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Overview

Chinese national oil companies have made a number of high profile overseas asset acquisitions in the last decade or so. According Wood Mackenzie, a total of US$134 billion were spent on overseas assest acquisition by Chinese national oil companies over the 2002-2015 period, primarily between 2009 and 2013. There has been a lot of discussion on whether the Chinese NOCs overpaid in these foreign asset deals.  Many commentators in the market believed the Chinese NOCs bidded too aggressively that the competitors or “overpaid wildly” but there have been very few systematic studies. 
This paper makes a first attempt to systematically examine whether the Chinese NOCs systematically overpaid in asset acquisition abroad using two approaches. An event study will be conducted to examin how the share prices of publicly listed companies that owned the foreign assets change around the announced acquisition date. This will be compared to asset acquisitions made by international oil companies. The second approach is to use a matching method to compare the per barrel value of probable and proven reserve of Chinese acquisitions with those of other NOCs and IOCs. 
Methods

As outlined above, we will use two methods. An event study will be conducted to examin how the share prices of publicly listed companies that owned the foreign assets change around the announced acquisition date. This will be compared to asset acquisitions made by international oil companies. If Chinese NOCs overpaid, then we expect a signifcantlly higher takeover premium of these companies. The second approach is to use a matching method to compare the per barrel value of probable and proven reserve of Chinese acquisitions with those of other NOCs and IOCs. The key is to identify to comparable assets acquired by other companies. 
Results

The preliminary result from a dataset provided by Wood Mackenzie shows that although the values paid by Chinese NOCs in overseas asset transactions ($/BOE) are, on average, higher than non-Chinese NOCs and the Chinese companies account for five out of ten highest trasactions measured in terms of $/BOE of 2P reserve, the difference is not statistically significant. The result holds if we limit the sample to only three largest Chinese NOCs, to assets previously owned by majors and large cap companies, and unconventional resources. The results cast doubt to the “China exceptionalism” literature. We will discuss the results in the context of strategic considerations, acquiring technology, and learning. 
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