CHINA BUSINESS 72T
LAW JOURNAL %2~

February 2010 | Volume 1, Issue 2 ; 20104E2R | 148248

Gl S B T I S, BB G RS R
China targets the West

Overcoming the obstacles to outbound investment
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Chinese companies are very

reluctant to buy in the US. It’s too
much trouble
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assist with the transaction and, to, for example, understand
market terms.”

The Chinese market is very different from other major
markets in terms of how local companies seek foreign legal
representation. “Chinese companies rely heavily on referrals
from other service providers and professionals such as invest-
ment bankers and consultants,” says John Yung, a partner in
Sacramento, California, with the Seattle-based firm Bullivant
Houser Bailey. “We will continue to actively market to Chinese
companies through maintaining and expanding such relation-
ships.”

International firms believe they are the obvious candidates
to guide Chinese clients making their first pass through the
maze of North American and European regulatory issues. “Part
of the role of international counsel is to assist the client in
effectively managing these issues in a way that allows the
client to remain competitive,” Strecker adds.

Local firms reach out

Local Chinese firms counter that they are broadening their
horizons. Major Beijing-based firms such as King & Wood have
opened overseas offices while others, such as Grandall Legal
Group, have entered into referral pacts with foreign firms.
JunZelun, a Beijing firm, has a relationship with Kahn &
Associés, a French firm.

Another Beijing firm, TransAsia Lawyers, has forged strategic
alliances with Freehills in Australia and Torys in Canada to
help it access those two key destinations. “I am informed by
our SOE clients that they are attracted by our reputation as
a local law firm with an international flair,” says TransAsia
partner Jesse Chang in Beijing.

However, Chinese law firms often don’t have the depth of
international experience for complex cross-border M&A
transactions, their foreign counterparts say. “If the acquisi-
tion target is an overseas entity, it's quite clear that Chinese
counsel are not able to advise,” says Wendy Yan, a partner in
Shanghai with Minneapolis-based Faegre & Benson.

Yan adds that the choice between whether to hire a Chinese
or international law firm can hinge on the client’'s mindset.
“It depends on the culture of the client,” she says. “If it's a
mature company, they’re inclined to use international counsel.
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On the other hand, a new participant might want to rely on
Chinese counsel.”

Despite their differences, the two groups go out of their
way not to antagonize each other. “We tend to be closer to
Chinese firms than other firms, as we have not and will not
hire Chinese lawyers to compete with Chinese firms,” says
Juan Martin Perrotto, managing partner in the Beijing office
of Madrid-based Uria Menéndez. “Instead, we work with them
and supplement their international capabilities by adding our
expertise and cross-border resources.”

Some lawyers say a combination of local and international
lawyers can help bridge the communication gap. Yung recalls
a recent litigation in the US against a Chinese client. “During
our conference call with our client, our Chinese alliance law
firm also attended a board meeting not only to provide trans-
lation assistance but also to explain US legal concepts,” he
says. “These relationships allow us to more efficiently and
effectively represent our Chinese companies.”

Smaller markets loom large

With law firms from smaller markets, outbound Chinese in-
vestment already accounts for a majority of transactions. “I
would say 85% of our China practice involves advising Chinese
entities on investment into North America,” says Joyce Lee, a
Vancouver partner and chair of the China Group at Canadian
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