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Overview of China outbound investment

of the first three quarters of 2022
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Loletta Chow
Global Leader of EY China Overseas Investment Network

The global economy is filled with intensified instability and increased complexity.
International Monetary Fund (IMF) projected a worldwide slowing growth by 2.3%
in 2023. Developed countries might experience an estimated growth by 1.1%
while emerging and developing countries by 3.7%. Against this backdrop, more
challenges would be expected for international development of Chinese
enterprises. In China, the 20th National Congress concluded with clear messages
for upholding the national fundamental strategy of opening up, economic
globalization and true multilateralism. Some development directions were
outlined, for example, to further improve the international circulation, jointly
build new momentum for global development, strengthen cooperation with
developing countries, and promote quality development of the Belt and Road
Initiative (BRI). Chinese enterprises will continue going out for long-term
development through international cooperation and competition, so as to
improve core competitiveness in line with the favorable national policy, tap
market potential and enhance international presence.

Overview of China outbound investment of the first three quarters of 2022
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Summary

Summary

oDI?

China overall outward direct investment (ODI) reached US$106.8 billion in the first three quarters of 2022, down 0.3% year-on-
year (YOY) and the Q3 figure increased 10% from that of Q2. The non-financial ODI reached US$85.9 billion, up 6.3% YQOY. The Belt
and Road (B&R) non-financial ODI increased 5.2% YOY to US$15.7 billion.

Overseas M&As?

The value of announced China overseas mergers and acquisitions (M&As) reached US$23.5 billion, down 49% YOY to a historic low
compared to the same period in the past years. There were 379 China announced overseas M&A deals in the first three quarters of
the year, down 6% YOY.

» Sector-wise by deal value, the top three sectors were TMT*, advanced manufacturing & mobility, and health care & life sciences.
Mining & metals was the only sector recording an increase by deal value during the period at 228% YOQOY. The consumer products
sector experienced the largest decline - at 83% - by deal value among all sectors during the period.

» Asia was again the top overseas M&A destination during the period, recording the highest deal value and volume among all major
continents. Deal activities of China enterprises in Europe sharply decreased amid the shadow cast by tension between Russia and
Ukraine. In Q3 2022, the deal value recorded in Europe reached a historic low to, for the first time, less than USS$S1 billion in a
single quarter.

Overseas EPC!

Newly-signed China overseas engineering, procurement and construction (EPC) projects decreased 7.9% YOY to US$147.1 billion.

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

Sources: 1. China MOFCOM. 2. Refinitiv; Mergermarket, including data from Hong Kong, Macau and Taiwan, and deals that have been announced but not yet completed, data was downloaded on 10 October 2022; EY analysis
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ODI

ODI develops steadily with investment in some real-economy sectors
show increases

According to China MOFCOM statistics, in the first three quarters of 2022
China overall ODI reached US$106.8b, down 0.3% ¥ vov.

China non-financial ODI reached US$85.9b, up 6.3% avoy.

Investments in leasing and business services reached US$29.3 billion (up
26.7% YOY) and those in manufacturing, wholesale & retail, construction and
other sectors were also on the rise. For instance, in the green development
realm, a number of Chinese electric vehicle and battery manufacturers have
raised factory capacities in countries like Germany and Hungary for increased
overseas presence and business development.

China overall ODI in the first three quarters of 2022
(USS billion)

150 ~

100 -

50 A

2018 2019 2020 2021 2022

mQl mQ2 mQ3 mQ4

China non-financial ODI along the B&R in the first three
quarters of 2022 (USS billion)

20
15 4
The B&R non-financial ODI reached US$15.7b, up 5.2% A vov.
10 A
Representing 18.2% of the total
Mainly in ASEAN, Pakistan, the United Arab Emirates, Serbia and Bangladesh >
0
2018 2019 2020 2021 2022
*Remark: The round-up statistics in this article may not add to the actual totals. mQ1 mQ2 = Q3 mQ4
Source: Monthly Statistics in Brief, China MOFCOM
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Summary M&As EPC EY Recommended
readings

M&AS

China overseas M&As continued to slow without turning point in sight Value of announced China overseas M&As in the first three quarters
of 2022 (USS billion)

120
In the first three quarters of 2022, oo |
China overseas M&A reached US$23.5b, down 49% ¥ YOY to
a historic low compared to the same period in the past years. 40 -
There were 3 79 announced deals, down 6% ¥ YOY. 58
o . 5.6

2018 2019 2020 2021 2022

EQl mQ2 mQ3 mQ4
*Remark: 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 10 October 2022; EY analysis
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M&AS

Sector analysis

In the first three quarters of 2022, the top three sectors of China overseas M&As were
TMT, advanced manufacturing & mobility, and health care & life sciences, collectively
accounting for 60% of the total value. Mining & Metals was the only sector to see growth,
up 228% YOY to USS$2.9 billion. Notably, the health care & life sciences sector remained
quite popular recording the largest value of announced overseas M&As in Q3 2022.

By deal value (USS billion, % YOY)

7.0 3.7 3.5 2.9 2.1
v 45% v 14% v 51% A 228% v 45%
T™MT Advanced Health care & Mining & Financial
manufacturing life sciences metals services

& mobility

By deal volume (Number of deals, % YOY)

94 51 44 43 38

v 19% A 9% v 19% v 45% A 111%
T™MT Advanced Financial Health care & Real estate,
manufacturing services life sciences hospitality &

& mobility construction

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 10 October 2022; EY analysis
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Summary M&As EPC EY Recommended
readings

M&AS

Sector analysis
y Geographical distribution of China announced overseas M&As by

By deal Value’ the health care & life Sciences’ oil & gas, sector in the first three quarters of 2022 (by deal value)
power & utilities, as well as consumer products sectors
. . . . 0
recorded a higher regional concentration, with over 60% of I™T 549 38Y% 9%
the deal value in each of these sectors being made on a . .
. . Advanced manufacturing &
S|Ingle continent. mobility 45% 15% 40%
W 79% of health care & life sciences is concentrated in Health care & life sciences ENRREL: 799
North America
. . . Mining & metals 15% 16% 1% 7% 35% 27% i
76% of oil & gas is concentrated in Europe k i | : . " Asla
A ) ) ) m Europe
@ 69% of power & utilities is concentrated in Asia Financial services 41% 40% 19%

® North America
Real estate, hospitality &

52% 13%

[ﬂﬁ 63% of consumer products is concentrated in Oceania

construction m Oceania
Geopolitics considerably impacted the geographical Consumer products 4% 63% m Latin America
distribution of cross-border M&A activities of Chinese m Africa
. . . . Power & utilities 69% 31%

enterprises. For instance, following the more stringent
investment policies concerning the US technology sector, Oil & gas 76% >4%
less TMT M&A deals by value were made in the US, from

0 0, 0, 0, 0, 0,
55% of the total China overseas TMT M&As in 2019 to 9% in o% cO% 40k e0% - BO% - 100%

the first three quarters of 2022.

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 10 October 2022; EY analysis
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M&AS

Geographical analysis

Latin
America

USS$1.0b
16

Continent
Deal value
Deal volume

Africa
Us$800m

M&As

Oceania
USS1.6b
38

EPC

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 10 October 2022; EY analysis
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M&AS

Geographical analysis

TR T

USS$8.2b Vv down 59% YOY

127 deals A up9%YQOY

> Asia was still the top destination for China
overseas M&As.

> The investments were made mainly in South
Korea, Japan and Singapore, accounting for 60%
of the total in Asia.

> TMT, advanced manufacturing & mobility and
financial services were the top sectors for
investment by Chinese enterprises in Asia, with
TMT accounting for 46% of the total in the
continent.

> With reference to the IMF forecasts, developing
countries in Asia showed greater resilience in the
current economic slowdown. India, Indonesia,
China, Saudi Arabia and Turkey were expected to
be the top five fast-growing G20 countries in
2023 and they are situated in Asia.

> The 20th National Congress of China continued
to promote quality development of the BRI.
Countries in Asia may further attract attention of
Chinese investors.

M&As

USS$6.3b V¥ down 55% YOY

127 deals A up1%YOY
> The investments were mainly made in the

Netherlands, the UK and ltaly, accounting for over
70% of the total in Europe.

> TMT remained the top sector, accounting for 42%
of the total.

> This year, the tension between Russia and Ukraine
and its impacts have deeply affected the economy
of Europe and energy supply. There were also high
inflation rates and sharp currency depreciation
against the US dollar. Chinese enterprises have

become cautious in investing in Europe. In Q3 2022,

the deal value reached a record low to, for the first
time, less than USS1 billion in a single quarter.

> With reference to the IMF forecasts, Russia will
likely continue its negative economic growth since
this year while other countries, such as Germany
and Italy, might enter a recessionary cycle in 2023.

Hence, in the short-run, it is essential to thoroughly

assess the risk portfolio before prudent decision is
made for cross-border investment.

North America

USS5.5b ¥ down 24% YOY
63 deals V down 46% YOY

> The investments were mainly
made in the sectors of health
care & life sciences and advanced
manufacturing & mobility,
accounting for 49% and 27% of
the total in North America
respectively.

> Inflation in the US was among
the highest levels in almost three
decades and its economy might
not have sufficient momentum
for growth. The Federal Reserve
has increased interest rates to
higher levels in a decade whilst
geopolitical uncertainty between
China and the US has been on
the rise. In the short-run, China
M&As in the US may further slow.

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 10 October 2022; World Economic Outlook, October

2022, IMF; EY analysis
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M&AS

Geographical analysis

Top 10 destinations of China overseas M&As in the first

three quarters of 2022 (By deal value: USS billion)

1 B
| —
3 e
4 F.

5 @

6 G|
7 2=
8 mim
9 |
10

Destination

us
Netherlands

South Korea

i Australia

Japan
Singapore
UK

India
Indonesia

Argentina

First 3Qs of

5.4
2.4
2.0
1.6
1.5
1.4
1.3
1.2
1.1
1.0

First 3Qs of
2021

6.9
5.8
3.2
0.4
1.5
8.8
3.2
2.2
2.6
0.4

% YOY
-22%
-60%
-35%
312%

2%
-85%
-59%
-48%
-57%

189%

O 00 N 00 1 b W N

=
o

Top 10 destinations of China overseas M&As in the first
three quarters of 2022 (By deal volume)

Destination

IS

Australia

UK
Singapore
Japan
South Korea
Germany
France
Thailand

India

M&As

First 3Qs of
2022

54
36
31
26
26
25
20
13
10
10

First 3Qs of
2021

100
13
33
25
20
17
23

9

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 10 October 2022; EY analysis
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% YOY

-46%
177%
-6%
4%
30%
47%
-13%
44%
233%
-9%
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EPC

EPC

Relatively smaller and promising EPC projects might be more Value of newly-signed China overseas EPC contracts
attractive amid rising risk of global economic slowdown in the first three quarters of 2022 (USS$ billion)

In the first three quarters of 2022, China overseas EPC

» Newly-signed projects reached US$147. 1b, down 7.9% ¥ vov. 300 1
» Turnover was US$ 107b, down 0.4% w voyv. 250
200 -

» Forinstance, a Chinese enterprise recently signed up the largest transportation and public
infrastructure project in Saudi Arabia that had a contract value of RMB7.9 billion. Another 150 -
Chinese enterprise signed up a project related to iron ore exploration in Kazakhstan that had
a contract value of about US$S650 million.

100 A

» Overall, the volume of newly-signed mega-scale projects decreased and that of relatively
smaller and promising projects increased. Relatively smaller projects are generally less risky, 0 -
more financeable and manageable, whilst being close to people’s livelihood and needs. These
beneficial factors might lead to higher priority for relatively smaller projects going forward. mQ1 mQ2 =Q3 mQ4

2018 2019 2020 2021 2022

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

» The newly-signed projects reached US$76.7|3, down 5.1% w YOY, accounting for
52.5% of the total.

» Turnover was US$57.3b, down /.2% v YOY, accounting for 53.6% of the total.

*Remark: The round-up statistics in this article may not add to the actual totals.
Sources: Monthly Statistics in Brief, China MOFCOM; public domain information
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EY recommended readings

EY Recommended
readings

Download the WeChat app on your smart device to scan
1. Overseas M&A of state-owned enterprises - recognizing the and follow EY COIN WeChat and WeChat Insights

importance of business due diligence Libraries (Chinese language)

2. _[PE/VCInsights] Observation on cross-border e-commerce

3. China outbound policy and regulation tracker

4. Check Cyber Galaxy——Assist you with outbound data transfer SN LG8

Above are in Chinese language.
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Going-abroad Insights

Belt and Road Insights

China Overseas Investment Network

EY:


https://mp.weixin.qq.com/s/XJi7qjuel9K3LAy4VqiuXQ
https://mp.weixin.qq.com/s/WAHRhjrHdqaIBIsKaGLb7g
https://mp.weixin.qq.com/s/WAHRhjrHdqaIBIsKaGLb7g
https://mp.weixin.qq.com/s?__biz=MzAwMDQxNjA4NA==&mid=2649729191&idx=1&sn=85b04d9eef6853a048ce68732365c831&chksm=82f2489cb585c18a510e5de09f26367b9fc3a74099f3347e25fdece8c0b33f7aabae2d1eed0c&mpshare=1&scene=1&srcid=1107kKpjuIIIHyOzR7K8a7hi&sharer_sharetime=1667820879673&sharer_shareid=1850624773ed007e47b45e4ac5e5cbbb&exportkey=n_ChQIAhIQ7ba4lGICf812fp5DGw42IhLvAQIE97dBBAEAAAAAAMdQMo7PCi0AAAAOpnltbLcz9gKNyK89dVj0NZRn%2B3Gn4xL55DZRDUmzHiVi%2FkhNzIWt7r3gpUdqpuXna7YO6XMuQSQaSV%2FY520shOX5zEtd3b8gLgVdbczI%2FoK94c6jjnaBjxMEuYxWAF0J3Swl%2F4%2Fm3UZC3FabDByyHaXXB2DvIuySKBu0idHX2i8%2BM%2B2w6jS432wZARSvXvfHF6bXoVkOKtpe7L7S48ABvXOHFMJ8vEPk9%2FI4R%2BNZO3JEJSkup7q79wElT22uuALe7p8rnxOcEK7qIzxVIjrSjYizDpZkYHnX&acctmode=0&pass_ticket=KfrmNswojBdIYzS2waICEeUXBgkOQ%2BPfAO5QbtikJXQ%2FBLzZSAm%2FlvaJEGez4N5C&wx_header=0#rd
https://mp.weixin.qq.com/s?__biz=MzAwMDQxNjA4NA==&mid=2649729375&idx=1&sn=8f2c1de9c689f4deb85a22f93fe37434&chksm=82f24964b585c072440c2b07317dc0e7255ab71f51c6b9d55e46efc2c982b1eed2e1427753d7&mpshare=1&scene=1&srcid=1107eyxWvmaLaOW5K5lZWpnr&sharer_sharetime=1667820870671&sharer_shareid=1850624773ed007e47b45e4ac5e5cbbb&exportkey=n_ChQIAhIQ2npg5hIOhFYPyPvV17%2F5FRLvAQIE97dBBAEAAAAAAL24Ou92v7QAAAAOpnltbLcz9gKNyK89dVj0NgBzolV1mPkUXJdJSgY9uQKPS91ZWmquTRF%2F8CBIj45Bs2aNP%2FXSS4uMmto%2FH%2B%2B%2FurCe9xp2pjKbyCeeMw%2Bpqhwh9ngq7G2cziKn49cvC54sYp3dku4Js3UNrgIJi50PBwO0kW%2BsxCYCwtMksRW%2FXywf4kqr3ZqyEJeo7hrkXCppW8JY%2BRcvBoOnbb4nGyTdxNCpm3ZDGjFBXEQTSoVoWNNsVvMkCzeALU5BIZ8PB8y8ZLV0Bf95LxwnrkGDqxYhbXvkIoDYu8fk&acctmode=0&pass_ticket=KfrmNswojBdIYzS2waICEeUXBgkOQ%2BPfAO5QbtikJXRXf5EGg1Mo77ul%2B814Gsxu&wx_header=0#rd

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
» Bt » LzE8sHrE > Austria » Uzbekistan EY g|0ba| service
%‘»”Z » EEFIRT > B » Belgium » Bahrain network
% > R > BE » Czech Republic » Egypt
Americas Area S E > RIES » Denmark > Kuwait
, 35 , SRR  » Finland » Saudi Arabia KX
= Canada » EE > PUEKES » France » United Arab i ces 1
. ;u;k ~ United States > E > EDEE b oemany Emirdtgs Asia-Pacific Area 3 2 OO + ' +
» M#LLHEX > Caribbean Region > it > FIRRAIE > Greece > India » BAFT  » Australia '
> UE5 - lsrael ks o . ~ Angola & > e Zealand Clients assisted Clients assisted in
> BT > Bolivia > MEERHTE > RIRRF4F1E » Kazakhstan » Cameroon > poa > sgp?: Korea globally B&R countries
» EM&R > Ecuador > EREHHEHE > BEHLT » Kyrgyzstan » Democratic - ¥ > South
> FEM > Jamaica > SRR > FILLT » Luxembourg  Republic of > 3R > Brunei
> BEE » Mexico = » EHEE » Netherlands Congo » RIBE > Cambod.|a
» e » Peru » 0B » RAFT » Norway » Ethiopia » ENEREIL  » Indonesia
» ERNIER > Venezuela > BEEE » E3E » Pakistan » Libya > it » Laos + 3 4 OOO +
> FRE » Argentina = > RS » Poland » Mozambique » SkATT » Malaysia ' ]
> BF » Brazil > BET » Bk > Portuggl » Nigeria ' > 4EfE » Myanmar
= » Chile P EORE - med S o - Fas > Philippines Overseas Projects assisted in
> > J > > # Si i
, B » Sweden » Uganda g z’;g&{ g S'r:“izﬁr’]i;e engagements B&R countries
> Bt » Switzerland » Zambia /ﬁlil_ Thailand
» TEHH » Turkey » Zimbabwe > - > Viet
> %E > United Kingdom " s e *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

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 whichis 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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All Rights Reserved.
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