 As Vietnam transformed from centrally planned to market driven economy, equitisation of State Owned Enterprises (SOE’s), which is a type of Merger and Acquisition (M&A) activity, was an important objective to be achieved. However, it proved to be very hard to accomplish.  

Now Vietnam faces additional difficulties with that process because of the current economic situation, with high inflation; falling stock market; tightening of credit and dropping property prices. All these factors have brought uncertainty to the Vietnamese economy and its banking system.

M&A activity allows for a win/win situation. The buyer can benefit from investment into a company and the seller can benefit from added investment. Therefore, I believe that M&A activities is a very good way to invest because the buyer is able to look at the performance of a company, over some period of time, before he makes a decision to acquire a holding in the company.  

There are many reasons why an enterprise would want to be involved in M&A activity. Perhaps because it’s suffering a continued loss; or there is a reduction of competitive advantage after some years of operation; even a lack of adaptability to the new business environment; maybe new business opportunities have appeared and a change in the direction of investment is needed; or simply an attractive offer is received from a buyer. Alternatively, it could be as simple as business expansion or a desire to acquire a rival.

Therefore, M&A activity will have a deep effect on the way that business is done and will bring restructuring to Vietnam’s economic structure, it will change the fundamental system.  Companies will grow through merging and acquiring, rather than through marketing and service.

