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China, India and
Southeast Asia are the

most desirable regions
for foreign investment,
but are almost as risky

xecutives o multinational companies consider investing

in China, wdia and Seuth East Asia almost as nsky as

investing in Africn, acoording b n sirvey commissioned
by Marsh, Mercer and Kroll for their repont M&A Bevond
Borders; Opportunities and Risks. Despite the pereeived nsks,
China. India and South East Asia were adentificd as the most
altructive destinations globally For M8A activity over the nexe 18
mumnihs, with 57% of deal makers surveved describing potential
inberestas signifcant or very significant.
The issues wentified as the most risky in the China, Indio and
South East Asia region were questionable business practices,
environment, intelleciual property protection, and msufficient
financial recourse. For Momh Amenca, the figure was 43%,
Western Europe 41%, Eastern Ewrope 31%,, Latin Amenca 29%,,
Middle Enst 27%, Australia, Japan and Korea 25% and Africa
19%, Litigation culiune in Morth America s a significant caveal 1o
he relatively bower M& A deal making risks in the region. Seen ps
pricularly worrisome m the US, lngation nsk has substantial
implications for the current and fwture lighilities denl makers
should comsider when evaluating Morth American opporiunities.
Morth Amenen was also seen ns having a higher profectionis:
sentiment, similar to that of Western Europe.
Hurveyed eardier this vear about their atiudes v cross-bonder
deals, exceutives a1 multinationals bazsed around the world gove
China, India and South East Asea an average risk rating of 5.3 ow
of o maximum 8 for a range of business-critical risks, The avernge
rating for Afrca was 5.5, Latm Amenca 3.8, the Middle Exsg 3.5,
Eastern Europe 2.8, MNorth America 2.1 and Westem Europe 1.9,
The Australia, Japan and Korea region was comsadered the leas
risky place to invest, with an avernge nisk rating of just 1,6, While
inbclleciual property msks, cspecially in China, are widely
acknowledyed, the repert makes chear that the opening up of the
coonamy in oiher sectors raises new concems, especially around
the environment. The Chimese government has introdeced a
of measures designed o improve environmental quality, While
the degree of environmental Litgation and stanstory enfiorcement
in China still lags well behind Morth Americo and Europe,
compaities need to be aware of the inereased regulatery scruting
of their operations and the stricter enforcement of environmenial

bepislation.
Commaniag on the findings of the survey, Karen Beldy Torbosg,
Cilabnl Hend of Marsh's Private Equity and M&A Proctice, said;
"Despite the pereccived risks of investing in this region, the bevel
of M A sctivity in recent years suggests that the expected rewarnd
is much stronger. 'We are witnessing a fundamental shift of the
global business landscape, with companies all around the world
cveing ihe poiential of these countrics and ramping up their
myestment amd presence, accondingly. Having a thorough
understanding of the risks will help lead fo 8 more successful
investment.” “Human capital-related risks are often magnificd in
cross=harder Ma A, armd must be tken into acoount in every phase
of the deal process.® noded Bob Burndy, global head of Mercer's
B A consulting busaness. “Civven how miuch 15 1 siake and how
difficult and complex it can be to ftum two organisations that come
from diffierent geographies aiwd culieres mio one, forgeting tsal
business is ot the end of the day a human activity con prove cosily
indeed.”
In Japam, M&A nctnaty has jumiped after the government further
cased regulation of forcign investment. [ so-called iriangular
metgers, the low now makes it possible for foreign-owned
companics to invest in Japanese companies by means of stock-
for-stock exchanges with the Japanese subsubaries of thise
companics. Coupled with the counine’s low inberest rates, a
favourable fmamcing condition bas ensued, allceclng mone
forcign invesiors,
In Western Europe, 44% of respondents had eiitber significam or
very significant oppetites for investment into Eastern Europe,
Chires Morgan Jones, Head of Kroll's Private Equity and M&A
Practice in Europe, the Middle East and Africa, said; "Ceniral
Eastern Ewrope ks peroeived by many az one of the most femile
areas of imvestment opporunity, Confidence i the region =
sirong armong both domestic corporations and multinationaks
contemplating  investments, Mevertheless, a number of
significant issues including dependable judicial systems and
pieliacal imfleence on business do reguire more atlention 1
Enstern Europs wamis to hove a risk profile similar b those of its
Western neighbors and cdber developed states.
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