Aggressive M&A in
times of crisis
Market observations and trends

What is aggressive M&A?
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Broad M&A spectrum

Corporate exercise

Rationale

Buy

(A) Acquisition of minority
or controlling stake

Expansion

Sell

(B) Independent takeover

Sponsor shareholder value capture

(C) Partnership
(financial or strategic
investor)

(i) Sponsor shareholder value capture

Merge
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(ii) Shareholder monetisation

(D) Divest

Shareholder monetisation and/or entry
of new strategic investor

(E) Fund raise

Expansion

Integrate and combine
with another company

Consolidation and reposition
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Broad M&A spectrum

Corporate exercise
Buy

(A) Acquisition of minority
or controlling stake

Sell

(B) Independent takeover

Examples

(C) Partnership
(financial or strategic
investor)

GHL Systems
Bhd

Yee Lee Corporation Bhd

(D) Divest
C.I. Holdings Bhd

(E) Fund raise

Merge
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Integrate and combine
with another company
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Deal motivations are focused on value capture, many are multi-faceted

Relisting or
post-deal
value
6

5
4
3

Delisting or
pre-deal
value

1. Near term growth spurt
2. Hive off loss making units
3. Major restructuring

2

4. Synergy from new partner
1
Base pricing

5. Removal of certain minority
shareholders
6. Others
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Privatisation are not solely driven by value

Illiquid
shares

Persistent
undervaluation

Privacy loss

Vulnerable to hostile
takeovers
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Short-term
performance pressure

Listing costs
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Since January 2018
Observations and trends
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Aggressive M&A activity level may increase by year end
Chart 2: Aggressive M&A deal volume

Chart 1: Aggressive M&A deal value (USD'bn)
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Chart 4: Takeover deal volume

Chart 3: Takeover deal value (USD'bn)
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Source: MergerMarket, S&P Capital IQ, Deloitte analysis
Note: all value above are based on announced M&A or takeovers
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Premium for successful privatisations are averaging 34-40% while implied P/E
multiple appear lowest in Bursa

Chart 1: Average premiums to last price
from 1.1.2018 to 30.4.2020

Chart 2: Average transaction P/E multiple (x)
for year 2019
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* Note: Exclude outliers
Source: MergerMarket, S&P Capital IQ, Deloitte analysis
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Takeovers involving key PLC owners and strategic investors are most common
in the recent past
SGX

Bursa

3%
5%

8%

• Bursa has almost 95% of all takeovers involving
PLC owners and strategic investors

5%

24%

41%
71%

HKEX

43%

• SGX tend to have higher proportion of PE and
strategic investors
- Not surprising since such exchanges and
countries are more developed and
investors generally like their stability

4% 3%

27%

• HKEX also has significant proportion of its
takeovers undertaken by PLC owners and
strategic investors due to China’s still
developing status

66%

Note: Charts depict take-over deals announced from 1.1.2018 to 30.4.2020
Source: MergerMarket, S&P Capital IQ, Deloitte analysis
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Strong private equity participation expected going forward given a more
favourable market environment

USD 1.5 trillion
Global private equity committed
but unspent capital as at 1 Jan
2020
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QE unlimited
US Fed’s recent commitment will
encourage a low interest rate low
environment going forward
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Recent developments
Takeovers announced after World Health
Organisation declared coronavirus a
global emergency on 30 January 2020

© 2020 Deloitte Corporate Advisory Services Sdn Bhd

12

Some recent takeover launches
More expected as the impact of COVID-19 deepens
Date

Target

Offeror

Yee Lee Corporation
Shareholder
Berhad
+ PE
12 May Tasek Corporation Berhad Shareholder
12 May

Exc.

Status

Rationale

Bursa

On-going

Undisclosed

Bursa

On-going

Undisclosed

27 Apr

Ho Wah Genting Berhad

Shareholder

Bursa

On-going

Undisclosed

20 Apr

Allied Properties (H.K.)
Limited

Shareholder

HKEX

On-going

Shares have been trading at deep discount, cost
of maintaing listing status

3 Apr

Elec & Eltek International
Company Limited

Shareholder

HKEX &
SGX

On-going

Trading price and trading volume of the shares
have not been satisfactory

20 Mar

Li & Fung Limited

Shareholder
+ Strategic

HKEX

On-going

To facilitate a necessary transformation of the
business alongside a highly accomplished
partner, amid challenging market conditions

27 Feb

Wheelock & Company
Limited

Shareholder

HKEX

On-going

Elimination of the historical holding company
discount

24 Feb

Breadtalk Group Ltd

Shareholder
+ Strategic

SGEX

To be
delisted

Provides more flexibility to address the
challenges faced

11 Feb

Euro Holdings Berhad

Strategic

Bursa

Completed

Offeror can offer a synergistic fit with Euro
Group in terms of enhancing and/or expanding
the Group’s production chain, manufacturing
processes and/or marketing strategy for its steel
storage product

Source: MergerMarket, S&P Capital IQ, Bourse filings
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BreadTalk Group Limited (“BreadTalk”)
Joint voluntary takeover offer by co-founders and partner announced on 24 Feb 2020

Background
• BreadTalk is a regional F&B retail company listed on SGX
with over 1,000 food & restaurant outlets in Singapore
(56% of FY19 revenue) , China & Hong Kong (31% of FY19
revenue) and other Southeast Asian countries.
• BreadTalk derives a revenue of S$665 million in FY19.
• Growth and profitability BreadTalk has been mixed in
recent years and even incurred a loss in FY19.

Pre-deal shareholding structure

Co-founders

Minor International PCL
(“MINT”)

Other shareholders
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56.3%

14.2%

BreadTalk
Group Limited

29.5%
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BreadTalk Group Limited (“BreadTalk”)
Joint voluntary takeover offer by co-founders and partner announced on 24 Feb 2020

Privatisation offer

Rationale for privatisation

• On 24 Feb 2020, co-founders and existing strategic partner
(MINT) jointly offered to take BreadTalk private at a
market cap of S$431 million (S$0.77 per BreadTalk share)
at 19.4% premium over its last traded share price.

3

2

• Co-founders and MINT now obtained aggregate
shareholding of c.98% and is undergoing a compulsory
acquisition and subsequent delisting.

1
SGD
431m
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Potential
post- deal
value?
Other improvements ?

Cost savings on listing status

Greater flexibility to manage

Implied market
cap of BreadTalk
based on offer
received
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Wheelock and Company Limited (“Wheelock”)
Controlling shareholders privatisation proposal announced on 25 February 2020

Pre-deal shareholding structure

Background
• Wheelock is an owner, manager and developer of real
estate in Hong Kong, China, Singapore and the UK.
Wheelock is the flagship company a prominent family
based in Hong Kong with a net worth of over USD10
billion.

Woo family & related parties
69.6%
Market cap
HK$97 bn

• Wheelock derives a revenue of HK$49 billion and PAT of
HK$9 billion in FY19.
• Share prices of Wheelock has been trading sideways in
the past 4 years while financial performance has been
mixed. On 21 February 2020, market cap of the relevant
entities were:
₋ HK$97 billion for Wheelock.
₋ HK$123.7 billion for combined Wharf REIC and Wharf
(based on market value of shares held by Wheelock).

Others

Combined
market cap
HK$123.7 bn
owned by
Wheelock

30.4%

Wheelock

Wharf

Wharf REIC

Property development
business and investment
properties
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70.7%

66.5%

100.0%
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Wheelock and Company Limited (“Wheelock”)
Controlling shareholders privatisation proposal announced on 25 February 2020

Privatisation offer
• On 25 February 2020, a privatisation proposal by way of
scheme of arrangement was announced which
comprises distribution to shareholders of Wharf REIC
and Wharf shares followed by privatisation of Wheelock.
• The offer represents:
₋ Premium of 45.2% over closing prices of the last 180
trading days.
₋ Discount of 44.3% to Wheelock’s unaudited
consolidated NAV as at 30 June 2019 of HK$129 per
share.
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Illustration of the offer
In HK$ per share

(Cash offered for
one Wheelock
share)

(Price of one
Wheelock share)
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Deal descriptions
Year
announced

Company

Description

Deal Size
(USD’mn)

Buy
2019

Etika Holdings Sdn Bhd, a wholly-owned subsidiary of Asahi,
acquired Advend Systems Pte Ltd from Dymon Asia Private
Equity.

n/a

2016

UEM Edgenta Berhad acquired 100% equity stake in UEMS Pte
Ltd through a competitive exit process ran by Dymon Asia
Capital.

137

2019

YTL Corporation Berhad launched an offer to acquire 34.74%
remaining stake in YTL Land & Development Berhad. YTL Land &
Development Berhad has since been delisted from Bursa
Malaysia.

25

2018

Can-One Bhd launched an offer for Kian Joo Can Factory, its
32.9% owned listed affiliate. Kian Joo has since been delisted
from Bursa Malaysia.

369

Independent takeover

© 2020 Deloitte Corporate Solutions Sdn Bhd
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Deal descriptions
Year
announced

Company

Description

Deal Size
(USD’mn)

Partnership
2017

Creador and GHL executive vice chairman Loh Wee Hian had
disposed their 28.3% and 16.1% equity stake respectively in GHL
Systems Berhad to Actis Stark (Mauritius) Limited. Post deal,
Actis and Loh Wee Hian both hold significant stakes in GHL.

83

2019

Yee Lee’s founder Datuk Lim A Heng @ Lim Kok Cheong
partnered with Dymon Asia Private Equity to acquire a 41.59%
stake in Yee Lee Corporation Berhad, which they don’t currently
own.

45

2014

Abric Berhad disposed its core security sealing solutions business
to ESNT International Ltd., a subsidiary of Essentra Plc.

45

2011

C.I. Holdings Bhd disposed its Pepsi bottling business, Permanis
to Asahi Group.

274

2011

The founding family disposed its c.60% equity stake in Interfood
Shareholding Company, a publicly-listed Vietnam-based
company, to Kirin Group.

31

Divest

© 2020 Deloitte Corporate Solutions Sdn Bhd
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Deal descriptions
Year
announced

Company

Description

Deal Size
(USD’mn)

Fund raise
2020

Serba Dinamik Holdings Bhd had raised RM456.7 million via selling new
shares through a private placement exercise to repay some of its bank
borrowings and working capital.

105 *

2019

Keppel DC Reit had raised SG$478.2million through a private placement
and a preferential offering to new investors, of which SG$438.6 million
was used to fund its acquisition of two data centres in Singapore.

347 *

2019

Guan Chong Berhad placed out 24 million shares to raise funds to fund
the company’s investment in a new plant in Ivory Coast and for working
capital.

22 *

2020

CapitaLand Commercial Trust and CapitaLand Mall Trust announced
plans to join forces to create what will be the 3rd biggest real estate
investment trust (REIT) in Asia Pacific.

8,007

2017

Malaysia Building Society Berhad had acquired Asian Finance Bank
Berhad. The merged entity created the second largest standalone Islamic
bank in Malaysia.

152

2011

Aluminium Offshore Group entered into a 50-50 merger with Apply
Leirvik International.

n/a

Merger

* Note: Refers to funds raised
© 2020 Deloitte Corporate Solutions Sdn Bhd
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Aggressive M&A
in time of crisis

Presented by:
Ho Weng Yew
Head of Corporate Finance
AmInvestment Bank Berhad
May 2020

Why consider takeovers now?
• Targets may now appear “cheap” to acquirer companies, as
an alternative to organic growth.
• Market price may be below perceived fair value, leading
promoters to consider privatising.
• Potential for privatisation attract the interest of PE firms,
who have been active in recent years.
• Going private may enable internal restructuring, away from
public scrutiny.
• Given difficult economy ahead, being a private company
avoids burden of complying with Bursa listing rules on
financially distressed companies.
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Applicable rules
Takeovers in Malaysia are governed by:
•

Rules on Take-overs, Mergers and Compulsory Acquisitions 2017 (SC)

•

Capital Markets and Services Act 2007

•

Companies Act 2016

•

Listing Requirements (Bursa Malaysia)

Other considerations:

• MITI
•

High Court of Malaya

•

Creditors

•

Malaysia Competition Commission
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Common methods
Description

Conditions

1. General Offer

• Acquisition of shares
not held by the Offeror

• Min condition: 50%+1share
• CA: 90% of offer shares

2. Scheme of
Arrangement

• An arrangement to
acquire shares not held
by Offeror

3. Selective
Capital
Repayment

• Cancellation of shares
not held by Offeror

4. Asset &
Liability
Acquisition

• Acquire business
undertakings, assets &
liabilities of target

• Shareholders’ approval
• 50% in number, 75% in
value (present & voting)
• <10% vote against
• Offeror & PAC abstain
• Shareholders’ approval
• 75% in value (present &
voting)
• Offeror & PAC abstain
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Strategies for a successful takeover
• Historical trading price
Pricing
considerations

• Revalued NAV

• Analysts’ price targets
• Recent premiums
• Premium vs dividend yield

Understand public
shareholders

• Entry cost – historical trading volumes
• Top 30 shareholders – length of ownership

Approach
potential sellers

Communication

• Are there large blocks available?
• Improve chances of higher eventual %
• Articulate risks facing company
• Shareholders can redeploy cash elsewhere
28

Recent offer premiums
Name

Last Traded

5-day VWAP

1-month VWAP

3-month VWAP

6-month VWAP

Wing Tai Malaysia Berhad

52.54%

47.54%

50.00%

57.89%

71.43%

Hwang Capital (Malaysia) Berhad

11.36%

11.79%

12.64%

12.64%

12.64%

LCTH Corporation Berhad

31.82%

30.98%

29.20%

25.98%

17.58%

OldTown Berhad

10.42%

16.45%

19.64%

20.95%

18.98%

MWE Holdings Berhad

34.60%

34.60%

34.60%

32.60%

30.60%

The Store Corporation Berhad

27.59%

27.95%

26.05%

16.92%

17.61%

Daiman Development Bhd

38.25%

41.51%

43.54%

46.34%

43.54%

Suiwah Corp Bhd

28.44%

28.44%

38.61%

38.61%

23.35%

Selangor Properties Berhad

55.17%

55.24%

51.10%

51.72%

51.15%

Weida (M) Berhad

17.07%

20.50%

22.72%

23.64%

19.94%

Tanah Makmur Berhad

29.25%

34.08%

35.30%

37.22%

35.25%

-

0.67%

3.00%

5.63%

6.38%

Karambunai Corp Berhad

29.40%

29.40%

25.00%

18.30%

22.20%

Hovid Berhad

16.90%

14.10%

8.90%

12.10%

12.40%

Petaling Tin Berhad

21.20%

17.60%

37.90%

21.20%

8.10%

Kian Joo Can Factory Bhd

52.71%

51.28%

47.77%

40.22%

30.59%

Minimum

-

0.67%

3.00%

5.63%

6.38%

Maximum

55.17%

55.24%

51.10%

57.89%

71.43%

Average

28.55%

28.88%

30.37%

28.87%

26.36%

Amverton Berhad
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Case study – MGO on Kian Joo

Shareholding prior
MGO

• Can One held 32.9% in Kian Joo Can Factory Bhd.

• Bought 0.5% at RM3.10 per share in Feb 2019.
Exceeded 33% and triggered MGO.
• MGO on the remaining 66.6% at RM3.10, an
attractive 50% premium.
32.9%
(+ 0.5%)

• Confirmation of necessary financial resources in
offer document is mandatory.
• Conditional upon >50%. On 18 March 2019 Can
One held 52.2%, so offer became unconditional.
• Can One obtained >90% of the offer shares.
Undertook compulsory acquisition and finally
owned 100%.

30

Proudly Presented by,

A Participating Organization of Bursa Malaysia Securities Berhad
Company No. 23742-V

Disclaimer
This document was prepared exclusively for the benefit and internal use of the recipient. This document
does not carry any right of publication or disclosure to any other party. Neither this document nor its
content may be used for any other purpose without prior written consent of AmInvestment Bank Berhad
(“AmInvestment Bank”)
Except as required by law, AmInvestment Bank and their officers, staffs, agents and advisers do not accept
any responsibility for or liability whatsoever in respect of any loss, liability, claim, damage, cost or expense
arising as a consequence (whether directly or indirectly) of reliance upon any information or any
statement or opinion contained in this document, nor do they make any representation or warranty
(whether expressed or implied) as to the accuracy or completeness of this documents or its contents. This
document is not an offer documents and cannot give rise to any contract.

Aggressive M&A in times of
crisis
Key Legal Considerations for Success
Gilbert Gan
Managing Partner
19 May 2020

ASEAN INSIDERS
by origin and passion

M&A Privatisation/Take-Private Options and Key Steps

General Offer

General offer made for
remaining voting shares or
voting rights of listed
company

Selective Capital
Repayment or Scheme of
Arrangement
Proposal made by Offeror to
Listed Company, to acquire
100% of its voting shares or
voting rights

Asset Acquisition
Offeror makes an offer to
listed company to acquire
100% of its business and
undertakings

Compulsory acquisition of
remaining shares if squeeze-out
threshold achieved

Shareholders’ approval
obtained

Shareholders’ approval
obtained for major disposal

Delisting from stock exchange

Court order obtained by listed
company and shares
acquisition or cancellation
effected

Transaction completes and
consideration distributed to
shareholders of listed
company

Delisting from stock exchange

Delisting from stock exchange
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Key Legal Considerations for Success 1/2
Key Consideration

Take-Over Offer

Selective Capital
Repayment

Scheme of Arrangement

Asset Acquisition

Applicability of TakeOver Code

•

Yes

•

Yes

•

Yes

•

No

Restrictions on
Acquisition
Consideration

•

Mandatory offer must
have cash alternative.
Voluntary offer may be
wholly non-cash
consideration or
combination
Price restrictions under
Take-Over Rules

•

Mandatory offer must
have cash alternative.
Voluntary offer may be
wholly non-cash
consideration or
combination
Price restrictions under
Take-Over Rules

•

Mandatory offer must
have cash alternative.
Voluntary offer may be
wholly non-cash
consideration or
combination
Price restrictions under
Take-Over Rules

•

Full flexibility of cash
and/or non-cash
consideration
No restrictions on pricing.
Commercial agreement
with Listco

•

•

•

•

Mandatory Equal
Treatment of All
Shareholders

•

Yes

•

Yes

•

Yes

•

No, commercial
agreement

Squeeze-out /
Shareholders’
Approval Threshold

•

90% of voting shares not
held by Offeror and PAC

•

50% majority in number
and 75% of votes of
disinterested
shareholders, present and
voting. Not more than 10%
dissenting

•

50% majority in number
and 75% of votes of
disinterested
shareholders, present and
voting. Not more than 10%
dissenting

•

75% of votes of
disinterested
shareholders, present and
voting

Persons acting in
concert (PAC) or
related party (RPT)
abstention rules
applicability

•

PAC

•

PAC and RPT

•

PAC and RPT

•

RPT
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Minority shareholder activism on the rise
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Key Legal Considerations for Success 2/2

Key Consideration

Take-Over Offer

Selective Capital
Repayment (SCR)

Scheme of Arrangement

Asset Acquisition

Flexibility to include
Commercial
Conditions

•

Limited

•

Limited

•

Limited

•

Full flexibility

Court Approval

•

Not required

•

Required

•

Required

•

Not required for
acquisition but required
for distribution of
proceeds if by capital
reduction

Timing

•

3 months to closing of
offer

•

4-5 months to Court Order

•

6-7 months to Court Order

•

3-4 months for acquisition

Stamp Duty Cost

•

Nominal on listed shares
contract note

•

Nominal on listed shares
contract note

•

Nominal on listed shares
contract note

•

Ad Valorem on Assets to
be acquired

All or Nothing
Outcome

•
•

No, for Mandatory Offer
Yes, for Voluntary Offer if
90% acceptance threshold
specified

•

Yes

•

Yes

•

Yes
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THANK YOU
ASEAN INSIDERS, by origin and passion
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LR – Public Shareholding Spread Requirements
1) General Public Shareholding Spread Requirement
A listed issuer must ensure that at least 25% of its total listed shares
(excluding treasury shares) or listed units are in the hands of public shareholders
or unit holders.

2) Where Public Shareholding Spread is 10% or less

(para 16.02(2) of the LR)

The Exchange shall impose suspension of trading:
“….where the public shareholding spread of a listed issuer is 10% or less of its
total listed shares (excluding treasury shares), the Exchange shall suspend
trading of the securities of the listed issuer upon expiry of 30 market days from
the date of immediate announcement by the listed issuer…”
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LR - Withdrawal in a Take-Over Offer
A listed issuer may withdraw its listing from the Official List in the following
circumstances:
1) In relation to a take-over offer under the Take-Overs and Mergers Code, other than those
effected by way of a scheme of arrangement, compromise, amalgamation or selective
capital reduction, upon 90% or more of its listed shares (excluding treasury shares) or
listed units being held by a shareholder, either individually or jointly with associates of the
said shareholder; or
2) in relation to a corporate proposal undertaken by or in relation to the listed issuer, upon
100% of the listed shares or listed units of the listed issuer being held by a shareholder
either individually or jointly with associates of the said shareholder; and
3) the listed issuer has announced the offeror’s intention not to maintain the listed issuer’s
listing status.
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CMSA – S 222 : Compulsory Acquisition
Where an offeror:
a) has made a take-over offer for all the shares or all the shares in
any particular class in an offeree; and
b) has received acceptances of not less than nine-tenths (or
at least 90%) in the nominal value of the offer shares,
the offeror may, within four months of the date of the take-over
offer, acquire the remaining shares or remaining shares in any
particular class in the offeree,…………… to all dissenting
shareholders….
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LR - Withdrawal of Listing
Procedures on Request for Withdrawal
1) The listed issuer convenes a general meeting to obtain its shareholder
approval and the circular sent to the shareholders.
2) The resolution is approved by a majority of shareholders, in number,
representing 75% of the total number of issued securities held by the
shareholders, present and voting either in person or by proxy at each
meeting; and
3) The number of votes cast against the resolution, is not more than 10% of
the total number of issued securities held by the shareholders, present and
voting either in person or by proxy at each meeting.
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Effect on Listing Status
Methods of
Privatisation

Implication on LR and CMSA

Trading and Listing Status

1.

Selective Capital
Repayment

i.
ii.

Becomes one shareholder
No public shareholding spread

i.
ii.

Trading of shares suspended
Delisting takes effect

2.

Takeover Offers

i.

May not meet public shareholding
spread (depends on the level of
acceptance)
May trigger compulsory acquisition

i.

<25% but > 10% ; trading of shares
continue
To withdrawal or maintain listing status
<10% : trading suspension and delisting

May not meet public shareholding
spread (depends on the level of
acceptance)
May trigger compulsory acquisition

i.

Becomes a “Cash Company”
Can be used as a Reverse Takeover
candidate

i.
ii.

ii.

3.

Mandatory General
Offers

i.

ii.

4.

Disposal of Assets

i.
ii.

ii.
iii.

ii.
iii.

<25% but > 10% ; trading of shares
continue
To withdrawal or maintain listing status
<10% : trading suspension and delisting

Trading of shares continue
Bursa normally give adequate time to the
company to regularise
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