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As the US economy begins a gradual recovery, boardroom
confidence has returned with force. With ample cash reserves at
their disposal, US-based acquirers and other Western buyers have
set their sights on the Asia-Pacific market in search of opportunities
to expand business and tap new markets. This has been seen in
multiple large-cap transactions across the region, in addition to
renewed interest in Asia’s middle market.
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Following the prolonged theme of recovery and new
records, Asia-Pacific closed the second half of 2014
(2H 2014) by setting a new benchmark for year-onyear figures. Completed transactions for the half year
yielded US$313bn for dealmakers, a US$66bn increase,
or 27% change, on 2H 2013. Equally, deal volumes
showed impressive growth, with 1,922 deals coming
to market in 2H 2014, a 24% increase over 2H 2013.

0

Deal value (US$bn)

Consumer

54%

Number of deals valued below US$50m
as a percent of total regional deal volume

39%

Number of deals valued between US$51m
and US$500m

Top 3 deals for 2H 2014
Target Company

Target Sector

Target
Bidder Company
Country

Deal Value
(US$m)

Sinopec Marketing Co.,
Ltd. (29.99% Stake)

Services (other)

China

China Life Insurance Company Limited;
Harvest Fund Management Co., Ltd.;
Sino Life Insurance Co., Ltd.; China
Post Life Insurance Corporation Limited;

$17,424

Korean Air Lines
Company Limited
(51.13% Stake)

Transportation

South
Korea

Hanjin KAL Corp

$15,583

China CNR Corporation
Limited

Industrial products
China
and services

CSR Corporation

$13,764
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Values in Australia took a noticeable hit, culminating in US$28.8bn,
a reduction of US$14.6bn in 2013. Confidence remains, however,
as the Australian government continues its asset privatization,
creating new opportunities for potential investors looking to acquire
public projects and infrastructure. The signing of a number of free
trade agreements with Japan, South Korea, and China could entice
further foreign investment in the country in the year ahead.
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Asia-Pacific deal volumes (Top 10 jurisdictions)

Despite a profound slowdown in growth – with economic expansion
sinking to a 24-year low of 7.4% – China remained at the forefront
of M&A activity in 2H 2014. During the half year, 781 deals were
announced for a total value of US$167bn. This growth comes
off the back of a number of industry consolidations, especially
within the energy, mining and utilities sector. While the traditionally
high volume of M&A is expected in the year ahead, cooling in
the property market and the struggles of companies and local
governments with heavy debt burdens will continue to place
pressure on the country’s economic outlook.

Asia-Pacific sector breakdown (2H 2014)

The traditionally deal-heavy industrials & chemicals sector once
had the most deals and dollars, with 405 deals worth US$57bn.
Waves of consolidation across the manufacturing space within
each market have been behind this activity. In Japan, a developing
trend is unfolding where traditional auto component manufacturers
could become acquisition targets for auto companies in emerging
markets. These include relatively new entrants from China and
South Korea wishing to obtain cutting-edge technology or access
to the Japanese market.
2H 2014 was also notable for the continued strength of the TMT
sector. Fuelled by well-capitalized companies and foreign investors,
302 deals were announced with a value of US$35bn. Such activity is
likely to continue unabated as firms seek deals with tech companies
and start-ups with mobile operations in frontiers such as South Korea.
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The business services sector represented 10.7% of the regional
volume. These 205 deals were in part driven by corporate desires
to expand digital focus and enhance IT programs.
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ASCENT PARTNERS INSIGHTS
Intellectual property (IP) is fast becoming an essential component within M&A. In recent
years, companies have paid huge sums to acquire IP and its future potential. International
IP Commercialization Council (IIPCC) board member Johnson Kong and Vice President of
Knowledge Management Ron Yu discuss the trends shaping the IP landscape.

According to the World Intellectual
Property Organizations (WIPO), IP is
anything that is a creation of the mind,
that is inventions, literary and artistic
works, symbols, names, and images
used in commerce. There is also IP that
covers inventions, including patents and
symbols that distinguish a company from
its competitors.
Historically, people tend to overlook
design patents, but these have made
their way to the forefront in the last few
years due to a highly publicized litigation
case between Apple and Samsung.
What happens during the IP
commercialization process? What
are the major stumbling blocks
in completing the process?
IP commercialization involves creating
IP, protecting IP, and then finding
suitable commercialization partners.
In large organizations, specific persons
hired to create something typically
create new IP. These include those in
R&D, IT development, and engineering
departments.
Protecting IP tends to involve strategic
application/registration of IP rights. This,
in turn, involves internal legal departments,
technology transfer departments, IP
offices, and external legal counsel.
Often companies are unable to find
suitable partners or to adequately exploit

counterparts. We believe that the main
reason is that the region tends to lack
knowledge experts in the IP ecosystem.

their IP. Sometimes this is because
companies can make the mistake of
thinking that because they created an
IP they are in the best position to exploit
it. Further issues arise when companies
are not realistic or pragmatic in their
understanding of market demands
and the ecosystem that IP needs for
commercialization.

When companies are conducting the
valuation of a target, what are the most
common mistakes that are made?
Companies often fail to fully appreciate the
true nature of IP value and fail to grasp how
complicated the valuation process is, often
leading to them using the wrong people.
Real estate property and IP only have the
word property in common, otherwise they
are very different animals. The value of IP
is dependent on many more variables than
property – whose primary value drivers
are location, scarcity, demand and local
economic conditions. IP has business, legal
and technological variables to consider,
so using one to value the other is a mistake
but can happen.

We hear increasingly about how IP
is a driver for M&A. What have been
the most obvious trends within these
transactions? What are the major
considerations all parties must take
into account?
In recent years we have seen companies
paying huge sums of money for IP, such
as the recent purchases of patent rights
of Motorola by Google. Other companies
have acquired the IP of other companies
then later changed their business models.
Such as one company using its IP
rights to aggressively pursue licensing
income while practically abandoning its
manufacturing business.

What are the major post-transactional
risks with regards to IP rights for
investors?
Aside from finding out that the IP
valuation ‘experts’ were real estate
surveyors the week before, there is
a risk that management are unable to
commercialize the IP successfully. This
may be due to a lack of expertise or
competence, changes in the external
environment, or simply bad luck.

Some of the major considerations for buyers
should be: does the IP being acquired fit the
acquirers’ business strategy, is the IP being
acquired valid, can the acquiring company
actually commercialize the IP being
acquired, and, finally, how do you implement
an adequate defensive strategy.

Something that has emerged recently is
the IP aware shareholder. Subsequently,
companies will face greater scrutiny from
such shareholders. A real game changer
for the Board of listed corporation who
thinks subscribing to (IP) videos will enable
them to represent shareholders’ interest.

What are the most pressing IP issues
dealmakers face in Asia in relation to
Western countries?
Asian companies and inventors tend to
lack sophistication in IP and tend to be
involved in less litigation than their Western

Deal size
While the majority of deals are closed in the under US$50m
deal segment, Asia-Pacific’s middle market nonetheless plays
a significant part in the region’s growth story. For 2H 2014, deals
valued US$51m to US$500m accounted for 39% of the deal
market. The largest percent originates from those transactions
valued US$51m to US$150m.
This period was also noteworthy for the re-emergence of megadeals. In China, China Life Insurance announced a 29.99% stake
in Sinopec Marketing Co. Ltd for a value of US$17.4bn. Another
notable mega deal originating in North Asia was in South Korea,
where Hanjin KAL Corp announced a deal to acquire Korean Air
Lines Company Limited for US$15.6bn.
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Private Equity

Private equity buyout activity

Private equity firms in Asia-Pacific yielded US$32bn in buyouts,
with 26% of deals and 30% of dollars invested in China. Despite
the question mark hanging over economic growth, China remains
in good favor with investors for the long-term potential in the market.
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India was the second largest market, the 32 deals representing
18.9% of the regional volume. However, issues within the Indian
private equity landscape still cast a shadow. A depressed three-year
period, where fundraising efforts have proved to be disappointing,
has lent weight to this air of pessimism.
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In terms of sectors, the TMT sector had another positive period,
with 37 deals worth US$7bn. The largest deal was between
Singapore based GIC Special Investment Pte and Beijing Xiaomi
Technology Co Ltd. The consumer market also had a positive 2H
2014 with 27 deals announced for a value of US$2.6bn.
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Inbound M&A

Foreign investors from the USA and UK
are leading the inbound charge as foreign
acquirers target the region. US-based firms
announced 199 deals (48% of deal volume)
at a value of US$19.4bn. Those based in
the UK completed 22 deals (8.9%) at a
cumulative value of US$1.4bn.
Given its scale and market potential,
inbound buys into the Chinese market
accounted for the bulk of foreign
acquisitions: 50 deals worth US$9.4bn.
This was followed by Australia with 52
deals worth US$4.8bn and India with 49
deals at a value of US$3.2bn.
In Australia, the foreign investment
approvals process is being streamlined.
This is encouraging for foreign investors,
as some have been hesitant to enter the
market due to the controversial decision
to block US-based Archer Daniel Midlands’
acquisition of GrainCorp in December 2013.
South Korea also had impressive deal
making with 14 deals totaling US$6.1bn.
This was strengthened by the mobile
industry as startups could see further
investment due to the 70% smartphone
penetration and the opportunity this gives
companies to expand into the region.
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