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Long way to go for nerger, acquisition market

Lokman Mansor

IN 1996, nmerger and acquisition transactions around the worl d were val ued
at $1.04 trillion ($1 = RM2.46), an increase of 25per cent conpared with
the previous year. A total of 22,000 nerger activities were transacted
mai nly in the pharmaceuticals, chem cal and financial services sectors.

Fi nanci al advisers feel 1997 could al so be anot her year where conpanies
will be involved in a convul sion of nergers, friendly acquisitions,
hostil e takeovers and | everage buyouts.

Regi onal ly, these activities have also increased in Asia due to rapid
econom ¢ growth, industrial nodernisation, huge infrastructural projects
as wel |l as encouraging foreign investnent policies.

Asi an Strategy and Leadership Institute president Mrzan Mahathir
bel i eves that regul atory changes and the threat of increased gl oba
conpetition will encourage tel econmuni cati ons conpani es, broadcasters,
utilities and financial services conpanies to nerge in order to reduce
costs and boost revenue.

According to Merrill Lynch International Bank Ltd's nmergers and
acqui sitions departnent, Ml aysia was the | eadi ng Asi a-Pacific acquirer
and target nation for nergers and acquisitions in 1996.

Mal aysia was involved in a total of 817 acquirer nation deals worth
$20. 1bn and 788 target nation deals worth $17.7bn in 1996. After Ml aysia
came Hong Kong and then Si ngapore.

"These are countries with a relatively higher degree of maturity in the

capital markets, well laid-out takeover codes and a friendly attitude
towards foreign i nvestnent and acquisitions,” said Merrill Lynch's Gary
St ead.

I ndeed, Mal aysia has seen its share of increasing nunber of nergers and
acqui sitions in various industries and sectors, participants of the
Nati onal Conference on Mergers and Acquisitions in Kuala Lunpur were told.

When openi ng the conference on Tuesday, |nternational Trade and | ndustry
M ni ster Datuk Seri Rafidah Aziz said in 1996 a total of 32 acquisitions
i nvol vi ng RVA. 242bn, were approved.

The | argest nunber was in the manufacturing sector with 13 acquisitions,
foll owed by mning, financial, property and plantation sectors.

Anong the acquisitions and nergers still fresh in our m nds were Tel ekom
Mal aysi a Bhd's acquisition of Emartel for RVMW40m Rashid Hussain Bhd's
acqui si tion of Ml ayan Banki ng Bhd's 75per cent subsidiary Kwong Yi k Bank
and Tan Sri Yahaya Ahmad's acquisition of Lotus G oup.

What drives the merger and acquisition activities in Ml aysia? Mrzan
said one factor is the stable political and econom c environment and the
Governnent's strong backi ng and encouragenent through the privatization
pr ogr anme.

Anot her factor is the regionalisation of the Ml aysi an corporate sector
where conpani es are investing abroad to sustain growh rates and to
acqui re | eadi ng edge technol ogies to gain conpetitive advantages in the
gl obal i sed envi ronment .

"Last but not |east, reasonable interest rates and a stable capital
mar ket have al | owed conpanies to borrow funds to acquire other conpanies,"
M rzan said.

He encouraged Mal aysi an conpani es to expand into new internationa
mar ket s based on the nerger and acquisition concept if they hope to becone
worl d class players in the conpetitive global market. Conditions in the



Asi a-Pacific region, in particular, are ripe for merger and acquisition
activities.

For instance, Thailand is currently relaxing restrictions on foreign
i nvestnents since the Governnent intends to pronote Bangkok as a regi ona
financial centre.

In I ndonesia, the Governnent recently introduced a deregul ati on package
which has led to increased foreign investnents, in particular from Hong
Kong, UK, the US, and Si ngapore.

Vietnamis al so opening up its country to foreign investors, while in
India, rapid infrastructure devel opnent, privatization and the rising
nunmber of India' s cash-rich mddle class could nake I ndia a country of
interest to investors.

South Africa, neanwhile, after a decade of sanctions and a | ong spell of
political and econonic isolation, is a nation that is busy rebuil ding and
hungry for investnments. Ml aysian conpani es have al ready invested in the
| ei sure and banki ng i ndustries there.

The Asian nerger and acqui sition nmarkets continue to grow. The vol une of
conpl eted deals in the Asia-Pacific has grown at a conpounded annua
growth gate of 15.4per cent between 1990 and 1996, conpared with 8. lper
cent increase in global mergers and acquisitions.

Asi a-Pacific's share in the global nerger and acquisition pie has
steadily increased from2.4per cent in 1990 to 3.6per cent in 1996 in
terns of volunme transacted and from 2. 7per cent in 1990 to 7. 3per cent in
terns of nunber of deals conpleted.

According to Merrill Lynch, a high level of nerger and acquisition
activity was witnessed in the | ower range of the spectrum with 2,439 out
of 2,502 deal s being announced bel ow $200m

The financial and services sectors were the npst active, contributing to
nearly 65per cent of all volune transacted.

But there is still along way to go in ternms of volune, nunmber of deals
and maturity of the Mal aysi an nerger and acqui sition market.

At the nonent, accounting standards and practices vary fromcountry to
country and careful adjustments to reported nunbers need to be nmade to
ensure they are conparabl e across countri es.

Anot her key area is the lack of financial information, which is mainly
driven by less stringent reporting requirenents. This makes it difficult
to eval uate and anal yse potentials, hinder in-depth analysis and takes
I onger tinme to conduct the transaction.

Certain countries in Asia al so do not have established, well-tested
tender offer rules. In Indonesia, the tender offer rules are not clearly
defined and because of a |lack of precedents, it is nore difficult to
conduct such offers.
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