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EY releases the Overview of
China outbound investment of
Q1 2022

Overseas mergers and acquisitions
decelerate and greenfield investment

shows upward trend

EY China Overseas Investment Network
11 May 2022
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Loletta Chow
Global Leader of EY China Overseas Investment Network

Rising global geopolitical risks as well as higher inflation rates in Europe and the
US were observed during the first quarter of 2022, both at their peaks in almost
three decades!. The International Monetary Fund (IMF) recently lowered the
2022 global growth forecasts from 4.4% to 3.6%2 as the global economic
momentum is expected to decelerate substantially. China GDP growth was
generally stable in Q1, up 4.8% YOY. Yet, the evolving pandemic situation might
further impact enterprise operations. To sum up, the momentum of China
overseas M&As might further slow down. The global supply chains might be
further reshaped due to geopolitical uncertainty and more Chinese enterprises
might consider greenfield investment to keep up with the growing trend of
getting closer to the consumer market.

1. Sources: Trading Economics, EY analysis

2. Source: The IMF forecasts in January and April 2022 respectively
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Summary

Summary

oDI?

China overall outward direct investment (ODI) reached US$34.3b in the first quarter of 2022, up 7.9%
year-on-year (YQOY), while non-financial ODI reached US$26.9b, up 8.5% YOY. The Belt and Road (B&R)
non-financial ODI rose 19% YQY, which continued to outperform the overall growth rate

Overseas M&As?

In Q1 2022, the announced China overseas M&A value reached US$5.9b, down 65% YOY, at its
historic low of a single quarter. There were 107 announced deals, down 25% YOY

» By deal value, the top three sectors were TMT*, health care & life sciences and financial services,
accounting for 71% of the total. The health care & life sciences was the only sector recording an
increase in deal value during the period. By deal volume, the top three sectors were TMT, advanced
manufacturing & mobility, as well as health care & life sciences, accounting for 55% of the total

» Europe was the top overseas M&A destination during the period, recording the highest deal value
and volume among all major continents at over USS$2.13b and 43 deals. It was closely followed by
Asia with an announced value at US$2.11b. By deal value, the top five most popular investment
destinations were the United States (US), India, Germany, ltaly and Singapore

Overseas EPC!

Newly-signed China overseas engineering, procurement and construction (EPC) projects decreased
11.5% YOY to USS$S47.4b

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

Sources: 1. China MOFCOM. 2. ThomsonOne; Mergermarket, including data from Hong Kong, Macau and Taiwan and deals that have been announced but
not yet completed, data was downloaded on 7 April 2022; EY analysis
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Summary oDl M&As EPC EY Recommended
readings

ODI

China outbound investments steadily improved and the B&R growths were China overall ODI in Q1 2022 (USS$ billion)
above the average

150 -
According to China MOFCOM statistics, in Q1 2022 100
China overall ODI reached US$34.3b in Q1 2022, up 7.9%“ vov
» China non-financial ODI reached US$26.9b, up 8.5% 4 vov 0
» USS5.5b went to the wholesale and retail sector, up 36.3% YOY and US$4.4b to o
the manufacturing industry, up 13.3% YOY 2018 2019 2020 2021 2022
EQl mQ2 =mQ3 mQ4
The B&R non-financial ODI reached US$5.3b, up 19%4vyovy China non-financial ODI along the B&R in Q1 2022
(USS billion)
» Representing 19.5% of the total, up 1.7 percentage points YOY 0
2 -
» Mainly to ASEAN, Pakistan, the United Arab Emirates, Saudi Arabia, etc.
15 +
10 ~
5 -
O _

2018 2019 2020 2021 2022
mQl mQ2 mQ3 mQ4
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Summary M&As EPC EY Recommended
readings

Announced value of China overseas M&As in Q1 2022 (USS billion)

M&AS

China overseas M&As impacted by both the pandemic and
international complexity

120 -
In Q1 2022, China overseas M&A value reached its historic low of a single 80 4
quarter

40
» China overseas M&A reached US$5.9b, down 65% ¥ vov
» There were 107 announced deals, down 25%Y yovy o

2018 2019 2020 2021 2022
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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 7 April 2022; EY analysis
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M&AS

Sector analysis

Page 20

M&As

InQ1 2022, the TMT industry was still the most popular overseas M&A sector

for the Chinese enterprises, accounting for over 40% of the total, mainly in the IT
consulting and services, software systems, semiconductor manufacturing, etc. The

health care & life sciences sector was the only sector recording

increased deal value during the period; by deal volume, the sector accounted for a
record high of 17% of the total.

By deal value (USS billion, % YOY)

2.4 1.0 0.7 0.5 0.5

VvV  54% A 3% VvV 42% VvV 88% VvV 79%
T™MT Health care & Financial Consumer Advanced

life sciences services products manufacturing

& mobility

By deal volume (Number of deals, % YOY)

28 17 14 13 8
vV 36% vV 19% V  44% vV 32% v 20%
T™MT Advanced Health care & life Financial Consumer
manufacturing sciences services products

& mobility

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 7 April 2022; EY analysis
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readings

M&AS

Geographical analysis

31858080800 tute0l o 10 Europe
USS2.13b

North America HHHHT

America
/*
1

Continent
Deal value
Deal volume

*The deal value of Latin America is not available
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 7 April 2022; EY analysis
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M&As

M&AS

Geographical analysis

B> North America

USS$2.13b Vv down 74% YOY
43 deals VY down 20% YOY

> Europe was the top destination for China overseas
M&As by both deal value and volume. The deal
value rose to the top after falling behind Asia for
three consecutive quarters

> By value, the investments were made mainly in
Germany, Italy, the Netherlands

> Mainly in the health care & life sciences, TMT,
financial services sectors, etc.

> The Russian-Ukrainian conflict impacted negatively
on the global economic stability especially in
Europe. Europe faced rising inflation and the need
to accelerate the transition to new energy, e.q.
Germany passed the legislation for a two-step
national strategy, which targets to achieve 80%
renewable energy power supply by 2030 and nearly
100% by 2035. Looking ahead, investment and
cooperation opportunities in the European
renewable energy sector may further increase

USS2.11b V¥V down 63% YOY
30 deals V¥V down 19% YOY

> By value, the investments were
made mainly in India, Singapore,
South Korea

> Mainly in the TMT, consumer
products, health care & life
sciences sectors, etc

> Benefiting from the steady and
enduring progress of the B&R
development, and the increased
demand for regional supply
chain optimization under the
Regional Comprehensive
Economic Partnership
Agreement (RCEP), Asia is
expected to continue to be a key
region for the China outbound
investment

VY down 41% YOY
V down 39% YOY

USS1.17b
22 deals

” The investments were
primarily made by private
equity investment institutions

> Mainly in the TMT, financial
services and advanced
manufacturing & mobility

sectors, etc.

"  Oceania

USS$0.3b V down 9% YOY
8 deals A up 14% YOY

> Mainly in the Consumer
Products and Mining & Metals
sectors, etc.

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 7 April 2022; EY analysis
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M&AS

Geographical analysis
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Top 10 destinations of China overseas M&As in Q1 2022

(By deal value: USS billion)

Destination

B= g

i |NdiA

B Germany

I I Italy

. Singapore

= Netherlands
+®. South Korea

al Australia
= Mauritius
== UK

Q1 2022

1.2
1.1
0.7
0.6
0.5
0.4
0.4
0.3
0.2
0.1

Q1 2021

2.0
0.5
0.2

0
0.5
5.7
1.0
0.3

0
1.2

(By deal volume)

% YOY Destination
-42% 1 us
108% 2 Japan
329% 3 South Korea
- 4 gall Australia
7% 5 WM Germany
-93% 6 == UK
-60% 7 B+Q Canada
-6% s B B itay
695% 9 i INdia
-89% 10 EHE Singapore

M&As

Q1 2022

18

—
o

w w b A U1 OO N O

Q1 2021

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 7 April 2022; EY analysis
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Top 10 destinations of China overseas M&As in Q1 2022

30

12
17

N M DN O

% YOY

-40%
43%

17%
-50%
-71%
-33%
100%
-25%
-25%
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EPC

Slower global economic recovery and fewer new overseas contracts
to Chinese enterprises

In Q1 2022, among China overseas EPC projects
» Newly-signed ones reached US$47.4b, 11.5% 7Y voy

» Turnover was USS29b, 3.7% Y yov

» There were 207 newly-signed overseas projects with each contract
exceeding USS50m in value. Among them, there were 109 projects with
each contract exceeding USS100m, including the oil and gas pipeline project
in Uganda worth more than USS600m

Value of EPC contracts in the B&R countries and regions

» The newly-signed ones reached US$24.6b, 21.4% Y vyoyv, accounting
for 52% of the total

» Turnover was US$16.0b, 10.1%Y YQY, accounting for 55.1% of the
total

Source: China MOFCOM
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EPC

Value of newly-signed China overseas EPC contracts in
Q1 2022 (USS billion)

300
250 A
200 A
150 ~
100 A

50 -
47.4

2020 2021 2022

mEQl1 mQ2 EQ3 mQ4
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EY recommended readings

1. Policy and requlation tracker relevant to China outbound
investment Q1 2022

2. Pillar Two — Global Anti-Base Erosion (GIoBE) Model Rules

3. Challenges and response of cross-border data protection

compliance

4. Global requlatory outlook 2022

5. Metals & Mining | Overview of China overseas M&A

opportunities in the new mining cycle

Above are in Chinese language.

EY Recommended
readings

Download the WeChat app on your smart device to scan
and follow EY COIN WeChat and WeChat Insights
Libraries (Chinese language)

China Overseas Investment Network

Going-abroad Insights

& {\..' P
= 2 .
=2t EYe 32T Belt and Road Insights
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https://mp.weixin.qq.com/s/EowWv4RoGodZyRphhsluIA
https://mp.weixin.qq.com/s/4aTn5DCKd847Ya_qLoSN_g
https://mp.weixin.qq.com/s/4aTn5DCKd847Ya_qLoSN_g
https://mp.weixin.qq.com/s/bd7DklYrE-23hDqmbunw7w
https://mp.weixin.qq.com/s/VSF6aj-DZVn19IaBRd_73A
https://mp.weixin.qq.com/s/pVfo1IiS2McI7GUSfSp6hA

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

70+ 90%

Countries and Countries and
. A territories in our regions along
Bl PR, ENERIEMX global service the B&R
£NE EMEIA Area network
. » BEHbF » B RIEHE  » Austria » Uzbekistan
Americas Area » LEFIET » Btk » Belgium » Bahrain S[lzjklz
> T » BE » Czech Republic » Egypt A .
EDN » Canada - FE > BB » Denmark » Kuwait Asia-Pacific Area 3 OOO + 1 400 +
. Z[E » United States , I > DS RRE » Finland » Saudi Arabia . ; [ I
» MI#LLHX > Caribbean Region » SEE > BELEY » France » United Arab > MAFIT » Australia
. NEF] » Israel > & > ENRE » Germany Emirates > *E)I?EE > Z‘e‘” Zealand Clients assisted Clients assisted along
1|4 T Bolivia > HHE > BAI/R B FIIE » Greece » India > » Japan
: %rﬁ\lgﬂﬁg : Ecuador > ffn.l??ﬂ > REH > l-tiulngary - Algerlia > ilﬁl » South Korea globally the B&R
- Jamaica > BAFI > BEE » Italy » Angola » 33K » Brunei
: g;g : Mexiclo > MATE R HAE » MR ERFHFEF » Kazakhstan > Cameroon_ > SR » Cambodia
. ﬁbén  beru > iig%ﬁ%ﬁiﬁ > ifj%tﬁtttﬂﬁ > Eyrgyzgtan > gemobcl_fat'? » EIEREE  » Indonesia
= | b I » Luxembourg epublic o o
» EMEEE > Venezuela : ﬁg : HEEL S » Netherlands Congo : f,z;‘ﬁgz : rl\_/lzc:; sia 60 OOO + 2 1 OOO +
> [gg%}i > g:ge.?tma » BB » REFIT > Noll;w?y > Ettl)wiopia . i_ﬁﬁ . Myar:/mar ) )
> > zi B8 Pakistan Libya ey A
> EF » Chile . ;}%?& . 23,—;;3, ~ Poland . Mozambique > SEER » Philippines Overseas B&R engagements
> BEF » BF5% » Portugal » Nigeria > Fnig » Singapore engagements
» SO > BT » Romania » South Africa » fIB=F » SriLanka
» FHESF > SEEAEE » Spain » South Sudan > R[E » Thailand
» T » Sweden » Uganda 1] » Vietnam
> B+ » Switzerland » Zambia *Data from last 3 years

» THH » Turkey » Zimbabwe
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China Overseas Investment Network (COIN) global contacts

For more information about us, please visit our website at www.ey.com/en_cn/coin or contact:

Jack Chan

Chairman, China

Regional Managing Partner, Greater China
Member of The Global Executive

+86 10 5815 4057

jack.chan@®hk.ey.com

Beijing

Alex Zhu

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

+86 105815 3891

alex.zhu@cn.ey.com

Beijing

Lawrence Lau

Financial Accounting Advisory Services
Leader, Greater China

+86 212228 2816
lawrence.lau®cn.ey.com

Shanghai

» Americas

» EMEIA

Shau Zhang

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

Qinghua Xu-pionchon

EMEIA Area COIN Leader

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

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 10 5815 3230
andrew.choy@cn.ey.com
Beijing

Edward Chang

Consulting Chief Operating Officer,

Greater China

+86 21 2228 5975
edward.chang@cn.ey.com
Shanghai

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

China

Areas/Regions

Jesse Lv

Global COIN Tax Leader
+86 212228 2798
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 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

Erica Su

Strategy and Transaction Services
Leader, Greater China

+86 21 2228 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

Michelle Ho

COIN Director

EY Japan Co. Ltd

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

» 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

EY:x


http://www.ey.com/en_cn/coin

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.

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.

© 2022 Ernst & Young, China.
All Rights Reserved.

APAC no. 03014439
ED None.

This material has been prepared for general informational purposes only and is not
intended to be relied upon as accounting, tax, legal or other professional advice.
Please refer to your advisors for specific advice.

ey.com/china



