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2020 likely to see Chinese FDI in EU at record low

Editor's note: The pandemic has hit the global value chain and supply chain hard. Chinese and European businesses tried to
retain resilience but data just presented quite different scenarios for the two: while EU companies’ investment in China
emerged relatively steady, their Chinese counterparts were faced with twin difficulties in Europe: the pandemic and EU’s
increasingly inward policies. Enjoy your reading and have a nice weekend!

In the previous issue of Weekly Updates, we focused on hurdles at the ongoing China-EU
negotiations on their investment deal. For this issue, we keep an eye on how the EU and China
FDI flowed during the first three quarters of this year.

According to Rhodium Group’s quarterly monitoring reports, published by the European
Commission,_the first three months of this year saw newly announced EU’s acquisitions and
greenfield investment in China edged up to US$1.5 billion, but completed transactions declined
to US$1.6 billion from US$2.6 billion in the fourth quarter of 2019.

Prominent projects included a joint venture of Mercedes-Benz and China’s Geely worth
approximately US$780 million, BMW’s new plantin China’s northeastern city Shenyang, as well
as Volkswagen’s greenfield investment in electric vehicles. Jointly, they showed the auto sector
dominated the EU’s FDI to China and the trend prevails almost all year long.

European carmakers continued to push EU investments in China to rise between April and June,
with newly announced FDI hitting US$3.7 billion while completed transactions amounting up to
US$2.3 billion, both driven by several major acquisitions or greenfield investments by Europe’s
automobile giants including Volkswagen, Daimler, and BMW.

From July to September, EU FDI in China declined, with the newly announced investment
totaling only US$1.6 billion and completed acquisitions and commenced greenfield investment
amounting to US$ 1.5 billion. For the latter, half of the input came from the European automobile
industry as BMW, Dutch battery manufacturer Lithium Werks, Daimler, and Renault Motors
showered cash on the Chinese market.

Rhodium Group projected that European companies’ investment in China this year may total
US$7 billion, lower than last year, but still stays arguably steady, considering that the average
EU FDI to China in past five years stood at US$ 8 billion yearly.

However, the picture was gloomier on Chinese investment in the EU. For the first three months,
newly announced Chinese investment in the EU dipped slightly to US$2.1 billion and completed
transaction valued US$1.3 billion, the fourth-lowest in the past four years.

The China Chamber of Commerce to the EU (CCCEU) is a platform between China and the EU and it serves
the best interests of Chinese enterprises investing in the EU. Established in August 2018, the CCCEU
speaks on behalf of its 62 members and represents about one thousand Chinese enterprises.
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Those made headlines included Huazhu Group’s 700-million-euro takeover of German hotel
company Deutsche Hospitality, Haier's investment in Romania and Brother Enterprise’s
purchase of Chrome Chemicals Business from Lanxess. During this period, Chinese
investment in Europe mainly flowed to Germany (85%), Romania and France, driven by private
companies (96%).

China’s financial input toward Europe plummeted in the following months: from April to June,
newly announced investment turned out to be only about US$500 million and completed
investment also fell to a similar level, the lowest in the past five years.

CITIC Group announced to acquire majority stake in Medea Media Agency of the Czech
Republic; China Railway Construction took over Aldesa, a Spanish engineering and
construction company. For the second quarter, the top three destinations for Chinese
investment in the EU were Spain, Germany, and the Czech Republic.

For the quarter ending in September, Chinese investment in Europe ticked up. The newly
announced FDI totaled US$1.8 billion, in which China Three Gorges (CTG) agreed to buy 13
Spanish solar plants built by Madrid-based renewables firm X-Elio; and Tiktok’s announcement
on building a data center in Ireland.

The completed investment transaction valued US$1 billion, higher than the previous quarter,
but still lower than the same period last year. The bulk of completed Chinese investment went
into the energy sector, for instance, China Three Gorges increased its stake in Portugal’s EDP;
Tianjin Zhonghuan Semiconductor executed its $298 million investment in Maxeon Solar
Technologies as a sponsor of Maxeon’s spin-off from SunPower:;

Chinese investment in the EU was slowing down and if the trend continues, the year 2020 will
likely see Chinese FDI at a record low since 2013, warned Rhodium Group.

In fact, the scale of capital flows between China and Europe has for years been greatly dwarfed,
if compared with their average 1-billion-euro trade volume per day. Brussels-based think
tank Bruegel pointed out that the concerns over the Chinese presence at the macro level could
be overblown.

While the stock of FDI from China and Hong Kong has grown substantially since 2000, to
around €150 billion in stocks in 2017, it still represents less than 8 percent of that from the US
and Canada (which stood at over €2 trillion), it said.

“Against the backdrop of collapsing global capital flows and limited existing FDI from China,

there is little risk of excessive exposure, indeed a deepening of bilateral investment flows would
be beneficial for both economies,” it noted.


https://www.globallegalchronicle.com/tianjin-zhonghuan-semiconductors-298-million-investment-in-maxeon-solar-technologies/
https://www.bruegel.org/2020/07/europes-china-problem-investment-screening-and-state-aid/
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[Other Updates]

Financial Times: The EU will call on the US to seize a “once-in-a-generation” opportunity to
forge a new global alliance, in a detailed pitch to bury the tensions of the Trump era and meet
the “strategic challenge” posed by China.

Reuters: European Union governments and the European Parliament agreed on Friday on the
annual EU budget for 2021, but for it to become law, Poland and Hungary will need to lift their
veto of the overall 2021-2027 EU budget framework.

Chinese Mission to the EU: Zheng Zeguang, Vice Chinese Foreign Minister held talks with
Deputy Secretary-General for Political Affairs of the European External Action Service Enrique
Mora Benavente via video conference.

Euractiv. Former French president Valery Giscard d’Estaing, a leading advocate of European

integration who led his country into a new modern era, has died of Covid-19, his family said.
He was 94.

G20: Italian Prime Minister Giuseppe Conte on Tuesday announced the start of his country's
presidency of the G20, the premier forum for international economic cooperation.

EUobserver: The UK, on Thursday, unveiled plans to cut the nation's carbon emissions by at
least 68 percent by 2030 (below 1990 levels) ahead of next week's UN Climate Ambition
Summit.

Reuters: The European Union and Britain talked into late on Thursday to try to secure a Brexit
trade deal, with an EU official saying an agreement was closer than ever but a UK government
source warning chances for a breakthrough were receding.

Euobserver: Belgium will begin Covid-19 vaccinations on 5 January in the "best case scenario”,
its prime minister Alexander De Croo and health minister Frank Vandenbroucke told parliament
on Thursday.



https://www.ft.com/content/e8e5cf90-7448-459e-8b9f-6f34f03ab77a
https://www.reuters.com/article/idUSKBN28E1TP
https://www.fmprc.gov.cn/web/wjbxw_673019/t1837514.shtml
https://www.euractiv.com/section/politics/news/ex-french-president-giscard-destaing-dies-of-covid-at-94/
https://www.prnewswire.com/news-releases/g20-interfaith-forum-kicks-off-preparations-for-its-2021-global-event-in-italy-with-handover-ceremony-301185928.html
https://euobserver.com/tickers/150285
https://www.reuters.com/article/idUSKBN28D0RR
https://euobserver.com/tickers/150277
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