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New M&A Law: No Major Changes

January 10, 2008
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By Steven M.Dickinson   |  From CIB January 2008 Print Edition

It took 13 years to draft, but on August 30, 2007 China finally adopted an anti-monopoly law, to go into effect August 1, 2008. 
Contrary to expectations, the new law leaves the system for review of foreign M&A transactions unchanged. In fact, it appears 
that the regulations implementing the new law will follow the foreign model in antitrust review of domestic Chinese merger 
transactions. 
 
Currently, foreign M&A of Chinese companies are governed by the Regulations on the Merger and Acquisition of Domestic 
Enterprises by Foreign Investors (effective since September 8, 2006). Under the current rules, approval of foreign M&A 
activity is handled under the existing foreign investment regime, which calls for most transactions to be processed and 
approved at the local level. Most local jurisdictions in China are receptive to foreign investment, and approval for transactions 
is relatively easy to receive. However, this local autonomy can lead to situations where acquisition ... 

...ny buy-out businesses have plenty of room to operate. Strategic alliances in core industries also work well. On the other 
hand, traditional private equity that focuses on the outright purchase of strong and successful companies simply does not work 
under this system. Central government regulators will consistently step in and exercise their veto powers to prevent the foreign 
acquisition of a majority interest in any existing, strong Chinese company. This is not likely to change anytime soon.
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Your blog is interesting! Keep up the good work!
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