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In a year marked by volatility and 
uncertainty across the globe, Southeast 
Asia has been dealt a mixed hand  
of challenges and opportunities,  
both testing the region’s ability to 
overcome increasingly difficult  
economic conditions and offering  
new pathways towards growth.

Southeast Asia is domicile to the 
10-member Association of Southeast 
Asian Nations (ASEAN). Anchoring 
itself to a shared vision of collaborative 
competition and growth in turbulent  
times, the ASEAN formalized the  
ASEAN Economic Community (AEC)  
on 22 November 2015, giving rise to  
the formation of a unified market of 
US$2.6tn and over 622 million people.

In the region’s M&A market, deal 
volumes have remained generally  
steady since 2011, with a small spike 
in 2014. Meanwhile, the region’s deal 
values have reflected a downward 
trajectory since 2013. 2015 saw  
a 13% decrease in deal volume  

and a 14% decrease in value from 2014, 
posting 388 deals worth US$47.6bn. 
2016 looks on track for a comparable 
finish in value, with Q1–Q3 2016 already 
seeing US$43.8bn from 281 deals.

This subdued deal activity is due  
largely to neighboring China’s continued 
deceleration in growth, giving rise 
to knock-on effects on the region’s 
resource-rich economies heavily 
reliant on Chinese demand. 

Foreign investment into Southeast Asia 
may also have diminished in the face 
of the Eurozone crisis, and as investors 
stall in the face of headwinds on global 
stock markets. According to the ASEAN 
Investment Report 2016, overall foreign 
direct investment (FDI) flows to the 
ASEAN bloc declined by 8% in 2015,  
to US$120bn. As 2016 draws to a close, 
many North American and European 
investors retain a wait-and-see outlook 
as the world reckons with the result  
of the US presidential election and  
Brexit negotiations continue to unfold.
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SOUTHEAST ASIA M&A TRENDS
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SOUTHEAST ASIA M&A:  
TRENDS SHAPING THE REGION

With falling demand, Southeast Asian 
companies which previously leveraged 
up to cater to China’s heyday of double-
digit growth now found themselves in 
overcapacity, with some on the brink 
of default and distress. This has been 
exacerbated by oil price volatility in  
a low commodities price environment. 
As a result, industry consolidation 
is sweeping through industries such 
as mining and shipping, generating 
opportunities for bargain hunters.  
The region’s 100 biggest listed 
companies by assets were reported to 
have accumulated US$392bn worth of 
debt as of June 2015, a six fold increase 
since the Asian financial crisis in 1998. 

In this newsletter:
• Southeast Asia’s M&A landscape, inbound activity and private equity interest
• Country spotlights on Singapore, Indonesia, Thailand and the CLMV group
• Financial services and manufacturing as key target industries
• An expert Q&A on key considerations of conducting due diligence in the region
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INBOUND INTEREST
From 2011–Q3 2016, Southeast Asia saw 
322 inbound deals from Asia (ex Japan) 
worth US$44.8bn. Much of this activity 
originated from China, the ASEAN’s 
largest trading partner, which has been 
on an outbound shopping spree amid 
higher valuations and slowing domestic 
growth. This is expected to translate 
into further deal activity into Southeast 
Asia as the trading partners upgrade the 
ASEAN-China Free Trade Area (ACFTA), 
and as China seeks Southeast Asian 
cooperation and investment in its plans 
for a 21st Century Maritime Silk Road.

China’s slowdown has prompted 
international investors to search for new 
investment destinations with plentiful 
upsides, or even a new growth miracle 
as the China miracle tapers off. With its 
growing middle class population and 
rising income, Southeast Asia looks set  
to receive a large part of this attention, 
with foreign investors jostling to get a foot 
in the door in relatively underdeveloped 
or untapped markets in the region. With a 
view of tapping into the region’s lucrative 
consumer market, Chinese e-commerce 
heavyweight Alibaba agreed to buy  
an approximately US$1bn controlling 
stake in Southeast Asian online retailer 
Lazada. Meanwhile, China’s Didi Chuxing 
is teaming up with SoftBank Group Corp. 
to back Southeast Asian ride-sharing 
company Grab in a new round of funding 
which could exceed US$600m.

Southeast Asia has been seeing 
significant interest from Japan, which 
accounted for 224 deals worth US$31.6bn 

from 2011–Q3 2016. Japan has a strong 
appetite for outbound acquisitions as 
cash-rich corporates search for growth 
abroad in the face of a crowded and weak 
domestic consumer market. Meanwhile, 
Southeast Asia’s outbound activity has 
remained conservative.

SINGAPORE
A politically stable, highly advanced open 
economy, the resource scarce city-state 
is the region’s top target jurisdiction with 
647 deals worth US$125.9bn from 2011–
Q3 2016, and 83 deals worth US$15.2bn 
in Q1–Q3 2016.

Singapore is positioning itself as a 
regional hub for corporate activity and 
management, and for restructuring 
and bankruptcy proceedings, attracting 
investors with its transparency, strong 
legal frameworks, and a high degree of 
certainty of outcome in legal proceedings. 
Investing domestically, Heliconia Capital 
Management, a wholly owned subsidiary 
of Singapore state investment company 
Temasek Holdings, recently announced 
its investment in One Championship, 
which promotes mixed martial arts fights.

Singapore is improving its regulatory 
environment for deal-making. To illustrate, 
the nation’s Personal Data Protection 
Act helps reinforce data security during 
the due diligence process. Singapore is 
also effecting legislative changes to its 
bankruptcy regime, fostering a more 
rehabilitative environment and facilitating 
risk assessment.

Singapore contributed to more than half 
the region’s outbound investment in Q1–
Q3 2016, with 70 deals worth US$6.78bn.

INDONESIA
Indonesia posted 395 deals worth 
US$38.4bn from 2011–Q3 2016, and 
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37 deals worth US$4.9bn in Q1–Q3 
2016. Traditionally reliant on its natural 
resources, the country is seeing its oil 
and gas companies undergo industry 
consolidation. For example, Newmont 
Nusa Tenggara, an Indonesian mining 
company, was acquired by Amman 
Mineral Internasional for US$2.6bn.

Regulatory and corruption risks 
pose challenges for investment, with 
disclosure laws being underdeveloped 
and enforcement inconsistent. Indonesia 
was ranked 107 out of 175 nations 
and territories on a Transparency 
International index measuring perceived 
corruption in the public sector.

Nonetheless, the country has taken steps 
to become more investor friendly. In May 
2016, Indonesia announced changes to 
its “negative investment list”, liberalizing 
foreign ownership rules on investment in 
various sectors, including tourism, retail, 
transportation and the film industry. The 
country has also implemented a transfer 
tax for M&A transactions and introduced 
a more straightforward procedure for 
listing shares on its stock exchange.

THAILAND
Thailand overtook Singapore to become 
the top target jurisdiction for intra-
regional deals in Southeast Asia, recording 
US$9.9bn worth of deals from Q1–Q3 2016.

With the nation in mourning for the 
passing of King Bhumibol Adulyadei,  
and the coronation of a new king possibly 
a year away, international trade ties hang 
in the balance as political uncertainty 
surrounds the royal succession. Thailand’s 
military-led government is likely to push 
back elections to 2018, leaving room for 
political instability and investment risk  
to escalate.

SOUTHEAST ASIA M&A: BIDDER  
GEOGRAPHIES (2011–Q3 2016)*
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Singapore
US$125,852m
647 deals

Key:
Country

Deal value (US$m)
Deal volume

Malaysia
US$65,973m
501 deals

Thailand
US$51,924m
253 deals

Indonesia
US$38,404m

395 deals

Philippines
US$37,786m

222 deals

Brunei
US$386m

2 deals

Vietnam
US$14,075m

187 deals

Cambodia
US$1,196m

21 deals

Myanmar
US$1,193m
15 deals

Laos
US$225m

3 deals

*Percentages may not sum to 100% due to rounding.
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SOUTHEAST ASIA M&A: 
NEUTRALIZING RISKS

Managing Director at Duff & Phelps Srividya 
Gopalakrishnan shares insights on the  
ways of mitigating risks and maximizing  
the potential of investing in Southeast Asia.

WHICH AREAS OF THE INVESTMENT PROCESS ARE 
TYPICALLY THE MOST CHALLENGING FOR FOREIGN 
INVESTORS TARGETING SOUTHEAST ASIA?
Southeast Asia is the seventh largest economy in the 
world, with a market potential of US$2.5tn. Being 
relatively untapped, the region is a highly attractive 
investment destination with high growth prospects. 
However, the region’s M&A market is still very much 
evolving by comparison to mature markets. Typical 
challenges include delays in transactions, legal or 
structural issues, issues related to cultural nuances, the 
availability of appropriate local professional advisors, and 
country-specific regulations that protect local businesses 
and employment. Investors need to understand that 
the region is a cluster of different nations with different 
languages, regulatory regimes, tax jurisdictions, labor 
demographics, skill levels and governments.

In terms of availability of information, Southeast Asian 
countries may not exact the same financial disclosure 
requirements as European or North American countries, 
making it difficult for foreign investors to gain access 
to information, even for public companies. Accounting 
standards also vary across the region. Many businesses 
in the region are traditionally family owned, making  
them attractive targets which may at the same time  
pose challenges in governance and financial disclosures.

WHAT ARE THE KEY CONSIDERATIONS FOR 
CONDUCTING DUE DILIGENCE IN SOUTHEAST ASIA?
Due diligence in the highly advanced market of Singapore 
is fairly streamlined, with most target companies 
knowing what to expect and experts available for the 
process to be outsourced. Adequate accounting rules are 
in place for both private and public companies, with legal 
requirements for financial information to be documented 
and made publicly accessible online, in a timely manner. 

In emerging Malaysia, accounting standards for public 
companies are well-established, while the Malaysian 
Private Entities Reporting Standards (MPERS) was 
launched in 2015. Indonesia has begun incorporating 
elements from the International Financial Reporting 
Standards (IFRS) into the Indonesian Financial 
Accounting Standards (IFAS), albeit with a time lag of 
roughly two to four years. For FDI, both countries impose 
sector-specific rules, value chain restrictions, and rules 
pertaining to tax structure. For M&A, Indonesia has 
established M&A valuation requirements by designating 
a separate body to uphold valuation standards.

In frontier Vietnam, legacy standards for accounting 
are not up to par with the IFRS. The country also exacts 
a high cost of debt and poses significant business 
disruption risks with the frequent occurrence of labor 
strikes. Meanwhile, Myanmar has introduced a version 
of the IFRS for its economy, which is still evolving 
and in the process of setting up business processes, 

financial standards, and accounting requirements since 
it opened in 2012. The country’s stock exchange was 
set up this year for first time. With little historical data 
and few established financial metrics, it is difficult for 
investors to analyze target investments, which could put 
them in a blind spot. Infrastructure such as power and 
telecommunications is also found wanting, though this  
is changing for the better and progress is being made  
on all fronts. Investors need to spend more time and 
effort to understand these issues in order to be able  
to capitalize on the opportunities these markets offer.

HOW DO CORRUPTION RISK AND TRANSPARENCY 
ISSUES AFFECT M&A IN SOUTHEAST ASIA, AND WHAT 
MORE CAN BE DONE TO MITIGATE SUCH RISKS?
According to the 2016 ASEAN Business Outlook Survey 
conducted by AmCham Singapore and the US Chamber 
of Commerce, less than 15% of respondents were 
satisfied with corruption in Southeast Asian countries, 
with the exception of Singapore and Brunei, which 
boast strong anti-graft commissions. Nonetheless, 
many emerging markets across the globe have similar 
issues, and this should not be the only reason to reject 
investment opportunities. Investors need to weigh the 
pros and cons of an investment proposition and arrive 
at a balanced decision, especially where risks can be 
mitigated through checks and controls built into sale 
and purchase agreements, such as clauses that set out 
certain rights and indemnities which hold vendors liable 
for the lack of disclosures prior to signing. Conducting 
due diligence in a thorough manner also helps with the 
identification of gaps and risks from both the legal and 
commercial fronts, giving investors the chance to seek 
legal advice and take precautions that can protect them 
from misrepresentation or the lack of knowledge. 

WHAT OTHER RISKS MUST INVESTORS WATCH FOR?
It is imperative for investors to be aware of business 
continuity risks. This includes a wide spectrum of issues, 
from procedural matters such as the issuance of work 
visas, to talent sourcing for skilled employees, and 
on to operational risks such as the shortage of power 
and labor strikes. With the global increase in cyber 
and data security threats, data security and protection 
has become a prime area of focus for risk prevention 
in businesses, and investors need to factor this into 
business continuity planning when evaluating a potential 
investment target. With the Philippines positioning itself 
as the back office to the world with global call centers 
and IT services, and Malaysia developing technology-
based industry clusters and bases, the region is seeing 
an increasing need for investment in disaster recovery.

HOW DOES TECHNOLOGY EXPEDITE DUE DILIGENCE 
OR THE DEAL-MAKING PROCESS?
Audio and video conferencing, for example, has made 
it convenient to work with experts with specific skills 
not available in target countries, reducing costs and 
time needed for personal meetings and long-distance 
travel. More significantly, the use of virtual data rooms 
has not only boosted the efficiency of the process, but 
also enabled the ease of use of data, with business and 
financial records being organized in digital indexed form. 
While technological penetration in Southeast Asia is not 
as high as in mature markets, it has been increasing  
and is expected to takeoff over the next decade.
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CAMBODIA, LAOS, MYANMAR AND 
VIETNAM (CLMV)
The CLMV group represents nascent 
potential in the region, with frontier 
Vietnam serving as a gateway into 
the group, as it seeks an upgrade to 
emerging market status. The cheaper 
labor and lower setup and operational 
costs of running manufacturing bases  
in these countries are garnering interest 
from foreign investors, as China shifts 
away from low-end manufacturing up  
the value scale. Vietnam has been 
making progress in opening its doors  
to foreign investment, enacting a law 
in July 2016 to reduce the processing 
time for the acquisition of an investment 
license by roughly two-thirds to 15 days.

INDUSTRY FOCUS
The financial services sector is seeing 
local players consolidate amid tightening 
regulations in a tougher economic 
climate. Meanwhile, foreign banks and 
insurers seeking to expand beyond 
overcrowded domestic markets are keen 
to establish a foothold in Southeast Asia’s 
recently urbanized populations, where 
there is rising demand for retail banking. 

In the region’s more advanced 
economies, the sector is undergoing 
convergence with tech, as banks and 
other major players race to get ahead of 
the competition by assimilating FinTech 
developments relating to blockchain, 
cyber-security, and payment platforms. 

Meanwhile, the region’s manufacturing 
sector may be poised to take China’s 
spot as factory of the world with cheaper 
production costs.

PRIVATE EQUITY
Southeast Asia saw 27 buyouts 
worth US$5.8bn from Q1–Q3 2016. 
Corporates have been active in 
fundraising, with technology, media and 
telecommunications, along with pharma, 
medical and biotech (PMB), being two of 
the hottest rising sectors. PMB is seeing 
disruption from emerging technologies, 
spurring on investment in applications 
such as medical technology.

Southeast Asian fundraising exercises 
in 2016 include the US$550m Go-Jek 
raised in a round of funding led by 
KKR & Co. and Warburg Pincus LLC, 
the largest ever for an Indonesian 
technology start-up as investors pump 
capital into the region’s blossoming  
ride-hailing industry.

Pertaining to IPO and capital markets, 
there is strong rivalry in the region, 
with the Stock Exchange of Thailand 
and Bursa Malaysia overtaking the 
Singapore Exchange in 2015, reflecting 
the growing ability of Southeast Asian 
countries to attract local issuers to list 
on home exchanges instead of taking 
to the regional hub. Bursa Malaysia 
recalibrated its listing rules in July 2016 
to reduce compliance costs. 
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SOUTHEAST ASIA PRIVATE EQUITY 
BUYOUT TRENDS
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Announced 
date

Target company Target sector Target 
country

Bidder company Bidder 
country

 Deal value 
(US$m) 

08/02/2016 Big C Supercenter  
PCL

Consumer: Retail Thailand Berli Jucker Public  
Co. Ltd. 

Thailand  $6,155 

30/06/2016 Newmont Nusa Tenggara, 
PT (owner of Batu Hijau 

mine) (82.2% stake)

Mining Indonesia Amman Mineral 
Internasional, PT

Indonesia  $2,600 

21/07/2016 InterOil Corporation Energy Singapore Exxon Mobil Corporation USA  $2,382 

30/05/2016 Vega Telecom Inc. Telecommunications: 
Carriers

Philippines Globe Telecom Inc.; 
Philippine Long Distance 

Telephone Company

Philippines  $1,484 

20/07/2016 SMRT Corporation  
Ltd.  (45.87% stake)

Transportation Singapore Temasek Holdings 
Pte. Ltd.

Singapore  $1,370 

TOP FIVE SOUTHEAST ASIAN M&A DEALS (YTD 2016*)

OUTLOOK
Going into 2017, Southeast Asia may  
see renewed interest from North 
American and European investors as 
the dust begins to settle after the US 
presidential election, and as Brexit 
negotiations begin to take clearer form. 
Tighter economic cooperation is likely  
to transpire, both within Southeast Asia 
and with the rest of Asia. Sectors in 
distress or undergoing consolidation may 
give rise to a spate of distressed debt and 
special situation opportunities, though 
the region is not likely to be held back in 
its pursuit of growth. Following the lead of 
its most advanced economies, the region 
is ready to tide itself through leaner times 
through forward-looking innovation.

*YTD 2016 refers to 8 November 2016.


