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Overview of China outbound
investment of 2021

Higher investment growth was observed in Belt
and Road region; health care and life sciences &
sector in Europe and North America was popular%‘ﬁ,
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Loletta Chow
_Global Leader.of EY China Overseas Investment Network

“The ongoing and resurgence of the pandemic gave rise to a spectrum of challenges.
Economic recovery of countries and regions during the year fell short of expectation and varied with
considerable divergences. The IMF's January 2022 World Economic Outlook Update expected the global
growth to increase 4.4%, half a percentage point lower from its previous estimate. China’'s economy
realized an 8.1% increase in 2021 showing some levels of resilience. Yet, the external environment got
progressively complex and uncertain and domestic economy faced three-pronged pressures of
contraction of demand, supply shocks and weaker expectations!. New challenges are on the horizon in
2022. Nonetheless, EY identified three trends of China overseas investment for cautious optimism: 1)
China would make further use of the manufacturing advantages to explore and deeply participate in
reshaping the global industrial and supply chains; overseas greenfield investment is on the rising trend;
2) the health care and life sciences would continue to be a leading sector in China overseas M&As;
digitalization may help medical services extend from disease curing to health care leading to diversified
and multi-disciplinary investment in this sector; 3) investment in green and sustainable development
would gradually pick up to be a key contributor for expanding international cooperation of Chinese
enterprises.” /O y\ ,
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Global policy & regulation tracker

In 2021, the global economy was set to recover with mild momentum whilst uncertainty due to the pandemic continued to
be a key risk to the economy and multinational enterprises. There is clearly a rising trend of regulating the digital economy
(e.qg. digital tax, data compliance, artificial intelligence and digitized government services, etc) and green economy (e.g.
carbon tax, new energy investment, etc). Governments and enterprises have accelerated the efforts to keep abreast of the
regulatory changes as well as upskill themselves to accommodate the emerging characteristics of the new economies. In
addition, strategic key sectors remain a key focus of investment screening by countries, especially developed countries.
There is also an expansionary trend towards the definition of key industries. Chinese enterprises need prudence and
pragmatism for navigating the market ahead. EY will provide with you timely updates on the global investment policies and
regulations in 2022.

World

S OECD: On 20 December 2021, the Organisation for Economic Co-operation and Development (OECD) released
@@ the Model Rules on the Pillar Two Global Minimum Tax, as approved by the OECD/G20 Inclusive Framework on
Base Erosion and Profit Shifting (BEPS). The Model Rules cover the scope and mechanics of the Income Inclusion
Rule and the Undertaxed Payments Rule, collectively referred to as the Global Anti-Base Erosion (GloBE) rules.
The OECD expects to release the Commentary relating to the Model Rules in early 2022. In addition, the Inclusive
Framework is developing the model treaty provision for the Subject to Tax Rule (STTR), which is the third
element of the Pillar Two global minimum tax framework, and a multilateral instrument for its implementation.
More information is available in the Global Policy and Regulation Tracker for the first three quarters of 2021.

Europe

the Global Gateway, a new strategy to support sustainable infrastructure development around the world. The
Global Gateway was pitched as a template for how Europe aims to build more resilient connections across the
globe, for boosting links in digital, energy and transport sectors and strengthening health, education and
research systems across the world. Between 2021 and 2027, Team Europe, meaning the EU institutions and EU
Member States jointly, will mobilise up to EUR 300 billion of investments in digital, climate and energy, transport,
health, education and research.

EU: On 21 December 2021, the Public Country-by-Country Reporting (CbCR) Directive (the Directive) of the EU
will enter into force and Member States will have to transpose the Directive into national legislation by 22 June
2023. The rules set forth in the Directive will require both EU-based multinational enterprises (MNEs) and non-EU
based MNEs doing business in the EU through a branch or subsidiary with total consolidated revenue of more
than €750 million in each of the last two consecutive financial years to disclose publicly the income taxes paid
and other tax-related information such as a breakdown of profits, revenues and employees per country. Such
information needs to be disclosed for all 27 EU Member States and all jurisdictions included in the Annex | (so-
called EU black list) and Annex Il (so-called EU gray list) of the Council conclusions on the EU list of non-
cooperative jurisdictions for tax purposes. For all other jurisdictions, it is sufficient for aggregated data to be
disclosed.

O European Union (EU): On 1 December 2021, the European Commission and the EU High Representative set out

France: It announced to maintain the temporary control threshold for foreign investments in listed French
companies from 25% to 10% of voting rights, which has been extended from its initial expiry date on 31
December 2021 for one year until 31 December 2022 due to continual impact of the pandemic. The foreign
ownership control threshold was set out for certain key industries, including energy, defense, logistics, food,
biotechnology, etc. The investor crossing the 10% threshold should provide prior notification. The Ministry of the
Economy, Finance and Recovery of France subseguently may decide in about 10 days (on the basis that the
notice is complete), whether the transaction should be subject to further review, which may lead to the refusal of
a non-European foreign investor owning more than 10% voting rights of the listed French company. In case the
Ministry of the Economy, Finance and Recovery of France does not answer within 10 days, the investment can be
made within 6 months as of the prior notification.

Sources: Ministry of Foreign Affairs (MOFCOM) of China; Economic and Commercial Bureau of the Embassy of China in France; Digital Council of Thailand;
European Commission; Ministry of the Economy, Finance and Recovery of France; Abu Dhabi Government Media Office; OECD; UNCTAD; and EY

Page 3 Overview of China outbound investment of 2021 EY?Eik



Global policy & regulation tracker (Cont.)

Japan: Since 4 November 2021, the amendment of the Foreign Exchange and Foreign Trade Act has taken effect.

‘ The amendment sets out that sectors related to 34 rare-earth metals (including metal mining, manufacturing,
repair/maintenance or software for devices or products used for metal mining, component analysis services of
minerals) have been included to the list of designated sectors and core sectors, so as to secure a stable supply of
these metals such as lithium, cobalt and rare-earth elements. Foreign investment in these sectors is required to
obtain government approval through an advance filing (via the Bank of Japan).

Thailand: On 3 December 2021, Prime Minister of Thailand approved the proposal of the Digital Council of
Thailand to issue a royal decree of "0% Capital Gains Tax" for startups and tech companies’ investors, a tax
benefit attracting investment in startups and tech companies in Thailand as a driving force for the digital
economy and transformation. The current global challenges forcing Thailand to transform are capital
inclusiveness, digital transformation, global sustainability, and climate change. The country is prepared to keep
up with new technology 5.0 era, including people development, startup promotion, and investment attraction.
Thai government hence prepares to push electric vehicles (EVs), data center and software industry which are
the fundamentals that attract world-class entrepreneurs to build digital economy for the country.

1]

Africa and Middle East

S Africa: On 30 November 2021, the Ministerial Conference of the Forum on China-Africa Cooperation (FOCAC)
@@ adopted the China-Africa Cooperation Vision 2035 and Forum on China-Africa Cooperation Dakar Action Plan
(2022-2024). In the first three-year plan, China will work with African countries to implement a number of
projects, including:

» Trade promotion. China will provide US$10 billion of trade finance to support African export. China will
undertake 10 connectivity assistance projects for Africa and continue to help develop free trade areas in
Africa.

» Investment promotion. China will encourage its businesses to invest no less than USS10 billion in Africa in
the next three years in such areas as manufacturing, agriculture, green economy and digital economy. China
will undertake 10 industrialization and employment promotion assistance projects for Africa. It will provide
USS$10 billion in credit line to African financial institutions and prioritize the support for African SMEs. A
China-Africa cross-border RMB center will be established.

» Digital innovation. China will undertake 10 digital economy assistance projects for Africa. Centers for China-
Africa cooperation on satellite remote sensing application will be set up to drive the development of the
space industry of African countries.

» Green development. China will undertake 10 green development, environmental protection and climate
action assistance projects for Africa.

‘ United Arab Emirates (UAE): On 21 October 2021, the Abu Dhabi Department of Economic Development
launched the “Virtual Licence” allowing the non-resident foreign investors to obtain an economic licence for
doing business in the Emirate of Abu Dhabi without any prior residence procedures and from any location outside
the United Arab Emirates. The licence covers 13 strategic sectors targeted by the Abu Dhabi Government for FDI
attraction including manufacturing, retail trade, transport, etc.

Sources: Ministry of Foreign Affairs (MOFCOM) of China; Economic and Commercial Bureau of the Embassy of China in France; Digital Council of Thailand;
European Commission; Ministry of the Economy, Finance and Recovery of France; Abu Dhabi Government Media Office; OECD; UNCTAD; and EY
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» China's overall ODI A Up
USS$145.2 billion 9.2% YOY
» New non-financial ODI Up -
USS$113.6 billion 3.2% YOY
) . 100
» B&R new non-financial ODI Up
USS$20.3 billion 14.1YOY 50 -
> The B&R non-financial ODI represented 17.9% of the total 0
non-financial ODI, up 1.7 percentage points YOY, mainly 2017
to ASEAN, Bangladesh, the UAE, Kazakhstan, etc. =01

> In these years, China overseas M&As experienced higher
volatility whereas China's ODI has steadily developed with
more overseas greenfield investment amid stricter
foreign investment scrutiny on cross-border M&As.
Looking ahead, the trend of participation by Chinese
enterprises in the global industrial chain will endure and
Chinese overseas greenfield investment will continue.

Overseas EPC

» The total value of newly-signed Up
China overseas EPC contracts 1.2% YOY
US$258.5 billion
» In B&R countries and regions Down
. . 0
US$134.0 billion A
» The total overseas EPC turnover 250 1
. Down 200 -
US$155.0 billion YV 0.6% YOY
150 -
» In B&R countries and regions
g v Down 100 1
USS$89.7 billion 1.6% YOY 50 -
> The number of new projects each value exceeding 0" 5017
USS$100 million increased 46 to 560, mainly in
infrastructure such as transportation. mQ1

> The new key projects in 2021 included: the AUS11 billion
(about US$7.8 billion) North East Rail Line project in
Melbourne, Australia; USS5 billion Belgrade Metro project
in Serbia and USS3 billion Nigeria Eastern railway
rehabilitation project.

> Numerous key transportation projects were completed in
2021, such as the opening of the China-Laos Railway, a
milestone Belt and Road project, as well as the completion
and commencement of the Russian Metro project, the
first time Chinese enterprises participated in a metro
construction project in Europe.

Sources: China MOFCOM
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Figure 1: China's non-financial ODI (US$ billion)
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Figure 2: Value of newly-signed China
overseas EPC contracts (USS$ billion)
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Figure 3: Announced value of China overseas

» Announced value A Up M&As (USS billion)
USS57 billion 19% YOY -
» Announced deal volume Down
516 deals V¥ anvoy .
> The total deal value was 28% short of the 2019 pre-
pandemic level (US$79.4 billion). Less momentum 50
was observed in Q4 to bounce for more deals and the
announced deal value was also at its historic low.
0

2017 2018 2019 2020 2021

EQl mQ2 mQ3 mQ4

Sector analysis

Figure 4: Top five sectors in the announced China overseas M&As of 2021

By deal value 15.4 8.4 7.7 7.7 7.0

USS billion, V -16% A +131% A +73% A +240% A +19%

% YOY T™MT Real estate, Advanced Health care & Consumer
hospitality & manufacturing life sciences products
construction & mobility

By deal volume 144 92 72 61 44

Number of deals, V -1% A +64% VvV 3% V 6% V -25%

% YOY T™MT Health care & Financial Advanced Consumer
life sciences services manufacturing products

& mobility

By deal value, the top three sectors in 2021 were TMT, real estate, hospitality & construction, as well as advanced
manufacturing & mobility, accounting for 55% of the overall. By deal volume, the top three sectors were TMT, health
care & life sciences and financial services, accounting for 60% of the overall.

> China overseas M&A volume in TMT has been decreasing in recent years but it is still the most popular sector. In
2021, these investments were made in the US, South Korea, Singapore, the UK, Japan, etc, and major sub-sectors
included software systems, semiconductor design and manufacturing, e-commerce, etc.

Health care & life sciences was the only sector recording an increase in both deal value and volume for two
consecutive years. In 2021, the deal value of the sector increased by 240% YOY and the volume to a new historic
high by 64%. These investments were made in the US, South Korea, India, etc. Major deals included: 1) a Chinese
private equity firm led the acquisition of equities of a leading medical beauty company in South Korea. Its
numerous medical aesthetic products have taken a lion’s share in South Korea and its products have a worldwide
reach; and 2) a Chinese company acquired a known upstream raw material supplier in Finland for in vitro
diagnostics. The global medical supply chain is moving toward regionalization and localization; this can create
opportunity for Chinese medical enterprises in both “going out” and “bringing in". Moreover, the pandemic has
changed the individual health awareness and behavior for a longer term and the demand for health care services is
mounting, paving the way for a comprehensive healthcare upgrade via digitalization.

Sources: ThomsonOne; Mergermarket, including data from Hong Kong, Macau and Taiwan and deals that have been announced but not yet completed,
data was downloaded on 4 January 2022; EY analysis
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Geographical analysis

Figure 5: Deal value and volume of China overseas M&As by continent of 2021

orth
America

US$8.8 bn
134

USS$16.0 bn
161

atin
America
Oceania
Continent
Deal value (Billion)
Deal volume

US$26.4 billion A Up 85% YOY

151 deals V¥V Down 32% YOY

> Asia was the top investment destination, representing 46% of the overall in the period.

> Asia also recorded more large deals compared to 2020, with seven deals exceeding USS1 billion.

> Half of the top ten destinations in 2021 were situated in Asia, including Singapore, South Korea, Indonesia, India and
Japan. These destinations in Asia, except India, experienced a three-digit YOY increase rate.

> The pandemic strongly boosted the demand for online shopping and subsequently for warehousing and logistics. The
largest deal in Asia in 2021 was made by a leading integrated logistics real estate platform in China for acquiring a
leading Asia-Pacific property investment management company in Singapore to enhance its leading position as a
new economy real estate platform (such as logistics real estate portfolio and data centers) in Asia Pacific.

Optimism for e-commerce in Asia has led to investment of an international express logistics company in Indonesia by
some leading Chinese private equities and enterprises which collectively injected more than USS$4 billion.

US$16.0 billion A Up 13% YOY
V]
S0 161 deals A Up 13% YOY
> There were 161 transactions mainly in the consumer products, TMT and health care and life sciences sectors.

> Higher increases in deal value were made in the Netherlands, UK, Denmark and Luxembourg whereas the deal value
in conventionally popular destinations such as Germany and France dropped to historic lows.

> The volume of health care and life sciences M&As in Europe by Chinese enterprises doubled in 2021 from 2020; the
deal value even increased 354%, more than those of other major continents. Notable developments by value were
made in Finland and lItaly.

Asia

Sources: ThomsonOne; Mergermarket, including data from Hong Kong, Macau and Taiwan and deals that have been announced but not yet completed, data was
downloaded on 4 January 2022; EY analysis
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Geographical analysis (Cont.)

US$8.8 billion W Down 35% YOY
INUGHER 134 deals A up 13% YOY

> 86% of the deal volume in North America was

situated in the US, reflecting the Chinese investor
interest there. The US remained the top
destination with 115 deals in 2021. The US was
also among the few countries to have recorded
YOY growths in deal volume for two consecutive
years, primarily in the health care and life sciences
sector (mainly in research of biological products
research and pharmaceutical development), with a
YQY increase of 121%.

Impacted by geopolitics and stringent investment
scrutiny, Chinese M&As in the US have featured
with a smaller scale and lower value; the year
2021 was the first in a decade when no single deal
value made in the country exceeded USS$1 billion.

US$2.2 billion A Up 17% YOY
Oceania
31 deals A Up 11% YOY

> Main deal was a Chinese company acquiring a pet

food wholesaler in New Zealand

US$2.1 billion W Down 37% YOY
AUCEER 18 deals A Up 20% YOY

> Mainly in the power & utilities sector and financial

services

> Investments mainly went to Brazil and Peru

US$1.6 billion A Up 102% YOY
21 deals A Upo91% YOY

> Mainly in sectors of mining & metals
> Investments mainly went Zimbabwe and Zambia
> The value of M&A by Chinese companies in Africa

has increased for the third consecutive year

Figure 6: Top 10 destinations of China overseas

M&As of 2021 (by deal value: USS$ billion)
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Figure 7: Top 10 destinations of China overseas
M&As of 2021 (by deal volume)
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2021

115
47
34
30
28
27
20
19
17
12

2020

97
25
30
40
48
26
33
21
12
20

% YOY

19%
88%
13%
-25%
-42%
4%
-39%
-10%
42%
-40%

Sources: ThomsonOne; Mergermarket, including data from Hong Kong, Macau and Taiwan and deals that have been announced but not yet completed, data was
downloaded on 4 January 2022; EY analysis
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EY China Overseas Investment Network (COIN)

The China Overseas Investment Network (COIN) connects EY professionals around the globe, facilitates collaboration and provides
consistent and coordinated services to our Chinese clients to make outbound investments. Building on the existing China Business
Group in the Americas, EMEIA, and Asia-Pacific areas, COIN has expanded our network to over 70 countries and territories around the
world. COIN is part of the EY commitment to provide seamless and high-quality client services, worldwide, to Chinese companies going
overseas and doing business overseas. Our globally integrated structure enables us to deploy dedicated teams with strong local
experience and deep industry knowledge to provide seamless services to our clients. Website: ey.com/en_cn/coin

Contacts

Greater China

Jack Chan

Chairman, China

Regional Managing Partner, Greater China
Member of The Global Executive

+86 10 5815 4057

jack.chan@hk.ey.com

Beijing

Erica Su

Strategy and Transaction
Services Leader, Greater China
+86 21 2228 2205
erica.su@cn.ey.com

Shanghai

Julie Hao
Co-Leader

China Tax Outbound
Center

+86 10 5815 2805
julie.hao@cn.ey.com
Beijing

Edward Chang

Consulting Chief Operating
Officer, Greater China
+86 21 2228 5975
edward.chang@cn.ey.com
Shanghai

Regional Leaders

» Americas

» EMEIA
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Shau Zhang

Americas Area COIN Leader
+1 617 375 3792
xiaoging.zhang®ey.com
Boston, US

Qinghua Xu-pionchon
EMEIA Area COIN Leader
+33 14693 4363
ginghua.xu-
pionchon®fr.ey.com
Paris, France

John Li
Oceania COIN Leader
+61 2 9248 5008

john.li@au.ey.com

/ ‘ Sydney, Australia

Loletta Chow

Global COIN Leader
+852 2629 3133
loletta.chow®@hk.ey.com
Hong Kong

Alex Zhu

Energy & Resources Co-leader, Greater China
Infrastructure Advisory Leader, Greater China

+86 10 5815 3891
alex.zhu@cn.ey.com
Beijing

Soon Yen Chong

International Tax and Transaction
Services Partner

Ernst & Young (China) Advisory Limited
+86 21 22288789
soonyen.chong@cn.ey.com

Shanghai

Wood Zhang

Audit Partner

Ernst & Young Hua Ming LLP
+86 10 5815 2086
wood.zhang@cn.ey.com
Beijing

Eric Xiao

Canada COIN Leader
+1 416 943 2943
eric.c.xiao@ca.ey.com
Toronto, Canada

Yi Sun

Europe West COIN Leader
+49 211 9352 20153
yi.sun@de.ey.com
Dusseldorf, Germany

Adrian Koh

ASEAN COIN Leader
+65 6309 6275
adrian.koh@sg.ey.com
Singapore
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Jesse Lv

Global COIN Tax Leader
+86 21 2228 2798
jesse.lv@cn.ey.com
Shanghai

Andrew Choy

International Tax and Transaction
Services Leader, Greater China
+86 10 5815 3230
andrew.choy@cn.ey.com

Beijing

Lawrence Lau

Financial Accounting Advisory
Services Leader, Greater China
+86 21 2228 2816
lawrence.lau@cn.ey.com
Shanghai

Michelle Ho

COIN Associate Partner
Ernst & Young

+81 70 2462 3618
michelle.ho@jp.ey.com
Japan

Fernanda Chang

South America COIN Leader
+55 11 9625 2084
fernanda.chang@br.ey.com
San Paulo, Brazil

Suwin Lee

The United Kingdom and
Ireland COIN Leader
+44 20 7951 7952
sleel@uk.ey.com
London, UK
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EY | Building a better working world

About EY

EY exists to build a better working world, helping to create
long-term value for clients, people and society and build trust
in the capital markets. Enabled by data and technology,
diverse EY teams in over 150 countries provide trust through
assurance and help clients grow, transform and operate.
Working across assurance, consulting, strategy, tax and
transactions, EY teams ask better questions to find new
answers for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee, does not provide
services to clients, nor does it own or control any member firm
or act as the headquarters of any member firm. Information
about how EY collects and uses personal data and a
description of the rights individuals have under data protection
legislation are available via ey.com/privacy. EY member firms
do not practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.
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