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Loletta Chow
Global Leader.of EY China Overseas Investment Network

"With reference to the latest IMF forecasts, the global economy is expected to grow
by 5.9% in 20211. However, the pressures of inflation and energy supply shortage have added
uncertainty. In addition, varying severity of the pandemic and speeds of vaccination across the
continents, together with diverging economic structures, have led to geographical disparity of the
anticipated economic recovery. Macro market landscape analysis and risk management can be essential
in the Chinese overseas M&A planning and execution as they look to capture market opportunities
brought by the improved economy in such arenas as digital economy, cross-border e-commerce, supply
chain and logistics and consumer products. Meanwhile, the Action Plan for Peaking Carbon Dioxide
Emissions before 2030 issued by the State Council of China at the end of October 2021 sets out a clear
path in the Chinese energy transformation and therefore greener development in industries and
consumption. This will shed the light for Chinese enterprises on investing in overseas energy and carbon
reduction technologies, etc and also further encourage them to optimize their global supply chains.”
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Global policy & requlation tracker

To reset the economy, some countries and regions have adopted favorable foreign direct investment (FDI) policies while
some also become vigilant of their strategically important sectors and cautious about foreign investors. At the same time,
digital and green economies are receiving more attention and companies looking to develop overseas need to be mindful of
financing, operations, talent and risk control, look out for innovation and transformation opportunities, as well as watch for
the latest policies and regulatory compliance requirementsrelated to the digital and green economies. The recently
effective Data Security Law is the first foundational legislation in data security in China. In view of the enhanced regulation
on cross-border data transfer, and enterprises should pay more attention to legality and necessity of cross-border data
transfer.

World

Q OECD: On 8 October 2021, at the conclusion of a virtual meeting of the OECD/G20 Inclusive Framework on Base

Erosion and Profit Shifting (BEPS), the OECD announced that agreement was reached by 136 out of the 140

3 Inclusive Framework members on core design features of the two-pillar solution in the BEPS 2.0 project. These
countries and regions representing more than 90% of the world's GDP agreed to reform the international tax
systemto set the world’'s minimum corporate tax rate at 15%. The countries aim to sign the multilateral
convention by 2022 and implement it effectively by 2023. The agreement will redistribute more than US$125
billion in profits to some of the world's largest and most profitable multinationals, ensuring that they pay a fair
share of taxes on the profits they make and generate anywhere in the world.

Asia
China: Effective from 1 September 2021, the Data Security Law, being the first foundational legislation in data
security in China, adheres to a holistic approach to national security and a data security governance system shall
a be established and improved to enhance the capability of safequarding data security. Each region or department
in China shall be responsible for the data collected and generated in its work and the data security. Data
processing activities performed outside China to the detriment of the national security, public interest lawful
rights and interests of citizens and organizations of China shall be held legally liable in accordance with the law.

China: Effective from 1 November 2021, the Personal Information Protection Law is the first piece of legislation
in the Mainland dedicated to the protection of personal information. The new law establishes individuals' consent
as the principal legal basis for processing personalinformation. It requires that personal information shall be
processed under the principles of lawfulness, legitimacy, necessity and good faith, as well as openness and
transparency. Personal information processing shall be for a clear and reasonable purpose. The processing of
personal information of natural persons in China shall apply to this law. The law also applies to the processing
performed outside China of personal information of natural persons if done for the purpose of providing products
or services to natural persons in China, or to analyze or assess the conduct of natural persons in China.

Vietnam: With effect from 1 January 2022, the Decree No. 85 on investment in the field of e-commerce
complements Decree No. 52 issuedin 2013 and makes it clear that the provision of e-commerce servicesis a
restrictive industry for foreign investors. According to the decree, websites provided by foreign businessmen and
organizations providing e-commerce services in Vietnam are required to meet the following: the web address in
the Vietnamese domain names should display the Viethamese language and the website has an annual
transaction volume of more than 100,000 made from Vietnam. Foreign businessmen and organizations
providing e-commerce servicesin Vietnam shall register their e-commerce licences in accordance with Decree
No. 85 and, in accordance with the law, open representative offices in Vietnam or appoint authorized
representativesin Vietnam.

Dt

North America

US: On 22 September 2021, the Public Company Accounting Oversight Board (PCAOB) adopted a new rule
related to the PCAOB's responsibilities under the Holding Foreign Companies Accountable Act (HFCAA).
According to the HFCAA, which was signed into law in Dec 2020, if the PCAOB as authorized by the Sarbanes-
Oxley Act is unable to inspect the issuer’s public accounting firm for three consecutive years, the issuer’s
securities are banned from trade. The new PCAOB rule, which will be effective immediately after approval of the
US Securities and Exchange Commission (SEC), provides a framework for the PCAOB to use when determining
under HFCAA whether the PCAOB is unable to inspect or investigate completely registered public accounting
firms located in a foreign jurisdiction because of a position taken by one or more authorities in that jurisdiction.

(I

Sources: NPC of PRC Website; CCTV News; Economic and Commercial Office of the Embassy of China in Vietnam; European Commission;
OECD; PCAOB; UNCTAD Investment Policy Monitor; Chinalawinfo Database; collated by EY
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Global policy & requlation tracker (Cont.)

Europe

well as Internal Market and Consumer Protection (IMCO) discussed the draft reports on the International
Procurement Instrument (IP1). Under the draft, third-country bidders who do not open their own public
procurement markets would be excluded from bidding on public contracts by the EU.

0 EU: On 1 September 2021, Members of the European Parliament Committees on International Trade (INTA) as

EU: On 12 July 2021, the European Commission and the European External Action Service (EEAS) issued
guidance on due diligence for European Union businesses to address the risk of forced labor in their operations
and supply chains. The non-binding Guidance is intended to provide European companies with practical advice on
the use of existing international due diligence instruments and does not create any new legal obligations.

Denmark: The Investment Screening Act entered into force on 1 July 2021 to introduce an FDI screening
mechanismin the country. It requires foreign investors to obtain prior governmental approval for an acquisition
of in minimum 10% of shareholdingin a Danish company, and for establishinga new company in selected sectors.
Those include defense, IT security, processing of classified information, dual-use manufacturing, critical
technology (e.qg. Al, advanced industrial robot technology and drones, semiconductors, space technology, energy
storage, conversion and transport, quantum technology, nuclear technology, nanotechnology, biotechnology, 3D
printing) and critical infrastructure (e.g. energy, ICT, transport, healthcare, etc). Any such foreigninvestment
may be blocked due to national security or public order risks.

-

UK: The National Security and Investment Act will enterinto force on 4 January 2022 to introduce an FDI
screening mechanismin the country. The new legislation is a major amendment of foreign investment screening
mechanism by the authorities. An additional regulatory guidance was published to facilitate the transitioninto a
new regime. The authorities designated 17 sensitive sectors for prior approval, including advanced materials,
advanced robotics, artificial intelligence, civil nuclear, communications, computing hardware, critical suppliers to
government, cryptographic authentication, data infrastructure, defense, energy, military and dual-use, guantum
technologies, satellite and space technologies, suppliers to the emergency services, synthetic biology and
transport.

AVa
A N4

Oceania

New Zealand business assets to make new tax disclosures, via a new IR1245 form, as part of their application

@ New Zealand: Effective from 5 July 2021, New Zealand requires overseas investors looking to acquire significant
under the Overseas Investment Act 2005.

Sources: NPC of PRC Website; CCTV News; Economic and Commercial Office of the Embassy of China in Vietnam; European Commission;
OECD; PCAOB; UNCTAD Investment Policy Monitor; Chinalawinfo Database; collated by EY

Page 4 Overview of Chinaoutboundinvestment of the first three quarters of 2021 EY§7'I<



» China’s overall ODI Up Figure 1: China's non-financial ODI (USS$ billion)
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> The B&R non-financial ODI represented 18.4% of the total
non-financial ODI, up 1.9 percentage points YOY, mainly
to ASEAN, the United Arab Emirates (UAE), Kazakhstan,
Bangladesh, etc.

Overseas EPC

> The total value of newly-signed Up Figure 2: Value of newly-signed China
China overseas EPC contracts 6.2% YOY overseas EPC contracts (US$ billion)
US$159.6 billion
» In B&R countries and regions Down
. . 0
US$80.8 billion A |
» The total overseas EPC turnover U 250 1
US$107.4 billion A 200 1
o 17.7% YOY 150
» In B&R countries and regions Up 100 4
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> More newly-signed overseas EPC contracts were signed
during the period. The number of new projects each value 2017 2018 2019 2020 2021
exceeding USS50 million increased by 10.8% YOY to 574, mQ1 mQ2 mQ3 mQ4
mainly in transportation and general construction.
> Chinese enterprises are intensifying their participation in
energy transformation projects in the Middle East. Key
projects signed in the period included the building of a
total of 2GW photovoltaic power capacity in Irag as well
as the provision of equipment related to a total of 2.1GW
photovoltaic power capacity to the UAE.

> China announced in September 2021 to step up support
for other developing countries in developing green and
low-carbon energy and China will not build new coal-fired
power projects abroad. It is expected that most of the
world will more proactively promote energy transition and
transformation and this will set to reshape the future
sector landscape of oil & gas, electricity & coal mining, etc.

Sources: China MOFCOM; International Energy Website (www.in-en.com)
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» Announced value Up
US$46.3 billion 79% YOY

» Announced deal volume Down
382 deals 3% YOY

> The announced China overseas M&A value during the
period was still 13% less than the same period of
2019 before the pandemic occurred.

Strong participation of private equities and
investment companies in the China overseas M&As
was observed. Nearly half of the China announced
overseas deal value and over 40% of the deal volume
in the period with each transaction exceeding
USS500 million were made by investor groups of
private equities and investment companies,
representing a YOY increase of 20 percentage points
in terms of both deal value and volume. It shows an
increased internationalization of Chinese institutional
investors. It also indirectly indicated an increase of
overseastargets in the markets as the global
economy sets to revitalize.

Figure 3: Announced value of China overseas
M&As (USS billion)

150

100

50

2017

2018

2019

2020 2021

EQl mQ2 mQ3 mQ4

Sector analysis

Figure 4: Top five sectors in the announced China overseas M&As in the first three quarters of 2021
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By deal value, the top three sectors were TMT, financial services and consumer products, accounting for 65% of
the overall. The announced M&A value of health care & life sciencesincreased nearly two times and the sector’s
announced M&A value in the first three quarters of 2021 exceeded the combined full-year value total of the same
sector of 2019 and 2020. With the advent of the pandemic, public awareness of health enhanced; people have
shown a more robust appetite for health care services and products in addition to smart health-enabled services.

The prospect for health care & life sciences is positive

By deal volume, the top three sectors were TMT, health care & life sciences and financial services, accounting for
62% of the overall. The overall deal volume in the period decreased by 3% YOY. The deal volume of health care &
life sciences markedly increased by 80% to 74 in the period, reaching an all-time high for the same period

Overview of Chinaoutboundinvestment of the first three quarters of 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 8 October 2021; EY analysis
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Geographical analysis

Figure 5: Deal value and volume of China overseas M&As by continent in the first three quarters of 2021
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> Asia was the top investment destination, representing 45% of the overallin the period, mainly in financial services,
TMT and advanced manufacturing and mobility. Asia was also the only continent to make a higher record in the M&A
valuein the first three quarters of 2021, compared to the same period of 2019.

> Mainly in financial services, TMT and advanced manufacturing and mobility.

> Half of the top 10 destinations for China overseas M&As were situated in Asia, namely Singapore, South Korea,
Indonesia, India and Japan.

> The largest deal in the period was the acquisition of a leading Singapore-based real estate investment management
company in the Asia Pacific region by a leading Hong Kong-based integrated logistics real estate platform for
strengthening its position as a real estate platform in Asia’s new economy of logistics, data centers, etc.

> Chinese enterprises have got more interested in investing in South Korea these years and the country made the first
entry into the top 10 China overseas M&A destinationlist in 2020. In the first three quarters of 2021, South Korea
ranked the fourth top destinationin the China overseas M&A value, mainly in the sectors of TMT (including software,
semiconductor manufacturing, etc) and health care & life sciences.

> The RCEP agreement will enter into force on 1 January 2022. Benefitted by the potentials brought with the RCEP,
Asia is expected to maintain its attractiveness to Chinese investorsin the coming years.

US$14.9 billion A Up 170% YOY
& 125 deals A Up 17% YOY
> Theincrease was primarily attributed by a lower base number in 2020; the value was less than a fifth of the
historical peak of the same period.

> Mainly in consumer products, TMT and health care & life sciences.

> Following the agreement made between the UK and EU on cooperating in trade among other matters by the end of
2020, the interest of China M&As in the UK returned. In the first three quarters of 2021, the deal volume in the UK
increased more than two times, representing almost 30% of the total in Europe. The investments mainly went to TMT.

*Note: As of 3 November 2021, six ASEAN member states namely Brunei, Cambodia, Laos, Singapore, Thailand, Vietnam, in addition to China, Japan, New
Zealand and Australia had deposited instruments of ratification, meeting the requirement to effect the agreement.

Sources: China MOFCOM; ThomsonOne; Mergermarket, including data from Hong Kong, Macau and Taiwan and deals that have been announced but not yet
completed, downloaded on 8 October 2021; EY analysis
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Geographical analysis (Cont.)
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> US technological strengths in the health care & life
sciences and TMT sectors were still attractive to
Chinese enterprises and investment in the non-
sensitive areas of these sectors is expected to Figure 7: Top 10 destinations of China overseas
continue M&As in the first three quarters of 2021 (by deal

volume)
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> Mainly in sectors of mining & metals and advanced
manufacturing & mobility

> Investments mainly went to Zambia, D.R. Congo
and Mali

ThomsonOne; Mergermarket, including data from Hong Kong, Macau and Taiwan and deals that have been announced but not yet completed, downloaded on 8

October 2021; 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
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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, law, 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
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do not practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.
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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.
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