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Introduction 
China’s outbound M&A activity 
declined year-over-year during 
the first quarter of 2019, a 
delayed response to last 
year’s monetary tightening by 
the Chinese government. 

We expect the situation to reverse, 
however, during the year’s second 
quarter, as the government turns on 
the money spigot and trade tensions 
between the US and China subside.

While Q1 deal volume continued to fall 
compared with the same period from 
2014 through 2018, total disclosed deal 
value remained nearly consistent with 
Q1 2018. During the quarter, Chinese 
enterprises completed 17 outbound 
transactions for a total value of  
US$1.86 billion. Of these, YY Inc.’s  
US$1.6 billion purchase of a 68.3%  
stake in Bigo Technology Pte. Ltd.  
was far and away the largest. With nine  
deals completed, technology, media  
and telecom (TMT) remained the  
hottest sector.

In contrast, inbound M&A dropped in 
terms of both deal volume and value 
during the first quarter compared with 
the year-ago period, with 13 transactions 
taking place for a total value of  
US$1.24 billion. Total foreign direct 
investment, however, rose year-to-year 
during the same period. Excluding the 
financial sector (banking, securities 
and insurance), FDI in China was  
US$12.41 billion in January and 
US$9.28 billion in February — a 2.8%  
and 3.3% increase, respectively, over 
the same period the prior year.



MAJOR EVENTS THAT 
INFLUENCED  
OUTBOUND M&A DURING Q1

The Sino-US trade war. The first 
quarter saw several rounds of high-
level negotiations aimed at resolving 
the ongoing trade dispute between 
the two countries. In an effort to reach 
a compromise, effective 1 March the US 
suspended some tariffs while maintaining 
a 10% duty on US$200 billion worth of 
Chinese products. In return, the Chinese 
government agreed to suspend new 
tariffs on US autos and spare parts as  
of 1 April.

While numerous disagreements remain, 
we believe the direction of the talks is 
encouraging. In February, negotiators 
reached a consensus on the major 
issues, and in March US President Trump 
stated that the two countries were “very, 
very close to an agreement” and that he 
expects to hold a summit with China’s 
President Xi Jinping in the near future to 
seal the deal.  
 

 ͽ Tighter monitoring of foreign 
investment by the EU.  In the recent 
period, Europe has been the number 
one destination for Chinese firms 
seeking to expand their technology 
footprint, acquire influential brands 
and grow their global market share. 
But the European market is becoming 
more difficult for Chinese companies 
to enter.

 ͽ Uncertainty over Brexit. Britain’s 
departure from the European Union 
will have a substantial impact on 
business investment in the United 
Kingdom, but the scope of its 
implications will depend on how 
Brexit takes place. In the absence 
of an agreement between Britain 
and the EU, uncertainties over the 
future of their relationship and the 
associated legal and regulatory risks 
pose a considerable obstacle for 
foreign investors. 

 ͽ Cash-strained Chinese businesses 
and the government’s response. 
Following a wave of bond defaults 
and the crash of the Chinese stock 
market in the second half of 2018, 
China’s privately-owned enterprises 
(POEs) suddenly faced severe 
difficulties obtaining capital. To help 
them weather this storm and the 
continuing downward pressure on the 
country’s economy, on 2 January the 
People’s Bank of China cut its reserve 
requirements by 100 basis points.  
As estimated by The People's Bank Of 
China (PBoC), this round of cuts should 
inject roughly US$117 billion  
(RMB 800 billion) into China’s 
economy. The Chinese government 
followed this up with a series of 
advisories aimed at securing financing 
for POEs. During this time frame, 
China’s stock market recovered 30% 
of its recent losses. Over the coming 
months, as the government’s policies 
gain traction and the country’s capital 
markets ramp up, we believe this 
will translate into higher levels of 
outbound M&A activity.

“In Q1 2019, we have seen the lowest number of  
cross-border transactions in the last five years. We read it as 
the lagged reaction to 2018’s tough environment, both from 
slower economic growth internally and a geopolitical power 

confrontation externally.

A possible breakthrough in the Sino-US trade war is 
expected, according to the latest news from the Wall Street 
Journal: 'US, China Aim to Sign Trade Deal in Late May or 
Early June.' And with the alleviation of POEs' liquidation 
problems by China's loosening of monetary and lending 
policies, the number of cross-border M&A transactions 

should be on the rise again in Q2.”

ANGELA CHEN
MANAGING DIRECTOR OAKLINS, CHINA
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THE PROSPECTS FOR INBOUND 
M&A IN CHINA

On 15 March of this year, China’s 
National People’s Congress passed 
legislation creating a new legal 
framework for foreign investment. 
This took place at a time when China’s 
business climate continues to improve 
relative to global standards. The World 
Bank Business Environment Report 
2019 ranked China 46th among the 190 
nations it reviews, an impressive 32 
places higher than the previous year. 

The new Foreign Investment Law is 
intended to further improve China’s 
business climate and encourage 
additional investment from abroad 
by addressing persistent objections 
concerning restrictions on foreign 
investment in specific industries, as well 
as a general lack of legal guarantees. 
The new law will govern the activities of 
individual foreign investors and foreign-
invested enterprises (FIEs), including 
wholly foreign-owned enterprises 
(WFOEs) and Sino-foreign joint ventures 
(JVs), and replaces three previous laws: 
the Wholly Foreign-Owned Enterprises 
Law (also known as the Foreign-Capital 
Enterprises Law), the Sino-Foreign Equity 
Joint Ventures Law and the Sino-Foreign 
Contractual Joint Ventures Law.

The new legal framework aims to 
“build a market environment of stability, 
transparency, predictability and fair 
competition” for foreign investors, by 
leveling the playing field with their 
domestic counterparts. One common 
complaint that it addresses has to do 
with forced technology transfers. For 
example, the new law explicitly bars 
Chinese JV partners from stealing 
intellectual property and commercial 
secrets from their foreign partners and 
prohibits government officials from 
using administrative measures to do the 
same, making them criminally liable if 
they do. Along with intellectual property 
(IP) protections, the law establishes that 
foreign investors must receive equal 

treatment when applying for licenses, 
bidding for government contracts and 
helping to formulate industrial and 
commercial standards.

To ensure that foreign and domestic 
investors are treated at par, the new 
law will shorten the so-called ‘negative 
list,’ which outlines the fields that are 
off-limits to foreign investors. “China’s 
government,” according to Ning Jizhe, 
deputy director of China’s National 
Development and Reform Commission, 
“will roll out more opening measures [in] 
the agriculture, mining, manufacturing 
and service sectors, [allowing] wholly 
foreign-funded enterprises to operate in 
more sectors.”1

Responding to these changes in the 
legal arena, a number of high-end 
manufacturers have accelerated their 
plans to enter the Chinese market, 
and several mammoth projects were 
launched during Q1. In January, the 
Tesla Super Factory opened in the 
Shanghai Lingang Industrial Zone, while 
in February, GlobalFoundries, the world’s 
second largest wafer chip manufacturer, 
accelerated plans to build a 12-inch 
wafer fabrication plant in Chengdu. In 
addition, German chemical giant BASF 
is planning a US$10 billion production 
facility for Guangdong Province, and 
Swiss industrial robot giant ABB plans to 
spend US$150 million building what will 
be its single largest and most advanced 
robot factory at a still-to-be-determined 
location in China.2 

A counter-trend is occurring among 
some low-end manufacturers that are 
withdrawing from the Chinese market. 
This is especially the case in the consumer 
electronics sector, which is under intense 
cost and competitive pressures.  
In March of 2018, following years of 
losses, Panasonic sold its Suzhou 
factory. Then in May of last year, 
Olympus moved its Shenzhen camera 
production line to Vietnam. By July, 
with Sino-US trade frictions intensifying, 
Seagate, Samsung, Toshiba, Epson 

and Asahi Kasei, had all withdrawn 
or announced plans to withdraw their 
production facilities from China and 
transfer them to Southeast Asia, India 
and other regions with lower labor costs. 
Most recently, in March of this year, Sony 
announced the imminent closure of its 
smartphone factory in Beijing.

As China’s new Foreign 
Investment Law takes effect 
and the government removes 
restrictions in key areas, we 
expect inbound M&A activity 
to increase in both volume 
and value. This will especially 
be the case in industries like 
agriculture, mining, auto, 
finance and real estate, which 
were previously closed to 
foreign investors or had 
extensive restrictions in place. 

CONCLUSION
As the Sino-US trade war abates 
and new capital becomes 
available to China’s POEs, we 
expect Chinese outbound M&A 
activity to increase in the second 
quarter. Likewise, with the Chinese 
government rolling out the 
welcome mat to foreign investors, 
inbound M&A should also pick up 
during Q2. 

1 Source: http://english.qstheory.cn/2019-03/08/c_1124208421.htm
2 Source: https://www.51jinke.com/news/5cac001cd42cbc1258a6053a



During the first quarter of 2019, 17 
outbound acquisitions by Chinese 
companies were completed. More than 
half (53%) took place in the technology, 
media and telecom (TMT) sector, 
followed by consumer and retail (17%) 
and financial services (12%). 

The lion’s share of these deals took 
place in Europe (70%), followed by Asia 
Pacific (12%) and the United States and 
Canada (12%).

Deal value was disclosed for nine of 
these transactions, with the largest 
pegged at US$1.6 billion for YY Inc.’s 
US$1.6 billion purchase of a 68.3% stake 
in Bigo Technology Pte. Ltd.

The breakdown for all nine disclosed 
transactions was as follows:

17%

12%

53%

6%

6%

6%

TMT

Consumer & retail

Financial services

Automobile

Construction &
engineering services

Industrial, machinery 
& components

Recent M&A transactions

Transactions by industry

12%

12%
70%
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Europe

Asia Pacific

United States and Canada

Latin America and Caribbean

Transactions by region

Transaction size 
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Number of 
transactions

< 50 6

50–100 1

100–250   1

1000–2000 1

Q1 2019 nine disclosed transactions  
by value

Target 
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country
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industry

Buyer companies
Transaction 

value  
(US$m)

Implied 
EV/

revenue

Implied 
EV/

EBITDA

Dynex Power, 
Inc.

TMT
Zhuzhou CRRC Times 

Electric Co., Ltd.
9.84 1.7x -28.56x

One transaction disclosed valuation multiples
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Case study: 
Fuyao Glass Industry Group
In March 2019, Fuyao Glass 
Industry Group Co., Ltd. 
acquired SAM Automotive 
Production GmbH for  
EUR 58.8 million  
(US$67.5 million). 

ABOUT THE BUYER

Founded in 1987, Fuyao Glass has 
developed into one of the world’s largest 
car glass manufacturers and serves 
many of the world’s largest automakers. 
The company has more than 25,000 
employees worldwide and an annual 
turnover in excess of US$3 billion. 

ABOUT THE TARGET 

SAM Automotive Production 
GmbH manufactures automotive 
aluminum moldings, including roof 
rail systems, decorative trimming 
and the ALUCERAM aluminum 
surface protection system. Based in 
Böhmenkirch, Baden-Württemberg, 
Germany, SAM operates 11 factories 
in Germany and Mexico with 1,800 
employees. The company’s customer 
base includes Volkswagen, Audi, BMW, 
Mercedes-Benz, General Motors, 
Skoda, Volvo, Bentley and other leading 
car companies. Yet despite generating 
revenue in excess of US$280 million in 
2017, the parts maker is currently facing 
bankruptcy and liquidation proceedings. 

EVALUATION

In January, Fuyao Europe Glass 
Ltd., a wholly owned subsidiary of 
Fuyao Glass Industries, signed an 
agreement with Dr. Holger Leichtle, the 
bankruptcy administrator overseeing 
SAM Automotive’s liquidation. Under 
the agreement, Fuyao acquired SAM’s 
assets, including production equipment, 
raw materials, finished products and tools, 
for EUR 58.8 million (US$67.52 million). 

The purchase provides Fuyao with a new 
line of quality products and services and 
an expanded relationship with many of 
the world’s leading auto manufacturers. 
This will improve the company’s overall 
competitiveness and support its long-
term strategy.

“In my view, SAM fits very well 
into the portfolio of the Fuyao 
Group. SAM thus has a strong 
partner at its side with whom 
the company can once again 

align itself for the future.”

DR. HOLGER LEICHTLE
SAM INSOLVENCY 

ADMINISTRATOR



Spotlight on:  
Automotive lightweight parts 
INDUSTRY OVERVIEW AND  
M&A DYNAMIC

Worldwide regulations and standards for 
auto emissions and fuel consumption are 
becoming increasingly strict. The EU, US 
and Japan, for instance, have set fuel 
consumption targets for 2020 of  
3.8 L per 100 km, 6.0 L per 100 km and 
4.9 L per 100 km, respectively.3 China, 
too, is moving in this direction.

In 2016, the Society of Automotive 
Engineers of China (SAE-China) 
published a technology road map 
for energy-efficient and alternative-
energy vehicles that aims to reduce 
car fuel consumption. The goal is to 
lower average passenger vehicle fuel 
consumption from 6.24 L per 100 km in 
2017 to 5.0 L per 100 km by 2020 and 
4.0 L per 100 km by 2025.4 

According to the road map, a 10% 
reduction in vehicle weight results in a 
6–8% improvement in fuel economy.  
Put another way, a 100 kg drop in vehicle 
weight can save between 0.3 L and 
0.6 L in fuel per 100 km traveled. For 
electric vehicles, a 10% weight reduction 

can increase mileage by 5.5%. These 
calculations have led to the automotive 
lightweight initiative, an effort to reduce 
fuel consumption and auto emissions by 
minimizing a vehicle’s overall weight.5

The goal is to make extensive use of 
lightweight materials, such as high-
strength steel, aluminum alloy and 
composites, without undermining the 
vehicle’s safety. Using lightweight 
structural materials, advanced emission 
control systems, additional safety 
devices and integrated electronic 
systems can be added to a car without 
increasing its overall weight. While 
lightweight materials can be used 
with any vehicle, they are especially 
important for hybrids and electric 
vehicles, since they offset the weight 
of these vehicles’ batteries and electric 
motors, improving their efficiency and 
increasing their driving range. 

As automakers increasingly turn 
to lightweight materials, their parts 
suppliers are forced to follow suit. 

This has led to a situation where parts 
manufacturers are scrambling to enter 
the lightweight parts market. Not 
surprisingly, this has resulted in several 
outbound M&A transactions over the 
past few years, as Chinese parts makers 
look to acquire foreign lightweight auto 
parts companies.

These deals generally seek to 
accomplish four things:

1) Increase market share and strengthen 
relations with leading automakers by 
acquiring well-known foreign brands

2) Achieve synergies that expand the 
buyers’ product portfolio and cross-
selling opportunities 

3) Reduce cost structures and improve 
profit margins through vertical 
integration 

4) Gain access to advanced technology 

3 Source: Great Wall Securities research report, March, 2019
4 Source: SWS Research, automobile, February, 2019 
5 Source: Guang Zheng Hang Seng Securities research report, 2017
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These objectives were behind the 
deals struck last year by four of China’s 
leading auto parts manufacturers:

Fuyao Glass Industry Group

Fuyao Glass Industry Group is one of 
the world’s largest automotive glass 
manufacturers. In Q1 2019, Fuyao Glass 
acquired SAM Automotive Production 
GmbH for EUR 58.8 million  
(US$67.5 million).6

Company strategy: The purchase 
will allow Fuyao to expand its line of 
auto parts and enter new segments, 
while adding production capacity and 
achieving greater economies of scale. 

 ͽ Market cap: US$8,809.14m
 ͽ Revenue: US$3,025.82m
 ͽ EBITDA: US$858.17m 

China Hengrui Co., Ltd.

China Hengrui Co., Ltd. is a private 
Chinese company that provides 
materials analysis, design and 
engineering consulting services. In 
August 2018, the company acquired 
Engenuity Limited for an undisclosed 
amount.7

Company strategy: Engenuity (known in 
China as Yingzhidi) is the world’s leading 
composite design and analysis company. 
With the acquisition, Hengrui will be 
able to expand its portfolio of design 
and analysis services, while helping 
Engenuity enter the Chinese market. 
 
 

 
Bohai Automotive Systems Co., Ltd.

Bohai Automotive Systems Co., Ltd. 
manufactures and distributes pistons 
and specialty alloys. In December 2017, 
the company acquired a 75% stake in 
TRIMET Automotive Holding GmbH  
from the German TRIMET Group for  
EUR 61.5 million (US$72.31 million).8

Company strategy: TRIMET has 
developed leading-edge technology and 
manufacturing processes for aluminum 
alloy parts, along with advanced mold 
design and development capabilities. 
The acquisition will strengthen Bohai 
Automotive’s competitiveness in the 
lightweight auto parts segment. 

 ͽ Market cap: US$629.41m
 ͽ Revenue: US$364.29m
 ͽ EBITDA: US$50.77m 

Fosun International Limited

Fosun International Limited is a 
multinational company with diversified 
businesses, including industrial 
operations, investment, asset 
management and insurance. In August 
2018, Fosun and its joint venture Nanjing 
Nangang Iron & Steel United Co., Ltd. 
announced the acquisition of a majority 
stake in Koller Beteiligungs GmbH 
(Koller) for an undisclosed amount.9

Company strategy: Koller is the leading 
solutions provider for automotive 
manufacturers looking to lower fuel 
consumption and emissions through 
reduced vehicle weight. The acquisition 
is Fosun’s first overseas investment 
in the automotive industry and will 
strengthen Koller’s market position 
in Europe, while expanding both 
companies’ opportunities in China.

6, 7, 8, 9  Source: Factset



Date Acquirer Target
Target 

country Industry
Transaction 

value (US$m)

27-Mar-2019

TPG Capital LLC; CICC Jiacheng 
Investment Management Co., Ltd.;  

Trail Capital; Electropoli SA/ 
Private Group

Electropoli SA
Industrial 

Machinery & 
Components

-

27-Mar-2019
Jinjiang Yuanxiang Garments Weaving 

Co., Ltd.
New Millennium 

Sports SL
Consumer & 

Retail
43.99

21-Mar-2019 Alibaba Group Holding Ltd.
Infinity Augmented 
Reality Israel Ltd.

TMT 10.00

04-Mar-2019 YY, Inc.
Bigo Technology 

Pte Ltd.
TMT 1,591.31

28-Feb-2019 Byzen Digital, Inc.
Comparison Group 

Ltd.
TMT -

13-Feb-2019
Beijing Shiji Information Technology 

Co., Ltd.
ICE Portal, Inc. TMT -

13-Feb-2019
Beijing Shiji Information Technology 

Co., Ltd.
Touchpeak 

Software, Inc.
TMT -

29-Jan-2019
Firewave Management Ltd.; Global 

Charm Ventures Ltd. /Private Group; 
Elite Victory International Ltd.

Global Charm 
Ventures Ltd.

Financial 
Services

0.03

APPENDIX:  
17 OUTBOUND ACQUISITIONS BY CHINESE COMPANIES CLOSED BETWEEN JANUARY AND MARCH 2019
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Date Acquirer Target
Target 

country Industry
Transaction 

value (US$m)

18-Jan-2019 Trendy International Group Co., Ltd.
Denham the 

Jeanmaker BV
Consumer & 

Retail
-

18-Jan-2019 Zhuzhou CRRC Times Electric Co., Ltd. Dynex Power, Inc. TMT 9.84

16-Jan-2019
CDH Investments Management  
(Hong Kong) Ltd.; Hony Capital 
(Beijing) Co. Ltd.; Playtika Ltd.

Supertreat GmbH TMT -

15-Jan-2019 Prime Value Capital Management Ltd.
The Clonakilty 

Hotel
Consumer & 

Retail
-

14-Jan-2019 Fuyao Glass Industry Group Co., Ltd.
SAM Automotive 

GmbH
Automotive 67.52

10-Jan-2019 Yongfeng Group Co., Ltd.
Bürkle Kellerbau 
GmbH + Co. KG

Construction 
& Engineering 

Services
-

07-Jan-2019 Alibaba Group Holding Ltd.
Data Artisans 

GmbH
TMT 102.69

03-Jan-2019
Suzhou Jingfang Optoelectronics 

Technology Co., Ltd.
Anteryon 

International BV
TMT 36.62

Appendix
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