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It is our pleasure to inform you that Jesa Capital has a new website 

http://www.jesacapital.com 
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The Future of Chinese Mergers and Acquisitions: What Next? 
 
Overall, Outbound Chinese Mergers & Acquisitions in 2017 fell a total 
of 40-47% (data: PwC & imaa) from a record high of US$208.7 – 
257.2bnin 2016 to $121.4-134.2bnin 2017. Nonetheless, Chinese 
Outbound Capital Investments are expected to increase in the coming 
years as new administrative measures were issued on the 26th of 
December 2017 by the Chinese government. The issued regulations 
aim to facilitate and support outward investment in M&A by domestic 
Chinese firms in foreign countries. On average, Chinese companies’ 
expenditures on foreign acquisitions have been recorded as six times 
higher compared to foreign companies’ acquisitions of Chinese 
domestic firms, with an average deal of approximately $30 million. 

 
The One Belt One Road initiative by the Chinese Government will 
provide an opportunity for Chinese firms to further increase 
investment, however, to obtain expedited approval for overseas 
investments, Chinese firms must be aligned with governmental 
programs and the OBOR initiatives. Alignment with the governments’ 
economic policies can accelerate executive deals resolution. Furthermore, 
bureaucratic procedure will be shortened, loans more accessible, and 
quoting to McKinney & Company, “… at times the government will quietly 
tell other Chinese bidders to drop out of auctions so that only one is 
contesting a deal” (Cogman, Gao, & Leung, 2017), internal 
competition dodged. Additionally, the “…resulting in a re-focusing of 
outbound investment towards strategic deals and away from passive 
and trophy assets” (Choudhury, 2017). As demonstrated by the 
acquisition of Club Med by Fosun fund, a luxury resort brand which 
hasn’t been profitable and has paid its last dividend to its shareholders 
in 2001.  

As a result, it is expected that the number of M&A will significantly 
decrease, as companies will be more cautious and stay within the 
norms and boundaries set by the Chinese government.  
The decline in M&A in the recent years is demonstrated by the Graph 
1.1 
 

Graph 1.1: (Chan, ‘PwC M&A 2017 Review and 2018 Outlook’, 2018) 
 
In the next years both industries fields are expected to remain the 
most attractive for Chinese firms; with High Technology soon taking 
over as the #1 M&A Acquisition Sector. All in all, the selecting criteria 
for numerous Chinese firms will depend in a large part on their ability 
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and willingness to conform to the economic plans and policies set by 
the Chinese Government. 
Furthermore, in the next years we will have a better understanding of 
the OBOR, which will largely regulate future Mergers and Acquisitions 
by Chinese firms.  

 

Graph 1.2: (Chan, “PwC M&A 2017 Review and 2018 Outlook”, 2018). 
 
Based on Graph 1.2, the largest M&A acquisitions were in the industry 
of High Technology (Robotics, aerospace, digital technologies, etc.) 
and Industrials (Steel, manufacturing, etc.).  
 
Being present in China is a qualifying opportunity to be 
involved in projects related to the OBOR program 
development, as well as being open to deal with Chinese 

companies looking for new western alliances to grow both at 
home and abroad. 
The flow of Chinese investment will be increasingly targeted 
and represents an opportunity rather than a danger. The 
Chinese market needs us as much as our companies need an 
easier entry to a market that has a middle class that today 
exceeds in number the aggregate of US and European ones. 
 

 
Facial recognition technologies and their application in China.  
 
Technologies affects the way we live our daily life. No fields are spared 
by the technology revolution and with every additional innovation, 
thousands of businesses raise, others fail. A practical example in 
support of what stated above is given by the facial recognition 
technology, a feature of sci-fi movies just few years ago, a tangible 
reality today.  
 The applications of such technology are various and most of the time 
exceed people imagination. The leading country in developing, 
patenting and applying facial recognition technology is China.  
 
In numbers, China owns 55% of 15.000 patents issued up to 2018, 
while the whole artificial market is supposed to reach the 1 trillion goal 
in 2030 according to Chinese forecasting. Today it is worth 2.8 billion 
yuan. While the investment campaign raised around the colossuses of 
the field exceed 1 billion dollars.  
 
But which are the application of such mysterious technology? 
We all know about those friendly apps that after recognizing a face 
apply filters to deliver personalized selfies. All social media platforms 
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use them. Well, that’s just the surface of the wide facial recognition 
technology uses.  
The main application of FR software has been applied in security, 
privately and mostly as a safety precaution by the government. Today 
street cameras can recognize faces, objects, read plates and 
determine the behaviors of an individual by his expression. 
 

 

 
Nowadays, many police officers have a cam installed on their uniform 
analyzing the surrounding to identify possible suspects or actual 
wanted people. Meanwhile, companies can receive information about 

their employee’s productivity through facial recognition software 
applied to special indoor security camera.  
 
At school, the Chinese government run a pilot test in a middle school 
class to prove the efficiency of a software aimed to analyze the 
attention status of the students. Though the program, the camera was 
able to recognize the level of interest in the students for the lecture or 
on the contrary the lack of attention, as well as counting how many 
times a student was raising his hand to participate in the class 
discussion.  

 
Other less-surprising uses are given by the classic recognition of the 
face as unlocking password for electronic device or to grant access to 
restricted areas; sometime this technology is used for the verification 
of ID and passports or directly to substitute the physical ID with an 
electronic one verified by a face scanner; on the other hand, many 
company already applied to their selling points smart cashers that 
combining the new payment methods and the facial recognition 
software, allow customers to pay the item purchased by just looking 
at a special camera while leaving the store. The application list of this 
growing innovation is far longer and right now what concerns people 
and authorities regards the use of collected data through the new 
software. Will companies use data responsibly or is this a further 
threat to people’s privacy? 
 
 
News Flash – China: Export VAT Refund Rates 

VAT refund rates will increase on some certain products by November 
1st, 2018, as introduced by the Circular n.123 issued by the Ministry 
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of Finance and the State Administration of Taxation on October 22nd 
2018. The number of VAT refund rates are said to decrease from 7 to 
5 and they are: 0%, 6%,10%, 13% and 16%. 

 

Excluding the special products mentioned below, for the rest of the 
export products, according to their products code, the main relevant 
changes are: 

- the tax refund rate will increase from 9% to 10% or 13%; 

- the exports under current rebate of 13% and 15% will get 16%; 

- the exports under current rebate of 5% will get 6% or 10%. 

For the special products, the changes are: 

- Export rebate for photographic film in rolls, plastics and articles 
thereof, floor board strips of bamboo, manufactures of straw, of 
esparto or of other plaiting materials; basketware and wickerwork, 
safety glass of toughened and lamps will be increased to 16%; 

- Export rebate for lubricants, aircraft tires, carbon fibers and some 
metal products will be increased to 13%; 

- Export rebate for some of agricultural products, bricks, tiles, glass 
fibers and other products will be increased to 10%; 

- Export rebate for soybean meal and soybean meal is cancelled 
(products coded as 23040010 and 23040090). 

 

11 11 

11/11, a day with a completely different meaning at both sides of the 
world. In many Western countries it means a day of remembering the 
tragedy of WWI, while in China it is a day of celebration, known as 
“Singles Day”. These days, “Singles Day” is not only known for 
celebrating the single life, but it has also become the largest offline 
and online shopping day in the world. 
 
Alibaba finishes “Singles Day” with a new record 

Although Alibaba only implemented “Singles Day Shopping Festival” 
in 2009, their sales have already been bigger than the two famous, 
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comparable shopping events of the US, “Black Friday” and “Cyber 
Monday”, combined. With an amount of $30 billion in 24 hours this 
year, Alibaba has even been able to top their sales record of 2017 of 
about $24 billion.  
 

 
Not only Alibaba, but the global e-commerce market of China is up to 
a new record. Due to the accelerated development of e-commerce 
together with an increasing digital demand, this market is not only 
rising domestically, but also cross-border trade is expanding 
enormously. With only 1% of the world’s market share about a decade 
ago, more than 40% of all e-commerce takes place in China now, 
which makes them the e-commerce leader worldwide. It is expected 
that Chinese e-commerce market will be the first one to reach the mile 
of $1 trillion. 

Booming e-commerce market creates a rising need for 
regulation 

Because of this immense growth and the key position of China’s e-
commerce, there is a rising need for more regulation and stricter 
control. Therefore, the Standing Committee of the National People’s 
Congress (NPC) has passed a new e-commerce law on 31st of August 
of this year to improve regulation for the booming market of e-
commerce. The law is supposed to be implemented on the 1st of 
January in 2019 and will cover different aspects, such as the protection 
of consumers’ rights and their privacy, intellectual property (IP) rights 
and unfair competition. 
 
First of all, the new e-commerce law focuses strongly on more legal 
protection for consumers. Until now, consumers have been 
disadvantaged by the stronger position of platform operators. In the 
new law there will be stricter rules about the collection and the use of 
personal information of consumers as well as a higher protection 
against fake reviews. A next element in this new law concerns unfair 
competition. Platform operators with dominant market positions will 
not be allowed to abuse their dominance to prevent competition. 
Furthermore, the new law emphasizes on protecting IP rights. In order 
to make it more difficult to infringe on IP, it will be required for e-
commerce merchants to obtain a business license by registering 
themselves with the State Administration for Industry and Commerce. 
 
Another key element in the new e-commerce law is the inclusion of 
non-traditional shopping channels like social media (WeChat for 
example). Not only platform operators and operators on platforms will 
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be under the new legislation, but also online sellers who hold a micro-
business online will be included in the future.  
 
Although some aspects will still need to be improved and clarified in 
China’s new e-commerce law, it is definitely a step in the right 
direction towards more market regulation. 

 

144-Hour Visa-Exemption Transit for Shanghai: Online 
Application 

Since November 1st, 2018, the 144-hour visa-exemption transit for 
Shanghai can be applied on line for both airports, as published by the 
official website of the Exit-Entry Administration Bureau of Shanghai. 

Foreigners can submit online the application prior to departure and 
print it out on arrival. 

The online application can be completed at the official website of the 
Exit-Entry Administration Bureau of Shanghai Public Security Bureau 
at crj.police.sh.cn/144zy.jsp. 
 

Practically, after the applicant enters all the required information, the 
system will provide an exclusive QR code. Once arrived, after scanning 
the QR code or the biometric passport using a machine in the transit 
area at the airport, the filled-out arrival card will be printed out. 

Thanks to this new platform it is possible to not only confirm the 
eligibility of the policy to the specific case in advance but to also save 
time. 

 

Anyway, passengers can also use the machines to make an online 
application at the airport. The immigration inspection process will 
require the passenger to present the passport, the flight tickets and 
the printed-out arrival card. 
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For inquires and suggestions regarding this 
newsletter or for any other concerns, please 
contact us anytime at:  
 
saro@jesa.com.cn  
alessandra@jesa.com.cn  
 
Our Newsletters:  
 
http://www.jesa.com.cn/jesa/Index.p
hp/Publication/news.html 

 
www.jesa.com.cn 
www.jesacapital.com 
LEGAL NOTICE 
The content of this newsletter is 
composed and written by JESA, and thus 
it is not reproducible and cannot be 
diffused indiscriminately without JESA’s 
consent. The purpose of this newsletter 
is to keep our contacts informed about 
important changes occurring in China 
and worldwide. Any use of it must be 
authorized by JESA.   

Good planets suitable for  
Humans are hard to find.   
Pleasethink of the environment 
before printing 
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