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The Choice between Cross-border M&A Greenfield Investment ;
An Economic Analyzing Framework

HU Feng', YU Xiao-dong®

(1. Department of Finance , East China Normal University ,Shanghai 200062, China;
2. School of Economics , Frovian University . Shanghai 200433,China)

Abstract: ' When MINCs make foreign investment, it usually has two choices,namely: cross-border merg-
er and acquisition(M&.A)and Greenfield investment. Cross-border M&-A have become the preferred mode of
oversess investment by more multinational companies, It can be proved that when the strategic value of do-
mestic assets have reached a certain height,cross-border merger and acquisition is certain to happen. Because
of the competitive bidding price for domestic assets made by MNCs, the price of domestic assets is usually
raised to such an extent as higher or much higher than its interior value. It can also be proved that the cross
-border merger and acquisition may raise the equity price of the target company and its effects on the equity
price of the merged company are not certain.

Key words: greenfield investment; cross-border M&.A;market entry
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