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1. BEMAMEA SRR

M&A in Europe: favourable conditions

1.

3.

20055 BRI A EEER

Key facts about Europe in 2005
TALEA

Restructuration of industry and services

MABRETNFERNNE

Role and weight of private equity

2. W, BBXER : XEWN

China-Europe relationships: an absolute

necessity
1.  NX{LWEE
Cultural vicinity in the globalization
2. RENTHE
Two prominent markets
3. EHiMyE#E

BRI £ ¥t

Complementary skills

B, RENERAFE : £l RERHER

Cross border M&A with Europe: shortcut to
development

1. #XHEY.....
Strong links...
2. BEHMNFEL

...with better confidence...

3. EKAMRIZE
...for higher long term profits
VIS EIES

Business opportunities / examples

AFLABEAMNITAEFESERNEREDRFERER ?

Why M&A operations will keep growing between Europe and China
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- Map of political Europe

B
2004 B ( 2540NE =R )

Europe since 2004 (25 countries)

45ZA0 (PERL3)
450 millions inhabitants (=1/3 China)

GDP : 11F{ZB i ( BEEXEFF)
GDP: 11 000 billions € (= USA)
A3§24. 4585t ( EEAEW2/3)

Average GDP per capita: 24.450 €/pers (=2/3 USA)
OAMEEER (#E, #E, =B, BAH)

4 large countries (Germany, Great Britain, France, Italy):

-HEAOMN57%

57 % of total population

-5 B GDP#I65%
65 % of total GDP

-A1527.6F T
27.600 €/pers

Elargissements

%Eﬁ - 1951 |:| 1986 Pays Candidals:l:'?gnﬁ;g:;?prevue

Wide discrepancies: L
1973 1995 _

8MNER (650077 A0 ) ] ]

8 countries (65M inhabitants) [ 1981 [ 2004

A¥IGDP/MFRREEAIS0%

© Cowtre dinBrosavion sur { Exnope - Sources d Europe - 2004

with a GDP/pers<50% of European average

MREE : AN AETEER , PEFENSFERHEF

Europe: Diversity with 4 leaders, main partners for China

gy BIUEERHT S
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Europe: one single market?

Asia - Europe

-

- RENRES - {BE
Some objectives of the European treaties But:
are achieved: - {EEMEE 23R EAIES oM
- WBNF@RMAF B 20MERES
Free circulation of goods and Language barriers: 23 main
persons languages + 9 other languages. 20
— NEoEZREKH , F—EH (KK official European languages
7T) - #&, EZE. BEWER
For some countries, one single Social, legal and tax discrepancies
money (€) - RBES (FK)

— 60%RY L B 5 E MR P fRE .
o _ Internal competition (Eastern Europe)
Result: 60% of commercial flux are _ Mae wLB SN ( B ETR )

inside Europe
Social and cultural diversity
(consumer behavior)

- ARDFEF

Weak collective international
leadership

sREERHITe BRMR—IZSrhz
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e DEEP restructuration of European economy

Asia - Europe

-~

o SNRFBIRRIMTZ - WE
Many mature European markets The race for innovation
_ BG4 ST — T EES S EFEL TRED L
. : : Consolidation of industry allows a
Gaining market shares is becoming shared cost of R&D
difficult .
. ERZSFEKES © AREHEe
Slow internal economic growth Availability of funds
— WTETE BTN T EERT

— EHEITEELEH
Going abroad is a necessity
- EWR{LNERE
Effects of globalization

— WEYMEEE

Modifying the value chain is one

e GEFENREENRS

Easy financing for good projects

EZMHE

Many opportunities

FhEEERMNS
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Financing good projects is possible
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e a8 Private Equity schemes

Asia - Europe

Company
Investing in PE Funds
j PE Fund Company
Funds of Funda—)\» PE Fund Company
PE Fund
| Direct Investments w0 G ny

Example of a simplified fund structure

—————————————

re————de————y

I
I
i Etc.
I
I

e e [t
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v Private Equity in Europe (2004)
B il
#5557 #1427 625090844¢’f-* RIEH
Bl
unod  FHEEHR | % R 2K B EERA BXMAR  Total 2004:
Seed |[Start up Expansion Replacement Buy out 6 984 companies
capital Total 2004:
0,15b€ 2,23 b€ | 7,90 b€ 0,90 b€ 25,8 b€ 36,9 billions €
70% /
/
#1:. France
6 billions €
— / >
time
ERFERTITS
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e e e P IVALE EQUItY trends in Europe

Asia - Eu: pH

o i sl RetReee

30
25
EBUY OUT
B Venture capital

20
®
2
9
E/
~ 15 4
&
E
4
>
£

10 -

5

0 - T ‘

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
+HE B A< BY 5T R = ERTMENMAENETZ
+ low cost of loans Easy financing for good projects

B& i i B 2F
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e e FINANCING @N acquisition by LBO

Asia - Europe

B R -

mh ] 2l 3 R E Acquisition price:
Chinese industrial ZOOOEE’RE].OO%E":HQ
investor 20 M€ For 100% shares
: M%&ﬁ% 51% /&%
Financial investors 5106 shace ﬁ.//_'/k%
(PE funds) BT Me _ Former owners
3 M€ 1,9 Mf;.,.r"."/’
30% B4 ’l’_’.,-""’ 19% 17
30% shares - 19% shares
ﬁﬁ 10 M€ ﬁﬁ
Holding (IS s 7 4 Bank
(to be created) | BELEF Loan 5-7 years
refunding
AR
dividends 100% 217
| 100% shares
WA kg R M 2 R
acquired European s i
Company FlREE
EAIAERE  WEHNEI25%
N BAEHRE ) 20-25%
FhEERFRHIT2

.." Ly I_ L ¢
B& ]I'l,.ﬂ}] :&ff The 5th International Conference



i . KHEES

Eurocathay MAN

ey et et China-Europe: vicinity & distance

Asia - Europe

« RAMFAE
Two long histories
o N{LEBERA
Two strong cultures
o BUANERGHHNIT R
Weight of political and state structure
o EENBUAHNER

Legal and political convergence

((AFAEBTRR)

(Same appreciation of good cooking)

FhEEERHNS
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BEER
Language barrier
ERPENRE

Fear of Chinese development

EFRNLEERNES

Comparison and competition with
Central Europe
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A isition work

Two prominent markets

Asia - Europe

- WREZ-KThi

Second world market
o A, EFATH . . AE, BS. ERE®RHE. RE.....

Sophisticated and innovative markets: fashion, auto, pharmaceutical, food & beverage,
services,...

« BEARKEBPRRSWL
Growing services in western Europe
o  FERIER

Primary needs in Central Europe

« REXRENT
Fast growing market
. PU{LER (RE....)
Industrialization needs (equipments,...)
 BEmRFmAER (LAEREXSET )
Call for high quality products (in large cities)
- ZR{LNDHERE
Distribution channel diversity

FhEEERHNS
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v e COMPlementary skills Europe/China

A sia - Eu:rope

EEMHNEHLN (1X1)
Marketing approach with complex markets (1 to 1 marketing)

- EFEFNER (FLEES)

Management of complex processes (industry & services)

- mEEE
Brand management
o SHMTRKFE
High level R&D
« WMESEI
Financial skills
-  ZRE{LHYTTH
Open minded for diversity
. ZFETY EHENNED
Tremendous economic growth Willing to go abroad
. HHERZ
Flexibility and reactivity
. EFRE
Costs of production
- HEA™E
Domestic markets
. AR

e S
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Sourcing — Partnership — M & A

Asia - Europe

-

=REERR

Three ways of collaboration:

1. ®% 3. ##., HW
SOURCING M&A OPERATIONS
- RE, g - HEBHLER
B I;E;Eg{;ple Change ?lbusiness model
No long term commitment B '&qu‘(lﬁ
_ T LiER Long term commitment
No change of business model - %EE@@%M%EE&E&%
- HEHRS Clear leadership and decision process

High risk of copying
2. RE(KREEH)
PARTNERSHIP (Alliances/Joint Ventures)
- CRER ( REEERYE ?
HWRRE ? )
Based on a contract (how to keep it
effective? Whao decides?)

M&A is the strongest link for a good collaboration

FhEEERHNS
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we e EUTOPE/CHINA: @ double lever for M&A

Asia - Europe

B .

932N
RERBRNEANTZ
MM ]

AR (RETLARTTEE )

CHINA MAP

BRAREME
RN 7

m S EFL

BE (ZEMNH )

FEERTW = AR LER

cross border M&A = improved business model

FhEEERHNS
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A isition work

Cross border M&A key factors of success

Asia - Europe

- .
FE~LIREE :

For a Chinese industrial investor:

o EEGRTE
Decision to be taken with a strategic point of view
- BEFRLSHAR
Former knowledge of international business
o RERMEZ AR B
Help from a good expert team in Europe
o BALSHMSIEH
Finance structure for abroad operations
o BUMEIBA\NZT & (R&TEMNN ! )
Smart with European partner team (you need them!)
- WHWENES

Thorough post acquisition integration
XM= R G E BT |
| would say the same to an European industrial investor!

REWXE~WHME (ARRTHREF )

Keep the value of the assets you buy (mainly intangibles)

FhEEERHITS
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iy et oo Business opportunities for Chinese

« JHBm , LHEXBEmME (RE. RE. &8 .. )

Consumer goods, especially with associated brands (furniture, clothing, appliances,...)
o BEXFE(ILFHG. BH, BE, BF, EH......)

Technological firms (mechanicals, electrical, medical, electronics, pharmaceutical,...)
o RE(AREHE, XE, MEFH..... )

Equipments (automakers, trains, aerospace,...)

. ERPOR (FE. RRS. &F. 7R/, Ki....)

Natural resources (oil, gas, metals, ores, lumber...)

PR :

Constraints:
-REER SR
concentration control by EU commission
IR
intellectual rights compliance

R (FENER )

social acceptance (role of medias)

FhEEERHNS
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Asia - Europe

-

. RN LT C EERA SRR AT

French manufacturer of hair accessories French technological firm in public

- BORYIRERTRW (2004) LN

Bought by a Shenzhen plastic Bought by a Taiwanese electronics
manufacturer (2004) manufacturer

o BRI AEENHITILA o HARMAKRTH
':P Fﬁ%ﬂ"]k%% To have an access to European

. ublic markets
To have an access to french fashion P

and distribute on Chinese market ° ?%E“%i&ﬂgﬁﬂt

e EedhEI HILSE To get an innovative technology
- BEFEI WILSE
To load the Chinese factory

- ERENZSH

To distribute on Chinese markets

To load the Chinese factory

FhEEERHNS
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e e CUITE@NT OPPOrtunities

A sia - Eu:rope

-

« BNELFTREER o BTl
Foundry

European chemical products distributor

_ ERONT e - ERMEE

To boost sales in Europe To distribute in Europe

M E 78 &R

To increase sourcing from China

BRER A
Plastic molds manufacturer

. LR (BE. LS. EH) - EFEHEBHER

Equipment manufacturer (energy, cosmetics, To sell technologies in China

medical) _ TIPS
_ REARGEA ERAEE

To get innovative technologies

EBRPETH

To develop Chinese market
EhEE— LY

To produce in China some components

To distribute in Europe

FhEEERHNS
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Sl ™. CONCLUSION

HERED, RRHABKE , BRH :

Next years will be favourable for M&A deals between China and Europe due to:
SEEMMITILESR
the European industrial restructuration
BN E N R R R
the need of changing European business models
-REHZHHER

the Chinese needs

-FEmZINRRE

the growth of Chinese market

HEWER

the availability of money

MR ECLNERICRBRME T RN ER.

European investors are ready for this leap in a strategic view of the world globalization.

FEREEIE ?

What about you, as Chinese investors?
!

Thank you for your attention

FhEEERHNS
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