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We are pleased to present 
the latest edition of Spotlight 
Asia, Kroll’s quarterly M&A 
newsletter, produced in 
association with Mergermarket. 
 
Contents include:

• An overview of intra-regional cross-
border M&A and foreign inbound M&A 
in the ASEAN, with insights into bidder 
interest and rivalry

• Observations on the changing investment 
landscapes of Thailand, Indonesia and 
Vietnam

• Analyses of activity and trends in the TMT 
and financial services sectors

• An interview with Richard Dailly, Managing 
Director at Kroll, on the ways to spot and 
mitigate risks before entering into cross-
border M&A transactions

Subscribe at http://asia.kroll.com  
to make sure you receive our next  
Spotlight Asia issue 

Spotlight 
Asia 
Kroll Quarterly 
M&A Newsletter
August 2017

Rich with investment opportunities and positive demographics—a young and dynamic 
population with growing disposable income and upward mobility—the Association of 
Southeast Asian Nations (ASEAN) continues to attract international acquirers. In 2016, 
the region recorded 534 M&A transactions valued at US$57.9bn, and Q1 2017 sustained 
the momentum with 118 deals worth US$14.7bn. This was a year-on-year increase of 8% 
in value and 7% in volume over the same period in 2016. For foreign inbound M&A, the 
ASEAN saw 223 deals worth US$23.7bn in 2016, a 10% rise in volume but a 16% drop in 
value from US$28.1bn (202 deals) in 2015. In 2017, volumes have remained relatively steady 
while values have shot up, with the first quarter registering as much as 45% of 2016’s 
annual total. 

However, a greater 
harbinger of M&A 
trends may come 
from cross-border 
activity among 
ASEAN’s core 
members. In 2016, 
intra-regional M&A 
witnessed a surge 
in value along 
with a recovery 
from 2015’s dip 
in volume, as 
ASEAN corporates 
began expanding 
into neighboring 
geographies as 
they searched 

ASEAN intra-regional M&A*

 Deal volume   Deal value Source: Mergermarket

ASEAN connections: Cross-border M&A

* Intra-regional M&A refers to cross-border deals in which both the 
bidder and target are based in ASEAN member jurisdictions.
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out new markets for growth. Whether 2017 will put on a similar 
performance remains to be seen, with the year beginning on a 
slower note with 18 deals worth US$1.5bn in the first quarter, amid 
macroeconomic and geopolitical uncertainty. Nonetheless, the 
remainder of the year holds promise for a repeat of 2016’s trend, 
as ASEAN governments strive to strengthen trade and diplomatic 
relations, and regional corporates take to cross-border M&A as an 
accelerated pathway to resilient, sustainable and innovative growth. 

Intra-regional dealmaking: Competition and integration
2016 closed with 89 intra-regional deals worth US$18.9bn, 
registering a sizable year-on-year increase of 368% in value and 
19% in volume from 2015, when only 75 deals worth US$4bn 
came to market. M&A within the ASEAN may become more 
pronounced as the ASEAN Economic Community (AEC), formalized 
in December 2015, begins to take off, ushering in a new era of 
tightened intra-regional cooperation, trade and development. 
More importantly, the economic pact could result in heightened 
collaborative competition as local enterprises begin to face 
off against companies in neighboring geographies. The AEC 
represents the establishment of a unified market of US$2.6tn with 
a combined population of more than 622 million, though its efficacy 
as an economic reality remains to be seen and will take time.  

Thailand
Thailand was the top target jurisdiction for intra-ASEAN M&A by 
value from 2014 to Q1 2017 with US$10.3bn from 38 deals. With 
the country in mourning for King Bhumibol's passing and the 
coronation of King Maha Vajiralongkorn possibly months away, 
there is speculation over a dampening of investment interest 
in the interim amid fears of political uncertainty and instability. 
Intra-regional dealmaking in the country, nonetheless, has yet to 
reflect such sentiments, with Q1 2017 registering the same deal 
volume (5 deals) as Q1 2016, and momentum could pick up upon 
the coronation. The country is also the top bidder for intra-regional 
M&A by value, contributing to 46 deals worth US$12.9bn from 2014 
to Q1 2017. Cash rich Thai corporates and conglomerates may be 
showing increasing interest for cross-border buys in neighboring 

countries as they try to access new markets, as reflected by the 
gradual uptick in activity from the past year. Activity in Q1 2017 was 
highlighted by the US$440m acquisition of Vietnam Construction 
Materials JSC by Thailand-based SCG Cement-Building Materials.

Indonesia
Indonesia came in first for volume and second for value as a target 
for intra-regional M&A from 2014 to Q1 2017, with 76 deals worth 
US$8.1bn. Heavily dependent on the export of natural resources, 
the country saw its energy, mining & utilities (EMU) sector undergo 
industry consolidation, with industry players divesting assets to 
raise cash or clean up business portfolios. The country made 
changes to its Negative Investment List in May 2016, opening new 
sectors to foreign investment and relaxing restrictions in others, 
including the allowance of 100% foreign investment in large scale 
power plants of more than 10MW. Investors from ASEAN member 
states are also accorded a higher ownership percentage in certain 
sectors, including manufacturing and agriculture.

Vietnam 
With 30 deals worth US$4.5bn, Vietnam was the third hottest target 
jurisdiction by value from 2014 to Q1 2017. The country continues to 
seek the emerging market status which would put it on the map for 
major international asset managers. While companies listed on its 
stock exchange continue to face restrictions in gaining additional 
foreign ownership, the government is reportedly planning for 
foreign involvement in the country’s infrastructure projects, which 
are expected to require US$400bn in funding over the next 10 years. 
The country is also leading the pack as frontier “CLMV” (Cambodia, 
Laos, Myanmar and Vietnam) sees fresh, albeit uncertain, interest 
as the markets strive to open their doors to cross-border trade. 

Industry spotlight: TMT and financial services
Technology, media & telecommunications (TMT) came in second 
only to EMU for intra-regional M&A by volume, with 42 deals worth 
US$2.6bn from 2014-Q1 2017. TMT could see further dealmaking 
as ASEAN corporates turn to inorganic growth to catch up with 
more advanced economies on a global trajectory towards a fourth 

ASEAN connections: Cross-border M&A
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ASEAN dealmaking: Modern measures for modern risks

The key to tapping into the upsides of the 
ASEAN lies in knowledge—knowing the 
local idiosyncrasies, and knowing how to 
navigate the attendant risks that come 
with the region's wealth of opportunities. 
Richard Dailly, Managing Director at 
Kroll, shares insights on these issues.

In what ways do corruption and compliance risks pose 
challenges to business and M&A activity in the ASEAN?
The hybrid figure of the “businessman politician” is a characteristic 
of the business environment in ASEAN, which inherently creates 
corruption and compliance risks for investment and M&A activity. 
Businessmen have little incentive, when they also have political 
interests, to improve the regulatory environments in their home 
countries, when these regulations can create potential barriers to 
their own business activities. As such, powerful “businessman-
politicians” everywhere often prefer to maintain a business 
environment which limits transparency and accountability. In what 
can become a “double whammy” for foreign investors, not only are 
those unfamiliar with the territory more likely to run into bribery 
and corruption risks, or otherwise need to navigate difficult and 
opaque business environments, but should a dispute ensue, the 
local judiciary is less likely to act against the interests of the local 
“businessman-politician”, resulting in a lower chance of resolving a 
dispute in a fair and accountable way.

What are some cybersecurity risks pertinent to the ASEAN?
There are few legally binding requirements in ASEAN markets 
to report data breaches, even in Singapore. Only in the financial 
sector does the Monetary Authority of Singapore (MAS) strictly 
require financial institutes to report a major security incident 
or data breach. Meanwhile, companies tend to see the risk 
to business as largely focused on the consumer, instead of 
as a business to business responsibility, and are frequently 
oblivious to the quick-changing and increasingly complex and 
sophisticated nature of cybersecurity threats. In general, there 
is a lack of education amongst staff, as well as the contractors 
and distributors they work with. They often consider themselves 
to have checked the cybersecurity box by fulfilling the most 
basic of security needs, such as by setting up firewalls. As such, 
while challenges in cybersecurity have a lot to do with a lagging 
regulatory environment, there is also a general myopia within the 
business community. Of equal concern, then, are not just the risks 
themselves, but also the prevailing ignorance towards those risks.

What are some sector-specific risks for foreign investors?
Sectors involving land are high risk from a compliance perspective. 
This includes infrastructure, forestry, property development and 
telecommunications, amongst others. Nationalism is frequently 
related to land ownership, with different versions of history 
generating strong emotions. Land ownership may not always 
have been properly documented, so historic ownership is often 
impossible to determine. In the TMT sector, obtaining the correct 
licenses often requires having the correct political connections, 
which increases exposure to corruption risk in the review and 
granting process. Meanwhile, service sectors tend to be human 

driven, so one needs to be alert towards reputational and legal 
risks relating to unethical activity left unchecked in supply chains.

What are the key considerations for conducting pre-
transactional due diligence in the ASEAN?
When conducting due diligence, it is important to unravel and 
understand the links between a potential business partner and 
their connected parties, particularly if these parties might be 
connected politically. These connections may impact how they 
are able to win contracts and licenses, and may indicate how that 
business is able to influence other local stakeholders. There are 
risks involved where a potential partner is very well-connected 
politically. In Indonesia, for example, business ownership may 
not be transparent and it can be difficult to determine underlying 
beneficial owners, who are frequently politically connected. It is of 
utmost importance for an investor to understand who is in ultimate 
control when evaluating a potential business partner or investment 
target. True control may not reside with shareholders named on 
corporate documents.

Local context also needs to be factored into any due diligence. 
Language barriers, coupled with the existence of different 
political structures and opaque regulatory frameworks, often 
pose challenges to foreign investors, who may also be unfamiliar 
with how political dynamics play out between different parties in 
unfamiliar geographies. This might include needing to understand 
how non-state stakeholders might wield power and influence. 
This might also include the media, unions and NGOs, which are 
frequently connected to local politicians and competing tycoons.

How will political dynamics in key ASEAN economies impact 
deal flow for regional and international buyers?
In Indonesia, the government under President Widodo is improving 
and building infrastructure, such as roads and train services. 
One of the country’s main challenges is a lack of capital, so the 
government has been trying to attract foreign investors through 
policy packages. However, the social situation is not comfortable 
for foreign investors, as there is a sense of pervading nationalism 
and rising religious extremism in the country, despite the 
government’s efforts to control the situation. 

In Thailand, political stasis has cast uncertainly over inward 
investment, especially given the lack of clarity with regard to the 
direction of any post-military government. Furthermore, there is 
a disconnect between the aspiration of moving the economy into 
the high-tech “Thailand 4.0”, and the current reality of Thailand’s 
education system, which will be required to foster the human 
capital required for the country to fulfil this vision. 

The Duterte government in the Philippines is also demonstrating a 
populist and nationalist agenda, which is playing out particularly in 
the resource sector. Meanwhile, the Malaysian and new Myanmar 
governments also remain under pressure and demonstrate 
signs of capitulating to populism and nationalism. In the ASEAN 
as a whole, investors always need to pay attention to changing 
geopolitical situations which cannot be viewed in isolation, but 
need to be observed both in the ASEAN and wider Asian contexts.
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industrial revolution. In Singapore, the government will invest 
up to SG$150m (US$107.6m) to augment the country’s artificial 
intelligence capabilities over the next five years, and is setting up a 
SG$1bn (US$718m) fund to help innovative companies expand.

Indonesia’s financial services could become a hotbed for M&A as 
the government reforms the sector and promotes consolidation 
among small and medium sized firms. Industry activity across 
the ASEAN may also rise as the region’s growing middle class 
generates demand for such services. In March 2017, Singapore-
based GIC Private Limited and US-based Hellman & Friedman 
acquired Spain-based Allfunds Bank for US$1.9bn. The industry is 
also poised for cross-sector dealmaking with TMT, as the ASEAN 
readies itself for financial technology (fintech) capabilities. Thailand 
is considering legal changes to support fintech startups, while the 
State Bank of Vietnam has organized a fintech steering committee.

Inbound interest
In Q1 2017, the ASEAN witnessed 46 inbound deals worth 
US$10.6bn, a 130% increase in deal value compared to Q1 2016, 
which posted 52 deals worth US$4.6bn, in spite of a drop in volume. 
As China rebalances into a “new normal” with 6.7% growth in 
2016, the slowest since 1990, investors have embarked on a search 
for the next economic miracle. Many have set their sights on the 
ASEAN, pitting it in keen competition against neighboring South 
Asia, led by India. However, the United States, ASEAN’s second 
highest bidder for inbound value from 2014 to Q1 2017, may 
have tempered its interest in light of the Trump administration’s 

nationalist and protectionist policies. As the US presidential 
election ran its gamut in 2016, the ASEAN saw 18 inbound deals 
from the United States, down 25% from 2015’s 24, albeit with a 
higher total value of US$4.6bn, compared to US$3.3bn in 2015.

Singapore is ASEAN's top target geography for foreign inbound 
M&A, accounting for more than half the total inbound value from 
2014 to Q1 2017, followed by Malaysia and Indonesia. In 2016, 
much of this value came from US-based Exxon Mobil’s US$2.4bn 
takeover of Singapore's InterOil Corporation. Positioning itself as a 
hub for corporate activity, the country effected substantial reforms 
to its bankruptcy and debt restructuring regime in August 2016. 

Inbound deals from 2014 to Q1 2017 mainly targeted EMU 
(26% of total value) as it grappled with a low commodities price 
environment, with substantial interest in Indonesian mining. 
Indonesia reportedly has plans to draw investment of up to 
US$200bn over the next 10 years with financial incentives, 
to counter a drop in crude oil production. In March 2016, the 
US$775m acquisition of a 95% stake in Agincourt Resources, PT 
was completed by buyers led by Australia-based EMR Capital and 
US-based Farallon Capital Management. Inbound dollars also went 
to TMT (16% of total value) and industrials and chemicals (12%).

Bidder rivalry: China and Japan
China was the top bidder jurisdiction from 2014 to Q1 2017, 
accounting for 19% of total inbound M&A with 86 deals worth 
US$15.3bn. By volume, Japan held the top seat with 182 deals 
worth US$11.8bn. Competition between Chinese and Japanese 
buyers could heat up as both countries seek to expand in the 
ASEAN. Japanese acquisitions are driven by the need to access 
new markets and transfer manufacturing bases out of Japan, 
into cheaper ASEAN labor markets. Chinese acquisitions, despite 
government capital controls, are also likely to continue as the 
ASEAN offers cheaper targets than more advanced markets, as 
corporate China seeks value assets to bolster sustainable growth.

Significantly, China’s Belt and Road Initiative may open the 
floodgates of Chinese investment. In May, China announced plans 
to invest US$124bn in the initiative, which could fuel infrastructure 
development in the ASEAN, laying the brickwork for growth in 
other sectors. In October 2015, China and Indonesia entered into 
a US$5.5bn joint venture to build Indonesia’s first national high-
speed rail link with 75% funding from China Development Bank. 
Furthermore, the Regional Comprehensive Economic Partnership 
(RCEP) could boost Chinese and Japanese interest in ASEAN 
forays. Both countries have demonstrated impetus in finalizing the 
RCEP with the demise of the Trans-Pacific Partnership.

ASEAN connections: Cross-border M&A
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Source: Mergermarket
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