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The UK’s Competition and Markets Authority (CMA) has announced proposals to tighten its jurisdiction over mergers in
the military, quantum technology and computing hardware industries. The changes, which are subject to a consultation
period through 12 April 2018, would lower the thresholds at which the CMA and the Secretary of State can exercise their
powers of review and intervention.

Specifically, the CMA is proposing to:

1) reduce the ‘target turnover threshold’ from £70 million to £1 million, and

2) broaden the ‘share of supply threshold’ to catch targets with 25% or more share of supply in the UK, even if the
acquirer has no presence in the sector.

The stated purpose of these changes is to provide the Secretary of State with greater oversight of deals which may raise
national security concerns in the UK. The proposal is consistent with recent regulatory expansionist policies from other
European authorities, including most recently the 2017 amendment of the German Foreign Trade and Payments
Ordinance to increase scrutiny of foreign investments with “public order and security” profiles. (More broadly, see also the
commentary from EU President Juncker’s 2017 State of the Union address and 

Davis Polk’s recent memo
 .)

In addition to broadening the Secretary of State’s reach, the lowered thresholds will result in a greater number of
transactions coming within the jurisdiction of the CMA’s competition assessment. It remains to be seen however how the
CMA will exercise these powers should they be approved, given the anticipated increase in its post-Brexit caseload.
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/690938/merger_guidance_consultation_.pdf
https://www.bmwk.de/Redaktion/EN/Pressemitteilungen/2017/20170712-zypries-besserer-schutz-bei-firmenuebernahmen.html
https://www.bmwk.de/Redaktion/EN/Pressemitteilungen/2017/20170712-zypries-besserer-schutz-bei-firmenuebernahmen.html
http://europa.eu/rapid/press-release_IP-17-3183_en.htm
https://www.davispolk.com/sites/default/files/2017-10-18_tighter_uk_foreign_investment_rules_on_horizon.pdf


If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Matthew Yeowart 
+44 20 7418 1049
matthew.yeowart@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.
This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further details.
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