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Global Leader of EY China Overseas Investment Network Cre

The country enhanced supply-5|de reforms to drive domestic demands and experienced a vibrant economlc' .
recovery. On the other hand, it fostered multilateral international cooperation and reached major X
breakthroughs with Asia-Pacific and the’European Union (EU) economies. The signing of the Regional *
Comprehensive Economic Partnership (RCEP) gave birth to the world's largest free trade zone. The on-schedule
conclusion of the negotiations for the Comprehensive Agreement on Investment (CAD will pave the way toward
deeper economic and trade cooperation between China and EU countries. This is ‘good news to the Chinese s
investors going abroad, who can be benefitted by a set of consistent investment rules under the CAl when { :
investing in the EU, which can alleviate investment costs, lower trade barriers and enhance business
environments. It is believed that these developments have strengtﬁened confidence and motivation to the
recovery of the world economy. The overseas market development is necessary to corﬁplement_ domestic
circulation, which forms the foundation and protection of the Chinese economy. Chinese enterprises will
continue to actlvely participate in international cooperation and competition, and this will contr|bute toa

* healthier and more sustainable development in the internal circulation within China. Though the pandemic is
expected to continue to |mpact gIobaI cross-border investment in the short term, Chinese enterprises may , *
utilize opportunities brought by the recent breakthroughs in muItllateraI cooperation and achieve more stable

and longer-term development in overseas markets."” x : b : Y

s . .

-

Overseas EPC

-'
| -

'\ ’%-,J\lote TMT sector refers to technology, media & entertainment and telecommunications
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» China’s overall ODI A Up
US$132.9 billion 3.3% YOY

» Non-financial ODI Down
USS$110.2 billion 0.4% YOY
» B&R non-financial ODI A Up
18.3% YOY

USS$17.8 billion

The investments mainly went to leasing & business services,
wholesale & retail, scientific research & technical services,
and electricity production & supply areas. The investments
in leasing & business services were up 17.5% at US$41.8
billion, wholesale & retail up 27.8% at US$16.1 billion,
scientific research & technical services up 10.3%, electricity
production & supply up 18.1%, respectively

Global investment policy tracker

Figure 1: China's non-financial ODI, 2016-2020
(USS billion)
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m Non-financial ODI to other countries

The Export Control Law was officially
passed and it went into effect on 1 Dec
2020. It provides policy tools for the
authorities to implement comprehensive
and flexible export control in response to
the changing international landscape

2020/10/17 2020/11/15

RCEP was signed and it includes provisions for investment protection in the
areas of foreign exchange transfer and compensation for losses, in addition to
provisions for investment facilitation such as dispute prevention and resolution.
The agreement set out a higher level of opening commitments as RCEP
members will adopt negative listing approach on investment in manufacturing,
agriculture, forestry, fisheries, mining, etc

Agreement (FTAA) as provided under the country's constitution

>
&
©
o
c
2
o
S
(s

security

China and the EU concluded the negotiations on CAI.
The EU will open further to China in energy wholesale
and retail markets, renewable energy markets, etc. For
liberalization commitments, the agreement follows a
negative listing approach in specific Annexes for
National Treatment, etc. Both sides will also relax
market access and commit more favored policies

2020/12/30

The Protocol to Upgrade the China-New Zealand Free Trade
Agreement was signed. New Zealand confirmed to relax the
threshold for reviewing investments made by Chinese
enterprises——NZ$100 million for Chinese government
investment and NZ$200 million for non-government investors
is (compared to the review threshold at NZ$10 million under
previous China-New Zealand FTA)

2021/1/9 2021/1/26

The Ministry of Commerce of China released the Rules on Counteracting
Unjustified Extra-territorial Application of Foreign Legislation and Other
Measures to protect legitimate rights and interests of Chinese citizens,
legal persons or other organizations overseas and to maintain normal
economic and trade order

» Philippines: On 20 October 2020, the Department of Energy released a circular that allows for 100% foreign ownership in large-scale
geothermal exploration, development, and utilization projects. However, there are some conditions that foreign investors should meet,
such as a minimum investment cost of about USS50 million and it should be implemented under the Financial and Technical Assistance

» United Kingdom: On 11 November 2020, the UK Government released the draft National Security and Investment Bill, which would
introduce mandatory filings in certain key sectors, such as civil nuclear, communications, defense, data infrastructure, energy,
transport, satellite and space technologies, etc. The bill also grants the British government the power to review all transactions involving
national security and implement “corresponding remedial measures" after the transaction is determined to pose a risk to national

» Spain: On 19 November 2020, the Royal Decree-Law 34/2020 relating to urgent measures against the COVID-19 pandemic came into
force. It prolongs the regime of suspension of liberalization of certain foreign direct investments in Spain until 30 June 2021. Under the

regime, all FDIin listed companies as well as unlisted companies requires prior clearance, if the investment value exceeds 500 million
euros. This applies to an acquisition of 10% or more of stock. Furthermore, the Royal Decree-Law specifies sectors, in which foreign
investment is subject to advance screening. New additions include: 1) critical and dual-use technologies such as telecommunications,
artificial intelligence, robotics, semiconductors, cybersecurity, aerospace, defense, energy storage, quantum and nuclear technologies,
nanotechnologies, biotechnologies, advanced materials and advanced manufacturing systems; 2) supply of fundamental inputs, in
particular energy, or those related to strategic connectivity services or raw materials, as well as food security; and 3) media

» United Arab Emirates (UAE): On 23 November 2020, under the federal decree issued by the UAE authorities, which came into force on
2 January 2021, a company can be up to 100% foreign-owned (from previous maximum of 49%). The Decree removes the requirement
for foreign branches to have a UAE national or local company as a registered agent

» Australia: On 9 December 2020, the Parliament passed legislation to make the $O monetary threshold for mandatory screening of
investments (including starting such a business) in sensitive national security businesses, introduced as a temporary measure in March

2020, permanent

» Italy: On 25 December 2020, the Law of 18 December 2020, no. 176 went into force. The new law extends the temporal scope of
application of the special FDI screening regime introduced in April 2020 to 30 June 2021. Until that date, acquisitions of certain Italian
businesses in strategic sectors originating from the EU (controlling interests) and from outside the EU (10% of voting rights) are subject

to notification

Sources: UNCTAD Investment Policy Monitor; China Ministry of Commerce (MOFCOM); People’s Daily; Xinhuanet; HKTDC; EY analysis
Overview of China outbound investment of 2020
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» Announced value

o v Down
US$46.4 billion 46.2% YOY

» Announced deal volume Down
530 deals 18.5% YOY

The momentum for China overseas M&As rebounded
sharply in Q4 and the announced transaction value
increased by 122% from Q3

Sector analysis

Figure 2: Announced value of China overseas M&As,
2016-2020 (USS billion)
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> By deal value, TMT, consumer products and advanced
manufacturing & mobility were the top three sectors.
Among which, TMT made up 36% of the total, well
ahead of announced deal value of other sectors.
Investments were primarily made in low-sensitive
hardware manufacturing, software development, IT
services, etc. Notably, the health care and life
sciences sector was the only one that saw China
overseas M&A value increasing during the year at
US$2.3 billion, up 7.2% YOY. Major invested
segments were biotechnology, drug research &
development, medical devices, etc

> By deal volume, TMT, financial services, and
advanced manufacturing & mobility were the top
three sectors, representing 52.1% of the total. We
only saw increases in the financial services (up 12.7%)
and TMT (up 0.7%) sectors by deal volume while that
of other sectors decreased

The absolute value of overseas health care M&As may

Figure 3: Top five sectors of China overseas M&As
in 2020

I By deal value (USS$ billion, %YOY)
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& mobility
I By deal volume (Number of deals, %YOY)
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services manufacturing products  hospitality &
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look small but the sector is likely to present a promising
future for Chinese investors following the COVID-19
pandemic

Sources: MOFCOM; ThomsonOne, Mergermarket, including data from
Hong Kong, Macau and Taiwan and deals that have been announced but
not yet completed, downloaded on 4 January 2021; EY analysis
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Geographical analysis

Alr\lnoerrtif;a US$13.9 billion §  Down 38% YOY Figure 4: China overseas M&As by continent in 2020
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_ ' (by deal value in USS$ billion and deal volume)
Key sectors were TMT, consumer products and financial

services
As the new US administration assumed office in 2021, there m
America

>
could be greater stability and continuity in the country's
policy-making W W
> The pandemic severely affected the US economy and led to
rapid digital transformation. More cooperation and
competition could be observed among businesses from China
and t.he gS inthe area? of the digital ec?nomy . @
> Considering the evolving Sino-US relations and that the US is
one of the major markets for Chinese multinational enterprises,
Chinese investors are recommended to make use of a W
systematic and quantifiable approach toward geo-political risks
to ensure responsive and resilient risk management
-------------------------------------------------------- Figure 5: Top 10 destinations of China overseas M&As
US$13.7 billion W Down 44% YOY in 2020 (USS$ billion)
> Chinese announced deals in Asia accounted for 40% of the Country 2020 2019 Growth%
total volume, up 4.3% YOY, which was the only continent that
recorded growth 1 us 13.1 15.6 -16.0%
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TMT whereas Saudi Arabia, South Korea and Singapore were
popular destinations 3 Chile 3.0 4.6 -34.3%
> o . . .
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be seen in the Asia-Pacific region following the signing of the
RCEP. A new free trade partnership has been created between 5 @, SouthKorea 2.8 2.0 41.7%
China and Japan as well as between Japan and South Korea. . .
Under the RCEP, a consistent standard on the place of origin 6 Singapore 2.8 7.4 -62.5%
will be adopted in the region, providing enterprises with Siear .

o . L aal Austral 2.2 4.2 -46.2%
greater flexibility and convenience. This will enhance the [ - ustratia '
integration of the regional supply chain and encourage further 8 ; z UK 2.1 10.2 -79.6%
intra-region investments within the RCEP signatories and
foreign direct investment by other geographies into the RCEP 9 e INdia 1.6 3.9 -57.9%

e . 10 | j tav 1.4 05  173.2%

US$12.5 billion W Down 48.6% YOY

>

US$3.2 billion W Down 66.9% YOY
China overseas M&As in Europe decreased markedly these

years and the value of announced China overseas deals in > Over 90% went to power & utility
Europe during 2020 was just 13% of that of 2016 at its peak > Chile and Peru were the popular destinations

Key sectors were TMT, real estate, hospitality and construction, -------=-====-==-==--------------"----"-~-~-~-~-~-~-~-~----

as well as advanced manufacturing & mobility -

. . Uss2.2 billion W Down 51.2% YOY
The conclusion of the negotiations for the CAl was on schedule
and it will pave the way for more investment room among > 50% went to real estate, hospitality & construction;
businesses in China and the EU. Under the CAl, a set of nearly 30% to mining & metals

consistent investment rules are expected to be applicable to

the 27 EU members to lower trade barriers and enhance

business environments. The higher level of market openings US$0.9 hillion A Down 17% YOY
between China and the EU will benefit Chinese investors
looking for outbound opportunities

In 2021, Chinese outbound investors are expected to be active * Democratic Republic of Congo and Nigeria were the
in Europe potentially in the sectors of renewable energy, digital popular destinations

economy, etc

> Over 70% went to mining & metals

Sources: MOFCOM, Xinhuanet; ThomsonOne, Mergermarket, including data from Hong Kong, Macau and Taiwan and deals that have been
announced but not yet completed, downloaded on 4 January 2021; EY analysis
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Figure 6: China overseas divestments by value,

» The announced value of China

overseas divestments A < 2016-2020 (USS billion)
124% YOY
US$49.3 billion 60 -
49.3
> The announced value of China overseas divestments 50 1
exceeded the total M&A value in the same year for 40 A
the first time 28.0
30 1 22.1 22.0
> As the stock of China outbound investment continue 17.0 ) '
to grow and their international development becomes 20 1
more mature, Chinese investors may navigate 10 A .
through the capital agenda more often o |
> It will be important to make thorough planning for 2016 2017 2018 2019 2020
efficient capital circulation and value maximization
including in the event of exit
Overseas EPC
» The total value of newly-signed Down Figure 7: Value of newly-signed China overseas
China overseas EPC contracts 1.8% YOY EPC Contracts, 2016-2020 (US$ bi”ion)
USS$255.5 billion 300 -

265.3 260.3
244.0 255.5

50 | 241.8

» In B&R countries and regions

USS$141.5 billion v Down 200 4 168.6 | 169.0

8.7% YOY @ @
150 -
100 -
» The total overseas EPC turnover v Do 50 ~
US$155.9 billion 0

9.8% YOY -
2016 2017 2018 2019 2020

» In B&R countries and regions
Down

USS$S91.1 billion v Ty m New EPC EPC turnover
0

> About 80% of the total overseas EPC contracts, more than US$200 billion by value, were related to
infrastructure involving more than 5,500 projects

> Newly-signed overseas EPC contracts of general and hydraulic construction increased by 37.9% and
17.9% respectively

> The movement of expatriates on contracted projects was affected by the pandemic and recorded a
30% reduction

Sources: MOFCOM; ThomsonOne, Mergermarket, including data from Hong Kong, Macau and Taiwan and deals that have been announced but not
yet completed, downloaded on 26 January 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 EY's 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.

EY | Assurance | Tax | Strategy and Transactions | Consulting

About EY

EY is a global leader in assurance, tax, strategy, transaction and consulting services. The insights and quality services we deliver help build trust and confidence in the capital
markets and in economies the world over. We develop outstanding leaders who team to deliver on our promises to all of our stakeholders. In so doing, we play a critical role in
building a better working world for our people, for our clients and for our communities.

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. 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. For more information about our organization, please visit ey.com.

© 2021 Ernst & Young, China
All Rights Reserved.
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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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