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Potential role of Asian emerging
economies
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Target market of investments
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Return of Asia to the world economy

Shares of countries from the world total GDP (%))

07 %
ac | Western Europe
30 ~
. United
States
20 - A
15 - China
10 -
S
L —
India
0

0 1000 1500 1800 1700 1820 1870 1913 1950 1973 1998 2005

Sources: Angus Maddison, The World Economy: A Millennial Perspective, OECD
Development Centre, 2001; IMF, World Economic Outlook Database, 2005.

Source: Maddison, IMF



21. Century is changing the balance of

power
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The role of emerging markets is increasing rapidly

Composition of World Real GDP Average Real GDP per Capita

2010-2030E )
CAGR 8.1%
$39T $73T $180T
EM: |
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52% EM: World _ _ _ ______
o 3:6%
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Source: Citi Investment Research & Analysis report “Global Growth Generators,” February 2011.
Note: Asia Deweloped is comprised of Japan, Australia and New Zealand.
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China is becoming the major player of foreign
trade

Figure 3: China has emerged as a mega-trader
Exports, major frade cornidors, 1890 and 2012

Source: IMF DOTS, Standand Chartered Research



Two thirds of world foreign exchange reserves in Asia

Reserves of CHINA by the end of 2010 around 2.8 trillions USD
End of 2011 ca 3.5 trilllions and end of 2013 ca 4 trillions US

Vietnam
Philippines Asia’s FX reserves USD 4.3
Indonesia trillion
Malaysia World’s FX reserves USD 6.7
Thailand trillion
Singapore
Hong Kong
202
South Korea B Dec-97 O Latest

238

Taiwan 292

11003
Japan _
China _ 1 1946

0 250 500 750 1000 1250 1500 1750 2000 2250

USD bn (end of Feb 2009)

India

Source: Bloomberg , Credit Suisse



China foreign reserves 2009-2012

Foreign-exchange reserves
(US$ m)
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Source: The Economist Intelligence Unit.



Who has capital to invest?

UAE. Abu Dhabi Investment Authority  $627 bil.
| Norway Government Pension Fund "5451 bil. 1 China 53,197 bl
| Global | 2 Japan §1,138 bil.
Saud Arabla Saudi Arabian Monetary Agency 5429 bll, 3 Russia § 531 bil
China China Investment Corp $300 bil. | 4 Saudi Arabia § 497 bil,
‘HongKong  Hong Kong Monetary Authority  $277 bil. S  Tawen $ 400 bil
. Kuwait Kuwait Investment Authority ~ $277 bil. 6 Brail § 351 bil.
' Canada La Caisse de dépot et placement ~ $197 bil, 7 India § 318 bil,
| g Quuibec 8 SouthKorea  § 311bil.
Hwme T.;:m :;:EE e a5 9 Switzerland § 289 hil,
Singapore Temasek Holdings $133 bil, 110 Hong Kong $ 277bil |
China The National Council for Social  $114 bil, 17 USA. $ 143bil.
Security

Source: CNBC, Sept 2010



Financierto the world?

China is the biggest saving nation

Thedomestic financial assets of China were
$17.4 trillions and this is third after USA and
Japan

China Outward FDI stock increased by 44%
compared with 2007.

Since 2009 China is investing into Latin
America more than Inter-American
Development Bank and World Bank.

China stock of outward foreign direct investments
was $477 billions by the end of 2011



China outward FDI flows 19932013

(mill. USD, current prices, current exchange rates)
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China outward FDI stock 1993-2013

(mill. USD, current prices, current exchange rates)
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Stock of OFDI is nearly 2 trillions and rapidly gro  wing
DOUBLED between 2008 and 2013
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TOP HOST ECONOMIES IN 2012 Kellelon raha investeeringuteks?
Linit: % billion
2011 2012

------ United States 168

1

2 Chinese mainland .. .

G- Hong Kong @ H“na Wlth HOng Kong
5 oo Bragil [ N6 : :

- IS the biggest

10

o

~British Virgin Islands [l 65

""""" United Kingdom 62 receiver of the
uasrasnsnsassenssinenss Aygichpalia 57 : ; ;
< S S p foreign direct investments
- Russia = 51
12 Canada [l 45
ICiIP:L !‘#UESTOR ECONOMIES IN 2012
2011 | 2012
: (SRR United States 329
2 B = | o T g 123 _ _
6 -Chinesamair&and But China invested outward
R ong Kong .
B Uaed st - in 2012.a. more than
oo Germany 67 Germany and UK together
12 Canada B0 54
r i e > (¥ LA 51 Hl Ceveloping economy
R e v Switzerland 44 Developed economy
10 British Virgin Islands Il 42 I Transition economy

Source: United Nations Conference on Trade and Development LI/ CHIMNA DAILY



Kuhu Hiina investeerib?
CHINA'S GLOBAL REACH | e e e S L e
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Figure 2: Chinese FDM in the US vs. EU by Industry, 2000-2012

Agsregate investment flows, USD million
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Classification of biggest Chinese MNC by industry types

Foreign
Saets Number
Industry type Industries included (USD of Bisoa Companies
million)
China Ocean Shipping (Group)
Company, China State Construction
Transport and 50 199 Engineering Corporation, China
Labor-intensive storage .construction, ' & Shipping (Group) Company, China
real eslate Communications Construction Co. ,
China Railway Construction Corporation
Lid, Sinotrans & CSC Group
China National Petroleum Corporation,
Sinochem Corp.
Natural Oil and gas, metal and 27 364 5 China National Offshore il Corp.
resource-related | metal products ' Sinosteel Corporation
China Minmetals Corp
Shanghai Baosleel Group
?ﬂ: : ;g:lni;:ﬁ:d ZTE Corp., Lenovo Group, Shanghai
Manfacturing household electric 8.975 4 Automotive Industry Corporation
. (Group), Haler Group
appliance, lelacom
products
Project construction, = "
it banking, energy and 47,411 : b n;”ﬂﬁ Beijing Enterprises

mining, wholesaling,
elc,

Source: FUDAN-VCC survey of Chinese multinationals, 2010.




China outward FDI in 2005 and 2013

Geographical expansion of China's 0DI

Germany
2005: 129
20130 011
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9 9 OOQ > 9 Singapore
@ Counties where China invested in 2013 Angola 2005: 20 "]
9 2005: 0.5 o 2013: 033
Selected countries: 0 M Kenya Indonesia
Investment flow in US$m, 2005 2005: 2 2005: 12 (* ]

2013: 231 2013: 1,563
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Types of Chinese investments abroad

Portfolio investment

Liquid investment
China holds $1.3trIn T-bills
Total reserves $3.4trin

Real estate investment

High net-worth
individuals
Residence permit,
passport key drivers

Source: Financial Times, US Gov Treasury

Source: O.Akemu, W.Deng. Chinese investment in the

‘Retail’ investment

Owned by immigrants
Small scale

Not tracked by
investment agencies

Foreign direct investment

Purpose is control of
Dutch enterprise
Encouraged by
investment agencies

Netherlands.Patterns and drivers.2013



Why firms from China are investing abroad?
Access to markets, new technologies and raw materials

Reasons for Investing Overseas “a of Companies Surveyed
Increasing Market Share 254
Learmng or Introducing Advanced Foreign Technology 11.2
Acquuring Information 10.5
Acquiring Advanced Foreign Technology 10.3
Diversifying Operating Risks 89
Purchase Local Raw Materials and Export to China 7.8
Local R&D 6.9
Lowenng Cost of Baw Matenals 6.8
Others 6.7




Motivating factors of Chinese outward
Investments

Firms improve technology,
capabilities by acquiring high-

Industry upgrade i
end companies

Boost domestic Firms acquire brands to
consumption differentiate products
Reduced

SestHcEons 6 SMEs become bolder, better
EDI organised to venture abroad

Demand for (new, clean?)
Resource scarcity energy.Active government
support




Motivating factors of Chinese outward investments
In Europe (example of Netherlands)

YOUNCHMAMN

NEVINES > @ WESE

Technology . . ]
- Internationalise to gain technology. but focus largely
o on Chinese market
2
-E
=
c Linkages with
E other firms
Q
E Build
ut 3 I:-' .l ’ , " . -
o relationship "‘Qq iﬂﬁis“”{i@’mﬁ “l FOSUN=ES
(brand,
marketing) Chinese consumers more ‘demanding’. Firms
internationalise to acquire established brands
 principally for Chinese market
v
: ‘el
Pri
@) wEs Many Chinese companies compete here

Local market

NCMG  cImMC 4

Internationalise to gain technology, develop
innovative capability, open channel to ‘sophisticated’
European market.

Q PEEERAAMAL T

Internationalise as part of diversification strategy

e

HUAWEI

Acquire, build own brand internationally. Move
beyond being ‘Chinese’ company

ﬁ aﬂ i: O HIKVISION

Internationalise to NL to sell essentially same

~ product as in China. Many SMEs do same

International market

Market focus
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e el

Sector / industry 20047 2010
All sectors / industries 44.8 316.5
. . . . o "
Chinese outward foreign direct investments N0 LOA%E
Primarv . . 6.8 47.3
by economic sectors in 2004 and 2010 15.2% 14.9%
Acgriculture. forestry, and fishing 0.8 2.6
1.8% 0.8%
Mining. quarrying and petroleum 6.0 447
13.49 14.1%6
Secondary 4.5 17.8
10.0% 5.6%
Manufacturing 4.5 17.8
10.0% 5.6%
Construction n.a. 6.2
2.0%
Services 33D 251.4
74.8% 79.4%
Leasing and commercial services 16.4 97.3
36.6% 30.7%
Financial services n.a. 55.3
13.3%
Wholesale and retail 7.8 42.0
17.4% 13.29
Transport, storage and postal services 4.6 23,2
10.3% 7.3
Information transmission. computer services and software n.a. 8.4
2.79
Real estate n.a. T3
2.3%
Scientific research. technology services and geological prospecting n.a. 4.0
1.3%
Electricity, gas and water production and supply n.a. 3.4
1.1%
Residential services n.a. 3.2
1.0%
Water conservancy. environment and public management services n.a 1.1
0.3%
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What is the role of Chinese OFDI in Europe?

The debate continues...

Fuelling Europe or on a shopping spree!’

Source: O.Akemu, W.Deng. Chinese investmentinthe  Netherlands.Patterns and drivers.2013



EU and US are turning into major recipients
of China’s OFDI

» global financial crisis- External capital was

welcomed to stimulate the recovery in Europe and
USA

* Chinese OFDI flows started slowly- still
diminutive but with the strong growth trajectories

 Two motives strong
a) market access
b) acquiring strategic assets (e.g. technology,
managerial know-how,brands)
through M&As.



Rapid growth of outward FDI

during economic crisis -
Chinese FDI stock in Europe (million €) T

e 592
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Source: Investments Register. Ministry of Economy and Competitiveness.
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Source: Eurostat, 2013




EU and US are turning into major recipients

of China’s OFDI
e According to an Ernst & Young (2014) survey,
Chinese investors bought 120 companies and
shareholdings in Europe in 2013.

e This number was 119 in 2012

 Initially the majority of M&A deals were
small/medium-size

e gradually large M&A deals growing in
number.They are likely to grow larger.

e Chinese MNCs and business enterprisesraee alia
trying to improve their competitiveness in the global

and domestic markets

Huang, P. C. 2014. “Chinese Prefer Buying German, British Companies”. Khua News,
Beijing. http://www.globaltimes.cn/content/840457.shtml. February 1.




Table 4.

Chinese investment in the European Union by country

GERMANY
FRAMCE

UNITED KINGDOM
ITALY

SPAIN
METHERLANDS
SWEDEN
POLAND
BELGIUM
AUSTRIA
DENMARK
GREECE
FIMLAMND
PORTUGAL
IRELAMD

(ZECH REPUBLIC
ROMAMNIA
HUNGARY
SLOVAK REPUBLIC
LUXEMBOURG
CROATIA
BULGARIA
SLOVEMIA
LITHUANIA
LATVIA

CfPRUS
ESTOMIA

FDI 5TOCK
(USD MILLION)

24
3724
2531
445
380
665
1531
201
141

49

3
33
157
69
126
475
26
7082

Lo I = T T S |

NUMEER OF GREENFIELD
PROJECTS

3
53
124
36
38
33
14
26
20

n'a
n'a

n'a

Source: MOFCOM, Bldbfberg July 2013

NUMBER OF
ACQUISITIONS

66
33

e TR 8

I = T = N o e e e T ¥ I o - ¥ e o I I ¥ )



Mergers and acquisitions of Chinese multinationals 2010

Transaction
Acquiring Target Shares value
Year | Target company Target industry acquired b SR
company ¢ y economy (%) (US$ millio
n)
. Repsol YPF Brasil | Crude petroleum and _ :
2010 | Siopec Group =PEC R Ok pE® © | Brazil 40.0 7,111
SA natural gas
; Syncrude Canada Crude petroleum and .
2010 | Sinopec Intl. ‘ ] Canada 9.0 4,650
Ltd. natural gas
Crude petroleum and - :
2010 | CNOOC Litd. Bridas Corp. P Argentina 50.0 3.100
natural gas
PetroChina Intl Athabasca Oil Crude petroleum and i
21511 1 it e == LR | e 60.0 1,737
Invest Co. Ltd. Sands — Assets natural gas
China Investment Management ek - . -
2010 ! ESHHE AES Corp. , e United States 15.8 1,581
Corp. (CIC) investment offices
Zhejiang Geely Volvo Motor vehicles and : _
2010 N = ) Sweden 100.0 1,500
Hldg Grp Co. Ltd. | Personvagnar AB passenger car bodies i
-~ . Hong Kong, _
2010 | ICBC ICBC (Asia) Banking b ¥ 27.2 1,395
(China)
2010 CNOOC Chesapeake Oil, Crude petroleum and United Stat i 1 080
201( : Inited States 337 .08C
International Ltd. | Gas Asts. TX natural gas -
China Investment | Penn West Energy | Management "
2010 2 , - e Canada 45.0 800
Corp. (CIC) Trust — Asts imvestment offices
CRCC-Tongguan | Corriente Offices of holding -
2010 g E Canada 100.0 550

Invest Co. Ltd.

Resources Inc.

companies

wr 1 Fa ]

™ - ™

Source: The author. based on Thomson ONE Banker. Thomson Reuters.
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Motivating factors - CASE of Spain

Chart 4.
Reasons for Chinese firms to invest in Spain

NATURAL RESOURCE SEEKING |

ACCESS TO TECHNOLOGY AND R&D
RESPONSE TO LOCAL COMPETITION
OVERCOMING TRADE BARRIERS
OPERATIONAL COST SAVIMNGS
ACQUISITION OF LOCAL BRANDS
DIVERSIFYING RISKS

IMPROVING LOCAL COMPETITIVENESS
STRATEGIC ASSET SEEKING |©

EFFICIENCY SEEKING |

ACCESS TO MANAGEMENT TECHNIQUES
MARKET SEEKING |

PERCEFTION AS A LOCAL COMPANY
ACCESS TO QUALIFIED PERSONNEL
PHYSICALLY LOCATING NEAR THE CUSTOMER
ACCESSTO DISTRIBUTION CHANNELS
ESTABLISHING A PHYSICAL PRESENCE
PROVIDING SALES SUPPORT

OPENING UP NEW MARKETS

Source; Own research. Minimum score = 0; maximum score =75

Source: China investment in Europe, ESADE, 2014



Classification of Chinese firms investing abroad
by their size and ownership

A feel for range of ‘parents’

ed ‘
. 2 Pt o & [)‘,
QW Pl - w
Very large LTEh ®xeMG = HEAE

> (>$500min) @

g { EERS
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b WORLD
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s NAVINEO> SNﬁgC' n LEPU MEDICAL

(=] " - &
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Small, medium SJLMAG v,
($1-50million) A° T e
WA i 9 AT g 8]
Bﬁ Shuguang ~ Rl s ~ V]
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Source: Company websites, annual .
reports; Orbis database; CDntrO"lng party

Examplestakenfrom Netherlands case



Chinese Investors are young

53% of Chinese firms less than 5 years old

MNumber of Chinese subsidiaries established in Metherlands per five-year period between |980 and 2013

250
53%

200

150

2%
100

> L/

Before 1980 1980-1989 1990-1999 2000-2004 2005-2009 2010-2013

Source: own analysis of 441 NL firms with Chinese ultimate owners in Orbis database



China's Growing OFDI

and policy drivers

Enablij icies

2009:
350 1997: 2004 May: new regulatory
X MOFCOM releases framework
(zhua Qa GuidelinesFor Implemented to further
300 fang xiao, [ | 2001: [ | Investmentin Overseas easeand
grasping China joins Countries Industries; decentralize approval
the_large and the WTO, Regulatory process procedures
250 ltﬁttmg gﬁOOf | inadvance  [| Furtherreformed, forex
D:cfzrgtiznn of which controlseasesin his
» 200 c — great | People’sCongress, Premier strategy
2 ongress Progressin Wen Jiabao advocates emphasized
§ Laysg‘e. liberalizing speeding up of Go Global againin11h5
o 150 fou:;] at|or(1j — itstrade, — and more effective YearPlan
5 orthemodem Financial coordination of Chinese
= and
m 100 investment
1992:Deng
Xiaoping'’s
50 ‘Southern 2002: Go Global
four to strategy confirmed
promote at CCP 16" congress
0 overseas
investment ' ' N A
%%%%%%%%%%%%%%%O’Wﬁé%%%
SR SR SHEPR. SHEUR. SHER. SR SR SHER. SR SHER. SR SR SR SR R SHER. R R R RS
Y % B P P P S B B B P P B B B B B P B b b
L R il e b LR LN L B LB i e L e L L e e
juFlows: e J@Fﬁ*ﬁ.f‘....@W.’fﬁ?.?ﬁﬁ*ﬁi.?iE.FEJT.ﬁ.T...ﬁ}ﬂfﬁ.ﬁm..@ﬁﬁf‘.5..%$.T§T...ﬁﬁ?*ﬁf‘.,.?.-ffl?fﬁ.
‘m Stock ; oEAsR EAKR L EAKR ARKR BAKK ERKX ARk EAKK EREKK

In 2001, China’stenth Five-Year Plan (2001-2 005) formalized the directivefor Chinese com paniesto “Go Global,” a strategy to
gain accesstoneeded resources, stimulate the export of goods, and grow China’s m ultinational businesses and brands. Beijing has
provided diplomaticsupport, favorabletax exemptions, insurance, and, critically, access tolow-cost finance.

WORLID RESOGURCES 1NSTITUTE



Growing

Chinese OFDI Stock in Africa (2010)

Investment and BEEX ERES BAER EREX EBRER ERER
Trade in Africa South Africa. | | | |

Nigeria |
China’s investment position in Zambia |
Africais accelerating rapidly, Algeria |
rising from an OFDI stock of less SEdZ(; i
than $500 million in 2003 to Niger |
$13.04 billion in Ethiopia :
2010.11 Reportedly more than Angola |
7,900 Chinese enterprises are Egypt |
now established in Africa, with Tanzania _ | N
businesses ranging from home Source: MOFCOM OFDI Bulletin 2010 USD Million

appliances, textiles, clothing, infrastructure, power generation, and natural resource
extraction.!'8] Returns on investment by Chinese companies in Africa are reportedly
higher than in other developing countries: from 24%-30% compared to between 16%-
18%, according to the Ministry of Foreign Affairs.[?9]

Africa as a region has increased its rather minor share of China’s total trade from 2% in
2001 t04.5% in 2011.1201While China’s volume of trade with other regions is far more
significant, the opposite is true for many African countries: China has become Africa’s
largest export destination and the second largest source of imported goods. South
Africa recently announced that it would prioritize China and India as these countries
are now its biggest export markets.[21]

WORLID RESOGURCES 1NSTITUTE



Greenfield investments made by Chinese
multinationalsin 2010

Investment
Year Investing company Industry Host economy value
(US$ million)
2010 | China National Petroleum (CNPC) Coal, o1l and natural gas Cuba 4.500
2010 | Jinchuan Metals Indonesia 2.000
2010 | Rongsheng Chemical Fiber Coal, oil and natural gas Egypt 2,000
_ China State Construction Engineering : S _
2010 — N N Coal, oil and natural gas Nigeria 1,913
Corporation (CSCEC) .
| China State Construction Engineering _ . s
2010 , e Coal, oil and natural gas Nigeria 1.913
Corporation (CSCEC)
China State Construction Engineering ; 5o
2010 ( , - N Coal, o1l and natural gas Nigeria 1,913
Corporation (CSCEC)
2010 | China National Petroleum (CNPC) Coal, oil and natural gas Cuba 1.300
2010 | State Grid Corporation Metals Russia 730
2010 | China Huadian Corporation Coal, oil and natural gas Russia 700
2010 | Haier Group Consumer electronics India 678




Location of
headquarters of
Chinese biggest
multinationals

Shanghai

Source: FUDAN-VCC survey of Chinese multinationals, 2010.

OG ua g{iongl

- Beijing - Shanghai

1.CITIC Group 6.China Shipping(Group)

2. China Ocean Shipping Group Company Company _ _

3. China State Construction Engineering Corp I5.Shanghai AUtO_l’ﬂOUVE

4. China National Petroleum Corporation Industry Corporation(Group)
5. Sinochem Group 17. Baosteel Groun Corporation
7. China National Offshore Oil Corp

8.China Communication Construction I Shandong
Company Ltd. pa—

9. Beijing Enterprises Holdings Ltd. 18.Haier Group

10. Sinosteel Corporation Guangdong

I'l. China Railway Construction Corporation

Ltd 12.ZTE Corp.

13.Sinotrans & CSC Group
14. Lenovo
16. China Minmetals Corp.



Greenfield investments made by Chinese multinationals i2008-2009

2009 | Wuhan Iron and Steel Co., Ltd. (Wisco) Metals Brazil 4,000
2009 | China Metallurgical Group Corporation Metals Afghanistan 2.900
2009 | China National Petroleum (CNPC) Coal. oil and natural gas Iran 1,760
2009 | China National Petroleum (CNPC) Coal, oil and natural gas Sudan 1.701
2009 | China National Petroleum (CNPC) Coal, oil and natural gas Oman 1,657
2009 | China Huaneng Alternative/renewable energy Singapore 1.431
2009 | Tianjin Pipe Tools United States 1.000
2009 | China National Petroleum (CNPC) Coal. oil and natural gas Costa Rica 1.000
2009 | SAIC Chery Automobile Automotive OEM Brazil 700
2009 | China North Industries Group (NORINCO) Elull{t“::; aBc constmrion Russia 616
2008 | China Petroleum and Chemical (Sinopec) Coal. oil and natural gas Vietnam 4,500
2008 | Citic Group Real estate Angola 3,335
2008 | Shanghai Electric Power Engines and turbines India 3,000
2008 | China Union Metals Liberia 2,600
2008 | Shenzhen Energy Group Coal, oil and natural gas Nigeria 2,400
2008 | China National Petroleum (CNPC) Coal, oil and natural gas Turkmenistan 2200
2008 | Xinxing Group Metals India 2.159
2008 | Aluminium Corporation of China (Chalco) Metals Peru 2.150
2008 | China Petroleum and Chemical (Sinopec) Coal, oil and natural gas Saudi Arabia 1.657
2008 | China National Petroleum (CNPC) Coal, oil and natural gas Chad 1,587
2008 | China National Petroleum (CNPC) Coal, oil and natural gas Niger 1.587

Source: The author, based on tDi Intelligence, a service from the Financial Times Ltd.




Mergers and acquisitions of Chinese multinationals in 2009

Yanzhou Coal

Felix Resources

2009 Mining Australia 100.0 2.807
Mining Co Ltd Ltd ; ;
OAO Mangistau ) .
2009 | Investor Group . St Oil and gas Kazakhstan 100.0 2.604
MunaiGaz =
oo | China Minmetals | OZ Minerals Ltd- - _ = = <
2009 = ) Mining Australia 100.0 1.386
Nonferrous Met certain assets =
: Cathay Pacific ) Hone Kone, " _
2009 | Investor Group ; e Transportation S].l“ e 14.5 948
Airways Ltd (China)
.| Fullbloom KazMunaiGas Expl y
2009 ¢ ] l"‘\ ] Oil and gas Kazakhstan 11.0 939
Investment Corp & Prodn JSC
_ China Investment Hong Kong.
2009 : SR Noble Group Ltd Investment Slﬁ e 15.0 854
Corp (CIC) (China)
China Investment | South Gobi Energy . " _
2009 . . : = Mining Canada 25.0 500
Corp (CIC) Resources N
Hunan Hualing
' : = Fortescue Metals o : _
2009 | Iron & Steel PriesEHE A Mining Australia 8.4 408
Group Ltd
Group
Hunan Hualing
_ g Fortescue Metals _ . _
2009 | Tron & Steel o Mining Australia 9.8 409
Group Ltd
Group
CITIC
: ; China CITIC Bank Hong Kong,
2009 | International l Investment & RORS 70.3 403

Financial Holding

Corporation Ltd

(China)




Mergers and acquisitions of Chinese multinationals in 2008

Standard Bank

2008 | ICBC Banking South Africa 20.0 5.617
Group Ltd N
_ China Merchants Wing Lung Bank . Hong Kong.
2008 = N Finance N = 3.1 2,474
Bank Co. Lid. Ltd. S (China)
| China Merchants Wine Lung Bank . Hong Kong,
2008 = = Finance = = 44.7 2,082
Bank Co Ltd Lid e (China)
. : Tanganyika Oil Co. , :
2008 | Sinopec Lid s e Oil and gas Canada 100.0 2,029
. a Hong Kong. 5
2008 | CITIC Group Ltd | CITIC Pacific Ltd Conglomerate (C‘hi;n} 5 39.9 1.500
2008 | Sinosteel Corp Midwest Corp Ltd. | Mining Australia 100.0 L3lT
CITIC Intl Finl Hong Kong, :

FJ " - 5 ¥ 5 - — = j Y o
2008 | CITIC Group Ltd Hidg Lid Investors (China) 15.2 835
. Machinery .
2008 | Investor Group | CIFA SpA i Italy 100.0 784

manufacturing
i Machinery _
2008 | Investor Group CIFA SpA N }1.;1e13 : Italy 100.0 147
manufacturing
' Finance and o : -
2008 | ICBC Seng Heng Bank e kg Macau, (China) 19.9 593

imsurance
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?! Wi =, :
&q_g‘ State-owned Assets Supervision and Administration Commission of the State Council

« 2012 a newpolicy —actvities of state owned firms abroad
support the achievment of the goals of China socio-
economic developmen and faclilitate structural change of
Chinese economy

— State owned firms must infor®ASAC about their
Internal rules about managing foreign direct
Investments,management teams and their areas of
responsibility, how investment decisions are madenow
risks are evaluated and audited etc.

— New rule —state owned firms are not allowed to invest
outside of their main business activites

VERY STRONG GOVERNMENTAL SUPERVISORY
SYSTEM IS IN PLACE NOW



Foreign direct investments by the state owned
multinationals

50 biggest state owned MNCs controlled in 2010 assets
around 2 trillion USD or around 10% of world FDI stock

Out of 200 biggest non-financial MNCs 49 were state owned
— 23% of them had state ownership above 50%

— 20 located their headquarters in developed countries (US$1.4
trillions of foreign assets)

— 29 located their headquarters in emerging markets (US$0.4
trillions of foreign assets)

These numbers are much bigger if we consider Sovereign Wealth
Funds (SWFs)

— STATE OWNED MNCs ARE GROWING PLAYERS IN THE
FIELD OF FOREIGN DIRECT INVESTMENTS
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Biggest Chinese multinationals in 2008

Assets Sales Employment
Rank Name Industry _ .
Fareign Total Foreign Tedal Faredgn Total
1 CITIC Group Diwversified 43750 | 238725 5427 | 22230 18 305 80 650
2 China Ccean Shipping (Group) Company | Transport and siorage 20 345 33483 12 (B0 256 762 4 581 &7 643
3 China Saie Corstruction Enginesring Comp. Construction and real estate 13 823 20019 5482 27 094 30448 | 129068
4. | China National Petroleum Corporation Patroleum axpl./ral dislr. 9408 | 264 016 4384 | 165224 | 20489 | 1086966
5 Simochem Corp. Petrotaum expl.red /distr. B 409 19 B25 34 218 44 280 225 26 632
& | China Shipping (Group) Company Transport and storage 5062 15227 5763 10 116 3223 | 45598
7 | China National Ottshora Oil Corp. Petroleum expl./rel /distr. 5247 58 917 4475 | 28028 1738 51 000
8 | China Communications Construction Co. | Construction and real estate 4010 31 811 5598 | 25740 1703| 93019
a Beipng Enterprises Hokdings Lid. Daversified 3 62 6670 2524 2530 28 260 37 000
10 | Sinosteal Corporation Matals and metal products 3514 13419 4 541 227157 5538 42 363
11 | China Raitway Construction Corporation | Construction 3146 32 204 2475 | 315N 18613 | 190545
Telecom equipment and
12 | ZTE Corp. natwurl-:lng solutions 3143 7 bd2 3 Bal B 373 189031 61 350
13 | Sinotrans & CSC Group Transport and slorage 2813 7152 609 8793 389 48 405
14 Lanovo Group Private ;ﬂl_ i-l-E':ﬁ and relawd 2732 & 308 £ 487 14 501 5201 22 51
15 | Shanghal Automotive Industry Caorp. Automobiles 237 2173 2214 | 22138 7179 82 336
16 | China Minmetals Corp. Metats and medal products 1 654 12454 J 886 25045 809 52 345
17 | Shanghai Bacsteal Group Metals and metal products 1091 51838 4890 | 36300 216 | 128 408
18 | Haier Group Private household alectric appliance 784 8432 1108 2400 5 889 B0 657
Total 133949 | 860973 | 112101 | 522182 | 171838 2316466




Invest in China

the Department of Outward Investmentand R
Economic Co-operation of MOFCOM

e —

« Chinalnternational Investment Promotion Agency
* hittp://www.fdi.gov.cn/1800000121 10000041 8.html

 Qutward investment project database

The China International Investment
Promotion Agency in Germany

was inaugurated in the German
capital of Berlin on October 10, 2014




(elqissod s ¥n3 uoliw G'f) 821d

MO| aAlefal e 1e paseyaind aq ued 1] “Aoidnnjueq Jo abiaa sy uo si dnoub sy ‘Buioueul ul swajgoud
01 anq “Ansnpui ayy ul paziubodal usag sey yoiym ‘sapsiAe BuLinioenuew Jnoge abpajmou|
[eaibojouyaa) sassassod dnoub ay] ¢, sia1doaljay 1eas-aAll, sia1dodiay 1eas-om] welbojy

-0Gt¢, aue|d asodind-juswisAow aulbua-auo 12as-oMls, :apnjoul s1Pnpold Jisy | saluedwod om]

10 SISISU0? pue sia)dodijay pue saysiAe sainioeinuew 1ey) dnolb uewlsss) e si Auedwod 1abie)l sy |

S1Ua1u02 103lo.d Jo uonduasa(g
pajoelne st

SIEIIOp "' puesnotp Us 1 05y 2 0] JUSWISaAUI JO JUNOWE |B)JO |

sabejuenpy 193fold
SIE||OP SN puEesnoyl Us] QS s|elde9 10a(oud Jo Junowe 1o

Auewlan uoneoso

JusalllSaAU] pajewsy Bulnioeinuew

Ansnpu|
awdinba uoneuodsuel) ayjo pue ‘ededsolse pue uoneiAe ‘diys ‘Aemjiel ‘Bulinipeinuep

8pOJ\| JUSLLISaAU
°U10 POIN |

s108(oid Jusunsanul Alinbg adA] 193l0id
el-e-GL0c aleg

(s)awil gze :smoug
(8)aWL1 0 JUELIOd SB By S3)18IAY 10 Jainloeinue) UBusD) v awep 123loid

‘Ojuj Jiseq u—um_.o._n_ _|\-”_ uondiiasaq j09load

A

3SVaVLYA NOLLYINHOANI LO3r0¥d INFWLSIAN ‘€ ﬁ#

BLLIWIOY jJo ARSIUI




"asn 00'Z919+L ¢ ‘Aiddns Jamod |eou1o9)e Jo UoneLodsUEl] YI0oM8U [eUONEU B pling Sjua]uo9 103loid Jo uonduasaqg

nessig-eauins) pue eulyy usamiaq uoneiadoon 1o ajeAld-a1and SUOIIPUOd J01SSAUI Jo uonduasaq

uoloalold
Juswiuodiaug Jo uonduosag

pajoellie

SIEliop 's'n puesnoly Usl vlee 2Q 0] JUSWISaAUI JO JUNOWE |B}O |

sSIg[|op "S'N pueshoyl us] L€ s|ejded joafoud Jo Junowe |e}o]
JUWIS3AU| pajewl)sy

nessig eauing) ‘ealy

Aiddns pue uonoanpoud Jsjem pue seb ‘Jesy ‘Al0109)e

J3Yy10 ‘uoneladood‘uiol

s1o8loid Juswsanul Auinbg

G-cl-€10c

(s)awil €1 :asmoig
(s)awi] Q :uenoduw se yiepy

ABisus 2111933 JO YIOM]SN [euoneN

uonduosap joaloid

uoneooT

Ansnpu

SPO|A JUSWIS3AL|
adA] 109l01d
aeq

awep 13loid

uonduasaq joaloid

A

kil LIl 35VEVIVONOLYIWHO:NI 103rONd INFWisaant € b

BLLIWIOY jJo ARSIUI




Bilateral investment treaties — China and Europe

The “go global” policy is maintained and strengthened by
an increasingly active investment diplomacy

China has signed treaties of this kind with 26 European
countries: Austria (in force since 1986), Belgium and Lu-
xembourg (2009), Bulgaria (2006), Cyprus (2002), the
Czech Republic (2006), Denmark (1985), Estonia (1994),
Finland (2006), France (2010), Germany (2005), Greece
(1993), Hungary (1993), ltaly (1987), Latvia (1997), Lithua-
nia (1997), Malta (2009), the Netherlands (2004), Poland
(1989), Portugal (2008), Romania (2009), Slovakia (2007),

Slovenia (1995), Spain (1987), Sweden (2010) and the
United Kingdom (1986).



How Chinese governmental institutions approve outward
foreign direct investment proposals

PBC

Approval

Approval

' Industry regulator
(CBRC/CSRC/CIRC)

Approval

Approval

Ownership |- findustny Proposed Approval agenciesrand processes
identity investment by Days of approvalprocesses are provided:if specified-in the regulatory' documents: for-approval;
Chinese "Approval'if an-approvalis required but the daysof approvaliprocesses are not specified;
investor(s) "Informed""ifino approval is needed but aireport is required:
(Millions of MOFCOM NDRC SASAC
dollars) Provincial Central Embassy or Provincial | Central
consulate office
(Consultation
only)
Natural 2300 <10 days 30 days
resources (and, |100 ~ 300
for NDRC only, |30 ~ 100
nformed
transport and |10 ~ 30 d
i <20 days
infrastructure) 10 y <20 days
central SOES [yihars >100 <10 days 30 days
excluding 30 ~ 100
financial 10 ~ 30 nformed
services <10 <3 days
Financial >100 30 days
services <100 nformed
>300 30 days
Natural 00~ 300 <10 days <20 days <10 days
resources (and, nformed
for NDRC only, |30 ~ 100 A |
transport and |10~ 30 <20 days pprova
infrastructure) <10
sub-national
>1 <1 <2 <1,
SOEs and non- 0ther§ 00 0 days 0 days 0 days 30 days
SOEs excludvlng 30 ~ 100 20 days nformed
financial 10 ~ 30 pproval
services <10 <3 days
- ial >100 <10 days <20 days <10 days 30 days
ma_nua 10 ~ 100 nformed
services pproval
<10

Sauvant, K.P.,and Chen, V.Z. (2012). The salient features and drivers of Chinese outward FDI

. Paperpresentedat Crawford School at Australia National

University.
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Opportunities for Estonia in this framework?

China and other Asian countrias markets

Entrepreneurs from China and other Asian countries as
the potential investors into Estonia

Prerequisite — activities leading to the better understanding
Asian markets and investors

(language- and cultural studies, students exchange, cooperation
with Chinese universities ...)

Analysis of interests of investors from Asia what could be
Interesting for them (in three dimensions — market/location,
resources, knowledge)

Analysis of interests of public sector of China and other
Asian countries— which services do they need ( e.g. e-
government solutions)



Example - Jilin province opened in 2013 a trade office
for Nordic and East European regions in Tallinn

* Investment and cooperation treaty between Enterprise Est onia
and Jilin Province New Energy Investment Co. Ltd. P lan to
iInvest around 130 million euros into renewable energy pro jects




A UKE

- Aasia Uuringute Keskus Eestis
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Asia Research Centre in Estonia- establ.2014 www.auke.ee
by initiative of Estonian Ministry of Education and Research
Three founders: Tallinn University, University of Tartu,
Tallinn University of Technology

Network of universities, governmental institutions,
private sector in order to advance Estonian activi tes in Asia

E.g. coordinate activities in:
— research (economics, politics, migration, innovation.).
— teaching (joint master programme, special courses ...)

— Inviting doctoral students, postdoctoral researchers and
professors from Asia

— organising cooperation with Estonian/foreign governmental
Institutions and business sector |
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