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ABSTRACT

Foreign direct investment is an important factor to reflect and influence the growth
pattern of Chinese economy. Cross-border mergers and acquisitions (CM&A), has
becoming the main form of Chinese foreign direct investment. Guided by the Eclectic
Theory of International Production and inspired by the special aspects of Chinese
CM&A, such as government dominant investment, inverted market, capital outflows
etc., this paper explores the motivation and risk undertaken by Chinese bidders, focuses

on the cross-sectional difference in the success rate and performance.

Though previous research studied various factors that affect Chinese CM&A, most
of them ignored the different channels through which success rate and performance is
affected by the same factor, and the possibility that the variation of target countries
directs how these channels work. This paper puts focus on these issues and empirically
studies Chinese CM&A over the period from January 1990 to December 2012 by
looking at the success rate and performance of Chinese acquirers. This paper employs

various empirical methods and finds that:

First, the culture distance between China and the target country seems not to affect
success rate while be negatively related to the short-term announcement return. Second,
whether the target is from developed or non-developed countries has no effect on the
success rate of CM&A, while acquiring targets from developed countries generates
more positive short-term announcement return. Third, state-owned acquirers face
especial challenges. It's more difficult to close a deal, especially when acquiring targets
from developed countries. Fourth, if the target belongs to the same industry with the
acquirer, the deal is more likely to close, especially when the target is from
non-developed countries. Fifth, majority CM&A deals are more difficult to close when
the target is from non-developed countries. Majority CM&A also has positive effect on
the short-term announcement return, but only when acquiring targets from developed
countries. Sixth, cash payment is more welcome to targets from developed countries.
Last, though the average announcement return is positive, the long-term performance

gets worse after CM&A. Through two case studies, this paper also finds that some



market factors, though difficult to be quantified, have important implication to both

success rate and performance of Chinese CM&A.

This paper examines factors related to Chinese CM&A, looking at how differently
the same factor works to success rate and performance, and to targets from developed
countries and non-developed countries. This comparison study contributes new insights

to Chinese CM&A practice.

Key words: Chinese Bidders Cross-border Mergers and Acquisitions  Success

Rate and Performance Comparison Study
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