Guangzhou and Hong Kong are ranked among the world’s top 10 
container ports by volume. Giant infrastructure projects such as 
Huangmaohai Cross-Sea Passage and Hong Kong-Zhuhai-Macao 
Bridge will also play a significant role in the region’s interconnectivity 
plan. According to Mergermarket data, in the first consecutive 
5-month-period, the transportation remains as the most attractive
sector in Hong Kong, despite which notched up USD 996m across 5
deals, a decrease of 28.86% by value compared to the same period
in 2018 which secured USD 1.4bn. In March 2019, Cathay Pacific
Airways has inked to acquire Hong Kong Express Airways for up to
USD 628m, which meanings Cathay Pacific is officially jumping into
lucrative low-cost travel market.

The M&A Trends in Guangdong 
and Hong Kong
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China and Hong Kong
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Guangdong
Top 3 sectors 
Industrials & Chemicals
Technology
Financial Services

Shanghai 
Top 3 sectors 
Industrials & Chemicals
Pharma, Medical & Biotech
Business Services

Beijing 
Top 3 sectors 
Technology
Business Services
Financial Services

Zhejiang 
Top 3 sectors 
Industrials & Chemicals
Technology
Real Estate

Jiangsu
Top 3 sectors 
Industrials & Chemicals
Real Estate
Energy, Mining & Utilities

Hong Kong 
Top 3 sectors 
Consumer
Construction
Energy, Mining & Utilities

US$ 7.7bn

US$ 1.4bn
US$ 256m
US$ 2.6bn

US$ 8.4bn

US$ 1.3bn
US$ 1.1bn
US$ 1.4bn

US$ 20.5bn

US$ 5.4bn
US$ 1.5bn
US$ 3.3bn

US$ 6.0bn

US$ 3.5bn
US$ 380m
US$ 495m

US$ 6.0bn

US$ 4.2bn
US$ 376m
US$ 619m

US$ 14.7bn

US$ 765m
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75 Deals

16 Deals
13 Deals
10 Deals

54 Deals

14 Deals
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7 Deals

67 Deals

21 Deals
9 Deals
9 Deals

54 Deals

20 Deals
7 Deals
5 Deals

49 Deals

21 Deals
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8 Deals
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5 Deals
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Guangdong and Hong Kong
Top 3 sectors and Deals Jan-May 2019

Industrials & Chemicals

Technology

Financial Services 

Energy, Mining & Utilities

Consumer

Construction

US$ 1.4bn

US$ 256m

US$ 2.4bn

US$ 9.9bn

US$ 965m

US$ 1.5bn

16 Deals

13 Deals

8 Deals

5 Deals

8 Deals

7 Deals

Annoucement Date: 08/01/2019
Target: Guangdong Aiko Solar Energy Technology Co., Ltd.
Bidder: Shanghai Xinmei Real Estate Co., Ltd.
Seller: An investor group led by Chen Gang (Private investor)
Deal Value: USD 978 m

Annoucement Date: 13/02/2019
Target: Guangdong Kuanpu Technology Co., Ltd.
Bidder: King-strong New Material Technology Co., Ltd.
Seller: A group of 17 investors led by Foshan Yuanhou Investment 
Service Enterprise (Limited Partnership)
Deal Value: USD 96 m

Annoucement Date: 05/03/2019
Target: Guangzhou Securities Co., Ltd.
Bidder: CITIC Securities Co., Ltd. 
Seller: Guangzhou Yuexiu Financial Holdings Group Co., Ltd.
Deal Value: USD 1538 m

Annoucement Date: 26/02/2019
Target: Hanergy Thin Film Power Group Limited (32.49% Stake)
Bidder: Hanergy Mobile Energy Holding Group Limited
Deal Value: USD 6820m

Annoucement Date: 17/01/2019
Target: Bluestar Adisseo Nutrition Group Limited (15% Stake)
Bidder: Bluestar Adisseo Company
Seller: China National Bluestar (Group) Co., Ltd.
Deal Value: USD 534 m

Annoucement Date: 08/03/2019
Target: Hong Kong International Construction Investment 
Management Group Co., Ltd. ( HKICIM )  (84.34% Stake)
Bidder: Blackstone Group L.P.
Deal Value: USD 1262m

Mergermarket
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Top Deals in Guangdong

Announcement date Target Target dominant sector Bidder
Bidder Dominant 

Geography
Seller

Deal Value 
(US$m)

05-Mar-2019 Guangzhou Securities Co., Ltd. Financial Services CITIC Securities Co., Ltd. China Guangzhou Yuexiu Financial 
Holdings Group Co., Ltd.

1,538

08-Jan-2019 Guangdong Aiko Solar Energy 
Technology Co., Ltd.

Industrial: Electronics Shanghai Xinmei Real Estate Co., Ltd. China An investor group led by 
Chen Gang (Private investor)

978

09-Jan-2019 Zhanjiang Port (Group) Co.,Ltd 
(31.55% Stake)

Transportation Zhanjiang Infrastructure Construction 
Investment Group Co.,Ltd.; China Merchants 
Port Group Co., Ltd.

China 507

28-Feb-2019 Guangzhou Friendship Group Co., Ltd. Consumer: Retail Guangzhou Merchandise Enterprises (Group) 
Co., Ltd.

China Guangzhou Yuexiu Financial 
Holdings Group Co., Ltd.

397

18-May-2019 Jiangsu Dongheng Haixin Property 
Co Ltd (20% Stake); Guangzhou 
Zengcheng District Tahoe Jiaxin 
Real Estate Co., Ltd. (51% Stake); 
Guangzhou Zengcheng Runyu 
Properties Co., Ltd. (51% Stake); 
Foshan Shunde Zhongwei Real Estate 
Development Co., Ltd. (30% Stake)

Real Estate Shimao Property Holdings Limited China Tahoe Group Co., Ltd. 376

Mergermarket 6
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Top Deals in Hong Kong

Announcement date Target Target dominant sector Bidder
Bidder Dominant 

Geography
Seller

Deal Value 
(US$m)

26-Feb-2019 Hanergy Thin Film Power Group 
Limited (32.49% Stake)

Energy Hanergy Mobile Energy Holding Group Limited China 6,820

28-Mar-2019 China Power Clean Energy 
Development Co. Ltd.   (73.58% 
Stake)

Energy China Power International Holding Limited Hong Kong 2,863

08-Mar-2019 Hong Kong International Construction 
Investment Management Group Co., 
Ltd. ( HKICIM )  (84.34% Stake)

Construction Blackstone Group L.P. USA 1,262

27-Feb-2019 Yuexiu Property Co. Ltd. (19.9% 
Stake)

Real Estate Guangzhou Metro Corporation China 785

27-Mar-2019 Hong Kong Express Airways Limited Transportation Cathay Pacific Airways Limited Hong Kong HNA Aviation Group Co., 
Ltd.

628
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Hong Kong Airlines shareholders 
engaging with suitors for exit – sources

Two of Hong Kong Airlines’ (HKA) 
shareholders are collecting bids from 
interested parties for a possible majority 
stake sale in the city’s second largest carrier, 
according to three sources familiar with the 
situation.

The selling shareholders include Cayman 
Islands-incorporated investment firm Frontier 
Investment Partner LP, with more than a 
30% stake, and an undisclosed investor, the 
three sources noted, adding it is still unclear if 
other shareholders, which remain undisclosed, 
have agreed to join talks. Frontier hopes a 
new investor would help improve the airline’s 
performance, the first source noted.

The sale, informally kicked-off in October, has 
received positive responses so far. At least two 
groups of possible suitors have emerged and 
held discussions with Frontier individually, the 
sources added.

An unidentified Beijing-based billionaire is one 
of the potential bidders, the first and second 
sources said. A renowned Hong Kong family 
trust has also contacted the seller, the third 
source said, declining to reveal further.

“[The sellers] have indicated a minority stake 
sale may be possible if the bid price is not high 
enough to match their expectation,” said the 
third source.

Frontier is not in a rush to sell and aims to 
meet with more parties later, the same source 
noted. However, the first source said the sellers 
would like to complete the stake disposal 
before year-end.

The airliner is still profitable, but earnings have 
been hit in the last financial year due to high 
oil prices, unsteady economic environment 
as well as a price war prompted by budget 
airlines, the third source said.

HKA currently operates 37 aircraft, each of 
them with an average of around five years. 
The air carrier was previously controlled by 
debt-ridden Chinese conglomerate HNA 
Group, with around 50% direct and indirect 
shareholding.

An announcement by HKA’s subsidiary in 
January this year noted HNA transferred its 
10.63% indirect interest and 23.75% direct 
interest in HKA to Frontier on 11 July 2017. 
The announcement did not highlight details 
regarding the stake transfer agreement.

HKA had previously planned to float on the 
Hong Kong bourse in 2016 and again in 2017 
but failed due to unstable capital environment, 
the third source said.

Frontier Investment Partners and HKA did not 
reply to requests for comments.

by Florence Shiu and Wong Ka-chun
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YTO Express Holdings 
welcomes strategic investor 
approaches – President

YTO Express (International) Holdings 
[HKG:6123], a Hong Kong-headquartered 
freight and logistics services provider, is 
welcoming approaches from strategic investors 
to optimize its current ownership structure, 
according to President Leo Huang.

The HKD 1.5bn (USD 191m) market-cap 
company is interested in exploring strategic 
options for a minority stake to mainly three 
types of potential investors, Huang noted.

Companies engaged in global commerce or 
e-commerce with demand for global package 
delivery services provide natural synergies, 
he noted, adding that shipping and aviation 
carriers that could help YTO Express scale up 
its service capacity are also welcomed. It is 
also looking to talk to state-owned funds with 
local government networks, especially ASEAN 
countries, that can facilitate YTO Express’ 
strategy to grow its overseas B2B and B2C 
logistics businesses in the region, Huang said.

Meanwhile, YTO Express is welcoming advisory 
approaches regarding potential target referrals, 
as the company is also seeking to boost 
business growth via strategic investments, 
Huang noted.

A rising trend of protectionism in the US 
and Europe is shifting Chinese companies’ 
investments offshore to the so-called 
“emerging markets”, said Xuong Liu, managing 
director at Alvarez & Marsal Asia. Whilst 
keen on snapping up high-tech and IP 

centric assets, Chinese buyers are also 
seeking opportunities to export their market 
experience and expertise offshore, Liu added.

YTO Express is receptive to different kinds of 
collaboration models with potential targets in 
Dubai, Thailand, Vietnam and Indonesia, where 
local infrastructure including highways and 
railways is quite well constructed, and there is 
also a relatively stable political and economic 
environment, Huang noted.

The company could acquire a controlling stake 
or set up joint ventures (JVs) in these markets 
that could help it leverage on the network and 
expertise of local teams, added.

It has over HKD 200m on hand and a gearing 
ratio of roughly 32.5%, according to its 2018 
annual report. YTO Express will not engage 
in large-scale deals that greatly increase its 
leverage, Huang explained, adding that less 
risk and greater upside could be achieved 
by investing in small-to-medium sized local 
players.

Hong Kong as global business hub 
YTO Express’ parent YTO Express Group 
[SHA:600233] recently formed a JV with 
Alibaba-backed Cainiao Network and China 
National Aviation Corporation to set up an 
international logistics center at Hong Kong 
International Airport, as announced in June last 
year. YTO Express Group holds a 64.75% stake 
in YTO Express.

YTO Express Group owns a 14% stake in the 
JV . All three partners in the JV will invest USD 
1.5 bn in the logistics hub, which currently 
handles over five million tonnes of cargo and 
airmail, the same report reads. YTO Express will 
manage most of the operational work once the 
center is put into operation, Huang noted.

The domestic market is saturated with big 
players, squeezing out the market share of 
smaller players, Huang said. YTO Express will 
serve as an offshore investment and operation 
platform for its parent in the consolidation of 
the group’s overseas businesses.

Currently, YTO Express manages about 90% of 
YTO Express Group’s international businesses 
as the parent gradually transfers existing 
clients and contract resources to the Hong 
Kong-listed entity, Huang explained.

YTO Express is learning from its global peers 
including FedEx and DHL, and will set up its 
regional warehouse networks worldwide, once 
its global business is sufficiently scalable to 
cover the related costs, he said.

The company reported HKD 4.5bn revenue and 
HKD 104m profit during the 2018 financial year, 
its annual report shows.

by Dong Cao 
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Zhaoheng Hydropower’s PE owners 
Morgan Stanley and FountainVest 
seek exit in resumed sale – sources

Private equity owners in Zhaoheng 
Hydropower [Zhao Heng Shui Dian], a 
Shenzhen-based small and medium-sized 
hydropower manager and developer, are 
seeking an exit in a resumed sale process, 
according to two sources familiar with the 
matter.

Morgan Stanley Infrastructure, FountainVest 
Partners and Olympus Capital Asia hold 
a combined 48.7% stake in the company, 
whereas ZhaohengHydropower’s management 
owns the remaining stake, the first source 
noted.

FountainVest has retained HSBC to assist on 
the sale, while Morgan Stanley is helping its 
infrastructure PE arm to engage talks with 
potential suitors, the two sources said.

The PE consortium is marketing the company 
at an EBITDA of roughly USD 90m, with asking 
price of about USD 1bn for their 48.7% stake, 
the second source noted.

The company’s management could also sell 
along with the private equity owners, as it 
was part of the agreement when these PEs 
invested in Zhaoheng Hydropower back in 
2009, the first source added.

Potential suitors for the asset could be 
insurance companies because Zhaoheng 
Hydropower’s business model is similar to 
leasing companies, and generates a stable 
long-term cash flow with low operating cost, 

the first source explained.

Strategic buyers could also include state-
owned sector peers that have access to low-
cost capital and understand the industry, the 
first source added.

The PE consortium was reported to have 
made a subsequent USD 300m investment 
in Zhaoheng Hydropower in 2012. Deal terms, 
however, were not disclosed.

Zhaoheng Hydropower posted a stable annual 
revenue of about CNY 1bn over the past two 
to three years, the first source said, adding 
that the company’s EBITDA and profit margins 
are at about 85% and between 8% and 12%, 
respectively.

This news service reported back in 2014 that 
Zhaoheng Hydropower’s PE owners planned 
to exit at a valuation of USD 1.5bn. The sale 
lapsed as the consortium failed to find suitable 
buyers, both sources noted.

As the largest privately-owned small and 
medium-sized hydropower developer in China, 
Zhaoheng Hydropower has roughly 1.4m kW 
total installed capacity with 143 power stations 
in ten provinces across China, its website 
shows.

According to the first source, the company 
would not seek an initial public offering 
because it could hardly obtain a fair valuation 
in the public market, given its business model 
of stable but slow earnings growth.

The current PE owners have been opposing 
Zhaoheng Hydropower to make further 
acquisitions amid a general slowdown of the 
industry, due to regulatory restrictions in China, 
the first source added.

M&A, however, could help Zhaoheng 
Hydropower lower its overall cost and boost 
revenue, the source said, adding the company 
therefore might pursue opportunities after the 
new shareholders come in.

Zhaoheng Hydropower sells 85%-90% of 
energy generated to local grids and now can 
sell directly to end users, which is expected to 
further drive up its profit margins, he added.

The company did not respond to request 
for comment. Morgan Stanley Infrastructure, 
FountainVest Partners and Olympus Capital 
Asia also did not reply to requests for 
comments.

HSBC and Morgan Stanley did not respond to 
requests for comments. 

by Dong Cao and Feier Wang 
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Hong Kong seaport probe to turn 
on nature of alliance — analysis 

• Competition Commission has no power over 
mergers

• Market definition could stretch beyond Hong 
Kong

• Exemption possible if economic efficiencies 
present

A key factor affecting the outcome of an 
investigation by Hong Kong’s antitrust regulator 
into a recent alliance of port operators will be 
whether the coalition can be classified as a 
merger.

On 9 January, the Competition Commission 
(CC) of Hong Kong said it had opened an 
investigation into an alliance by COSCO-HIT 
Terminals (Hong Kong), Asia Container 
Terminals, Hongkong International Terminals 
and Modern Terminals to jointly operate and 
manage 23 berths across eight terminals at 
Kwai Tsing, Hong Kong,

In a press release, the CC said the probe will 
investigate in particular whether the agreement 
constitutes a contravention of the First 
Conduct Rule of the Competition Ordinance 
(Ordinance) by preventing, restricting or 
distorting competition.

The Hong Kong Shippers’ Council, which 
represents Hong Kong traders dealing with 
transportation-related business, raised 
concerns with the government that the alliance 
could result in collusion and restrict choice as 
the alliance would account for 95% of Hong 

Kong’s container terminal business.

The First Conduct Rule guidelines state 
that certain commercial arrangements or 
agreements on pricing are legitimate in certain 
situations under provision 6.16.

But a former CC official said if companies 
jointly manage and operate the berths, this 
could affect prices eventually.

Nature of the beast  
A key aspect of any investigation is the exact 
nature of the alliance, sources told PaRR, as 
the terms of the transaction have not been 
made public. The four companies could argue 
that the alliance is a merger and hence outside 
the jurisdiction of the competition regulator, 
said an antitrust lawyer not associated with the 
transaction.

“The word alliance is meaningless unless we 
know what the terms are,” she said.

Another lawyer familiar with the transaction 
agreed, saying it is a technical question as 
to whether the alliance can be seen as a 
merger. He cited how antitrust authorities in 
certain jurisdictions such as China, Europe and 
Singapore have reviewed some alliances in the 
airline sector using merger rules, though not 
necessarily in all cases.

Many decisions involving Singapore’s airline 
industry have been taken outside of a merger 
context, he said. If the Seaport Alliance 
qualifies as a merger, then the CC has no 

jurisdiction to review it, he added.

The use of the first conduct rule implies the 
regulator does not see the alliance as a joint 
venture, as they are excluded from the first 
conduct rule, said the first antitrust lawyer.

She said the alliance could be compared to 
vessel sharing agreements (VSAs) or voluntary 
discussion agreements (VDAs), which are 
also a form of alliance where competitors 
come together to cooperate but remain 
independent.

Market definition  
Market definition will also play an important 
role in any investigation, as the CC needs 
to be clear who are the competitors, said a 
former agency official.

“In analyzing what is the relevant geographic 
market, it is necessary to consider the extent 
to which Hong Kong terminals compete 
with ports in the region for customers or 
business,” said Machiuanna Chu, a Hong Kong-
based lawyer with Deacons. She noted that 
customers might shift to other ports in the 
region even though transshipment remains “a 
significant part of business in Hong Kong”.

In 2018 the CC turned down the liner shipping 
industry’s request for a block exemption to 
Hong Kong’s competition laws despite a 
threat that companies would relocate their 
operations to nearby ports.

COSCO SHIPPING Ports Vice chairman and 
Managing Director Zhang Wei said the alliance 
was necessary given the changing dynamics of 
the shipping industry in the wake of strategic 
alliances between shipping lines and the 
growing use of large vessels.

Cooperation among the port operators would 
create additional capacity among the 23 
berths across the combined terminal facilities 
to better accommodate the needs of shipping 
alliances while also providing cost synergies, 
he added.

The CC was informed about the alliance prior 
to the companies’ public announcement, a 
spokesperson for the alliance told PaRR.

However, the agency “has traditionally been 
very reluctant to give informal sign-off for such 
arrangements” with the exclusion tool available 
under the Competition Ordinance, a second 
former CC official said.

Schedule 1 under the Ordinance allows 
undertakings to apply for exclusions for 
agreements that enhance “overall economic 
efficiency”.

Theoretically it is possible for the CC to grant 
exclusion without a formal application filed, 
said the first former CC official.

The CC declined to comment beyond what 
has been stated in the press release.

by Freny Patel and Joyce Chen
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Hong Kong antitrust agency grounded 
from review of CX/HK Express deal

• 100% takeover of budget carrier puts deal 
beyond CC’s scrutiny

• Regulatory deal review possible if Cathay 
opted for minority stake

Hong Kong’s antitrust authority could only 
have investigated Cathay Pacific Airways 
Limited’s (CX) pending acquisition of Hong 
Kong Express Airways Limited (HK Express) 
if CX opted to acquire a minority stake in the 
budget carrier, its Chief Executive told PaRR.

On 27 March, flagship carrier CX announced 
its decision to fully acquire budget carrier 
HK Express for HKD 4.93bn (USD 628m) – a 
move that has stirred questions over whether 
the transaction could have anticompetitive 
consequences.

Brent Snyder, chief executive officer of the 
Competition Commission (CC) of Hong Kong, 
said had the deal not been a 100% takeover, 
the regulator could have investigated it for an 
anticompetitive “object or effect” if there was 
reasonable cause.

As Hong Kong does not have a general merger 
control provision, the CC cannot investigate 
a transaction which involves the 100% 
acquisition of HK Express, he said.

“There won’t be anything that anybody in 
Hong Kong will be able to do to stop that 
transaction, because we do not have the 
cross-sector merger regulation,” Snyder said.

Merger review in Hong Kong is restricted 
to the broadcast and telecommunications 
sectors.

This deal could be an “excellent talking point” 
to argue the need for a general merger control 
regime, Snyder noted. Without a general 
merger control provision, it is possible to see 
the creation of dominant players in certain 
market sectors, as the CC has very limited 
ability to prevent this, he added.

Meanwhile, it is only a matter of time before 
Hong Kong introduces broader merger rules, 
said the former acting US Assistant Attorney 
General for antitrust, citing other jurisdictions 
in which merger review was eventually 
introduced.

“I think Hong Kong will be no different than 
those types of jurisdictions,” he said.

Section 9 of the Hong Kong Competition 
Ordinance holds that undertakings are allowed 
to apply for a decision from the CC as to 
whether a particular agreement is exempt 
or excluded from the application of the First 
Conduct Rule, which prohibits businesses from 
entering agreements that harm competition.

Since Hong Kong’s competition statute 
entered force more than three years ago, the 
CC has granted a block exemption to the 
liner shipping industry and issued a decision 
on the banking industry’s application. The 
pharmaceutical industry also applied for an 

exclusion for its suspended market report 
in January, which is currently pending a 
Commission decision.

As more sectors seek exclusion, Snyder said 
such applications are not “a substitute for self-
assessment”.

Undertakings might approach the authority if 
they believe there is a risk that certain conduct 
could violate the law after preforming a self-
assessment, he said, noting that the provision 
would not stop the CC from investigating any 
agreement “in appropriate circumstances.”

by Freny Patel and Joyce Chen
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LafargeHolcim’s exit from SE Asia builds 
up competition concerns, sources say

• Deal likely to enter phase 2 review in 
Philippines

• Indonesia authority awaits additional 
documents to commence review

• Malaysia could review deal under prohibition 
of anticompetitive agreement

LafargeHolcim’s [SWX: LHN] plans to fully exit 
from Southeast Asia could trigger competition 
concerns in some countries due to the 
significant market share increases set to be 
achieved by some of the proposed buyers of 
its assets in the region, antitrust lawyers said.

The decision by the world’s largest cement 
manufacturer to pull the plug on South East 
Asia via a series of divestment announcements 
in Indonesia, Malaysia, the Philippines and 
Singapore has raised eyebrows considering 
the growing demand for cement in a region 
where the population exceeds 600 million.

LafargeHolcim’s Chief Executive Officer Jan 
Jenisch has justified the divestments saying 
that it is exiting “from the increasingly hyper 
competitive arena in South East Asia” in an 
effort to deleverage and strengthen its balance 
sheet as part of the group’s “Strategy 2022 
– ‘Building for Growth’”. The group has said 
proceeds from asset sales will help it reach its 
target ratio of Net Debt to Recurring EBITDA of 
2 times or less by the end of 2019.

Last November the Swiss company announced 
its plans to sell its 80.6% stake in Holcim 
Indonesia to Semen Indonesia for an 
enterprise value of USD 1.75bn. Earlier this 
month (2 May), it signed an agreement to sell 
its 51% stake in Lafarge Malaysia Berhad 
[KLSE: LAFMSIA] to the Malaysia-based 
holding YTL Cement Berhad for a cash 
consideration of USD 396m. It also announced 
plans to divest its entire 91% shareholding in 
Holcim Singapore to YTL Cement Singapore 
PTE Ltd. And last week (9 May), it said 
that San Miguel Corporation [PSE:SMC], 
a Philippines-based conglomerate, would 
acquire an 85.7% stake in Holcim Philippines 
Inc [PSE:HPI] for an enterprise value of USD 
2.15bn.

Indonesia authority awaits additional 
documents 
A decision on Semen Indonesia’s acquisition 
of Holcim Indonesia on 31 January 2019, 
which was filed with the Commission for the 
Supervision of Business Competition (KPPU) 
on 15 March, will take 90 working days after 
the acquirer submits additional documents, 
Commissioner Guntur Saragih told this news 
service. The KPPU, which follows a post-
merger notification regime, is waiting for 
additional documents from the parties to 
support their review analysis, he said.

Semen Indonesia, a state-owned cement 
producer had a 40.8% market share in the 
country’s cement production, according to 

the Ministry of State-Owned Enterprises’ 
release prior to the agreed acquisition. Post-
acquisition, Solusi Bangun Indonesia‘s market 
share will increase to 55.8%, since Holcim had 
a 15% market share. The second largest player 
in Indonesia, Indocement Tunggal Perkasa 
has a 26.5% share, the government release 
stated.

Farid Nasution, partner at Assegaf Hamzah & 
Partners, representing Semen told this news 
service that on an average, KPPU takes about 
a year to review a merger. He acknowledged 
that the antitrust authority has asked for 
more data on quantitative analysis and market 
related research. So long as the KPPU is 
asking for more information, the review will 
not commence, Nasution said, justifying why 
the review process could take almost a year 
instead of 90 days, which he added results in 
uncertainty for the parties.

Saragih explained that KPPU needs to 
ensure that the new entity, Solusi Bangun 
Indonesia, does not restrict competition, 
hamper distribution or adopt predatory pricing 
that could impact smaller players. If Semen 
Indonesia does not abuse its dominance, there 
is no need to worry, he added.

Philippine merger review could enter phase 2 
Philippine Competition Commission (PCC) 
Chairperson Arsenio M Balisacan said a 
merger filing would be required for San Miguel 
Corporation’s acquisition of an 85.7% stake in 

Holcim Philippines.

Secretary of Department of Trade (DTI), 
Ramon Lopez, expects the cement industry 
to remain competitive and cement prices 
to fall given the large number of players in 
the domestic market. San Miguel Corp’s 
acquisition of Holcim and consolidating that 
with Ramon Ang-led Eagle Cement could 
lower operational costs, which he said could 
reduce cement prices. Ang heads both SMC 
and Eagle Cement. He is the single largest 
shareholder in SMC with a 11% shareholding, 
and controls three of the 15 board seats.

While the sale would not result in SMC 
having a monopoly since it currently has no 
presence in the manufacturing of cement, 
the acquisition could enter Phase 2 merger 
review, said Alain Charles Veloso, partner with 
Quisumbing Torres. If SMC acquires Holcim, 
Ang would technically control a majority of the 
local cement production since Holcim has 37% 
market share and Eagle has over 30%.

It is a conglomerate merger and not a 
horizontal one, Veloso explained. The PCC may 
need to study the impact of this “conglomerate 
merger” more thoroughly, he said, not ruling 
out the imposition of certain commitments on 
the parties to ensure against foreclosure for 
suppliers and customers.

by Freny Patel, James Galvez and Leo Galuh
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LafargeHolcim’s exit from SE Asia 
builds up competition concerns, 
sources say (continued)

Malaysia handicapped without merger 
control powers

LafargeHolcim’s sale of its 51% stake in Lafarge 
Malaysia to YTL Cement will result in the 
acquiror taking nearly a 60% market share in 
Malaysia. Antitrust lawyers said this is a cause 
of concern as it would allow YTL to demand 
higher prices despite the sector facing excess 
capacity. Lafarge Malaysia is the largest 
producer of cement with a 35% market share, 
followed by YTL Cement’s 23%. Other players 
in Malaysia include CIMA Group (18% market 
share), Hume Cement (14%) and Tasek Corp 
(9%).

Though the sale of Lafarge Malaysia to YTL 
raises competition concerns, Malaysia’s 
Competition Act 2012 does not allow the 
Malaysia Competition Commission (MyCC) 
to review mergers. The MyCC is keen to 
implement merger control laws.

Nevertheless, there is nothing precluding the 
antitrust authority from reviewing the merger 
under the prohibition against anticompetitive 
agreement (i.e. Section 4 of the Competition 
Act), Dentons Rodyk & Davidson’s Deputy 
Managing Partner and Head of Competition 
practice, Gerald Singham, told this news 
service.

Many antitrust lawyers however, said that it is 
unlikely the MyCC will be able to do anything 
about the transaction. This, perhaps, somewhat 
explains the parent company’s expectations to 

close the sale in Malaysia and Singapore within 
the current quarter. In its press statement, 
LafargeHolcim said the transaction is expected 
to close within 2Q19, subject to customary 
approvals.

Though the parent company is selling its 
businesses in Malaysia and Singapore to YTL 
Cement group, Singham said that given the 
differences between the markets in Singapore 
and Malaysia, MyCC and the Competition and 
Consumer Commission of Singapore (CCCS) 
may reach different conclusions in relation 
to this transaction. The comment came in 
response to a question about whether or not 
the MyCC could influence the Singapore 
authority since the latter has the powers to 
review mergers.

Singapore leg to sail through due to cement 
imports 
While antitrust lawyers said the sale of 91% of 
Holcim Singapore to YTL’s domestic subsidiary 
YTL Cement Singapore is unlikely to raise 
competition concerns it will be interesting 
to see what current views the CCS has on 
the dynamism of Singapore market, antitrust 
lawyers said.

The CCCS has adopted a voluntary merger 
control regime, so the parties may choose not 
to seek approval, said two lawyers. However, 
nothing stops the CCCS from investigating 
the merger if it considers that the merger will, 
or has, substantially lessened competition in 

the relevant market, Singham told this news 
service. All parties to a merger are required 
to conduct a credible self-assessment, in 
accordance with CCCS’s merger guidelines, to 
determine if a filing is necessary.

CCCS was not available to comment on the 
transaction. However, in 2014 when it reviewed 
the Lafarge/Holcim global merger, its Chief 
Executive Han Li Toh said that since Singapore 
imports cement from Japan, it was not totally 
reliant on European suppliers.

In 2014, there was significant localized 
competition in Singapore with several smaller 
players, including YTL, which had approximately 
10% market share, Singham said. “It would 
be interesting to see if the relevant market 
continues to be as dynamic five years later, he 
added.

A second antitrust lawyer said that the fact 
that the Holcim/Lafarge deal was cleared 
in 2014 indicates that the CCCS is familiar 
with the industry, but that does not mean 
all mergers within the industry are non-
problematic.

None of the acquirers were willing to comment 
on the merger review process. A spokesperson 
for LafargeHolcim told this news service “We 
should get back to you in due course”.
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