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Loletta Chow
Global Leader of EY China Overseas Investment Network

In 2022, the economy of China as well as the world economy have been facing
lots of challenges brought with increased geopolitical complexity such as energy
crisis and inflation. China experienced the pressure of softer economy indicated
by weakened consumption, imports and exports. Based on the latest International
Monetary Fund (IMF)! estimates, the global growth for 2023 is projected to
decrease to 2.9% from 3.4% in 2022. A majority of key economies, especially
advanced economies, might see further reduction in economic growth this year.
China might steadily revive its economy as it optimized pandemic prevention and
control. This might be followed by a gradual recovery of cross-border investment
by Chinese enterprises though caution is needed in view of geopolitical risks in
some areas and the growing macroeconomic uncertainty.

Source: 1. World Economic Outlook, IMF, January 2023

Overview of China outbound investment of 2022
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Summary

Summary

ODI?

China overall outward direct investment (ODI) reached US$146.5 billion in 2022, up 0.9% year-on-year (YOY). The non-financial
ODI reached US$116.9 billion, up 2.8% YOY. The Belt and Road (B&R) non-financial ODI increased 3.3% YOY to US$21.0 billion.

Overseas M&As3

In 2022, the value of announced China overseas mergers and acquisitions (M&As) reached US$28.7 billion, down 52% YQOY to a
historic low compared to the past years with considerably fewer large-scale deals. There were 507 announced China overseas M&A
deals during the year, down 6% YOY.

» Sector-wise by deal value, 55% of the total took place in the top three sectors, namely TMT*, health care & life sciences, and real
estate, hospitality & construction. Of which, the health care & life sciences deals increased to a record high covering 15% of the
total value in the year. By deal volume, half of the total took place in the top three sectors, namely TMT, advanced manufacturing
& mobility, and health care & life sciences. Mining & metals became highlight of the year being the only sector to see growth,
recording an increase of 33% and 111% YOY by value and volume respectively.

» From a regional perspective, Asia was the most popular. Though its proportion among continents decreased compared to the
previous year, Asia recorded both the highest deal value and volume among all. Despite the overall downward trend, deal value
increased in Japan, Australia, France and Argentina in 2022. Continents other than North America and Africa recorded
increased deal volumes as activities picked up.

Overseas EPC?

Newly-signed China overseas engineering, procurement and construction (EPC) projects decreased 2.1% YQOY to US$253.1 billion.

*The TMT sector refers to technology, media & entertainment and telecommunications

Sources: 2. China MOFCOM. 3. Refinitiv; 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 2023; EY analysis
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China overall ODI in 2022 (USS billion)

ODI

ODI develops steadily as outbound investment in some industries grew

relatively quickly 150 -
Statistics showed that in 2022, 100 4
China overall ODI reached US$146.5b, up 0.9% 4 vov. w0 |
China non-financial ODI reached USS]. 16.9b, up 2.8%% vov.
o J
Outbound investment in some industries grew relatively quickly, such as
wholesale & retail, manufacturing, as well as leasing and business services, up EQl  mQ2 =03  mQ4
19.5%, 17.4% and 5.8% YQOY respectively China non-financial ODI along the B&R in 2022
(USS billion)
20 -+
The B&R non-financial ODI reached USS21.0b, up 3.3% 4 vov.
15 A
Representing 17.9% of the total
Mainly in ASEAN, Pakistan, the United Arab Emirates, Serbia and Bangladesh 10
5
0

2018 2019 2020 2021 2022

mQ1 mQ2 mQ3 mQ4

Note: The round-up statistics in this article may not add to the actual totals.

Sources: Monthly Statistics in Brief, China MOFCOM; State Administration of Foreign
Exchange of China

Page 21 Overview of China outbound investment of 2022 Eka



Overseas M&As

Overseas M&As

Value of announced China overseas M&As in 2022 (USS billion)
China overseas M&As reached a historic low value in the year

however activities in some regions and sectors increased Deal value US$Sb Deal volume
120 -~ 796 - 800
In 2022 50
80 537 537 so7 | 000
China overseas M&As reached US$28.7b, down 52% ¥ YOY to ¢
. . . . . 4400
a historic low. On the one hand, China overseas investment sentiment
. . . ) 40 -
turned cautious following the impact brought by the global economic 0 200
dynamics and China's pandemic policies; on the other hand, the value
of more deals was undisclosed affecting the statistical results. 0 - 0
2018 2019 2020 2021 2022
507 6%Y i Q1 Q2 Q3 Q4
There were announced deals, down ©7 ¥ YOY. Deal volumes in u u n u
some regions and sectors increased as activities picked up compared —e— Annual deal volume
tO the preViOUS year Note: The round-up statistics in this article may not add to the actual totals.

Sources: Refinitiv; 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 2023; EY analysis
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Overseas M&AS (cont'd) By deal value

. O

Sector analysis \ Top 5 sectors** Yggg YOY %

In 2022 dF 1 TMT 7.3 50
By deal value, 55% of the total took place in the top 8% ' '
three sectors, namely TMT, health care & life sciences, 2 HCLs 4.4 LGk
and real estate, hospitality & construction. Mining & 3 RHC 4.2 -62%
Metals was the only sector to see growth in the year to 4 MM 3.5 +33%
USS$3.5 billion, recording an increase by value at 33% 5 AMM 3.4 539
YQOY, mainly in the areas of lithium mining and gold

mine operation, etc. Moreover, a record high of 15% of
the total value in 2022 came from the health care &
life sciences sector.

By deal volume, half of the total took place in the top

three sectors, namely TMT, advanced manufacturing & OHess Top 5 sectors**  Volume  YOY %

By deal volume

mobility, and health care & life sciences. Many sectors 1 T™MT 118 -21%
recorded YOY growths and there was gradual recovery > AMM 73 +20%
of the deal activities. Of which, deals in the mining & 3 HCLS 62 359
metals recorded the largest YOY increase of 111% ;
whilst those in the sectors of real estate, hospitality & ngo/co w i 26 e
construction (38%), advanced manufacturing & 5 RHC 51 +38%
mobility (20%), and consumer products (17%) also 5 FS 51 -30%

increased to different extents during the year.

**The health care & life sciences sector is referred as HCLS; real estate, hospitality & construction as
RHC; metals & mining as MM; advanced manufacturing & mobility as AMM; consumer products as CP;
financial services as FS; power & utilities as PU; oil & gas as OG

Sources: Refinitiv; 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 2023; EY analysis
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Overseas M&AS (cont'd)

Sector analysis

In 2022, significant regional distribution patterns were Regional distribution of announced China overseas M&As by sector

. . in 2022 (by deal value)
observed across various sectors, with some sectors

showing a high levels of regional concentration:

75% of the health care & life sciences deal value ’ : :
took place in North America Health care & life sciences &R 75% 39
0 0
64% and 32% of the consumer goods deal value Real estate, hospitality & - y—
happened in Asia and Oceania respectively construction ‘ : A
80% of outbound power & utilities deal value Mining & metals TELRREEL 420 IR " Asia
. . . . m Europe
made by Chinese enterprises took place in Asia, Advanced manufacturing & - o " N
up 87% YQY, primarily in the power generation mobility ' . .
and manufacturing chain of renewable energy Consumer products 4% /R ® Oceania

such as solar and wind. The investments were ® Latin America

aligned with an increasing need of green energy
transition in Asia

Financial services 43% Zoys m Africa

The investments in the advanced manufacturing

& mobility recorded a drop of 53% in the year but Oil & gas
more investment was made in North America and 0% 50% 100%
Europe, up 178% and 43% respectively, primarily

in the areas of transport infrastructure, Sources: Refinitiv; 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 2023; EY analysis

automobiles & related components, and chemicals
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Overseas M&AS (cont'd)

Regional analysis

EY Recommended
readings

Asia
USS$S10.8Db

Africa
USS1.1b

Latin

America
USS1.6b sssseses Oceania
26 soeeet USS1.4b

45

Continent
Deal value
Deal volume

Sources: Refinitiv; 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 2023; EY analysis
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Overseas M&AS (cont'd)

Regional analysis

Asia
US$10.8b v down 61% YOY

171 deals A up4%YOY

> Asia was still the top destination for China overseas M&As by both
value and volume, accounting for 37% and 34% of the total
respectively.

> Four out of the top 10 investment destinations of China overseas
M&As were situated in Asia, namely Singapore, Japan, South Korea
and Indonesia, collectively accounting for nearly 80% of the total
value in Asia.

> TMT, real estate, hospitality & construction, and consumer products
were the top sectors for investment by Chinese enterprises in Asia,
collectively accounting for 66% of the total value in the continent.

Growth prospect of Asia for 2023 has been relatively positive
compared to the global economic forecasts. Of which, the 2023
growth estimates for India may be at 6.1%, ASEAN-5" at 4.3%, the
Middle East and Central Asia at 3.2%". In addition, since the end of
last year, leaders in China made multiple diplomatic interactions with
ASEAN and some countries in the Middle East and reached a number
of cooperation agreements to deepen the investment, economic and
trade cooperation; the Asian region is expected to remain a popular
investment destination for Chinese enterprises.

4. Note: ASEAN-5 refers to Indonesia, Malaysia, the Philippines, Singapore, and Thailand

Overseas M&As

4 Europe

USS7.6b W down 52% YOY
170 deals A up6%YOY

> A mega-scale deal was made in the Netherlands in 2022 making it

the top invested country in Europe by Chinese enterprises. The UK
and Germany were more popular investment destinations in Europe
by deal volume, collectively accounting for 42% of the total value in
the continent.

The top sector TMT took up 45% of the total value in the continent.
In 2022, inflation in Europe increased to an all-time high though
rising prices in some countries slowed by year-end.

In 2022, inflation in Europe increased to an all-time high though
rising prices in some countries slowed by year-end. High inflation
since 2022 is likely to remain as a major challenge together with
climbing interest rates. Businesses might experience greater
challenges. Currently, growth in the European Union was forecast by
IMF to be 0.7% in 2023. Growth in the United Kingdom was forecast
to be -0.6%1, one of the worst performers among major European
economies. Thus, vigilance is called for Chinese enterprises investing
in Europe in view of the impact of the macroeconomic uncertainties
and geopolitical risks.
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Overseas M&AS (cont'd)

Regional analysis

» North America

> Both deal value and volume by Chinese enterprises reached the historic lows in North America.

> Two major sectors in North America in 2022 - health care & life sciences and advanced manufacturing & mobility - recorded new

V¥V down 33% YOY highs by value in nearly four years, up 42% and 178% YOY respectively, and collectively accounting for 76% of the total value in the
continent. By deal volume, health care & life sciences continued to be the top sector, taking up a further increase to 33% of the total
volume in the continent. This reflected the sector focus of Chinese enterprises in North America amid the impact of geopolitics.

V¥ down 42% Yoy  Lookingahead in 2023, some can anticipate the threat of an economic recession in the US but advantages of technologies and
market size of the US can be attractive to China overseas investors in some less sensitive sectors. The impact of geopolitics may be
carefully considered by Chinese enterprises when investing in North America.

US$6.3b

82 deals

US$1.6b V' down 27% YOY USS$1.4b V down 41% YOY USS$1.1b V' down 46% YOY
26 deals A up 44% YOY 45 deals A up 50% YOY 13 deals V down 43% YOY
> Argentina was the top investment destination > By deal value, Australia was the top investment * The investment mainly went to the mining
> The investment mainly due to a mega deal in destination, mainly in the consumer products & metals sector
mining & metals sector during the year sector > Zimbabwe and the Democratic Republic of
> By deal volume, the mining & metals and consumer Congo were the top investment
products sectors recorded increased deal volumes destinations
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Overseas M&AS (cont'd)

Regional analysis

Top 10 destinations of China overseas M&As in 2022
(By deal value: USS billion)

o I1 T I
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Destination

us
Singapore
Netherlands
Japan

UK
Australia
France
South Korea
Argentina

Indonesia

2022

6.2
4.1
2.4
2.2
1.5
1.4
1.1
1.1
1.0
1.0

2021

7.9
10.8
5.8
1.8
3.7
1.3
0.1
4.8
0.4
5.4

YOY %
-21%
-62%
-59%
22%
-61%

5%
863%
-78%
194%
-81%
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=
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Top 10 destinations of China overseas M&As in 2022

Overseas M&As

(By deal volume)

Destination

us

UK
Australia
Japan
Singapore
South Korea
Germany
France
Argentina

India

2022

72
43
42
39
37
28
28
18
11
11

2021

120
46
26
31
32
24
29
12

4
13

Sources: Refinitiv; 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 2023; EY analysis
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YOY %

-40%
7%
62%
26%
16%
17%
-3%
50%
175%
-15%
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EPC

Steady development of overseas EPC projects
helps accelerate growth of destination countries

In 2022

Newly-signed projects reached USSZ 53.1 b, down 2.1% ¥ vov.

In the B&R countries and regions, Chinese enterprises newly signed EPC
projects of US$129.6b, down 3% V¥ vov.

Although 2022 was full of challenges, more new overseas projects were
signed by Chinese enterprises, such as the tunnelling projects in Neom and
Madinah, Saudi Arabia in the transport infrastructure, in addition to the
Standard Gauge Central Railway project in Tanzania. In the energy and power
area, there were the national natural gas pipeline project in Argentina, the
power transmission and transformation project in Angola, the largest wind
power station project in Uzbekistan, the photovoltaic power plant project in
Saudi Arabia, as well as other major projects including the social housing in
Saudi Arabia®.

5. Source: Public domain information
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EPC

Value of newly-signed China overseas EPC contracts
in 2022 (USS billion)

300
250 -
200 A
150 A
100 -

50 -

2018 2019 2020 2021 2022

mQ1 mQ2 =Q3 = Q4

Note: The round-up statistics in this article may not add to the actual totals.
Sources: Monthly Statistics in Brief, China MOFCOM
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EPC

EPC (cont'd)

Steady development of EPC projects helps boost growth of destination countries

In 2022 Completed turnover of China overseas EPC

Completed turnover of Chinese enterprises’ foreign contracting projects was USS 1550b asiiies 2022 s illien

which was about the same compared to that of last year

Completed turnover in the B&R countries and regions was USS84.9b, down 5% ¥ voy, 200 -
accounting for 54.8% of the total during the year
Chinese EPC service providers overcame numerous obstacles to implement an assortment of 150 -

landmark projects, such as the trial operation of ASEAN's first high-speed railway, the official
launch of Cambodia’s first expressway, the completion of the southern portion of South Asia's
first underwater tunnel (namely the Kanapuri River Bottom Tunnel in Bangladesh), the launch of
the PeljeSac Bridge in Croatia and the first Chinese standard construction highway in Cameroon,
as well as the smooth delivery of the main stadium project of the Qatar World Cup®. These 50 -
completed projects showcased technical and competitive advantages of Chinese EPC

enterprises and also helped drive economic development of the destination countries and

100 A

provide benefits to their peoples. 0 -

The Chinese EPC providers have accumulated know-how over years, achieving a comparative 2018 2019 2020 2021 2022
advantage in the international engineering market. With reference to the latest international =01 =02 =03 =04
contractor rankings released by the Engineering News Record, seven Chinese enterprises were

listed on the top 20 in 2022, adding one enterprise compared to 2021. In total, 79 Chinese Note: The round-up statistics in this article may not add to the actual totals.
enterprises were among the top 250 international contractors list, accounting for more than Sources: Monthly Statistics in Brief, China MOFCOM

30% of the total®.

Amid the downward pressure in the global economic outlook in 2023, infrastructure projects
may drive investment and provide economic momentum in destination countries. Chinese
construction players are likely to continue to expand their international footprints and enter the
fields of intelligent digitalization and low-carbon green transition with more benchmarking

projects in the future.
6. Source: The list of 2022 Top 250 Global Contractors released by Engineering News Record, August 2022; EY analysis
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EY Recommended
readings

EY recommended readings
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Download the WeChat app on your smart device to scan
[EY Tax] EU Member States finally approve the Foreign and follow EY COIN WeChat and WeChat Insights

Subsidies Regulation (Chinese language) Libraries (Chinese language)

Understanding Luxembourg's payment and e-money institutions,

and the digital asset exchange for Chinese/Asian players

China Overseas Investment Network

EY releases the 60th edition of the Renewable Energy

Attractiveness Index (RECAI)

Going-abroad Insights
Research report: Payment strateqy helps platform enterprises 9 9

navigate aboard (Chinese language)

Vietnam benefits from reshaping international supply chains with i\e}\'- "’-2;.;._

updated tax and legal policies to attract foreign investment zz; EYe i Beltand Road Insights
i Gl N

(Chinese language) o, ,,{,.:.!.‘ ,',._‘@

Overview of China outbound investment of 2022 Eka


https://mp.weixin.qq.com/s/mada6zVMGNgCBVKO7iJ6Hw
https://www.ey.com/en_gl/recai/can-decentralized-energy-get-good-enough-fast-enough
https://mp.weixin.qq.com/s/l8IhkNxxDgvxm2lY0GXxMg
https://mp.weixin.qq.com/s/wm7A2rcxfXE_eHl1nqmgVg

China Overseas Investment Network (COIN)
Global network

COIN links EY professionals around the globe, building on the existing China Business Group in the Americas, EMEIA and Asia-Pacific

areas, and provides Chinese clients with one-stop services, covering all stages of overseas investment, from planning to execution
and post-deal integration

Global reach and local expertise Multilingual seamless service teams

B R, ENERIEMX

70+

Countries and

90%

Countries and

EMEIA Area territories in the [ﬁqiggsR along
- e
» BaHhF » B3ERIEHAE  » Austria » Uzbekistan EY g|0ba| service
%‘»”Z » EEFIRT > B » Belgium » Bahrain network
% > R > BE » Czech Republic » Egypt
Americas Area » 7% - BB » Denmark » Kuwait
, 35 , SRR  » Finland » Saudi Arabia KX
= Canada > EE > PUEKES » France » United Arab i ces 1
. ;u;k ~ United States > 1B > DB - (e Emiratgs pslaPacific Area 3 2 OO + ' +
» M#HLLIBX > Caribbean Region > B RIREAT . g » MAFT  » Australia r
> @5 Israel gk . E;?é iy ~ Angola 3 ’T;_’IEE > e Zealand Clients assisted Clients assisted in
» HFYHET > Bolivia > BEESHHA > RIRRETFE » Kazakhstan  » Cameroon > phsss ” Sgp?: Korea globally B&R countries
» EM&R > Ecuador > EREHHEHE > BEHLT » Kyrgyzstan » Democratic - ¥ > South
> FEM » Jamaica > ARHRE » FILLT » Luxembourg Republic of > 3R » Brunei
> E2HE » Mexico = » EHEE » Netherlands Congo » RIBE > Cambod.|a
» e » Peru » 0B » RAFT » Norway » Ethiopia » ENEREIL  » Indonesia
» ZERERRL » Venezuela > EEHRE » @dE » Pakistan » Libya > Eid » Laos + 3 4 OOO +
> FIIRE » Argentina > R > BT » Poland » Mozambique > DRAEL » Malaysia ' ]
> BF » Brazil - AEF > 5F5& » Portugal » Nigeria > i) » Myanmar
. =5 » Chile »BORE ?t% - > Romania > Soumh africa > FEfER » Philippines Overseas Projects assisted in
Y b= 1l » Spain » South Sudan 3 Si .
g ” > Sweden » Uganda g ;ﬁ’éﬁf S engagements B&R countries
> Bt » Switzerland » Zambia /ﬁlil_ Thailand
» THH » Turkey » Zimbabwe > - > Vi:tanm
. . . > >
> RE > United Kingdom *Data from the last 3 years
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China Overseas Investment Network (COIN) global contacts

For more information about EY COIN, please visit the website at www.ey.com/en_cn/coin or contact:

Jack Chan
Chairman, China

Member of The Global Executive
+86 10 5815 4057
jack.chan@hk.ey.com

Beijing

Alex Zhu

China North

+86 105815 3891
alex.zhu@cn.ey.com
Beijing

Lawrence Lau

Leader, Greater China
+86 212228 2816
lawrence.lau®cn.ey.com
Shanghai

» Americas

Shau Zhang

Americas Area COIN Leader
+1 617 3753792
xiaoging.zhang®ey.com
Boston, USA

» EMEIA

Qinghua Xu-pionchon

EMEIA Area COIN Leader

+33 14693 4363
ginghua.xu-pionchon@fr.ey.com
Paris, France

Regional Managing Partner, Greater China

Energy & Resources Co-leader, Greater China
Strategy and Transaction Services Leader,

Financial Accounting Advisory Services

China

Loletta Chow

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

Andrew Choy

International Tax and Transaction
Services Leader, Greater China
+86 105815 3230
andrew.choy@cn.ey.com

Beijing

Steven Xiong

Business Consulting Leader,
Greater China

+86 755 22385818
steven.xiong@cn.ey.com
Kunming

Areas/Regions

Eric Xiao

Canada COIN Leader
+1 416943 2943
eric.c.xiao@ca.ey.com
Toronto, Canada

Yi Sun

Europe West COIN Leader
+49 2119352 20153
yi.sun@de.ey.com
Dusseldorf, Germany

Jesse Lv

Global COIN Tax Leader
+86 2122282798
jesse.lv@cn.ey.com
Shanghai

Julie Hao

Co-Leader

China Tax Outbound Center
+86 10 5815 2805
julie.hao@cn.ey.com
Beijing

Wood Zhang

Audit Partner

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

Fernanda Chang

South America COIN Leader
+55 119625 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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Erica Su

Strategy and Transaction Services
Leader, Greater China

+86 212228 2205
erica.su@cn.ey.com

Shanghai

Soon Yen Chong

International Tax and Transaction
Services Partner

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

Shanghai

» Asia-Pacific

John Li

Oceania COIN Leader
+61 29248 5008
john.li@au.ey.com
Sydney, Australia

Adrian Koh

ASEAN COIN Leader
+65 6309 6275
adrian.koh@sg.ey.com
Singapore
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EY | Building a better working world

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, law,
strategy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.

Follow us on WeChat
Scan the QR code and stay up-to-date
with the latest EY news.
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