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China’s cross-border M&A – trend  
China has become a key driver of global cross-border M&A
Country-of-origin share of the total value of all completed global cross-border acquisitions. 

Source: Rhodium Group. Selected economies only. Percent figures in labels are for 2016.



China’s Cross-border M&A – trend  
Chinese buyers are targeting an increasingly diverse industry mix
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Source: Rhodium Group. Dataset includes all completed M&A transactions by ultimately Chinese-owned firms, 
aggregated by date of completion. 



China’s Cross-border M&A – trend  
Most Chinese investment is now flowing to advanced economies
Aggregate value of completed Chinese outbound M&A transactions by region/country of target (US$ 
billion)
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China’s Cross-border M&A – short-term challenges 
Accelerating capital outflows are pressuring Chinese policymakers
Financial account by component in China’s quarterly balance of payments (US$ billion)

Significant 
capital outflow

Source: Rhodium Group, People’s Bank of China, State Administration of Foreign Exchange, 
Rhodium Group. Data for 4Q 2016 is preliminary, and a full breakdown by category is not yet 
available



China’s Cross-border M&A – long-term potential  
China’s OFDI stock remains tiny as a percentage of GDP 
It remains underdeveloped relative to inward FDI and trade integration

Ratio of OFDI Stock to GDP, 
Percent

Percent of GDP, 2015

Source: Rhodium Group, IMF



China’s Cross-border M&A – major players 
Chinese IT players have become global enterprises
The 15 largest Chinese companies in terms of asset stocks held abroad, 2014
 

Source: World Investment Report 2016. UNCTAD. Excluding financial 
sector entities. 2014 data. Asset figures in millions of dollars.



China’s Outbound FDI into EU - Geographical distribution  
UK and Germany leads the most popular investment destinations
Chinese FDI in the EU, 2000-2016



China’s outbound FDI into EU – Industry distribution  
Energy, automotive and Agriculture was largest 3 recipients of Chinese investment
Chinese FDI transactions in the eu-28 by industry, cumulative 2000-2014 Percent of total cumulative investment from 
2000-2014 (USD$61bn) 



China’s M&A into EU – Top deals 
Increased number of mega deals were seen in the past three years

Announced Date Target Stake Target Country Bidder Bidder Country Deal Value EUR(m)
03/02/2016 Syngenta International AG 100.0% Switzerland China National Chemical Corporation  China                 42,039 
02/06/2017 LogiCor Europe Limited 100.0% UK China Investment Corporation China                 12,250 
23/03/2015 Pirelli & C. S.p.A. 100.0% Italy Consortium led by ChemChina China                   8,116 
21/06/2016 Supercell Oy 84.3% Finland Tencent Holdings Ltd. China                   7,607 
03/09/2015 Avolon Holdings Limited 100.0% Ireland Bohai Capital Holding Co., Ltd. China                   6,519 
21/12/2016 Global Switch Holdings Limited 51.0% UK Elegant Jubilee Limited China                   3,902 
18/05/2016 KUKA AG 86.5% Germany Midea Group Co., Ltd. China                   3,778 
30/07/2015 Swissport International Ltd. 100.0% Switzerland HNA Group Co., Ltd. China                   2,566 
14/06/2016 Nexperia B.V.  100.0% Netherlands JAC Capital Management; 

Wise Road Capital  
China                   2,445 

26/09/2016 Urbaser S.A. 100.0% Spain China Tianying Inc. China                   2,212 
13/06/2016 WindMW GmbH 80.0% Germany China Three Gorges Corporation China                   1,700 
11/04/2016 gategroup Holding AG 100.0% Switzerland HNA Group Co., Ltd. China                   1,689 
23/11/2016 Skyscanner Holdings Limited 100.0% UK Ctrip.com International, Ltd. China                   1,670 
28/05/2015 NXP Semiconductors N.V. (RF 

Power business) 
100.0% Netherlands JAC Capital Management Ltd China                   1,653 

01/09/2017 Banque Internationale a Luxembourg 
SA 

89.9% Luxembourg Legend Holdings Corporation  China                   1,484 

26/04/2017 Dufry Group 16.8% Switzerland HNA Group Co., Ltd. China                   1,328 
11/12/2015 SIBUR Holding OJSC 10.0% Russia China Petrochemical Corporation China                   1,219 
07/04/2017 Biotest AG 100.0% Germany Creat Group Corporation China                   1,203 
10/02/2016 Opera Software ASA 100.0% Norway Consortium led by Golden Brick China                   1,121 
10/03/2016 Punch Powertrain nv 100.0% Belgium Ningbo Dongfang Yisheng Investment China                   1,115 
19/05/2016 BPL Holdings Limited 100.0% UK Creat Group Corporation China                   1,068 
10/02/2015 Infront Sports & Media AG 100.0% Switzerland Dalian Wanda Group China                   1,050 



China’s Outbound FDI into EU – top recipient and channel  
Luxembourg is a gateway for Chinese investments in Europe
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Note: Stock figure reported by FDI recipients which including investment from China Mainland and Hong Kong.
Source: IMF Coordinated Direct Investment Survey (CDIS) 2015



China’s direct investments in Europe  
China’s tax treaty rates table



China’s investments in Europe via Luxembourg  
Luxembourg’s tax treaty rates table



China’s investments in Europe via Luxembourg  
Tax benefits in a nutshell

•  If Chinese companies (China HQ) structure their investments in Europe by 
setting up a EU headquarter in Luxembourg (EU HQ), a very tax efficient 
structure can be achieved:

–  0% WHT applies on dividends from EU subsidiaries under EU 
Parent-Subsidiary Directive, provided anti-abuse rules do not apply

–  0% WHT applies on interest/royalty from EU subsidiaries under EU 
Interest-Royalty Directive

–  Capital gains protection on alienation of shares is provided under tax 
treaties concluded by Luxembourg and other EU countries

–  Dividend received and capital gains derived by EU HQ should be 
fully exempt in Luxembourg under the participation exemption 
regime, provided certain conditions are met

–  0% WHT applies on dividends from EU HQ to China HQ, provided 
certain conditions are met

–  In case China HQ wants to incorporate a holding company in Hong 
Kong (HK HoldCo) above EU HQ to manage its investments abroad, 
there should be no tax leakage at the level of HK HoldCo

Note: In the context of the Base Erosion and Profits Shifting Project initiated by 
the OECD and G20 to tackle tax avoidance, there should be sufficient substance 
at the level of EU HQ to ensure the tax benefits above can be achieved



Timeline: Brexit/future trading position/new rules?

Source:  ALFI



§  a Hard Brexit means the end of the access of the EU single market from the United Kingdom for credit institutions, 
insurance companies and asset managers

§  concept of European Passport, EU subsidiary of foreign credit institutions, insurance companies and asset managers to 
access the EU single market in two manners (i)  freedom to provide services (FPS) from the location of the EU subsidiary, 
(ii) possibility to establish branches of the EU subsidiary in the EU (permanent establishment) as well as fund passports 
under UCITS or AIFMD

§  pending agreement on the future post Brexit settlement, credit institutions, insurance companies and asset managers need 
to review  the configuration of their branch / subsidiary and headquarters presence within the United Kingdom, the 
European Union and elsewhere, as well as their fund domiciles

§  Luxembourg, Dublin, Amsterdam, Frankfurt, Paris, etc. are positioning themselves as alternatives for financial 
institutions which are more impacted by the United Kingdom's planned withdrawal from the European Union

Ensuring continued access to the EU single market 



Credit Institutions / three alternative arrangements
 

Luxembourg subsidiary model
Set-up of a separate legal entity held by the parent non-EU (UK) Bank
Authorization by Luxembourg and EU supervisory authorities grants access to the 
universal banking license and the EU banking passport 
Overall authorization procedure to take approximately 6 months

Luxembourg branch model
Registration of a branch by the UK credit institution’s, to be authorised by the 
Luxembourg Ministry of Finances (LMF )
Distinct place of business from the bank headquarters but not separate legal personality
No access to EU banking passport

Services on an occasional basis
By way of a specific approval by the LMF, a UK entity would be able to come 
occasionally and on a temporary basis to Luxembourg in order to carry out a banking or 
an investment service
 
 

145 supervised 
credit institutions 
registered in Lxbg*

Source: European Banking Authority



Insurance companies / new hub in the EU



Impact of Brexit on asset management firms (1)

- Discretionary portfolio 
management / segregated 

mandates
- UK markets/sales teams

Source:  ALFI



Impact of Brexit on asset management firms (1)



Impact of Brexit on asset management firms (2)



Impact of Brexit on asset management firms (3)



Impact of Brexit on asset management firms (4)


