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Abstract

Cross-border Mergers & Acquisitions have gradually been a main international
investment pattern around the global area, while still at the very beginning stage in
China. One of the important factors for explaining the big gap is the Chinese traditional
backward legal environment which restrains M&A transactions happening on a large
scale in China. On the other hand, a sound regulating system has not been set up in
China after gradually unloosening legal restrictions for M&A by foreign investors in
this new century, which make it possible that foreign investors occupy and monopoly in

Chinese market so that threaten Chinese industrial safety.

China’s system of foreign capital M&A was basically established around China’s
accession to the WTO. It is insisted that:the improvement of legal environment and
strengthening governmental regulation-are two-supreme legal challenges when dealing
with the issues of M&A by Tforeign investors in China. This study is to discuss and
evaluate the main laws and-regulations-regarding the different selections of the M&A

targets by foreign investors in China. It has six chapters to accomplish these goals.

Chapter one serve as an introduction to this study. It introduces the background for
topic choosing, writing purpose and methods. Chapter two gives an overall review the
history of transformation of M&A. Chapter three mainly studies the origin, gestation
and initial establishment of the M&A system in the context of China’s economic reform.
Chapter four focuses on the specific three types of Chinese enterprises, analyzing the
regulations for M&A by foreign investors. Chapter five turns to governmental
regulation over M&A by foreign investors from the viewpoint of China’s industrial

policy and anti-monopoly. Chapter six provides conclusions of this study.
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37 See Hannan T.H. & S.A. Rhoades, Acquisition Targets and Motives: The Case of the Banking
Industry, The Review of Economics Statistics, 69, 67-74(1987).

38 Py o T R H = 2 (Managerialis m Theory) » YR U (-5 R8T 8 % -3 97°¢ ) ek
P RN Y RN R L SO S SRR (agency costf Jﬁn o
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F HEE R ) o I Hl[ﬁﬁ«‘ﬂﬁ"*l Ly > f175(2001) ©

40 gfg,ﬁ [ RS ﬁljjcgﬁéj- 31> Fl 31(2000)

21
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1 16. Gilberto, M.S. and N.P. Varaiya, The Winner s Curs and Bidder Competition in Acquisitions:
Evidence from Failed Bank Auction, JOURNAL OF FINANCE, 44, 59-76(1989); 22. Pettway, R. and
J.W. Trifts, Do Banks Overbid When Acquiring Failed Banks, FINANCIAL MANAGEMENT, 14,
5-15(1985)
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[ 7 lg}ﬁﬁﬁ’j jp U FEFL L o
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corporate renewal, New York: Free Press.
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¥ See Investment Policy Review of China 2006: Open Policies towards Cross-Border Mergers and
Acquisitions,

http://www.oecd.org/document/60/0,2340,en_2649 201185 36478140 1 1 1 1,00.html (last
visited 2007/3/12) - To address these issues and remove other obstacles to cross-border deals, the
OECD recommends that China should cut barriers to foreign investment:

1. Streamline the approval process for cross-border M&A and make it more transparent;

2. Put in place a sound competition framework;

3. Further open its capital markets to foreign investors;

4. Encourage its firms to increase corporate transparency and provide more up to date and
accurate financial information to make it easier to value a potential acquisition, especially
regarding a firm’s liabilities;

5. Relax foreign ownership restrictions. In particular, revise existing catalogues that list the
type of firms that can or cannot be acquired by foreign investors.
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