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The shift in economic power towards Asia, and towards 
China in particular, is one of the most significant events 
to have been witnessed on the international economic 
stage in recent years. China is fast rewriting its eco-
nomic and business relations around the globe and 
changing the world as we know it. By way of example, 
this Asian nation now plays a leading role in exports 
worldwide, receives the bulk of inbound investments 
and is a major purchaser of bonds. Its relations with 
the different economic regions are also undergoing a 
deep-rooted transformation as a result of this process.

China’s relations with Europe are also changing drasti-
cally. European multinationals and SMEs have now been 
operating in China for some years. Commercial dealings 
between Europe and China have multiplied and the two 
regions have become priority business partners. China’s 
investments in Europe have come under the spotlight to a 
lesser degree, however; primarily because this is still a new 
phenomenon, albeit one of great interest and projection.
Well aware of the significance of these developments, 
ESADE Business School has embarked upon an in-dep-
th analysis of this new sphere of economic and busi-
ness relations between China and Europe. In particular, 
ESADEgeo, in conjunction with its partners KPMG and 
Cuatrecasas, is behind the first report to be published in 
Spain on Chinese FDI in Europe. The report was drawn 
up as part of the most extensive initiative undertaken 
by the ESADE China Europe Club, a business platform 
set up to raise awareness and boost economic and ins-
titutional relations with Chinese enterprises in Euro-
pe. Global Asia, ACCIO and Barcelona Activa have also 
contributed to the elaboration of the present report. 

This report aims to provide a detailed study of the 
status of Chinese investment in Europe and will be 
published annually. Each year the analysis will cen-
tre on a different sector of investment and a specific 
country, the financial sector and Spain having been 
selected as the focus for this first edition. The report 
also incorporates case studies on Chinese firms that 
have successfully expanded into Europe, and arti-
cles on key matters such as Chinese sovereign wealth 
funds and investment regulations in force in Europe.

Javier Solana
President of ESADE Center for Global Economy and 
Geopolitics
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• China is already one of the world’s major investors, 
with 18,000 companies located abroad in 177 countries. 
In recent years its firms located overseas have multiplied 
their operations and China has climbed from its posi-
tion as the 33rd foreign investor in 2000 to rank 3rd in 
2012. China is leading the boom in foreign investments 
by emerging countries. Its volume of investments world-
wide in the last three years is ahead of Russia’s, six times 
greater than that of India and 29 times that of Brazil.  

• China has a large number of global firms (89 among 
the 500 largest in the world), such as Huawei, Cosco, ZTE, 
ICBC, Lenovo and Haier. These companies are characte-
rised by their substantial management capacity, com-
mitment to innovation, decisive expansion strategy and 
abundant financial resources, and have considerable ca-
pacity to transform and instigate major changes in the 
sectors in which they operate.

• Chinese foreign direct investment (FDI) will conti-
nue to grow at great speed, driven by various institutio-
nal and economic factors inherent in the development 
model, and particularly by the need to support a change 
in the growth model through the transfer of knowledge, 
technology and management techniques from abroad.

• Excluding offshore financial centres (OFCs), the Euro-
pean Union (EU) is the main destination for Chinese 
investment in the world with an FDI stock of €26,768 
million at the end of 2012, testimony to the robust trade 
relations between the two economies (the EU is China’s 
main trading partner).

• The EU offers excellent opportunities for Chinese 
enterprises, such as the world’s largest high-purcha-
sing-power consumer market, or the possibility for its 
firms to learn and acquire new competitive capacities. 
These opportunities are set against a backdrop of con-
siderable macroeconomic, political and institutional sta-
bility, with infrastructure and quality human resources 
of the highest level. The European economy has also de-
monstrated its openness to receive Chinese investments. 

• Chinese FDI concentrates only 0.67% of total invest-
ments received by the EU. There is a huge margin for 
growth in the coming years stemming from the inter-
nal factors mentioned previously, the decisive political 
drive for greater international corporate expansion, and 
the opportunities and advantages offered to Chinese 
companies investing in the EU. 

• 73.3% of Chinese FDI in Europe is concentrated in 
six countries: Luxembourg, France, the United King-
dom, Germany, Sweden and the Netherlands. Invest-
ments have been made through a combination of small 
or larger-scale acquisitions (such as Geely’s purchase of 
the Swedish firm Volvo) and more than 700 new gre-
enfield investments, ranging from the opening of bank 
branches by ICBC or Bank of China, the installation of 
solar plants such as those set up by Suntech Power, and 
logistics facilities such as those created by Hutchinson 
or Cosco, to R&D centres, including those established by 
ZTE or Huawei.

• In 2011 and 2012 Chinese investments in Europe 
reached an all time high, amounting to €7,657 million 
in the second of these years. This volume encompasses 
122 projects implemented by Chinese firms in the EU in 
that year (the latest year with available data). 

• The proliferation of Chinese investments in the EU ca-
rries substantial advantages for Europe, such as direct 
and indirect job creation; the generation of supply and 
distribution activity in connection with multinationals; 
the introduction of quality products at highly competi-
tive prices; headway in sector specialisation and the in-
troduction of new competitors; recapitalisation of strug-
gling companies; the opening up of the Chinese market 
to European companies; and entry into third markets 
through alliances and joint investments.

• The Chinese financial sector and its branches of ac-
tivity have made huge progress in recent years, but 
there is still a wide margin for development and moder-
nisation. Interest rate liberalisation, financial market ex-
pansion, financial innovation and the emergence of new 
businesses and operating practices, as well as shadow 
banking regulations, are the main challenges the sector 
will face over the next few years. 

• The principal Chinese banks – Industrial and Com-
mercial Bank of China (ICBC), Bank of China, China Deve-
lopment Bank, Export Import Bank of China, China Cons-
truction Bank, Agricultural Bank of China, CITIC and Bank 
of Communications – are present in the EU through ei-
ther representative offices or branches, and many have a 
clearly defined strategy for growth in the EU. 

• There are currently around 60 Chinese companies 
operating in Spain, which is a minimal presence in 
the light of the 12,000 or more foreign companies in 
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Spain. However, in terms of the volume of Chinese in-
vestment projects received, Spain is the fourth European 
country and China’s commitment to Spain has grown 
considerably in recent years. 

• Many of the major Chinese firms, such as Huawei, 
Haier, Huayi, Lenovo, ZTE, COSCO, ICBC, Minmetals, Hut-
chinson, Kerry Logistics and Keeway Motor, are present 
in Spain. Although in some sectors there is a business 
presence rather than a base of Chinese companies, the 
density and influence of Chinese enterprises in the ICT 
and renewable energies sectors is notable. 

• Chinese enterprises primarily invest in Spain to 
open up new markets, support the sales network or 
access distribution channels and qualified human re-
sources. Their intentions are therefore similar to those 
of other foreign companies. The main challenges facing 
Chinese firms in Spain are brand recognition and unders-
tanding the local market and consumers, in addition to 
various regulatory aspects.

• Chinese companies have a positive perception of 
the business climate in Spain, particularly in terms of 
the quality and availability of human resources, market 
size and access to third markets, port infrastructure and 
openness to foreign investment. However, they are cri-
tical of the bureaucracy and the price of industrial land.
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1.1 CHINA’S GROWTH MODEL

China as a world power

Since markets started to open up in 1979, China has 
emerged as an economic power and its integration into 
the worldwide economy has afforded it a position of 
power and financial relevance that would have been un-
thinkable just a few years previously. China has been at 
the helm of the global north-to-south shift in economic 
power in recent years. Other Asian, Latin American and 
indeed African economies have also played a substantial 
role in this process; but the transformation in the world-
wide economy would be far less significant without the 
input of China. In fact, according to World Bank1 calcu-
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lations, if China’s 31 provinces were regarded as inde-
pendent economies, they would be among the 32 fas-
test-growing economies in the world. 

China’s emergence as a world power is a recent pheno-
menon – coming about in the last decade – that has seen 
its contribution to GDP, trade and global reserves reach 
lofty heights.  Present-day China is the driver of world 
economy, surpassing both Germany and Japan in terms 
of GDP, and all indications suggest that it will become 
the largest economy by 2020. It is also the greatest glo-
bal exporter of goods and capital, the largest consumer 
of raw commodities (agricultural and mineral), it holds 
almost a third of the world’s currency reserves, has two 
banks amongst the top ten worldwide, and 89 of its 

corporations figure in the 2013 Fortune 500 ranking2. 
However, in terms of foreign direct investment (he-
reinafter FDI), China’s gradual integration into the glo-
bal economy is moving ahead at a slower pace than in 
other areas. China ranks only 13th amongst outbound 

1. “China 2030, Building a modern, harmonious, and creative society”. World Bank, 2012.
2. List of the world’s largest companies ranked by revenues.

Chart 1. 
China’s share of worldwide GDP, trade and reserves

Source: United Nations Conference on Trade and Investment (UNCTAD) database, 2013



investors worldwide3  with a total share of 2.1%, far from 
its 11% share of global GDP or goods exports. 

Nonetheless, as we will see later on, various factors lead 
us to believe that China will bridge this gap in the co-
ming years to become one of the world’s principal out-
bound investors. Specifically, the Economist Intelligence 
Unit expects outbound investment from China to exceed 
incoming foreign investment by 2017. 

A transitioning growth model

Most international bodies, financial institutions and con-
sultancy firms agree that China will become the world’s 
foremost economy in the coming years. However, in the 
short and medium term growth in this driving force that 
is China is likely to be a few percentage points short of 
figures seen in recent years. 

These spectacular growth rates have engendered a cer-
tain imbalance in the Chinese economy. Firstly, rapid 
industrialisation has led to a marked decline in the en-
vironment and is a threat to public health in some areas 
of the country. China ranks 116th in the “Environmental 
Performance Index” drawn up each year by Yale Univer-
sity, which assesses environmental public health and 
respect for the environment in 132 countries4. Secondly, 
the extensive loan-granting policy might have particu-
larly favoured state-owned companies as opposed to 
private enterprises, undermining the growth capacity 

of projects and companies that are both profitable and 
productive, distorting figures and producing a “crowding 
out” effect, as highlighted in a recent Brookings5 report. 
In 2012, 43 of the 50 enterprises that received the ma-
jority of bank loans granted were state-owned6. Thirdly, 
coastal city development has given rise to notable diffe-
rences across areas of the country. The fast-moving ur-
ban development of these cities has built up a huge ag-
glomeration of inhabitants in the metropolitan outskirts 
who live in precarious circumstances, while increased ac-
cess to information has sent demands for better working 
conditions sky rocketing. According to Ma Jiantang of 
the National Bureau of Statistics, salaries in urban areas 
are three times higher than in rural zones, while people 
working in the most profitable sectors earn up to four 
times more than workers in less lucrative spheres7.  

Besides highlighting the issues inherent in rapid econo-
mic growth, these aspects constitute a hotbed that could 
cultivate a loss of citizen trust in the political and finan-
cial system. World Bank data indicate that China is home 
to more than a million millionaires, while more than 170 
million people live on less than $2 a day8.  Meanwhile, 
the rise in unit labour costs (ULC), which increased by a 
factor of 2.4 between 2002 and 2010 in certain areas of 
the country as a result of economic development, social 
improvements and better living standards, could have a 
negative impact on cost competitiveness for certain Chi-
nese enterprises9. A range of trends is emerging, such as 
a marked shift back to investing in western countries or 
offshoring to other Asian economies10. All of these fac-
tors have spurred the Chinese government to set in mo-
tion a decisive strategy to transform the growth model, 
which in turn has a direct impact on its enterprises’ drive 
for foreign investment, as we will see later on. 

The growth rate in the Chinese economy has been on 

3.2012 data
4.http://epi.yale.edu/
5.“The Chinese Financial System. An Introduction and Overview”. Douglas J. Elliott and Kai Yan, Brookings, 
2013
6.http://www.wantchinatimes.com/news-subclass-cnt.aspx?id=20130530000024&cid=1202
7.“China’s New Income Inequality Reform Plan and Implications for Rebalancing”. US-China Economic and 
Security Review Commission, 2013.
8.“China 2030, Building a modern, harmonious, and creative society”. World Bank, 2012.
9.http://www.economist.com/news/special-report/21569570-growing-number-american-compa-
nies-are-moving-their-manufacturing-back-united
10.“The People’s Republic of China and Latin America and the Caribbean. Dialogue and cooperation for the 
new challenges of the global economy”. Economic Commission for Latin America (ECLA), 2013.
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GDP POPULATION EXPORT IMPORT FDI RESERVES

1 USA CHINA CHINA USA USA CHINA

2 CHINA INDIA USA CHINA CHINA+HK JAPAN

3 JAPAN USA GERMANY GERMANY UK SAUDI ARABIA

Table 1. 
China: main variables worldwide

Source: UNCTAD and the IMF’s World Economic Outlook (WEO), 2013



the slide since 2010. The pace of growth in 2013 was 
7.7%, the lowest figures for 14 years. How can we exp-
lain this decline in growth?  There are three fundamental 
reasons for the slowdown. First of all, the government 
appears to be sacrificing growth percentage points by 
curbing public expenditure in order to make the neces-
sary structural reforms to boost consumer spending and 
shift from industry development to services.  The second 
facet is the middle income trap, which explains why a lar-
ge number of economies are having difficulties in sustai-

stimulus through both fiscal and monetary policy, and 
a considerable volume of reserves to support its expan-
sion. The IMF has affirmed that the Chinese authorities 
would take action if economic growth were persistently 
below 7.5%11. Moreover, China has already made major 
inroads towards transforming its economic model, and 
the improvements to its education system, its invest-
ment in knowledge and the dynamism displayed in re-
cent years all plant the seeds of optimism for the future. 
 
The Chinese economy is in the midst of a quiet but 
thorough transition from economic growth centred on 
quantity (substantial increases in GDP) towards econo-
mic progress with a more qualitative slant. What is meant 
by higher quality growth? It primarily entails a shift from 
a growth model based on public investment to one fue-

ning their development to become high income coun-
tries. This is because growth through an accumulation 
of factors is no longer sufficient to maintain economic 
expansion; instead, an increase in productivity is nee-
ded, which proves far more complicated. Thirdly, growth 
in FDI into China and in the country’s export sales is so-
mewhat on the decline due to the weak global economy, 
particularly in Europe, China’s main trading partner.  Chi-
na is nonetheless on firm footing to address its sliding 
economic growth. It has a wide margin for economic 

lled by domestic consumption and requires economic 
sectors to gradually take on activities typical of the hi-
gher end of the value chain. The aim is also to continue 
nurturing the private sector with a view to increasing its 
weight as an economic driver, while combining the force 
of state-owned enterprises (“SOEs”) with a greater boost 
to private SMEs. The government’s commitment to chan-
ging the economic model was confirmed in the 12th Fi-
ve-Year Plan12, which was approved in March 2011 and 
will remain in force until 2015. This document serves as a 
roadmap to assist the authorities in determining econo-
mic policy, and provides six principal guidelines for the 
coming years. 

Chart 2. 
Growth in the Chinese economy (GDP annual growth)

Source: World Economic Outlook, IMF, 2013

11. “World Economic Outlook (WEO)”. FMI. 2013.
12. “The 12th Five-Year Plan of the People’s Republic of China (2011-2015)”. Economic and Commercial Office 

of Spain in Shanghai.
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The two main priorities pertain to restructuring the eco-
nomy, with the focus on boosting domestic consump-
tion over and above other sources of growth. The third 
point aims to transform and modernise industry in China 
with a view to moving Chinese enterprises up the inter-
national value chain, by placing R&D spending at 2.2% 
of GDP and increasing the number of patents to 3.3 per 
10,000 inhabitants. The fourth goal relates to the third 
and focuses on environmental protection and reducing 
pollutant gases. The fifth target addresses coordinated 
regional development and centres on improving wealth 
distribution (development included) and the standard of 
living in general, incorporating a social security reform 
that facilitates domestic consumption as opposed to sa-
ving. The ultimate goal is to create and consolidate an 
urban middle class. The government’s sixth priority is to 
foster the international expansion of Chinese enterprises 
and promote the creation of global Chinese companies.
 
Of particular interest for this study, within the context 
of the 12th Five-Year Plan, is the Chinese government’s 
focus on developing seven specific economic sectors, 
which it denominates “strategic emerging industries”. It 
is reasonable to assume that the investments made by 
enterprises operating in these sectors, either in China or 
abroad, will benefit from tax breaks, state subsidies and 
administrative incentives. We can therefore expect Chi-
nese firms to engage in a greater volume of foreign ope-
rations in the coming years across all economic sectors, 
although most specifically in the fields of infrastructure, 
energy, agriculture, high-tech, environment, healthcare, 
agri-food and consumer goods.

Furthermore, in 2006 China announced that it would 
continue to enforce rigorous control over seven strate-
gic sectors, primarily through the SOEs. These sectors are 
defence, electricity generation and distribution, oil, tele-
communications, steel, civil aviation and water transpor-
tation. As such, the government can also be expected to 
support outbound investment that is able to substantia-
lly improve the domestic operations of these sectors. 

In late November 2012, the 18th Central Committee of 
the Communist Party of China held its plenary session, at 
which the Chinese heads of state announced their stra-
tegic lines of action and the main reforms to be imple-
mented in the economic sphere in the coming years. The 

Chinese government once again conveyed its conviction 
of the need to keep making inroads into the transforma-
tion of the economic model on the basis of higher do-
mestic consumption and increased economic moderni-
sation, in turn founded on a gradual opening-up of the 
market and on innovation. 

The main commitments enumerated include five en-
vironment-orientated initiatives. In the first instance, 
the Chinese government has announced an extension 
to the scope of public services, enabling Chinese fami-
lies to reduce the amount allocated to savings, thereby 
freeing-up resources for consumer spending. Secondly, 
it aims to reduce State and SOE intervention in the eco-
nomy, instead relying more heavily on market forces, 
SMEs and the services sector. To this end, and amongst 
other measures, barriers to the entry of private capital 
will be lifted in certain economic sectors, and work to 
achieve transparency and regulatory harmonisation for 
foreign companies will be ongoing. Thirdly, in areas whe-
re the rapid industrialisation of recent years has severely 
harmed the environment, priority will be given to pro-
tecting resources, as opposed to strictly economic crite-
ria. The fourth initiative entails upping the fight against 
the corruption that pervades certain state business cir-
cles. Fifth on the agenda, local governments will be per-
mitted to issue securities in the financial markets, which 
will enable them to increase their financing capacity.

1.2 OUTBOUND INVESTMENT FROM CHINESE 
CORPORATIONS 

Historical background 

In 1979 the opening-up of China’s economy to the outsi-
de world reached a crossroads, when Deng Xiaoping in-
troduced regulatory changes to foster China’s economic 
relations outside the country, in various spheres. One of 
these changes authorised the SOEs to undertake cer-
tain operations abroad, under State Council supervision. 
Throughout the 1980s, various regulatory barriers remai-
ned in force. Coupled with the scant competitiveness of 
Chinese enterprises (both private and state-owned), this 
meant that China’s FDI operations amounted to just USD 
3,600 million, according to the UNCTAD13. 

The opening-up of FDI to new economic sectors and the 
financial support and tax breaks received increased in-
vestments made by Chinese firms to USD 23,200 million 
in the 1990s, a volume eight times that seen in the prece-13. United Nations Conference on Trade and Investment
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ding decade, although the Chinese economy was still far 
from achieving its potential. By the mid 1990s the three 
major Chinese oil companies (China National Petroleum 
Corporation, Sinopec and China National Offshore Oil 
Corporation — CNOOC) had yet to engage in outbound 
investment.

The major turning point that saw a boom in Chinese 
outbound investment arrived in 2000 when President 
Jiang Zemin’s “Go Global” policy came into force with a 
view to boosting outbound FDI. Until 2003 China’s fo-
reign operations were essentially limited to SOE invest-
ments in the manufacturing and commodities sectors. 
The “Go Global” policy was incorporated into the 10th 
and, later, the 11th Five-Year Plan (2001-2005 and 2005-
2010, respectively), and therefore became a priority un-
der Chinese government policy. From then on, foreign 
operations conducted by Chinese enterprises not only 
became more frequent but also involved larger volumes. 
“Go Global” offered enterprises favourable policies and 
procedures to finance their operations, investment and 
export insurance, access to foreign currency, tax relief, 
information on priority target destinations, as well as tra-
ining in international expansion and languages. 

In recent years the Chinese government has implemen-
ted various measures to further the liberalisation process 
and boost outbound investment. In 2004 it launched its 

soft loan programme for these operations, favouring 
access to natural resources and technology abroad in 
particular, as in the case of the hardware manufacturer 
Lenovo, which gained immediate access to 80 foreign 
markets when it purchased IBM’s PC unit. Furthermore, 
the interests of Chinese enterprises began to be repre-
sented at bilateral government summits, SINOSURE14 
started to offer cover for investment risk, MOFCOM15  
began to publicise business opportunities in different 
countries, and the Export-Import Bank of China16 opened 
the way for outbound investment transaction financing. 
In 2006 foreign economic cooperation areas began to 
form in other emerging nations, such as those created 
in Russia, Nigeria, Cambodia and Pakistan, with a view to 
boosting the presence of Chinese firms. 

The boom in Chinese outbound investment

These opening-up measures implemented from 2000 
onwards culminated in a boom in Chinese FDI, which 
amounted to USD 218,900 million in the 2000-2009 de-
cade. From the introduction of the “open door policy” in 
1980 up until 2009, Chinese FDI increased its share of 
worldwide foreign investment from 0.007% to 2.1%. Chi-
na has also moved up the worldwide FDI stock ranking 
from zero outbound FDI in 1980 to 13th place in 2012, 
surpassing countries such as Russia, Singapore, South 
Korea, India, Mexico and Brazil. Nonetheless, as indica-

Chart 3. 
Distribution of the main transnational companies (TNCs) worldwide by country of origin

Source: United Nations Conference on Trade and Investment (UNCTAD) database, 2013

14.  China Export & Credit Insurance Corporation, 
China’s principal state-owned credit insurance enterprise.

 15. Ministry of Commerce of the People’s Republic of China.
 16. One of China’s principal state-owned banks. 
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ted above, China’s presence abroad far from echoes its 
position in other variables such as GDP or as an exporter 
of goods, and falls notably short of the world’s other ma-
jor economies. According to the UNCTAD, China has only 
two enterprises amongst the 100 leading transnational 
companies in terms of asset stocks held abroad: Hutchin-
son Whampoa17 (31st) and CITIC18 (53rd). 

Most outbound foreign investments made by Chinese 
enterprises have been carried out by SOEs (according to 
the MOFCOM, in 2009 only 7.5% of companies engaging 
in outbound foreign investments were private Chinese 
firms) and companies funded through private capital 
play an even smaller role. This pattern is fast changing, 
however, and the number of private firms (34 million 
according to the SAIC19) involved in international expan-
sion is growing. In any case, in light of the current com-
mitment towards greater market freedom and widening 
the way for private capital in the Chinese economy, the 
number of private firms engaging in outbound invest-
ment is expected to increase substantially in the coming 
years. Meanwhile, China is already the high growth mar-
ket that engages in the greatest number of investments 
in mature economies, having conducted more than 100 
operations of this type in 201220. 

Chinese companies nowadays are manifestly present 
on the world map and the brand image of many of the-
se firms is becoming increasingly prominent. Lenovo 
sponsors the American National Football League in the 
United States, Huawei had its own editorial column in 
The Economist last year, and major city sea ports are 
jam-packed with COSCO containers. An analysis of the 
Fortune 500 ranking also highlights the rapid growth 
of Chinese companies, which numbered 16 in the 2005 
ranking and 89 in the 2013 ranking, blazing the trail for 
international expansion amongst emerging economies. 
The number of companies in the 2013 list from the other 
emerging economies was minimal compared with the 
89 Chinese enterprises: Brazil 8; India 8; Mexico 3; and 
Russia 7. According to MOFCOM21 data, by the end of 
2011 over 13,500 Chinese firms had set up 18,000 com-
panies abroad in 177 countries. Moreover, Chinese out-

bound foreign investment has created 1.2 million jobs, 
of which 888,000 are held by local workers. These official 
figures indicate that China’s accumulated FDI stock held 
abroad at that date amounted to USD 424,780 million; 
of which USD 141,840 million (33.4% of the total) reflec-
ted equity investments or shareholdings, USD 170,650 
million (40.2%) were reinvested profits and USD 112,290 
million (26.4%) were other investments. 

The 2012 data have confirmed this trend for greater 
worldwide presence of Chinese outbound investment. 
China moved up from sixth outbound investor worldwi-
de in 2011 to rank third in 2012 for the first time — with 
investments of USD 84,000 million, an all-time high — 
falling short only of the United States and Japan22. In ag-
gregate, the volume invested abroad by China and Hong 
Kong (USD 168,000 million) would rank second amongst 
outbound investors worldwide, the position it holds as 
an FDI recipient. As such, China is already a major glo-
bal investor, and the volume of operations conducted 
abroad by Chinese companies exceeds that of British, 
German, Canadian and Brazilian firms. 

Drivers of Chinese outbound investment

The drivers of Chinese outbound FDI will become in-
creasingly consolidated and extensive in the years to 
come, and investments made abroad by Chinese firms 
will grow as a result. Rhodium Group23 projects USD 1-2 
trillion in global Chinese outbound FDI from 2010-2020, 
and USD 250-500 billion in Europe in both M&A and gre-
enfield investment. Six macro factors in particular are ex-
pected to lead to an increase in Chinese outbound FDI in 
the coming years. These are as follows: 

1. High level of savings in the Chinese economy. Chi-
na has become the world’s foremost exporter of capital. 
This is in part due to cultural factors, limited investment 
alternatives for the average citizen and scant develop-
ment of a healthcare system. The exported capital is lar-
gely invested in US treasury bonds with a moderate inte-
rest rate, which should push China to increase its foreign 
operations as it seeks out a higher return on its capital 
investments. 

2. Pressure on the yuan. China’s massive reserves con-
tinue to exert upward pressure on the yuan, and the go-
vernment will need to encourage the outflow of capital 
via foreign direct investment if it wants to keep exchan-
ge rates stable against the dollar. In 2012 China’s official 

17.A holding company headquartered in Hong Kong and operating primarily in the ports and 
telecommunications sector.
18.A Chinese holding company engaged in different industrial activities involving, for exam-
ple, capital goods.
19.State Administration for Industry and Commerce, the body responsible for legislation 
governing industrial activity and commerce. 
20.“Resetting the Compass: Navigating success in deal-making for mature market sellers and 
high growth market buyers”. PricewaterhouseCoopers, 2013
21.“2011 Statistical Bulletin of China’s Outward Foreign Direct Investment”. MOFCOM, 2013.
22.“World Investment Report 2013”. UNCTAD, 2013
23.“China Invests in Europe. Patterns, Impacts and Policy Implications”. Rhodium Group, 2012. 
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Table 2. 
The 50 largest Chinese firms according to Fortune 500

RANKING FORTUNE 500 COMPANY SECTOR REVENUES ($b)

1 (4) SINOPEC CRUDE OIL 428,2

2 (5) CHINA NATIONAL PETROLEUM CRUDE OIL 408,6

3 (7) STATE GRID ELECTRICAL POWER 298,4

4 (29) ICBC BANKING 133,6

5 (50) CHINA CONSTRUCTION BANK BANKING 113,4

6 (64) AGRICULTURAL BANK OF CHINA BANKING 103,5

7 (70) BANK OF CHINA BANKING 98,4

8 (71) CHINA MOBILE COMMUNCATIONS TELECOMMUNICATIONS 96,9

9 (76) NOBLE GROUP COMMODITIES 94

10 (80) CHINA STATE CONSTRUCTION CONSTRUCTION 90,6

11 (93) CHINA NATIONAL OFFSHORE OIL CRUDE OIL 83,5

12 (100) CHINA RAILWAY CONSTRUCTION INFRASTRUCTURE 77,2

13 (102) CHINA RAILWAY GROUP INFRASTRUCTURE 76,7

14 (103) SAIC MOTOR AUTOMOTIVE 76,2

15 (111) CHINA LIFE INSURANCE INSURANCE 73,7

16 (119) SINOCHEM GROUP COMMODITIES 71,8

17 (134) CHINA SOUTHER POWER GRID ELECTRICAL POWER 66,7

18 (141) CHINA FAW GROUP AUTOMOTIVE 64,9

19 (146) DONGFENG MOTOR AUTOMOTIVE 61,7

20 (161) CHINA NORTH INDUSTRY GROUP MISCELLANEOUS 58,1

21 (172) CITIC GROUP MISCELLANEOUS 55,4

22 (178) SEUNHUA GROUP COMMODITIES 54,5

23 (181) PING AN INSURANCE INSURANCE 53,2

24 (182) CHINA TELECOMMUNICATIONS TELECOMMUNICATIONS 53,4

25 (187) CHINA RESOURCES NATIONAL COMMODITIES 52,4

26 (192) CHINA MINMETALS COMMODITIES 51,8

27 (196) CHINA POST GROUP SERVICES 50,9

28 (212) CHINA SOUTH INDUSTRY GROUP MISCELLANEOUS 48

29 (242) AVIATION INDUSTRY OF CHINA AVIATION 47,4

30 (213) CHINA COMMUNICATIONS CONSTRUCTION CONSTRUCTION 47,3

31 (222) BAOSTEEL GROUP COMMODITIES 45,7

32 (231) CHINA HUANENG GROUP MISCELLANEOUS 44,3

33 (243) BANK OF COMMUNICATIONS BANKING 43,1

34 (256) PEOPLE'S INSURANCE OF CHINA INSURANCE 40,8

35 (258) CHINA UNITED NETWORK COMMUNICATIONS 40,6

36 (266) JARDINE MATHESON HOLDING 39,6

37 (269) HEIBEI IRON & STEEL GROUP COMMODITIES 39,3

38 (273) ALUMINUM CORP OF CHINA COMMODITIES 38,8

39 (277) CHINA NATIONAL AVIATION FUEL GROUP AVIATION 38,4

40 (292) CHINA RAILWAYS MATERIALS INFRASTRUCTURE 37,2

41 (299) CHINA GOUDIAN ELECTRICITY 36,8

42 (302) CHINA METALLURGICAL GROUP COMMODITIES 36,8

43 (311) JIZHONG ENERGY GROUP ENERGY 35,3

44 (315) HUAWEI INVESTMENT & HOLDING ICT 34,9

45 (318) JIANGSU SHAGANG GROUP MISCELLANEOUS 34,6

46 (319) CHINA NATIONAL BUILDING MATERIALS CONSTRUCTION 34,5

47 (322) SHOUGANG GROUP MISCELLANEOUS 34,3

48 (326) SINOMACH MACHINERY 34

49 (328) WUHAN IRON & STEEL COMMODITIES 33,9

50 (329) LENOVO GROUP HARDWARE 33,9

Source: Fortune 500 (2013)



reserves totalled USD 3.3 trillion, with 61.2% in US do-
llar-denominated assets, 24.2% in euro-denominated 
assets, 4% in yen-denominated assets, 3.3% in pounds 
sterling and 7.3% in other currencies24. 

The performance and strength of the euro, and indeed 
the other currencies, plays a key role in terms of both 
the distribution of Chinese reserves and the execution 
of operations in this currency. Furthermore, the yuan is 
likely to be increasingly used in trade and investment 
operations in the coming years. Greater use of the yuan 
in investments is expected to have a positive impact, by 
eliminating currency risk and reducing the need for hed-
ging instruments, amongst other advantages. 

3. Political impetus to increase investments. The 
efforts of companies — primarily state-owned enterpri-
ses but also private firms — to engage in foreign opera-
tions will be boosted through a political drive, particu-
larly in the infrastructure, energy, agriculture, high-tech, 
environment, healthcare, agri-food and consumer goods 
sectors. The 12th Five-Year Plan (2011-2015) reflects an-
nual FDI growth of 17% for 2015, with a projection of 
USD 150,000 million and 1 million Chinese employees 
working abroad25. 

4. The need for commodities. China needs to maintain 
and expand its investments in countries with abundant 
supplies of foodstuffs, natural resources and commo-

dities — particularly Sub-Saharan and Latin American 
nations — to prevent bottlenecks in its economic deve-
lopment. As a percent of the global production, China’s 
consumption during 2010 accounted for about 20 per-
cent of non-renewable energy resources, 23 percent of 
major agricultural crops, and 40 percent of base metals26. 
In the coming years, demand for these products is ex-
pected to keep rising and a need for new commodities 
may in turn emerge, due to the forecast change in the 
growth model.

5. Access to capital. On the one hand, Chinese sta-
te-owned enterprises benefit from considerable ease of 
access to financing for foreign operations from state-ow-
ned financial institutions. On the other hand, companies 
having difficulties in securing financing on the Chinese 
capital market opt in many cases to invest in Offshore 
Financial Centres (OFCs), through which they can gain 
access to financing.  

6. Desire for change in the growth model. The pressu-
re on Chinese enterprises to move up the value chain has 
led numerous firms to set up R&D centres abroad or to 
acquire interests in the share capital of more technologi-

Chart 4. 
Performance of the yuan against the US dollar and the euro

 Source: Exchange rates extracted from the OANDA database

24.“A World of Known Unknowns: A Closer Look at the Allocation of China’s 
Foreign Exchange Reserves”. Peterson Institute, 2013
25.“MOFCOM identifies the major tasks and priorities for foreign investment 
during the 12th Five-Year Plan period”
26.“China’s Impact on World Commodity Markets”. IMF, 2012
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cally advanced western companies. This strategy, which 
is greatly encouraged by the government, cannot repla-
ce or complement a company’s own technological deve-
lopment and innovative processes within the domestic 
market. 

The drive for innovation

Whereas in the previous decade China emerged as a 
worldwide economic power, in this decade it is positio-
ning itself as a force in innovation. Many Chinese compa-
nies nowadays are highly efficient; they have integrated 
the entire value chain and arrived at the technological 
frontier. In the years to come a large number of new firms 
— including more and more private companies — are 
forecast to rise to leadership ranks, as could be expected 
of the world’s number two economy. At present, approxi-
mately 65% of patents and 75% of Chinese technological 
innovation originate in the private sector27, and accor-
ding to Forbes magazine four Chinese enterprises rank 
amongst the world’s top 30 innovative companies: Baidu 
(search engines), Tencent (mobile services), Kweichouw 
Moutai (liquor production and sales) and Henan Shuan-
ghui (meat production)28. 

Many companies are expected to make major strides 
in their specialisation process, and to exploit their com-
petitive edge to export to global markets. Huawei (the 

company that registered the most technological patents 
worldwide in 2008), ZTE and Suntech are prime exam-
ples of cutting-edge Chinese enterprises that rank as 
global leaders for their sector, and give an indication of 
the capacity of Chinese corporations to develop major, 
highly competitive business groups in the technology 
sector. In the coming years a considerable number of 
Chinese private sector firms should be able to move into 
the international sphere ready to compete in sectors 
such as assembly and parts, PVC, biotechnology, nano-
technology, high-density batteries, high-speed trains, 
telecommunications equipment, turbines, aircraft parts, 
satellites, supercomputers, goods containers, internet 
services, and many more products29.

Chart 5. China’s share of commodities consumption 
(% of worldwide consumption)

Source: IMF, 2012

27.“Remarks in the 3rd conference of commending the outstanding builders of Chinese characteristic socialism 
in the private sector”. Jia Qinglin, People’s Daily (2009)

28.Forbes list of the World’s Most Innovative Companies, 2013. For details of the methodology employed, go 
to: http://www.forbes.com/sites/innovatorsdna/2013/08/14/how-we-rank-the-worlds-most-innovative-com-

panies-2013/
29.“China 2030, Building a modern, harmonious, and creative society”. World Bank, 2012.
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BOX I. ENTITIES REGULATING CHINESE FOREIGN IN-
VESTMENT

Although the process that Chinese companies must un-
dertake to invest overseas is more complex than in Wes-
tern countries, China has taken a huge step forward in 
recent years in terms of facilitating these operations. 

The roles of each of the entities involved in the process 
have been defined, procedures have been eliminated, re-
gulations have been simplified, the approval process for 
operations under USD 10 million has been decentralised, 
and waiting times have been shortened. Additionally, ac-
cess to foreign currencies has been made substantially 
easier and more flexible for companies wishing to carry 
out operations abroad. 

There are currently eight official institutions involved 
in regulating foreign investment. The State Council, the 
chief administrative authority of the Chinese govern-
ment, establishes the main policies and regulations. The 
MOFCOM30 oversees the main operations and under-
takes the bilateral and multilateral negotiations concer-
ning foreign investment. SAFE31 monitors and manages 
the flow of foreign currencies into and out of the country. 

The NDRC32 determines the countries in which Chinese 
investment will receive financial support and participa-
tes in the process for approving operations. The MOF33 
proposes the fiscal framework and exemptions for fo-
reign investment. The PCB34 coordinates the manage-
ment of foreign currencies with other monetary policy 
objectives. The CSCR35 approves and oversees the listing 
of Chinese companies overseas as well as their access to 
the capital market. SASAC36 is the ultimate investor and 
exercises control over the SOEs, including their expan-
sion processes.

Additionally, there are two large Chinese state-owned 
banks that channel public resources into these opera-
tions. The responsibilities of the EXIM Bank include that 
of allocating a substantial part of its resources to finan-
cing foreign operations, in particular those relating to 

the exploration of natural resources, infrastructure and 
technology projects. The China Development Bank 
(CDB) performs a similar function. Moreover, there are 
specific funds to which Chinese companies have access 
to finance their expansion, including one fund earmar-
ked for investment in mining projects and the extraction 
of other natural resources (excluding oil and natural gas), 
and another for technological cooperation, which can 
broadly be used for agricultural projects.

30.Ministry of Commerce: www.english.mofcom.gov.cn
31.State Administration of Foreign Exchange: www.safe.gov.cn
32.National Development and Reform Commission: en.ndrc.gov.cn
33.Ministry of Finance: www.english.mofcom.gov.cn
34.People’s Bank of China: www.pbc.gov.cn/
35.China Securities Regulatory Commission: www.csrc.gov.cn/pub/csrc_en 
36.State Asset Supervision and Administration Commission: www.sasac.gov.cn/
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BOX II. CHINESE INVESTMENT IN EUROPE: ADAPTING 
TO A DIFFERENT LEGAL SYSTEM
Alexandre Ibáñez. Economist and Lawyer at Cuatre-
casas, Gonçalves Pereira  

Since 2008, China has established itself as the emerging 
economy with the highest volume of cross-border invest-
ments, paving the way for the globalisation of Chinese 
firms, which had until then concentrated their efforts on 
the domestic market. One of the most important aspects 
a multinational group must bear in mind when deciding 
whether to invest in a particular country is the potential 
impact that the legal and regulatory framework in force 
in that country could have on its activity, its business mo-
del and the return on its investment.

Differences between the legal systems in place in China 
and the rest of the world have raised doubts as to the 
ability of Chinese companies to adapt to the rules of play 
— that is, the legal framework — applicable in the coun-
tries in which they choose to invest and conduct their 
activities. Unlike in other countries, the constitutional 
configuration of the framework prevailing in China is 
founded on a socialist system, whereas elsewhere a com-
mon law or civil law structure has been adopted, as is the 
case in Spain. The Chinese legal system does, however, 
currently resemble the civil law system adopted by most 
European countries.

The Chinese legal system is influenced by a thou-
sand-year old tradition, as is evident in the singular way 
in which laws are devised and applied. As such, the ques-
tion lies in determining which aspects of European legal 
systems should be subject to a more in-depth analysis by 
a Chinese firm considering the possibility of investing in 
those European countries. Focusing specifically on busi-
ness law — which encompasses commercial law, labour 
law and tax law, as well as dispute resolution through the 
courts, among other factors — we should analyse whe-
ther the rules applicable in China and those in force in 
Spain, for example, differ radically from the Chinese in-
vestor’s viewpoint. 

First and foremost, China has made increasing efforts in 
recent years to adapt and modernise its business law, 
guided by regulations prevailing in the United States 
and certain European countries, so that it is compa-
rable with legislation in force in many other countries. 
New contract, labour, tax and procedural laws, amongst 
others, have been adopted within a relatively short pe-

riod of time (many of these laws have been in force for 
five years or under), causing quite a revolution for all pla-
yers regulated by the Chinese legal framework. As such, 
the effective application of these new regulations by the 
Chinese government and the companies concerned ca-
lled for a transition period — particularly for the benefit 
of the Chinese government itself on many occasions — 
and therefore these rules were not fully complied with 
from the outset of their application.

Secondly, China presents a phenomenon that does not 
generally occur in most countries in which Chinese firms 
invest and conduct their activities, and which consists 
of the constant legal requirement to obtain approval 
from the Chinese authorities for the majority of invest-
ment projects or other relevant operations undertaken. 
This can in turn necessitate intense negotiations with 
the government whereby, on many occasions, the legal 
regulations applied are strictly as interpreted by the go-
vernment, with no margin for discrepancy among those 
subject to the administration in question. The phenome-
non could thus be considered outright interventionism 
that in some way impacts on private initiatives. Never-
theless, it cannot be denied that operations approved or 
supervised by the Chinese government will enjoy consi-
derable legal security from the outset.

By way of example, in certain circumstances the regula-
tions applicable to foreign investments made by Chinese 
firms mean that the approval of the National Develop-
ment and Reform Commission is required, at either na-
tional, provincial or local level depending on the amount 
of the investment or the destination economic sector. 
Government approval is likewise needed to incorporate 
an investment firm (joint-venture contract), for example. 
In other cases, while government approval may not be 
necessary, the pertinent authorities would nonetheless 
exercise a certain degree of supervision. For instance, 
payments abroad would on occasions be subject to su-
pervision by the authority in charge of monitoring cu-
rrency exchange, as well as verification that the payment 
in question had been taxed appropriately in China.

Thirdly, a marked difference, and one not only apparent 
to Chinese investors, is the vast range of regulations wi-
thin the European Union geographical area. Although 
the European market is configured as a single market, 
and while it is undeniable that European institutions are 
making a concerted effort in terms of harmonisation, 
foreign investors are still faced with diverse commercial, 
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labour and fiscal laws in each European country in which 
they invest. On top of this disparity, we must also consi-
der the array of regulations existing in the different re-
gions of each European country.

Finally, brief reference should also be made to the on-
going improvements in the Chinese legal system in 
terms of training for judges and enforcement of rulings 
handed down. While it is a widespread belief that the-
se improvements are making headway in the right di-
rection, it is no less true that the legal systems of other 
countries such as Spain still offer a far greater degree of 
assurance.

Having highlighted the main differences in the appli-
cable legal framework that a Chinese investor is likely 
to encounter in Spain, emphasis should also be placed 
on the planning and conflict prevention processes with 
which Chinese investors could come face to face, either 
alongside other financial players or with the govern-
ment. From a legal perspective, the principle prevailing 
in Europe is that citizens and companies are subject to 
the rule of law, and must therefore respect the legisla-
tion applicable to operations of legal relevance. This sta-
tement could, a priori, also be made of the Chinese legal 
system. However, the primary difference with respect to 
a legislative structure such as that in place in China lies in 
how the law is applied and compliance is enforced. 

Whereas in China a company must seek the approval of, 
or be supervised by the government, which takes effect 
before any operation with legal relevance is conducted, 
a company in Spain would need to analyse and perhaps 
interpret the legislation applicable to the transaction it 
wishes to carry out, which must then be performed with 
the utmost diligence. It is clear, then, that monitoring of 
compliance with legal provisions in Europe — and in-
deed the consequences of any failure to comply — oc-
curs a posteriori. Chinese firms doing business abroad 
should therefore employ preventative law and seek an 
advisor to assist them in ensuring that their operations 
are conducted in accordance with the legal framework 
applicable in each country.

On the flip side, the multi-faceted rule of law will also 
enable Chinese companies subject to government pro-
cedures to resolve their disputes with either third parties 
or the administration of the foreign states in which they 
invest. As such, the absence of prior government con-
trols, notwithstanding exceptional cases, would be offset 

by the possibility of being able to defend, in the corres-
ponding jurisdiction, any differing legal interpretations 
provided for by a regime that offers firm assurance.

Chinese companies doing business in Spain should the-
refore take into account the crucial need to comply with 
the applicable legal framework. While this framework 
would evidently differ from that in force in China, these 
substantive differences should be no obstacle to Chine-
se enterprises conducting their activities, and should 
not affect their business profits. Nonetheless, Chinese 
firms should equip themselves with the necessary tools 
to enable compliance with applicable regulations, with 
substantial assurance, by means of appropriate legal 
planning.

Chinese investment in Europe 2014
Chinese investment in Europe 
26



BOX III. METHODOLOGY CONCERNING CHINESE FO-
REIGN INVESTMENT

The measurement of Chinese investment in Europe is 
particularly complex. The main statistical limitations en-
countered, which have a direct impact on the quantity 
and quality of the data used in this report, are detailed 
below.

1.None of the Chinese investments made prior to 
2004 meet the relevant international standards (OECD 
Benchmark Definition of Foreign Direct Investment and 
IMF Balance of Payments Manual, Fifth Edition), and the-
refore the data on these investments is very recent. 

2.There is some discrepancy between the official data 
published by the FDI provider (MOFCOM and the Natio-
nal Bureau of Statistics) and the FDI recipient (Eurostat). 

3.The data published on Chinese foreign investment 
refer to a longer period than European data and their pu-
blication is often irregular. 

4.A significant portion of investments are channe-
lled through Offshore Financial Centres (OFCs) and tax 
havens such as the Cayman Islands, the British Virgin Is-
lands and Luxembourg. As there are no statistics on the-
se investments it is not possible to determine the final 
destination of these operations. 

5.Chinese investments are also subject to round-tri-
pping. Numerous Chinese companies invest in OFCs, 
particularly in Hong Kong, to obtain access to the capital 
market, before then re-investing their funds in China, re-
sulting in a round-tripping operation37. 

6.Furthermore, since Hong Kong became a special 
administrative region of China38 in 1997, investment 
transactions and operations between mainland China  
and Hong Kong have been accounted for as FDI and the-
re are no data indicating the percentage of these invest-
ments for which the final destination is located overseas.

At the end of 2011, 36.3% of the FDI stock in Hong Kong 
came from mainland China, the principal investor in the 
administrative region. In turn, 42.1% of outbound fo-
reign investment from Hong Kong was ultimately inves-
ted in mainland China, which is also the main destination 
of FDI from Hong Kong39. However, there are no available 
data that would allow us to determine what percentage 

of total FDI in Hong Kong from mainland China is ulti-
mately invested overseas, or what percentage returns to 
China (round-tripping). Additionally, it is not possible to 
determine which foreign countries are the ultimate reci-
pients of investment from Hong Kong, as 88% of this in-
vestment is concentrated between mainland China and 
three OFCs: the British Virgin Islands, the Bermudas and 
the Cayman Islands. 

Subject to all these limitations, in this report we have 
used both state and private sources available for the 
analysis of Chinese investments in Europe. In the first 
instance we used the two available official sources: MO-
FCOM on the Chinese side and Eurostat on the European 
side. The private sources referred to were Zephyr and 
Bloomberg for mergers, acquisitions and shareholdings 
(M&A), and E&Y and FDI markets for greenfield invest-
ments. We also analysed a number of recent reports on 
Chinese investments in Europe, as well as press releases 
published by companies and a range of press articles.

37.“Round-Tripping Foreign Direct Investment in the People’s Republic of China: Scale, Causes and Implica-
tions”. Geng Xiao, 2004.

38.People’s Republic of China excluding Hong Kong and Macao
39.“External Direct Investments Statistics of Hong Kong 2011”. Census and Statistics Department Hong Kong 

Special Administrative Region, 2012.
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1.3 EUROPE AS A DESTINATION FOR CHINESE 
INVESTMENT

EU-27, the main destination for FDI in the world

In recent years the sovereign debt crisis has reduced sou-
thern European countries’ economic capacity and given 
rise to doubt as to the political and economic stability of 
the EU, and in particular the euro. However, the EU-27 
remains the main destination for FDI in the world. The 
EU is the largest economy in the world in 2013, with a 
total GDP of USD 17,2 trillion, ahead of the United States 
(USD 16.7 trillion) and China (USD 8.9 trillion)40. In addi-
tion, its domestic market is the largest in the world in ter-
ms of purchasing power, with 501 million people and a 
per capita GDP of USD 34,50041. The EU-27 is also one of 
the most open economies in the world, with a volume of 
both inbound and outbound FDI more than three times 
that of the emerging economies combined42. In addition, 

it is the largest exporter of agricultural products, com-
modities, manufactured goods and services, well ahead 
of the United States and Asia as a whole43. 

The EU is also very stable at a macroeconomic level – pro-
tected by the European Central Bank’s commitment to 
moderate rates of inflation – and has a sound institutional 
structure. In microeconomic matters, such as infrastructu-
re and human capital, the EU is one of the leading econo-
mies in the world. This is reflected by the greater density 
of roads and mobile phone subscribers than the US or 
Japan44, or by the fact that almost 20 million Europeans 
are studying undergraduate or postgraduate university 
courses45. All of these factors, in addition to the magnitu-
de of the EU and its economic capacity, make Europe an 
attractive destination for foreign investment. 

However, a number of factors weaken the EU’s position 
as an economic power. One key factor is its less flexible 
production facets, especially labour, making it difficult 
for businesses to adapt the workforce to their require-
ments. The EU is also uncompetitive at a bureaucratic 
level, and according to the World Bank’s Doing Business  
project46, just six European economies are among the 
20 best in the world when it comes to establishing a 

Chart 6. 
Global share of GDP, exports and incoming FDI (%)

Source: World Economic Outlook database of the IMF and UNCTAD, 2013 

40.“World Economic Outlook”. International Monetary Fund, 2013
41.“The World Factbook”. CIA, 2012
42.UNCTAD, 2013
43.World Trade Organization, 2013
44.“IMD World Competitiveness Yearbook”. IMD, 2011.
45.European Commission, 2013
46.World Bank,2013
47. “China in innovation challenge to Europe”. Financial Times, 2013
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business (Denmark, United Kingdom, Finland, Sweden, 
Ireland and Germany). In terms of innovation, almost all 
indicators rank the European Union below other econo-
mic powers such as the United States. Moreover, China 
itself could overtake the European Union in 2023 in this 
area, according to a recent management survey47. There 
is also a general impression that the EU is a work in pro-
gress and that the institutional foundations have not yet 
been completed, pending greater consensus to advan-
ce towards a fiscal and banking union. Furthermore, the 
sovereign debt crisis has weakened the ideological and 
social unity of the EU, eroding the confidence of many 
citizens from the region’s southern countries in the Euro-
pean project and the euro. The enormous power-related 
possibilities of widespread use of shale gas (a type of na-
tural gas extracted through a process called fracking) in 
the United States could put further competitive pressure 
on European companies in the global market. 

Relations between the European Union and China 

On a political scale, relations are free-flowing and fre-
quent at the highest levels.  Besides particular EU Mem-
ber State activities, the highest authorities of the EU 
and China have held bilateral meetings in recent years 
to debate matters of global importance such as climate 
change and the repercussions of the Arab Spring. At an 
economic level, there are open discussions and ministe-
rial working groups on matters concerning intellectual 
property and antitrust law. Both economies, aware of 
the importance of their economic relations and the ma-
jor complementary characteristics and synergies, seem 
committed to strengthening their economic links. 

At the 15th EU-China Summit in September 2012, a com-
mitment was undertaken to draft and implement a bila-
teral investment treaty. Other matters discussed at the 
summit included compliance with antitrust measures, 
the commitment of the two economies to respecting 
intellectual property agreements, progress with food 
safety in bilateral trade and cooperation in government 
reforms.

The economic relations between the European Union 
and China have expanded and strengthened in recent 
years. The potential for synergies and complementary 
characteristics between the two economies seems to 
have played a much larger role than the economic un-
certainty in Europe. 
In recent years, the EU has consolidated its position as 

China’s primary trading partner. Each is the other’s main 
source of imports, trading more than €1,000 million each 
day48. The trade relations between the two economies 
are notably tilted in China’s favour, although this is by 
and large the norm for China’s trade balance with other 
economic areas49. In 2012 the two economies traded 
products amounting to €433,700 million. 

The main products China sells to European countries are 
machinery and equipment, textiles, furniture and toys. 
The EU’s main exports to China are higher value-added 
machinery and equipment, vehicles, aircraft and chemi-
cal products. Conversely, the trade in services between 
the two is much more limited, equivalent to just 10% of 
the trade in goods50.

In terms of bilateral investment, the EU as a whole is one 
of the main investors in China, behind the US and Japan, 
accounting for 20% of the total. In contrast, excluding in-
vestments through OFCs, the EU is the main destination 
for Chinese investment, sometimes generated through 
prior trade between companies from the two economies. 
In any case, setting aside the factually lax attention-grab-
bing headlines about China buying up European assets 
en masse, Chinese investment in Europe represents just 
0.67% of the FDI received by the EU51. 

In addition to trade and investment transactions, the 
role that the country with the largest foreign currency 
reserves and largest volume of savings could play in the 
European sovereign debt crisis is significant. Since the 
onset of the crisis, the periphery of Europe has seen a 
number of announcements by the Chinese government 
and the CIC52 sovereign fund with regard to purchases of 
European bonds. On several occasions since the start of 
the sovereign debt crisis in Europe, the Chinese authori-
ties have announced purchases of bonds issued by pe-
ripheral countries. In 2011, China committed to buying 
up to €6,000 million of Spanish bonds, although the fi-
nal figure was much lower. The Chinese government has 
also announced purchases of Portuguese, Irish and Hun-
garian bonds since 2009. There have also been a number 
of rumours about Chinese involvement in the financing 
of the European Financial Stability Fund (EFSF)53, which 
some studies place at €3,900 million54. 

The Asian country seems willing to hold positions in Eu-
ropean debt, well aware of the importance of the eco-
nomic situation of its main trading partner for its own 
growth.  However, neither official Chinese data nor the 
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European Central Bank offer information about the hol-
ders of European public debt. As a result, there is no offi-
cial statistical information to confirm mass purchases of 
European debt by China. At company level, Chinese bu-
sinesses in the international expansion process and Eu-
ropean companies complement each other significantly. 
Chinese enterprises are very competitive in the middle 
of the value chain, with a smaller profit margin, but not 
at the high end. European firms are barely competitive 
in manufacturing, but are strong in high value-added 
activities, such as R&D, logistics, retail, marketing and 
aftersales. Therefore, to access such businesses in the 
European market without assuming excessive risks, Chi-
nese companies have been acquiring non-controlling in-
terests in EU businesses, establishing joint ventures and 
signing other partnership agreements with local firms, as 
well as establishing subsidiaries, sales offices and bran-
ches. In short, Chinese firms enter the European market 
in a number of ways, in accordance the requirements, 

targets and risk assumption specific to each transaction. 
For example, in the automotive sector, both Beijing Au-
tomotive Industry Holdings (BAIC) and Geely have made 
significant investments in Europe. 

The former acquired Saab’s technological design divi-
sion, but not its plants or its brand, as the Beijing-based 
company is only aiming to increase its technological 
know-how. In contrast, Geely has followed an asset di-
versification strategy in Europe, acquiring Volvo outright, 
assuming a much greater risk, as it aims to increase its te-
chnological know-how, as well as access global markets 
and obtain a global brand.However, the presence of Chi-
nese companies in Europe is still limited. The main and 
most significant limitation preventing a greater number 
of Chinese companies in the EU is their scant global pre-
sence; as mentioned, internationalisation of Chinese firms 
is a recent phenomenon. China ranks only 13th amongst 
the major outbound investors worldwide, with a share of 
2.1%, an undeniably limited presence for the world’s se-
cond largest economy. Of the EU’s total inbound FDI, just 
0.67% comes from China (€ 26,768 million) and it is esti-
mated that Chinese companies employ just 50,000 peo-
ple in the EU, of a total workforce of more than 200 million. 
Nonetheless, in recent years the transactions carried out 

48.European Commission
49.“Trade and economic relations with China”. European Parliament, 2012
51.European Commission
52.China Investment Corporation, one of the largest sovereign funds in the world
53.A legal entity created by the EU to maintain financial stability in Europe by providing 
financial assistance to states in the Eurozone
54.“China: less America, more Europe”. Standard Chartered Global Research, 2011
55. UNCTAD. stock data at 31 December 2012

Chart 7. 
Distribution of Chinese FDI stock in the world (2011) (%)

Source: MOFCOM, 2011 Statistical Bulletin of China’s Outward Foreign Direct Investment. China Statistics Press (2012)
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by Chinese companies in the EU have evolved rapidly, 
with some extremely significant deals. These include 
the acquisition of the Swedish company Volvo by Geely, 
which attracted media attention from around the world, 
as did Lenovo’s acquisition of IBM’s PC unit in the US.

What do the data tell us? The EU is the main global des-
tination for foreign investment, far ahead of other coun-
tries or trade blocs, accounting for 38.2% (2012) of total 
incoming FDI55. The total volume of FDI received by the 
EU is greater than the sum of that entering the NAFTA56, 
ASEAN57 and Latin America blocs. However, the EU does 
not seem to be a priority or even highly significant in-
vestment destination for Chinese companies, based on 
available data. According to official MOFCOM data58, 
which are the latest official figures, Chinese FDI stock in 
Europe amounted to USD 24,450 million at the end of 
2011, 5.8% of China’s total FDI. This amount is well be-
low China’s FDI in Asia, which totalled USD 303,434 mi-
llion or 71.4% of its total FDI, and its FDI in Latin America, 
amounting to USD 55,171 million or 13% of its total.  
However, the investment figures for the two regions 
should be considered with some caution. In the case of 

Asia, 86% of the FDI was in Hong Kong, which was not 
the final destination of the investment. Many of these 
flows will foreseeably return to China (round-tripping) 
and another portion will not have Asia as the final des-
tination. In the case of Latin America, 92% was in the 
Cayman Islands and the British Virgin Islands, neither of 
which are final investment destinations, and the actual 
amount that ended up in Latin America is not known. If 
we were to eliminate these three OFCs from the invest-
ment statistics (since they channel transactions but are 
not the final destination), Europe would be the main des-
tination of Chinese foreign investment. In addition, Chi-
nese FDI in Europe (5.8%) is clearly greater than in Africa 
(3.8%), North America (3.2%) and Oceania (2.8%). 

Main countries and sectors for Chinese investment

Further MOFCOM data show that cumulative Chinese 
FDI in 2011 was USD 424,780 million. Analysing Chine-
se FDI by country and excluding OFCs, the main desti-
nations of the Chinese investments are countries with 
abundant supplies of commodities and which are key 
markets in their regions, such as Australia and the Uni-

55. UNCTAD. stock data at 31 December 2012
56.North America Free Trade Agreement

57.Association of Southeast Asian Nations: Indonesia, Philippines, Malaysia, Singapore, Thailand, Brunei, 
Vietnam, Laos, Myanmar and Cambodia

58.“2011 Statistical Bulletin of China’s Outward Foreign Direct Investment”. MOFCOM, 2013.
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Table 3. Main countries receiving cumulative Chinese investment globally and in Europe (2011)

COUNTRY VOLUME % OF WORLD TOTAL COUNTRY VOLUME % OF WORLD TOTAL

1 HONG KONG 261,518 61,5 1 LUXEMBOURG 7082 29

2 BRIT. VIRG. IS. 29261 6,9 2 FRANCE 3723 15,2

3 CAYMAN IS. 21629 5,1 3 UK 2530 10,3

4 AUSTRALIA 11041 2,6 4 GERMANY 2401 9,8

5 SINGAPORE 10603 2,5 5 SWEDEN 1531 6,3

6 USA 8993 2,1 6 NETHERLANDS 665 2,7

7 LUXEMBOURG 7082 1,7 7 HUNGARY 475 1,9

8 SOUTH AFRICA 4060 1,0 8 ITALY 449 1,8

9 RUSSIA 3763 0,9 9 SPAIN 389 1,6

10 CANADA 3728 0,9 10 POLAND 201 0,8

11 FRANCE 3723 0,9 11 NORWAY 167 0,7

12 KAZAKHSTAN 2858 0,7 12 IRELAND 157 0,6

13 MACAU 2676 0,7 13 BELGIUM 140 0,6

14 UK 2530 0,6 14 ROMANIA 125 0,5

15 GERMANY 2401 0,6 15 GEORGIA 109 0,4

16 OTHER 48852 11,5 16 OTHER 4306 17,6

Source: MOFCOM, 2011 Statistical Bulletin of China’s Outward Foreign Direct Investment. China Statistics Press (2012) 



ted States, which have received a cumulative investment 
of USD 9,000 million to USD 11,000 million; South Africa, 
Russia and Canada with a cumulative investment of USD 
3,700 million to USD 4,000 million, or Kazakhstan with 
slightly more than USD 2,800 million. Other countries 
that have received significant Chinese investment — 
USD 2,000 million to USD 2,500 million — are key econo-
mies in their area of influence, such as Macau, Myanmar 
and Mongolia. 

With regard to Europe, excluding Luxembourg, which 
accounts for almost 30% of total foreign investment in 
Europe, China has mainly invested in the three largest 
EU economies. The country that has received the most 
Chinese FDI is France (USD 3,723 million), followed by 
the United Kingdom (USD 2,530 million) and Germany 
(USD 2,401 million). In fourth place is Sweden (USD 1,531 
million), although the amount is almost entirely attribu-
table to Geely’s acquisition of Volvo. 

The remaining countries are on a lower scale, with a 
volume of investment of less than USD 800 million. 
The Netherlands ranks fifth (USD 665 million) in terms 
of Chinese investment, followed by Hungary (USD 475 
million), Italy (USD 449 million) and Spain (USD 389 mi-

llion). If instead of the official Chinese data (MOFCOM) 
we take the official European figures published by Eu-
rostat, Chinese FDI stock in Europe amounts to €26,768 
million. The volume of Chinese FDI received by the EU 
represents just 0.4% of the total received from outside 
the Union, three times less than that received from Bra-
zil and almost three times less than that received from 
Russia. In any case, as indicated, Chinese investment in 
Europe is growing rapidly, and almost all of the Chinese 
foreign capital in the region has arrived in recent years. 
According to Eurostat, in 2001 China’s FDI stock in the EU 
was just € 638 million, meaning that in the subsequent 
11 years it has multiplied by 41. 

The FDI Markets database provides information that 
complements the volumes of investment – including 
shareholdings acquired, reinvestment of profits and in-
tragroup loans – indicating the number of new invest-
ment projects (greenfield) carried out by Chinese com-
panies in Europe. According to this source, a total of 771 
Chinese projects in Europe were carried out between 
January 2003 and September 2013. The country that 
received by far the largest proportion of these projects 
was Germany, with more than 41% of the total, followed 
by the United Kingdom (16%), France (6.9%) and Spain 

Chart 8. 
Chinese FDI stock in Europe (million €)

Source: Eurostat, 2013 
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(4.9%). The main sectors that have received these pro-
jects were Communications, Electronic Components, 
Industrial Machinery, Financial Services and Automotive 
Parts. Moreover, according to FDI Markets, the Chinese 
companies that made the most investments in Europe 
were two technology companies, Huawei Technologies 
and ZTE, followed by two banks, Bank of China and ICBC. 
Other companies with more than 10 investment projects 
were China National Chemical and Suntech Power Solar.  
Bloomberg data show that from 2001 to July 2013 there 
were 270 purchases of shareholdings, mergers and ac-
quisitions conducted in Europe by Chinese companies. 

Almost half of these transactions took place since the 
start of 2011, indicating that China’s interest and invest-
ment in the European Union is a very recent economic 
phenomenon. Again, the destination for the highest 
number of these transactions was Germany, with a total 
of 66, followed by the United Kingdom with 60, France 
with 33, Italy with 25, the Netherlands with 19 and Swe-
den with 12. In terms of sectors there was a high level of 
activity in Automotive, Machinery, Electronics, Telecom-
munications and Energy. 
 
In addition, the Economist Intelligence Unit recently 
created an indicator, called the China Going Global In-
vestment Index59, comparing the appeal of 67 countries 
in terms of Chinese investment. This indicator, which is 
based on a survey of Chinese companies and a number 
of sub-indicators of investor opportunities and risk, gives 
just one EU country among the top 10 most attractive in-
vestment destinations for Chinese companies: Germany. 
The top 20 includes six EU countries: the above one, plus 
Sweden, Denmark, Finland, the United Kingdom and 
France. The country at the top of the list is the world’s 
largest economy, the United States, followed by the two 
financial and logistical hubs favoured by Chinese com-
panies: Singapore and Hong Kong. The other Asian giant, 
Japan, is followed by a group of commodity-rich coun-
tries: Australia, Canada, Norway and Russia. 

The investment method preferred by Chinese companies 
to date has been outright acquisitions of local compa-
nies (100% of capital) so that they can control and mana-
ge the company and rapidly enter new markets. The lar-
gest transactions in Europe include the aforementioned 
purchase of 100% of the Swedish automotive company, 
Volvo, by Geely in order to enter the European mid-range 
and high-end automotive market; the acquisition of the 
Hungarian industrial company Borsodchem by Yantai 

Wanhua Polyurethane, which has converted the acqui-
ree into one of the world’s main producers of polyuretha-
ne; or the acquisition of 60% of the British company Wee-
tabix by the Bright Foods Group, a transaction that will 
not only allow the Asian company to enter the European 
food and beverage market, but will also allow the British 
company to sell its cereals in the enormous Chinese mar-
ket. In addition, some of the transactions correspond to 
joint ventures with local companies, usually to carry out 
high value-added manufacturing activities, such as the 
Young Man automotive group with the Dutch company 
Spyker to build a new high-end sports car. 

2012, China continues to invest in Europe 

According to Eurostat data, Chinese FDI in Europe in 
2012 amounted to €7,657 million60, marking an all-time 
high. Chinese investment in Europe grew swiftly as a 
result of two factors. Firstly, as already mentioned, Chi-
nese companies are currently in an incipient but sound 
expansive stage of investment in the major global eco-
nomies. Secondly, the current situation of numerous Eu-
ropean companies – which have substantial know-how 
and specialisation in the high end of the value chain, but 
which are in a difficult financial position as a result of 
the economic crisis – led to an increase in the number of 
transactions carried out by cash-rich Chinese companies 
in 2012. It seems clear that the contribution of experien-
ce and know-how by European companies and liquidity 
by Chinese companies could result in a highly profitable 
win-win situation for both parties. 

In both 2011 and 2012 investment exceeded €3,000 mi-
llion61. In terms of China’s economic power this is a limi-
ted investment, but they are the highest historical figu-
res. In addition, in 2012 investment increased by 77%, a 
remarkable rise given the sharp contraction in FDI in Eu-
rope overall, down 31.1%. Chinese investment therefore 
appears to have acted as a counterbalance for plumme-
ting foreign investment in Europe from other countries, 
and the decision of Chinese firms to invest in Europe is 
offsetting the considerable risk perceived by the eco-
nomy in general in certain peripheral markets. With re-

59.The index comprises two pillars: risk and investment. The former is based on market size, natural resour-
ces, intellectual property and manufacturing exports, and the latter on domestic political and regulatory risk, 

international political and regulatory risk, cultural proximity and operating risk.
60.Provisional Eurostat data at January 2014. Latest data at the date of the report.

61.http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tec00048&plu-
gin=1

62.“Europe 2013. Coping with the crisis, the European way”. Ernst & Young’s attractiveness survey. 2013.
63.“European attractiveness survey”. E&Y, 2013.
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Table 4. 
Chinese investment in the European Union by country

FDI STOCK 
(USD MILLION)

NUMBER OF GREENFIELD 
PROJECTS

NUMBER OF 
ACQUISITIONS

GERMANY 2401 321 66

FRANCE 3724 53 33

UNITED KINGDOM 2531 124 60

ITALY 449 36 25

SPAIN 389 38 6

NETHERLANDS 665 33 20

SWEDEN 1531 19 12

POLAND 201 26 3

BELGIUM 141 20 7

AUSTRIA 25 9 5

DENMARK 49 8 5

GREECE 5 n/a 1

FINLAND 31 n/a 5

PORTUGAL 33 n/a 4

IRELAND 157 10 2

CZECH REPUBLIC 69 13 3

ROMANIA 126 26 1

HUNGARY 475 22 5

SLOVAK REPUBLIC 26 n/a 0

LUXEMBOURG 7082 n/a 1

CROATIA 8 n/a 1

BULGARIA 73 13 2

SLOVENIA 5 n/a 0

LITHUANIA 4 n/a 0

LATVIA 1 n/a 1

CYPRUS 0 n/a 1

ESTONIA 7 n/a 1

MALTA 3 n/a 0

TOTAL 20211 771 270

Sources: MOFCOM, FDI Markets and Bloomberg. MOFCOM stock data at 31 December 2011; FDI Markets January 
2003 – September 2013; Bloomberg January 2001 – July/2013; data not provided by FDI Markets for the number 
of greenfield projects in Greece, Finland, Slovak Republic, Luxembourg, Croatia, Slovenia, Lithuania, Latvia, Cyprus, 
Estonia and Malta. Countries in order of GDP ranking. n/a: not available.



gard to greenfield profits, a report published in 2013 by 
Ernst & Young62 states that China carried out 122 of the 
3,797 greenfield investments in Europe in 2012, which is 
13% less than in the prior year, but higher than the 115 
recorded in 2010. The report also affirms that these in-
vestments, which represent 3% of the total made in the 
year, created 4,619 jobs in Europe63. 

China was, in any case, the emerging market that made 
the largest investment in Europe in 2012, far ahead of 
India, in second place. The report indicates that Chinese 
companies are continuing to show strong interest in, for 
example, Germany and the United Kingdom, with com-
panies such as ET Solar, Clenergy International and Samil 
Power continuing to expand their investments in the re-
gion. The main transactions took place in the industrial 
sector. Key transactions included the multinational ma-
chinery manufacturer Sany’s acquisition of Putzmeister, 
a German tunnelling and concrete pump company, for 
€360 million, and Hebei Linyung Industrial’s acquisition 
of a German automotive technology company, Kiekert. 
Other transactions in the industrial sector include the ac-
quisition by Shandong Kaitai Metal of Airblast, a company 
from the Netherlands specialising in surface preparation 
and finishes, for €11 million, and the Hong Kong firm Rea-
den Industries’ acquisition of the Dutch storage construc-
tion company, Beemster Vastgoed. 

Major transactions also took place in the services sector. 
In the commercial distribution subsector the Hong Kong 
distributor Fung Brands (which distributes Toys ‘R’ Us in 
Asia, among others) acquired the fashion business Sonia 
Rykiel. In the technology sector, Lenovo, which is already 
the world’s third largest seller of smart connected devi-
ces (PCs, laptops, smartphones, tablets and smart TVs), 
and which owns the German company Mediom, recor-
ded its highest profits ever in 2012. 

Meanwhile, Huawei continued to expand in Europe, ac-
quiring the British R&D business, Centre for Integrated 
Photonics, and through its Italian subsidiary, the Italian 
fibre-optic and telecommunications supplier Fastweb 
Spa. In addition, rumours have continued to circulate 
that Hutchinson Whampoa intends to acquire 29.9% of 
Telecom Italia. In the primary sector very few transac-
tions took place, although one noteworthy purchase was 
Bright Foods’ acquisition of the British cereal company 
Weetabix for GBP 700 million. In summary, in the short to 
medium term we can expect an increase in transactions 
in view of the interest expressed by numerous state-ow-

ned and private Chinese groups in investing in Europe, 
apparent through frequent visits by trade delegates and 
a multitude of corporate negotiations in recent quarters. 
Chinese investors are continuing to show interest in a 
range of sectors, from wineries and olive oil, to heavy ma-
chinery and R&D centres, as well as investments in pro-
perty. There is considerable room for growth in Chinese 
investment in Europe across all economic sectors. 
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BOX IV. THE RED DRAGON SOARS OVER EUROPE: CHI-
NESE SOVEREIGN WEALTH FUNDS IN EUROPE

Authors: Javier Santiso & Javier Capapé, ESADEgeo – 
Center for Global Economy and Geopolitics 

According to the 2013 Sovereign Wealth Funds Report 
edited by ESADEgeo, KPMG and Invest in Spain/ICEX, 
China currently has four sovereign wealth funds. China 
is the country with the highest volume of assets under 
management of sovereign wealth funds (in excess of a 
trillion dollars). 

Sovereign wealth funds are long-term government in-
vestment funds having no pension obligations with 
third parties. We will therefore not discuss pension funds 
or the Chinese central bank, which is responsible for ma-
naging reserves (more than USD 3.3 trillion). 

Of the four funds, three stand out in terms of the volu-
me of assets under management and their links with the 
government and the development of key economic po-
licies in Beijing. They are: the China Investment Corpora-
tion (CIC), the State Administration of Foreign Exchange 
(SAFE) and the National Social Security Fund (NSSF). Ac-
cording to available information, these four funds invest 
USD 53.1 billion outside China, of which USD 18 billion 
is placed in Europe64 (34% of total foreign investment). 

Each of these three funds has distinctive characteristics 
in terms of their legal status, their positions in the insti-
tutional framework, the origin of the funds and their mis-
sion as established by the government when they were 
created65. 

The institutional framework reflects the pre-eminent 
position secured by CIC in the very limited time since 
its creation, with direct links to the State Council (the 
chief administrative body of the Chinese government), 
to which it reports. CIC has also established a significant 
precedent which further strengthens the fund’s political 
links to the government, in that the former president of 
CIC was appointed Finance Minister in March 2013. Mo-

reover, NSSF reports to the State Council through the 
body that manages the fund: the National Council for 
Social Security Fund. 

SAFE, meanwhile, is closely tied to the central bank, to 
which it belongs, competing with CIC for resources. The 
battle for management of these abundant financial re-
sources has resulted in a situation that is almost unique 
in the world, with two large sovereign wealth funds in 
the same country fighting for political favour. This com-
petition serves as a significant incentive to improve re-
turns. Indeed, the competition between SAFE and CIC 
has led the two funds to improve the returns on their 
international investments. Despite forming part of the 
(typically rigid) structures of a central bank, SAFE has 
been able to separate classic reserve management from 
a riskier investment, more suited to large institutional in-
vestors (such as sovereign wealth funds). 

At December 2012, through its Hong Kong subsidiary 
the SAFE Investment Company, SAFE had positions 
amounting to more than USD 21 billion in FTSE compa-
nies. Furthermore, SAFE has started to seek out direct 
investments in various sectors such as real estate and ur-
ban infrastructure, as shown in the following table.

Investment by SWFs in London’s real estate sector has 
boomed in recent years, and it would be no surprise 
to see SAFE gradually move into other major real esta-
te hubs in the continent, such as Paris, Munich, Milan, 
Barcelona or Madrid. Based on the precedent of other 
sovereign wealth funds acquiring property in Europe (in 
Spain, two good examples are the acquisitions by Qa-
tari Diar in Barcelona and IPIC’s purchase option on the 
Norman Foster tower in Madrid), it seems reasonable to 
assume that once SAFE has accumulated expertise in the 
London real estate sector it may look for new opportuni-
ties in other continental hubs such as those mentioned. 

For its part, CIC has been forced to distinguish between 
its domestic and international returns in order to conti-
nue competing with its main rival. CIC, which owns 100% 
of Central Huijin, assumed the government’s controlling 
interest in the capital of the four Chinese banks from the 
outset. This led to the creation of the subsidiary CIC In-
ternational and the calculation of the return on its port-
folio being divided into domestic and international. 

Since its creation in 2007, CIC has retained the confiden-
ce of Chinese leaders year after year and now manages 

64.The Heritage Foundation data (2014) on CIC and SAFE investments in 2007-2013. This figure should 
be understood as a minimum estimate due to the lack of data on NSSF, CADF and many international 
investments by SAFE and CIC.
65. For a more detailed study, see the work of Koch-Wesser and Haacke (2013) for the CIC, available at http://
origin.www.uscc.gov/sites/default/files/Research/China%20Investment%20Corporation_Staff%20Report_0.
pdf, Hu (2010) at http://ec.europa.eu/economy_finance/publications/economic_paper/2010/ecp421_en.htm 
and Capapé (2014) at http://fletcher.tufts.edu/sovereignet for a more in-depth analysis of SAFE.

Chinese investment in Europe 2014
Chinese investment in Europe 
38



Chinese investment in Europe 2014
Chinese investment in Europe

39

ASSETS VALUE (USD MILLION) SECTOR DESTINATION COUNTRY

Royal Dutch Shell 3.076 Energy United Kingdom

Total 2.8 Energy France

BP 1.989 Energy United Kingdom

Vodafone Group 1.52 Telecommunications United Kingdom

Bhp Billiton 1.245 Metal United Kingdom

BG Group 1.11 Energy United Kingdom

Rio Tinto 956 Metal United Kingdom

UPP Group 885 Real estate United Kingdom

Xstrata 596 Mining United Kingdom

AstraZeneca 587 Pharmaceuticals United Kingdom

SABMiller 585 Food and beverages United Kingdom

Diageo 532 Food and beverages United Kingdom

Tesco 522 Consumer goods United Kingdom

Standard Chartered 516 Banking United Kingdom

Anglo American 509 Metal United Kingdom

Barclays 498 Banking United Kingdom

Drapers Gardens 440 Real estate United Kingdom

Affinity Water 200 Infrastructure United Kingdom

One Angel Square 107 Real estate United Kingdom

TOTAL* 23,277

Table 5.
SAFE’s main investments in Europe

Source: ESADEgeo based on Thomson Reuters and Heritage Foundation data (2014).  *Includes SAFE’s total interest 
in companies listed on the London Stock Exchange at 31 December 2012. 



almost USD 600 billion, even though its initial foray into 
international investment began with controversial pur-
chases of interests in Morgan Stanley and Blackstone. In 
Europe, its presence remains strong, at more than USD 
11.5 billion, with a preference for energy-related sectors 
(see table 6). As in the case of SAFE, CIC has also invested 
directly in sectors such as infrastructure (Thames Water, 
now Affinity Water, is the largest supplier of water in Lon-
don) and the real estate market (with the acquisition of 
the corporate headquarters of Deutsche Bank). 

CIC also acquired knowledge of the real estate sector 
with its purchase, during the bailout, of SongBird Estates 
(owner of London’s Canary Wharf ), pointing to further 
acquisitions in both London and the other key European 
hubs. CIC entered the technology sector by acquiring 
the interest held by the Spanish company Abertis in Eu-
telsat, one of the three largest satellite operators in the 
world. This sector figures frequently among its latest ma-

jor acquisitions. Indeed, CIC now has a sizeable interest 
in the capital of the Chinese start-up Alibaba (USD 2 bi-
llion), and we would not rule out new acquisitions in the 
European technology sector. 

China’s desire to create co-investment instruments be-
tween Chinese public entities and European national go-
vernments is also apparent. This has already happened 
through the China-Belgium Direct Equity Investment 
Fund, created in 2012, with an investment target of € 500 
million, currently in the initial investment stage. More re-
cently, Summit Bridge Capital was created, a joint ventu-
re between CIC and Ireland’s National Pensions Reserve 
Fund (NPRF). Each party has contributed USD 50 million, 
with a target of USD 300 million, allowing for investment 
in up to 15 Irish technology companies. A preliminary 
agreement is also in place with the government of Bela-
rus to invest in industries such as the wood sector.
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ASSETS VALUE (USD MILLION) SECTOR DESTINATION COUNTRY

GDF Suez 3.150 Energy France

Uralkali 1.989 Mining Russia

Russian Direct Investment Fund 1.000 Financial Russia

Thames Water 981 Infrastructure United Kingdom

Apax Corporation 960 Financial United Kingdom

Heathrow Airport Holdings 730 Transportation United Kingdom / Spain

Eutelsat 490 Technology France

Songbird Estates 450 Real estate United Kingdom

Polyus 420 Metal Russia

Deutsche Bank Headquarters 400 Real estate United Kingdom / Germany

Diageo 370 Food and beverages United Kingdom

Nobel Holdings 300 Energy Russia

VTB Group 100 Financial Russia

Russia Forest Products* 100 Wood Russia

Moscow Stock Exchange** 80 Financial Russia

TOTAL 11.520

Table 6. China Investment Corporation’s investments in Europe

Source: ESADEgeo based on Heritage Foundation, Bloomberg and The Wall Street Journal data (2013). *The first 
investment made by the JV RDIF. **Bloomberg estimate (2013).



1.4 THE IMPACT OF CHINESE INVESTMENT IN 
EUROPE 

Foreign investment usually benefits destination coun-
tries in numerous ways, as explained in economic lite-
rature and revealed by an analysis of the expansion of 
multinationals. The direct benefits for the country recei-
ving the investment include job creation, capitalisation 
of resident companies, increased competition in the 
sectors where foreign companies operate and financing 
of potential current account deficits. The indirect effects 
can be the generation of services or auxiliary businesses 
around the foreign company, a boosting effect on the 
arrival of new companies, and occasionally the creation 
of business clusters. In addition, as foreign companies 
usually have clear competitive advantages, be they te-
chnological, organisational or related to their human 
capital, they often contribute to moving the corporate 
framework of the destination country up the value chain. 
These companies are also significant in increasing the di-
versification of the production structure of the destina-
tion country as well as its specialisation. Other indirect 
effects include spillovers, which increase the competiti-
ve capacity of local companies that are in contact with 
foreign companies. 

Many of these effects can be attributed to Chinese com-
panies investing in Europe. In terms of employment, it is 
estimated that Chinese companies have created around 
50,000 jobs in Europe, a figure that appears modest 
when compared with the more than four million jobs 
created by North American companies. With regard to 
the generation of services or auxiliary businesses and 
the boosting effect, most noteworthy is the peripheral 
activity generated in the more than 10 hubs and coope-
ration areas for investment from Chinese companies in 
Europe, such as those in Prague (Czech Republic), Prato 
(Italy), Warsaw (Poland) and Wigan (United Kingdom). 
Huawei and Lenovo, meanwhile, are good examples of 
creating new competition amongst products, while in 
terms of specialisation, COSCO has made a considerable 
contribution to developing highly specialised logistics 
solutions. As all of these companies operate at the high 
end of the value chain they contribute, through exter-
nalities, to improving the local framework’s capacity for 
competition and innovation. 

On other occasions, Chinese companies recapitalise 
resident companies and help them to improve their fi-
nancial capacity or even restructure companies in diffi-

culties, as Geely did with Volvo. They sometimes contri-
bute to increasing the resident companies’ production 
capacity or their internationalisation, as CITIC did for the 
Spanish company Gándara Censa or Huayi with Cubigel 
in Catalonia. In some cases, the Chinese company even 
has an interlocking shareholding with a European mul-
tinational, so that the European company can enter the 
Chinese market and the Chinese company gains access 
to the European market, such as China Unicom and Te-
lefónica. With regard to increased competitive capacity, 
companies such as Lenovo and Haier have developed 
high-quality products with very competitive prices for 
Europe, benefiting consumers. 

A number of Chinese companies have recently invested 
in the privatisation of companies in southern Europe, 
such as Three Georges Corporation in Electricas de Por-
tugal (EDP). In this respect, Chinese companies are po-
tential buyers of government assets of which European 
countries in fiscal difficulties wish to dispose. In fact, Chi-
nese companies bidding in public tenders often offer an 
above-market price. Furthermore, the arrival and increa-
sed activity of Chinese companies in Europe is helping 
to smooth the way for European companies to enter the 
Chinese market, as well as favouring bilateral economic 
relations in various areas, from trade to purchases of go-
vernment debt and corporate bonds. In recent months 
various institutional and private investors from China 
have shown interest in the government assets being pri-
vatised in southern Europe. In the coming quarters, the-
refore, we may well see transactions of this type, perhaps 
several. 

Protectionism in the EU against Chinese FDI 

The opposition that some Chinese companies have en-
countered to their foreign investment projects has been 
fundamentally political. Two noteworthy examples are 
the blocking of the attempt by the SOE China National 
Offshore Oil Company (CNOOC) to acquire the US com-
pany Union Oil of California (Unocal), and the move by 
Aluminium Corporation of China (Chinalco) to acquire a 
shareholding in the Anglo-Australian company Rio Tinto. 
The US and Australian governments displayed zealous 
protectionism towards both transactions, in which SOEs 
(which channel government interests) intended to enter 
the natural resource extraction sector. The risks associa-
ted with these transactions for national interests, which 
are normally cited by governments of Western countries, 
pertain to national security, environmental protection 
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and safeguarding local firms’ technology and know-how. 
For example, Huawei and ZTE’s transactions in the Uni-
ted States are closely monitored by the Committee of 
Foreign Investments of United States (CIFIUS), which ti-
ghtly controls these two companies as it considers them 
state-owned and a threat to the industrial property of US 
companies.  

The European Union, meanwhile, is one of the most open 
regions in the world to foreign investment. According to 
the OECD’s FDI Restrictiveness Index, which compares 
openness to foreign capital and the ease of investing in 
44 different economies, the major European countries 
are very open, above average for the OECD and more 
open than the United States or other emerging countries 
such as South Africa, Brazil, India, Indonesia and Russia. 
This characteristic may be particularly appealing to Chi-
nese companies, as China itself appears in the analysis as 
the most restrictive economy in the sample towards FDI. 

Chinese companies often complain of the trade restric-
tions imposed by European governments. Since China’s 
inclusion in the World Trade Organization (WTO) in 2001, 
European countries have imposed 60 anti-dumping me-
asures or measures against subsidised companies on 
Chinese imports. However, the high number must be 
put in context, as the EU is China’s main trading partner, 
and the number of transactions each year is considera-
ble. Some barriers to investment in the EU, which are de 
facto not de jure, relate to investor climate, in particu-
lar with regard to regulatory restrictiveness. Of the five 
largest European economies, the United Kingdom (7th) 
and Germany (20th) are among the best for doing bu-
siness according to the Doing Business report66, while 
France (34th), Spain (44th) and Italy (73rd) appear to 
be less competitive in this respect. In other areas, some 
of the larger European economies still have inflexible 
labour regulations and more restricted access to finan-
cing. In addition, the rules of play are clearer in the Uni-
ted States due to the existence of the CIFIUS and the 
country’s greater transparency and clarity with regard to 
the decision-making bodies that can block transactions. 
In the EU, in contrast, the fact that there are 27 different 
systems creates the problem of having to deal with the 
same number of jurisdictions (not to mention subnatio-

Chart 9. 
FDI Restrictiveness Index 2012

Source: OECD, 2013. Selected countries. Index from 0 (greatest openness to FDI) to 1 (least openness to FDI)

66.World Bank, data from Doing Business 2013
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nal regulations), and the lack of a shared legislative fra-
mework represents a barrier for investment. 

The pressing need for financing in various European 
countries will undoubtedly determine how politically 
open economies are to Chinese capital, making policies 
more flexible and tolerant, especially in southern Europe. 
In contrast, countries such as the United Kingdom and 
the Netherlands, which have encountered substantial 
limitations on trade and investment in China, are aware 
that putting up significant barriers for Chinese compa-
nies could trigger even greater corporate protectionism 
by the Chinese government. The Treaty of Lisbon of De-
cember 2009, which ought to regulate incoming foreign 
investment, does not specify a procedure, although 
member states themselves do, examples being the Uni-
ted Kingdom, Germany and France, depending on the 
sector that is the target for investment. In any case, the 
outcome of the European investment policy concerning 
China will depend on the results of the working groups 
and the negotiations to agree on investments announ-
ced at the 15th EU-China Summit in September 2012. 

The Chinese government’s bilateral investment trea-
ties

To prevent these protectionist threats discouraging Chi-
nese companies from expanding internationally, and to 
facilitate such transactions, since 1980 the Chinese go-
vernment has signed more than 125 bilateral treaties. 
These bilateral investment treaties (BITs) aim to ensure 
that Chinese companies receive the same treatment as 
national companies, and to establish courts of arbitra-
tion recognised by both parties to resolve any conflicts. 
The agreements are different in each case, depending on 
the demands and specific conditions of the countries in-
volved. The major agreements include the China-ASEAN 
Free Trade Agreement and other free trade treaties with 
Chile, Peru and Singapore.

China has signed treaties of this kind with 26 European 
countries: Austria (in force since 1986), Belgium and Lu-
xembourg (2009), Bulgaria (2006), Cyprus (2002), the 
Czech Republic (2006), Denmark (1985), Estonia (1994), 
Finland (2006), France (2010), Germany (2005), Greece 
(1993), Hungary (1993), Italy (1987), Latvia (1997), Lithua-
nia (1997), Malta (2009), the Netherlands (2004), Poland 
(1989), Portugal (2008), Romania (2009), Slovakia (2007), 
Slovenia (1995), Spain (1987), Sweden (2010) and the 
United Kingdom (1986).
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BOX V. THE RISE OF CHINESE MULTINATIONALS 

Author: David Höhn, Director China Desk, KPMG in 
Spain

The international expansion of the Chinese economy is 
a hot topic in economic and political circles worldwide. 
In recent years, a significant number of state-owned en-
terprises and private companies from China have been 
involved in transactions outside the country’s borders. 
They have become shareholders of foreign companies, 
formed strategic alliances and expanded through M&A 
or greenfield investments. As a result, the international 
business community is witnessing the emergence of a 
new phenomenon: Chinese multinational corporations.

In the last 30 years, China has undertaken a number of 
reforms to transform its economy. The latest example is 
the 12th Five-Year Plan, launched in 2011, which lists in-
ternationalisation of Chinese companies and formation 
of Chinese multinationals as one of its six priorities. We 
should therefore not be surprised by the increased inte-
rest among Chinese investors in assets located outside 
the country’s borders, including those in Europe and 
Spain. Traditionally, China has benefited considerably 
from being one of the main destinations for Foreign Di-
rect Investment (FDI). However, for more than a decade 
it has also been one of the world’s largest investors. In 
2012 inbound FDI in China amounted to more than USD 
120 billion, second only to the United States; while for 
the first time the Chinese economy also ranked third in 
terms of outbound FDI, at USD 88 billion, exceeded only 
by the United States and Japan67.   

This shifting trend reached its most intense stage during 
the global financial crisis that emerged in 2007-2008. 
The credit crunch and financial stress drove down mar-
ket prices of both equities and real assets, a decline that 
continues to this day. At national level, to mitigate the 
impact of the global conditions on the Chinese eco-
nomy, the country’s government bolstered domestic 
demand through adjustments and structural measures, 
which also made Chinese companies more competiti-
ve abroad. In addition, the marginal appreciation of the 
yuan against other national currencies has increased the 
purchasing power of Chinese companies. 

In the past five years, the combination of policies favou-
ring foreign investment – at a time when global market 
prices are more attractive – and a marginally stronger 
currency compared to some other national currencies 
has increased the competitiveness of China’s major cor-
porations. The question that analysts are now asking, 
therefore, is not whether China’s outbound FDI will ex-
ceed its inbound FDI, but when. The rapid appearance 
of Chinese multinationals in the world economy has an 
impact on global competition, as previously happened 
with the emergence of other Asian multinationals from 
Japan, Korea and Taiwan. Competition for talent, capi-
tal, resources, consumers and innovation looks set to be 
much fiercer.

When analysing the impact of the continuous emergen-
ce of Chinese multinationals in the global economy, it is 
apparent that the majority have taken a different path to 
their competitors to reach their current position. In ge-
neral, the major Chinese companies have been suppor-
ted by the State, meaning abundant resources, limited 
competition and low labour costs, together with very 
high domestic demand.

However, internationalisation is not all advantages for 
the major Chinese corporations. Corporate culture and 
the way of doing business in China is very different to 
the West, and even more so in the case of multinational 
state-owned enterprises. If we add to this a certain de-
gree of reticence among developed countries to receive 
Chinese investment in what are considered key sectors, 
and the perception that Chinese companies are slow to 
innovate, lack creativity68 and have a poor brand image69, 
the path travelled to reach the current situation has not 
been smooth.

Another of the challenges that Chinese multinationals 
have had to confront is their lack of experience in ma-
naging global businesses. Many of their management 
teams are not yet mentally prepared for the company to 
be a global player and have tried to replicate their mana-
gement approach to the domestic market in the interna-
tional arena. As a result, many Chinese companies have 
expanded internationally by forming strategic alliances 
with Western companies in order to benefit from the 
know-how of their management teams, for example. 

To address their international expansion with some gua-
rantees, Chinese multinationals have started to make 
internal changes to their operating models and explore 

67.UNCTAD, World Investment Report 2013.
68.Just five Chinese companies are included in Forbes’ “The World’s Most Innovative Companies” list for 2013.
69.No Chinese companies are included in Interbrand’s Best Global Brands 2013.No Chinese companies are 
included in Fortune’s World’s Most Admired Companies 2013.
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outward-looking strategies. The changes have included 
hiring and retaining local personnel to handle opera-
tions in each destination country, specific training in 
local processes for each country and implementation 
of an international management rotation scheme. The 
outward-looking strategies have focused on improving 
foreign relations, while emphasising compliance with 
local legislation by creating teams together with the re-
levant local institutions.Forecasts indicate that Chinese 
foreign investment will continue to grow in the coming 
years, with transactions in a wide range of industries 
and regions. Although state-owned multinationals have 
been behind many of the transactions to date, private 
companies from China are set to play a more active role 
in the future as they are more market-oriented, flexible, 
efficient and quicker to make decisions, as well as ha-
ving defined ownership structures and internal incen-
tive systems.

The rising internationalisation of Chinese private com-
panies will bring about transactions in sectors where no 
activity has previously been seen. Chinese multinational 
state-owned enterprises are in a privileged position in 
the domestic market and their international strategies 
are very focused on the energy sector and natural re-
sources, to guarantee the supply of key commodities for 
China’s economic growth. In contrast, private companies 
are accustomed to a more competitive environment and 
are less dependent on the State. These companies ope-
rate in sectors such as agri-food, real estate, luxury goods 
manufacturing and technology, and have developed 
basic operating capacities and accumulated experience 
in the global market through strategic alliances with fo-
reign partners.

In short, Chinese multinational corporations are emer-
ging rapidly and have already secured a global presence. 
It has yet to be seen whether they will follow in the foots-
teps of multinationals from other countries, or whether 
they will write their own stories of successes and failures. 
Understanding their motives and behaviour will help the 
international business community to better relate to the-
se new players, resulting in benefits for the global eco-
nomy in general. All the parties involved – be they public 
entities and bodies, Chinese and Western companies, or 
financial investors and professional advisors – still have 
their work cut out for them. Effective development of 
strategies to interact and work with these new global 
players is key to the future of the world economy. 
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2.1. HOW THE CHINESE FINANCIAL SYSTEM 
OPERATES

The Chinese financial system: development and 
expansion 

The Chinese financial system has a long history and cities 
such as Shanghai, Hong Kong and Tianjin soon became 
the major financial hubs in Asia. In 1897 the country’s 
first financial institution funded entirely with Chinese ca-
pital was founded: the Commercial Bank of China. Other 
state-owned and private financial institutions were sub-
sequently created, laying the foundations for the develo-
pment of a financial system based on lending to finance 
agricultural and industrial development. 

However, after the birth of the People’s Republic of China 
(PRC) in 1949, all existing companies and financial ins-
titutions were nationalised, and over the three decades 
that ensued the Chinese financial system was gradually 
concentrated into a single bank, the People’s Bank of 
China (PBC). The PBC was controlled solely by the coun-
try’s central government and acted as a central and com-
mercial bank, managing 93% of the country’s financial 
assets and almost all of its financial transactions. 

The fall of Mao and the arrival of reformer Den Xiao Ping, 
who came to power in 1978, led to a significant structural 
change whereby the central bank became independent 
from the Ministry of Finance, while four major state-ow-
ned banks became specialised in other businesses. Bank 
of China (BOC) took responsibility for trade and currency 
transactions; China Construction Bank (CCB) began to 
manage transactions related to long-term investments 
(above all in the manufacturing sector); Agricultural Bank 
of China (ABC) was created in 1979 to manage the ban-
king business in rural areas; and the fourth state-owned 
commercial bank, Industrial and Commercial Bank of 
China (ICBC), was founded in 1984 and took responsibi-
lity for the central bank’s other commercial transactions. 

Freed from its commercial banking activities, the central 
bank was formally established as the PBC. In the 1990s, 
these banks expanded their domestic and international 
operations and part of their capital was listed. At the 
same time, they underwent a process of professiona-
lisation, increasing the range of products and services 
offered. The resulting structure of the Chinese financial 
system is similar to the one we now know. In any case, 
in parallel to the development and expansion of the ‘Big 

Four’ (BOC, CCB, ABC and ICBC), the 1990s also marked 
the first steps towards a proliferation in the financial sys-
tem of other new entities and institutions. 

These entities include regional banks (in which local go-
vernments have interests) created in special economic 
areas, coastal areas and rural areas. In addition, a ne-
twork of rural credit cooperatives (RCC, similar to credit 
unions in the United States) was created under the su-
pervision of ABC, as well as urban credit cooperatives in 
cities. Non-bank financial intermediaries also started to 
appear, such as trust and investment firms (which ope-
rate in selected banking services and non-banking servi-
ces with restrictions on deposits and loans). Meanwhile, 
the Chinese securities market began to develop and the 
major banks embarked upon an expansion phase, finan-
cing real estate investment with credit funds. 

Furthermore, since 1994 the PBC has managed a single 
floating exchange rate system for the yuan based on su-
pply and demand on the forex market. This type of sys-
tem, which links the value of the yuan to the US dollar, 
protected China from a number of competitive devalua-
tions during the Asian financial crisis in 1997. 

Openness to foreign banking 

The openness of the Chinese banking system to foreign 
banks has been strictly regulated and planned by the 
country’s authorities, and developed in the context of a 
wider transition towards a market economy. The process 
of opening up the economy began in the 1970s when 
representative offices were established. 

Later, in the 1980s, as a result of the reforms driven by 
Deng Xiao Ping, branches were opened in Shenzhen as 
an experiment, and this model was subsequently ex-
ported to Shanghai and seven other major cities. With 
regard to business permits, the authorities initially only 
allowed financial services to be provided in foreign cu-
rrency, and specifically to companies financed by foreign 
capital. In the mid-1990s the PBC started to allow foreig-
ners to carry out activities in local currency with foreign 
customers in Shanghai and Shenzhen. 

Openness to foreign banking reached an important mi-
lestone in 2001 when China joined the WTO, supporting 
a gradual transition towards foreign banking business 
throughout China. Once the country had joined, foreign 
banks were authorised to carry out transactions in fo-
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reign currency, and since 2003 they have gradually been 
allowed to operate in local currency, albeit with strict 
geographical limits. At the end of 2006, the China Ban-
king Regulatory Commission (CBRC) established a set of 
conditions for opening and operating branches, requi-
ring high levels of capital reserves and a lengthy period 
before branches could operate in local currency. Howe-
ver, the legislation enacted at the end of 2006 governing 
the establishment of branches sets less demanding re-
quirements, supportingthe previous means of entry.

In early 2013, 95 foreign banks from 49 countries had set 
up branches, subsidiaries and offices in China, and in re-
cent years the country’s openness to foreign banking has 
increased significantly. BBVA was the first Spanish bank 
to establish a presence in China when it acquired an in-
terest in the capital of China CITIC Bank, resulting in the 
two institutions entering into agreements for auto loans 
and private banking. 

Meanwhile, Santander signed a strategic alliance with 
CCB, creating a joint venture to do business in the coun-
try’s rural areas. Also this bank signed up a technical and 
strategic cooperation agreement with the Bank of Sha-
nghai, and also it concluded a deal to acquire 8% of the 
Chinese bank (previously owned by the HSBC). Additio-
nally, the Santander operation over the 20% of the Bank 
of Beijing consumption branch was approved by the re-
gulator. In addition, La Caixa has a 12.5% interest in Bank 
of East Asia, from Hong Kong. 

The banking, securities and insurance market

Analysis of a number of ratios indicates that the Chinese 
financial sector and its various segments have conside-
rable room for development and modernisation. Firstly1, 
the credit extended by banks to the private sector is con-
siderably lower if compared with advanced economies2. 

At present there are four types of banks in China: the “Big 
Four”, state policy banks (created by the government to 
facilitate and implement domestic policies, the objective 
of which is non-profit regional development), joint-stock 
commercial banks (controlled by the government, com-

panies or individuals) and city commercial banks (con-
trolled by local government to meet the needs of the 
surrounding area).

Secondly, the bond market can be divided into four 
distinct stages: pre-market (1949-1981), private market 
(1981-1991), official market (1991-1997) and bank-re-
lated market (1997 onwards). After 30 years of develo-
pment, the bond market now trades government debt, 
corporate bonds and financial bonds, among other ins-
truments. The market has increased in size from hun-
dreds of millions to dozens of trillions of yuan, although 
it remains underdeveloped, extending credit equivalent 
to approximately 41% of China’s GDP, while in the United 
States the figure is 243%3 of GDP. 

Thirdly, the Chinese stock market was launched in 1990 
when the Shanghai Stock Exchange was established, 
followed by the Shenzhen Stock Exchange. There are 
currently more than 100 listed companies, 50 of which 
have assets in excess of CNY 1,000 million (€120 million). 
At present, there are more than 80 million current share-
holders, 6.2% of the country’s population. There are two 
types of shares in China: type 

A shares, known as normal yuan shares, which are issued 
by Chinese companies (except those from Hong Kong, 
Taiwan and Macau) and denominated in yuan; and type 
B shares, known as special yuan shares, which are deno-
minated in yuan but traded for foreign currency and are 
quoted on the Shanghai and Shenzhen stock exchanges. 
Type B shares are solely for natural and legal persons 
from foreign countries, Hong Kong, Macau and Taiwan. 
The capitalisation of the stock market in China amoun-
ted to around 44% of the country’s GDP in 2012. This 
contrasts with Western economies where stock markets 
are typically smaller than bond markets4. 

Fourth, the insurance sector hosts two types of company: 
political insurance companies and commercial insurance 
companies. The former offer services pertaining to do-
mestic exporters to promote exports and foreign invest-
ment, while the latter specialise in insurance related to 
companies. The insurance sector is also underdevelo-
ped, with USD 1.2 trillion of assets, just 14% of GDP, while 
in the United States the insurance sector has around USD 
4.8 trillion of assets, approximately 30% of GDP5.

Fifth are asset management firms. The purpose of these 
companies is to manage the assets of companies or in-
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dividuals so as to increase their value, offering a much 
higher fixed return compared to that offered by banks, 
and to prevent losses in the case of problematic assets. 
This activity was formally regulated in 1999 when China’s 
central government established four asset management 
companies to manage the state-owned banks’ non-per-
forming loans. The asset management sector is less de-
veloped than in the West. Assets under management in 
China represent just 5.1% of GDP, compared to 240%6  in 
the United States. However, the asset management in-
dustry in China has grown rapidly since its inception in 
the late 1990s. Assets under management are expected 
to amount to 10% of GDP in 20157.

Sixth, as in other countries, there are other kinds of fi-
nancial intermediaries such as trust companies, rural and 
urban credit cooperatives and financial companies. Most 
of these entities are regulated by the CBRC, but under 
a different set of supervisory rules. At present it is diffi-
cult to find information on the size of this sector, but its 
growth in recent years is quite apparent. Assets under 
management by cooperative companies have grown 
from CNY 5 trillion (€600,000 million) in 2007 to CNY 7.8 
trillion (€1 trillion) in 20108. 

In addition to a traditional financial sector, China has an 
informal credit sector which helps to bridge the gap not 
covered by traditional lending. This is known as shadow 
banking, a sector with which Chinese regulators have 
an uncomfortable relationship. In recent years, the Fi-
nance Minister has detected and eliminated many bu-
sinesses engaged in lending activities. Shadow banking 
in China comprises credit agencies, business activities 
outside the formal banking system, with characteristics 
similar to those of banks, and whose primary purpose 
is to finance debt. There are three types of banks. The 
first group emerges within commercial banks and pri-
marily offers bankfinancial products, entrusted loans 
and banker’s acceptances. The second group comprises 
financial institutions (excluding banks), including trust 
companies, finance lease companies, financial compa-
nies, auto loan companies, consumer finance compa-
nies, brokers, small loan companies and pawnbrokers. 
The third group revolves around informal business ac-
tivities also aimed at financing debts, such as private 
loans and private equity funds. The first two groups are 
regulated by financial legislation, although the level of 
supervision encompasses an amount lower than their 
balance sheet items. The third group is not governed by 
the regulations applicable to other entities. 

Challenges in the medium term

The Chinese financial sector is facing numerous cha-
llenges as part of its rapid development, such as dere-
gulation of interest rates, expansion of financial markets, 
growing financial innovation and the emergence of new 
business models and operating practices. All of the abo-
ve means that regulatory coordination is essential. A 
report issued by the World Bank in 20129 provided the 
first international assessment of China’s financial sector, 
identifying a number of issues with its regulation. 

The report concluded that regulation of the Chinese fi-
nancial system needed to be reformed to address the 
challenges of an ever-changing financial sector. It also 
recommended that a permanent financial stability com-
mittee be formed in order to consolidate supervision of 
the various sectors and for the PBC and the regulatory 
commission to increase their resources and extend their 
responsibilities. The current state of supervision, with 
numerous regulations issued and highly complicated 
approval processes for the activities of financial institu-
tions, is criticised for not being sufficiently progressive 
and prospective. A balance is required between the de-
gree of regulatory control and the need to allow useful 
financial innovation and let the financial sector develop.

On the positive side, the report praises the CBRC for 
incorporating banking and financial regulations in line 
with international standards (Chinese banks have gra-
dually implemented Basel II), but draws attention to a 
number of weaknesses, such as the lack of an under-
lying legal framework within which banking activities 
are carried out. The CSRC has also taken measures to 
detect and prevent insider trading10 and market mani-
pulation, but more work is needed. Although an inspec-
tion and supervision programme is in place, the report 
states that more attention must be paid to illegal invest-
ment activities, hedge funds and private equity funds. 
In any case, the report was issued at a time of major 
changes in the leadership of the three major regulators: 
CSRC, CBRC and SAFE. China currently intends to create 
an agency led by the central bank to coordinate financial 
supervision, without changing the roles of the current 
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Chart 1. 
The financial banking framework in China

“Chinese Financial Structure”, China Banking Regulatory Commission, 2014



supervisors. When the State Council approved the PBC 
proposal, it stipulated that the new office should coordi-
nate monetary policy and financial regulation to maintain 
financial stability and reduce systemic risks. This reform 
was less ground-breaking than expected. China is expec-
ted to create a financial regulation super-agency to put 
an end to bureaucratic battles between offices and speed 
up reforms. One example of this is the development of 
the bond market, as three regulators are currently com-
peting for its supervision: the central bank controls the 
sale of bonds on the interbank market, the CSRC super-
vises bonds issued by listed companies and the NDRC 
(National Development and Reform Commission) appro-
ves bond issues by private companies. One of the new 
agency’s key tasks will be to increase supervision of the 
financial products that may be sold by different types of 
institutions and respond to calls for financial innovation 
to improve access to information for all regulators, esta-
blishing an accounting system for all sectors. 
 
2.2. THE MAJOR CHINESE BANKS AND THEIR 
INTERNATIONAL PRESENCE

Below we describe the major Chinese banks that operate 
in the country and have an international presence, exclu-
ding the numerous financial institutions that report to lo-
cal governments. The analysis specifically refers to Bank of 
China (BOC), China Development Bank (CDB), Export Im-
port Bank of China (EXIM Bank), China Construction Bank 
(CCB), Agricultural Bank of China (ABC), and to a lesser 
degree China CITIC Bank and Bank of Communications. 
We also analyse the international strategy of Industrial 
and Commercial Bank of China (ICBC) in more detail. The 
major Chinese banks have a clear international strategy 
that allows them to access profitable groups of new cus-
tomers, diversify risks in the local market and accumula-
te know-how and technology. Europe plays a key role in 
this strategy. Almost all of the major Chinese banks have 
a presence (representative offices, branches or subsidia-
ries) in the main European financial hubs such as Luxem-
bourg, London, Paris and Frankfurt. However, this is me-
rely the first step in Chinese banks’ European adventure. 
In the coming years they will seek out business opportu-
nities and greater regional coverage in cities other than 
those mentioned. Chinese financial institutions, with 
their abundant liquidity and financial capacity, will beco-
me more competitive in the European financial system 
in the medium term, contributing to stabilising the retail 
financing market by offsetting potential credit crunches 
in Europe.

Bank of China (BOC)

Bank of China (BOC) was created in 1912 and was the 
central bank, foreign exchange bank and foreign trade 
bank from its initial years through to the middle of the 
20th century. BOC has adapted to the requirements of 
the Chinese economy with successive major changes to 
its statutory activity. In the second half of the 20th cen-
tury, after the founding of the People’s Republic of China, 
the bank was a key service and finance provider for fo-
reign trade transactions and other operations in foreign 
currency, increasing its remit over the ensuing decades. 
From 1994 onwards, BOC no longer specialised in fo-
reign trade transactions and instead became a state-ow-
ned commercial bank. It was subsequently incorporated 
as a private company under the name of Bank of China 
Limited through a process known as equalisation. 

Two years later, it was listed on the Shanghai and Hong 
Kong stock exchanges, and became the first Chinese re-
tail bank to launch an IPO (Initial Public Offering) in both 
markets. However, of its total market capitalisation, which 
amounts to USD 130 billion, 67.5% is still held by the Chi-
nese government11. In 2012 the Basel Committee ack-
nowledged the bank’s importance by declaring it a Global 
Systemically Important Financial Institution in view of its 
size, capacity and presence in markets worldwide. 

BOC has expanded rapidly in recent years, both in China 
and abroad. Its international expansion mainly encom-
passes Asian countries, in which it has a well-rooted pre-
sence. Besides Hong Kong and Macau, it has six offices in 
Singapore, five in Japan, two in Kazakhstan, five in South 
Korea, nine in Australia, two in Thailand, one in Vietnam, 
one in the Philippines, two in Cambodia and two in Ma-
laysia. In the Americas, it has three offices in the United 
States, nine in Canada, one in Panama, one in Brazil and 
one in the Cayman Islands. In Africa, it has offices in Sou-
th Africa, Nigeria and Zambia. BOC has European presen-
ce in Luxembourg, London, Manchester, Birmingham, 
Glasgow, Paris, Frankfurt, Hamburg, Düsseldorf, Brussels, 
Rotterdam, Warsaw, Stockholm and Milan. It provides 
loan, deposit, trade finance, international payment and 
other corporate services to companies. To individuals, in 
addition to loans and deposits, it also offers private ban-
king and wealth management, among other services. 
Through its numerous subsidiaries, BOC also operates in 
other banking services such as investment banking (BOC 
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International Holdings Limited), insurance (BOC Group 
Insurance Company), long-term investment (BOC Invest-
ment Limited), fund management (BOC Investment Ma-
nagement) and aircraft leasing (BOC Aviation). BOC has a 
clear customer focus, aiming to introduce innovative ser-
vices, such as mobile telephone banking added in 2010. 

China Development Bank (CDB)

China Development Bank (CDB) was created in 1994 and 
is managed by the country’s most senior government 
body, the State Council. It was created to foster struc-
tural reforms in the country, and its primary objective is 
to provide financial support for economic development 
policies in China, financing large projects and favouring 
development in the west of the country, which has beco-
me increasingly different to coastal areas in recent years. 

CDB is currently the largest Chinese bank in terms of fo-
reign investment and financial cooperation, foreign cu-
rrency loans and the bond market. It is the largest bank 
in the world in terms of volume of development loans. 
Over the last few years, its operations and lending poli-
cies have been significantly improved and brought into 
line with international standards. This has enabled the 
bank to keep its non-performing loan ratio (NPL) below 
1% during the last years. CDB has 8,000 employees and 
CNY 7 trillion of assets (€849,000 million). CDB is key to 
the development of the Chinese economy and in the last 
decade it has extended loans for more than 4,000 pro-
jects for a total of CNY 1.6 trillion (USD 260 billion). In 
particular, it is focused on financing major infrastructure, 
energy, industry, commodity and transport projects. It 
has played a very important role in the development of 
infrastructure and in overcoming bottlenecks that could 
have curbed the country’s growth rate. The flagship pro-
jects that CDB has financed include the Three Gorges 
Dam, Beijing-Kowloon rail infrastructure and the Ling 
Ao nuclear power plant. In addition, CDB is behind the 
major urban development seen in the country in recent 
years, which aims to accommodate the millions of citi-
zens who have migrated from rural areas to cities. CDB 
has also been a determining factor in the provision of 
the financing required by numerous Chinese industrial 
groups to increase their production capacity and expand 
both within China and abroad over the last few years. Its 
key customers include the country’s largest state-owned 
enterprises (SOEs), such as SINOPEC and China National 
Petroleum Corporation (CNPC). CDB has also been very 

active in extending loans to SMEs and has developed 
a number of innovative programmes in this area, such 
as a joint financing platform with the Alibaba website.
CDB’s activity abroad has gradually increased and it has 
financed foreign projects totalling USD 224,500 million, 
although just 5% of its loans are extended abroad12. In 
2007 it acquired 3.1% of Barclays in the United King-
dom for €2,200 million. Its involvement in Africa is par-
ticularly significant, as reflected by the recently formed 
China-Africa Development Fund. CDB has more than 40 
offices in China, as well as offices in Russia, Egypt and 
Mongolia, and has relationships with 638 foreign banks 
in 101 countries. 

Export-Import Bank of China (EXIM Bank)

Like CDB, EXIM Bank was established in 1994 and its most 
senior governing body is also the State Council. Its pri-
mary objective is to contribute to the development and 
growth of exports of Chinese companies’ products and 
services. As well as offering direct financing for export 
activities, it also extends loans for development of infras-
tructure to support and bolster exports, such as roads 
and telecommunications. Moreover, EXIM Bank provides 
financing for Chinese companies to set up operations 
abroad in the industrial, energy and mining sectors. It 
also provides guarantees for Chinese companies’ foreign 
transactions and channels part of the Chinese govern-
ment’s foreign aid. EXIM Bank is one of the three banks 
used by the government to implement its development 
policies. It has CNY 1.9 trillion in assets(USD 309 billion). 

EXIM Bank is more active abroad than CDB. It has offi-
ces in France, Russia and South Africa. EXIM Bank has 
been involved in the financing of various development 
and infrastructure projects in Africa, a region in which it 
extends more loans than the World Bank (especially in 
Angola, Ethiopia, Algeria and Sudan). Two recent exam-
ples are the financing of a hydroelectric plant in the Ivory 
Coast and the construction of a new airport in Sudan. 
EXIM Bank has also made substantial investments in 
Latin America and recently formed a USD 1,000 million 
infrastructure development fund together with the In-
ter-American Development Bank (IDB). A third region 
in which EXIM Bank’s influence is notable is South-east 
Asia, where it has financed major projects in countries 
such as Cambodia and Myanmar. 

China Construction Bank (CCB)

China Construction Bank (CCB) was founded in 1954 as 
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the People’s Construction Bank of China, changing to 
its current name in 1996. The bank’s primary task was to 
finance construction and infrastructure projects inclu-
ded in the five-year plans, reporting to the Ministry of 
Finance. Since 1979 it has reported to the State Council. 
CCB then gradually became a commercial retail bank. It 
currently carries out three activities: personal banking, 
corporate banking and treasury operations. Its customer 
portfolio in China is sizeable and it has strong links with 
industrial groups. CCB has been involved in numerous 
large-scale social projects, for example the reconstruc-
tion of areas devastated by natural disasters (such as 
the Yushu earthquake and the South China drought) 
and programmes to reduce poverty. CCB is the second 
largest bank worldwide in terms of capitalization market 
(after the ICBC) which amounts to USD 200 billion. Its to-
tal assets are CNY 14 trillion (USD 2.27 trillion).

In 2005, Bank of America bought a 10% stake in the bank 
for USD 3,000 million, one of the largest acquisitions of a 
Chinese bank’s capital by a foreign entity to date, althou-
gh it disposed of the interest in 2013. In 2006, CCB acqui-
red Bank of America (Asia), based in Hong Kong, which 
had been operating in the continent since 1912. CCB has 
a fund to develop the Chinese healthcare sector. t has un-
dertaken IPOs on the Shanghai and Hong Kong stock ex-
changes. CCB has a high credit rating from the three main 
rating agencies it was ranked 12th globally by The Banker. 
It has more than 13,000 offices throughout China, and a 
significant international presence through offices in Hong 
Kong, Seoul, Singapore, Tokyo, Melbourne, Sydney, Johan-
nesburg, New York, Luxembourg and Frankfurt. 

Agricultural Bank of China (ABC)

Agricultural Bank of China (ABC) was created in 1979 from 
the Agricultural Cooperative Bank, established in 1951. 
ABC remains state-owned but it has extended its services 
from a bank specialising in rural development to other 
banking activities. Its business activities include invest-
ment banking, fund management, finance leasing and 
life insurance. ABC is the sixth largest bank worldwide 
in terms of market capitalization(the third one in China 
after ICBC and CCB). Its total assets are CNY 13.2 trillion 
(USD 2.1 trillion).In 2010 it was listed on the Shanghai 
and Hong Kong stock exchanges, being the first of the 
big four to be listed on these exchanges. Its total volume 
of assets is CNY 13.2 trillion and it has 320 million custo-
mers and 24,000 offices throughout China. It has a capital 
adequacy ratio of 12.6% and a non-performing loan ratio 
of just 1.3%. In 2012 it was the 84th largest bank in the 

world, according to the Fortune 500 list and the 5th bank 
in The Banker’s Top 1000 World Banks. Abroad it has com-
mercial offices in Hong Kong, Tokyo, Dubai, New York, 
Sydney, Seoul, Singapore and London and representative 
offices in Hanoi, Frankfurt, Sydney and Vancouver. 

Other banks

China CITIC Bank is a Chinese financial institution establi-
shed in 1987, which changed its name in 2005 from the 
previous CITIC Industrial Bank. The bank, which is listed 
on both the Shanghai and Hong Kong stock exchanges, 
is the seventh largest Chinese bank in terms of assets, 
and is owned by the holding company China Internatio-
nal Trust and Investment Corporation (CITIC). This group 
created the bank to serve the holding company in the 
mid-1980s, particularly to cover financing requirements 
in foreign currency. It later opened up to other traditional 
banking activities such as lending, deposits and interna-
tional payments. Since 2000, the bank has enhanced its 
international reputation and presence, becoming one of 
the top 300 global banks, according to the British maga-
zine The Banker. CITIC Bank was the first bank in China to 
obtain the certificate required to operate in online ban-
king. In 2006 the Spanish bank BBVA acquired an interest 
in CITIC Bank for the purpose of exchanging information 
and services for customers in the two countries, althou-
gh it later sold this 5.1% shareholding in 2013. 

The bank was listed in 2007. It has a network of more 
than 700 offices in China, although what distinguishes 
CITIC from other Chinese banks is its major focus on in-
ternationalisation, channelled through China CITIC Bank 
International. It currently operates in more than 120 
countries. Bank of Communications started operating at 
the beginning of the 19th century and is the oldest of 
the Chinese banks operating in the country. It was one 
of the first issuers of bonds and its initial purpose was to 
develop an industrial framework for China. Now it is one 
of the major retail banks, with more than 2,800 offices in 
80 cities. It has 88,000 employees and CNY 5 trillion (USD 
813 billion) of assets. Bank of Communications is one of 
the top 100 banks in the world according to The Banker, 
and has previously been selected as Best Bank in China 
by Euromoney. In 2005, the British bank HSBC acquired a 
19.9% interest in the bank so as to expand its operations 
in China. Besides Hong Kong, it has offices in 10 finan-
cial hubs across different countries, namely New York, 
San Francisco, Tokyo, Singapore, Seoul, Ho Chi Minh City, 
Macau and Taiwan, and London and Frankfurt in Europe.
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investment and exports to one fuelled by domestic con-
sumption. Moreover, in recent years the bank has been 
particularly active in financing SMEs, increasing the po-
tential for such companies to expand their businesses 
in China and abroad. The five main sectors that receive 
ICBC loans are manufacturing, transportation and stora-
ge, wholesale and retail, generation and supply of elec-
tricity, gas and water, and real estate. In addition, ICBC is 
at the helm of the modernisation process in China’s fi-
nancial sector. For example, the bank is introducing onli-
ne mobile banking in this country (with 74 million users). 

Able to compete in the international arena with the 
world’s largest banks

ICBC has successfully expanded internationally, overco-
ming the barriers posed by its inexperience of operating 
in international markets and China’s regulatory barriers 
to foreign operations. ICBC has been more active and 
ambitious in international markets than the other Chine-
se banks. It first started operating outside the country in 
1992, opening an office in Singapore, and 20 years later 
it has opened 388 offices in 39 countries across all five 
continents. ICBC has a total of USD 170 billion in assets 
abroad13, making it one of the largest companies in the 
world in this regard, as well as in terms of international 
investments and employees. 

The bank has deployed its expansion strategy by ope-
ning branches and subsidiaries, although it has also 
made several notable acquisitions. For example, in 2005 
it acquired a stake in the South African institution Stan-
dard Bank, becoming its main non-controlling sharehol-
der. Other acquisitions were carried out in Indonesia and 
Thailand. Although ICBC has entered certain internatio-
nal markets relatively recently, its strategy of continued 
growth abroad is clear, as reflected by the injections of 
capital into subsidiaries in 2012: ICBC Europe (€115 mi-
llion), ICBC London (USD 200 million), ICBC Moscow (RUB 
1,203 million), ICBC Middle East (USD 50 million), ICBC 
USA (USD 145 million) and ICBC Peru (USD 50 million).

A strategic presence in Europe

Europe is pivotal in ICBC’s international strategy. Like 
many other global banks, ICBC decided to establish its 
European headquarters in Luxembourg, so as to bene-
fit from the legal and regulatory advantages offered by 
this country. Luxembourg’s government also recently 
stated its intention for the country to become the main 
European hub for financial products denominated in 

2.3. CASE STUDY

Successful growth in China and abroad: Industrial 
and Commercial Bank of China (ICBC)

Author: Ivana Casaburi, PhD. Professor at ESADE

Economic success and state-owned nature

Founded in 1985, Industrial and Commercial Bank of Chi-
na (ICBC) is the largest bank in the world by market capi-
talisation, net profit, total assets and deposits. The Fortune 
Global 2000 ranked ICBC as the largest state-owned enter-
prise in 2013 and The Banker ranked it as the largest bank 
in the world. ICBC’s financial figures are impressive: USD 
3,062,708 million in assets, 470 million cards issued, pre-
sent in 39 countries, 411 individual customers and more 
than 4.6 million corporate customers. ICBC plays a key role 
in the Chinese financial system, and more generally in the 
economic performance of China, in light of its status as a 
government bank. It has been listed on the Shanghai and 
Hong Kong stock exchanges since 2006, when it under-
took the largest IPO in China to date (USD 21,900 million). 

ICBC’s financial indicators show that it is a sound, com-
petitive bank. Its net profit, total assets and earnings 
per share have improved consistently over the past five 
years. Its NPL ratio has declined considerably to 0.91% 
and its core capital had increased to 10.59% by the end 
of September 2013. ICBC’s credit ratings are A/Stable 
from S&P and A1/Stable from Moody’s. In addition to 
deposits, credit facilities and loans, ICBC is increasingly 
involved in other banking activities, such as investment 
banking, asset custody, pensions, precious metals and 
cash management. The most prestigious financial maga-
zines, such as Forbes, Fortune and The Banker, have all 
recognised ICBC’s capacity to generate revenues.

Contributing to consumer and corporate spending

ICBC has grown within China in recent years as a custo-
mer-focused bank, exponentially increasing its customer 
base among both individuals and companies. This deci-
dedly expansionist strategy has boosted the consumer 
spending power of millions of Chinese households, in 
turn contributing to the country’s economic performan-
ce. ICBC plays a crucial role by supporting the transition 
in the Chinese economy from a model based on state 
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yuan. After Luxembourg, the bank opened offices in the 
major European countries: United Kingdom (London), 
Germany (Frankfurt), France (Paris), Italy (Milan), Spain 
(Madrid and Barcelona), Belgium (Brussels), Netherlands 
(Amsterdam) and Poland (Warsaw). Most of these offices 
were opened in 2011 and 2012. ICBC’s European expan-
sion can therefore be said to be in its initial stage. 

ICBC’s European offices support the bilateral business re-
lationship between Europe and China. The bank’s main 
customers in China are also customers when they start 
operating in Europe. This indicates that ICBC is the pre-
ferred bank for many Chinese companies setting up es-
tablishments in Europe. In the opposite direction, one of 
the main objectives of the bank’s offices is to support Eu-
ropean firms that are interested in exporting to China or 
investing there. The services offered by ICBC to its custo-
mers in Europe include syndicated loans, yuan deposits, 
discounting and factoring, import and export financing, 
export guarantees, foreign exchange, corporate banking, 
cash management and investment banking consultancy. 
As well as accompanying Chinese companies in their fo-
reign ventures and helping them to enter new markets, 
ICBC’s presence in Europe has significant advantages for 
companies in terms of transferring know-how and ex-
perience. According to Gao Ming, General Manager and 
Chairwoman of ICBC Luxembourg, “What Chinese banks 
can learn from Europe is how to explore new business 
opportunities with lower capital requirements and an 
improved revenue structure”.  

ICBC lands in Spain

In 2010 ICBC Europe invested €13.7 million in Spain to 
establish its first Spanish office in Madrid. The bank ex-
panded rapidly in the local market over the next two 
years, opening a second office in Barcelona in 2012 and 
acquiring a landmark building in the capital for €21.8 mi-
llion. In the Spanish market, ICBC has introduced various 
financial products for Spanish and Chinese customers, 
such as Unionpay debit cards (cards specifically desig-
ned for Spanish tourists, to facilitate cash withdrawals 
in China). ICBC has also signed a number of agreements 
with Spanish universities to help bring Chinese students 
to Spain. Furthermore, ICBC has contributed to offsetting 
the decline in lending in Spain seen since the start of the 
economic crisis. In this regard, the Chinese bank has 
been increasingly active in lending to its customers, one 
example being the loan extended to ADIF (Administra-
dor de Infraestructuras Ferroviarias) for €50 million. The 
bank also plays an important role in facilitating the arri-
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val of Chinese companies in Spain. For example, Huayi 
Compressors Co. Ltd entered the Spanish market throu-
gh ICBC to acquire Cubigel, which was in financial diffi-
culty before being acquired by the Chinese firm. 

ICBC will also be key to strengthening economic links 
between China and Spain. The bank supports the acti-
vities of certain Chinese businesses in Spain, such as the 
technology companies ZTE and Huawei Technologies. 
ICBC manages online operations for these companies 
in Spain, including bank transfers, payrolls in euros and 
yuan, and credit cards. Meanwhile, ICBC also has strong 
links with Spanish companies operating in China, such as 
Maxam and Mango. Spanish firms not only receive loans 
from ICBC to expand their businesses in China, they also 
operate throughout the Asian market through ICBC’s 
network of offices and services. The clothing company 
Mango uses ICBC’c cash management, electronic pay-
ment and credit control services in China. 

Corporate Social Responsibility (CSR) is also a major part 
of ICBC’s activity in Spain. On the 40th anniversary of the 
establishment of diplomatic relations between Spain 
and China, the bank published two books, “The Precious 
Mirror of the Illumined Mind”and “Moments”,in order to 
improve cultural communication between the two coun-
tries. The first book is a collection of the greatest Chine-
se thinkers and philosophers who have entered Western 
thinking. The second is a collection of photographs do-
cumenting the diplomatic relations between China and 
Spain. In addition, despite the difficult labour conditions 
in Spain, ICBC is creating opportunities through a place-
ment programme to facilitate the entry of students from 
Spanish universities into the workplace. To date, more 
than 50 posts have been created, 70% of which have been 
occupied by Spanish students. As a result of the bank’s 
successful milestones in Spain, the subsidiary ICBC Europe 
invested a further €11.3 million in 2013. The total amount 
invested in Spain to date is therefore €46.8 million. The 
building recently acquired in Madrid will be operatio-
nal in 2014 and will become the bank’s headquarters in 
Spain, reflecting ICBC’s determination and commitment 
to Spain. This commitment was reaffirmed by the signing 
of the MoU with the Spanish government to promote tra-
de and bilateral investment. To conclude, we should em-
phasise that the presence of ICBC is undeniably positive 
for the European and Spanish financial systems, especially 
in terms of facilitating and promoting the economic and 
commercial links between China and Europe. 
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3.1 ECONOMIC RELATIONS BETWEEN CHINA AND 
SPAIN

Context

Spain and China currently benefit from good bilateral 
relations in the political and institutional sphere, as dis-
played during the recent visits to Spain of President Hu 
Jintao in 2005, Prime Minister Wen Jiabao in 2009 and 
Vice Premier Li Keqiang in 2011. The Spanish authori-
ties are aware of the enormous opportunity the Chinese 
economy offers Spain in different areas such as trade and 
investment relations, purchases of Spanish government 
debt, and tourism. 

The Chinese authorities, meanwhile, perceive Spain as 
a robust ally in Europe that has sought European insti-
tutional acknowledgement for China as a market eco-
nomy, and which potentially represents a domestic mar-
ket of great interest for its enterprises. China also sees 
Spain as a platform that can indirectly support its firms 
entry into Latin America and North Africa, and an eco-
nomy that can assist with developing a range of relevant 
technologies for the Chinese domestic market, such as 
renewable energies. 

Acknowledgement of the mutual interest and the ad-
vantages that come hand-in-hand with closer coopera-
tion in various spheres has in recent years led to a proli-
feration of political and business encounters, with a view 
to strengthening and extending economic relations; 
although such relations are still insufficient judging by 
the size of the two economies. The most relevant agree-
ments to date have arisen in the fields of tourism, nuclear 
energy usage, financial cooperation1, and R&D&i2. Bila-
teral economic relations between the two nations are, 
moreover, backed by the Mutual Investment Promotion 
and Protection Agreement signed during President Hu 
Jintao’s visit to Madrid in 20053 and the Double Taxation 
Treaty in force since 19924. 

With respect to direct investment, the presence of Spa-
nish companies in China is a recent occurrence with very 
limited outreach, and differs enormously from their pre-
valence in Latin America and Europe. According to the 
Investments Register5, from 2000 to 2005 average an-
nual investment totalled €42 million, rising to €464 mi-
llion by 2006-2012. These data indicate that China, the 
second global economy in terms of GDP, ranks only 26th 
as a destination for Spanish investment, receiving 0.5% 

of Spain’s total foreign investment6. Investments are hi-
ghly concentrated in the financial services sector, which 
receives almost three out of every four euros Spain in-
vests in China7. Other sectors that host substantial ope-
rations, with a cumulative volume in excess of €100 mi-
llion, are retail, mineral product manufacturing and the 
food industry.

The volumes reflected in the Investments Register could 
in any case be under-weighted and might omit certain 
relevant operations, primarily because several of these, 
carried out by multinationals such as Telefónica or BBVA, 
are conducted via Hong Kong. Such operations notably 
include the 5.1% stake held in China Unicom by the Spa-
nish firm Telefónica, the chief private investor in the Chi-
nese operator; BBVA’s 9.9% interest in China Citic Bank 
(CCB) and 35% stake in Citic International Financial Hol-
ding (CIFH)8; and Criteria’s 15% shareholding in Bank of 
East Asia9. 

Other Spanish enterprises, such as Alsa, Técnicas Reu-
nidas, Gamesa, Inditex and Bodegas Torres, also have a 
substantial presence in China. In 2011 around 600 Spa-
nish firms had invested in China10-11 and according to 
official local sources, Spain stood 18th in the worldwide 
ranking of investors in the Asian nation12. The same sour-
ces indicate that in 2012 gross investments amounted to 
€107 million, and China ranked 12th amongst the desti-
nations of Spanish investment at the end of this period.

Business alliances forged between Spain and China no-
tably include that of Repsol and Sinopec in Brazil. The 
leading Spanish oil company and the largest refinery 
group in China entered into an agreement to undertake 
exploration and production projects in Brazil. To this end, 
Repsol’s Brazilian subsidiary increased its share capital by 
USD 7,000 million. 

The increase was fully subscribed by Sinopec, with 60% 
of the share capital subsequently held by Repsol and the 
remaining 40% coming under the control of the Chinese 
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1.“China: institutional framework for bilateral relations”. Economic and Commercial Office of the Spanish 
Embassy in Beijing

2.Agreement signed by the two governments in 2013 for the joint development and usage of scientific 
infrastructure and the exchange of research personnel

3.http://www.comercio.gob.es/es-ES/inversiones-exteriores/acuerdos-internacionales/acuerdos-promo-
cion-proteccion-reciproca-inversiones-appris/PDF/lista-appri-vigor/CHINA.pdf

4.http://www.boe.es/buscar/doc.php?id=BOE-A-1992-14734
5.Ministry of Economy and Competitiveness

6.Data for the 2000-2012 period
7.Investments Register data for the 2000-2012 period

8.The headquarters of CIFH are in Hong Kong.
9.The headquarters of Bank of East Asia are in Hong Kong.

10.“Spain-China economic and trade relations”. Foreign policy studies, 2011
11.“Spain-China investment flows”. Economic and Commercial Office of the Spanish Embassy in Beijing

12.Diplomatic Information Office of the Ministry of Foreign Affairs and Cooperation. 2013



firm. This alliance was highly beneficial both for Repsol, 
in terms of the capital injection and the financial muscle 
it gained to enhance its presence in Latin America, and 
for Sinopec, which was able to substantially increase its 
business in Latin America while mitigating the risks of 
the operation.

Spain has not been immune to China’s emergence onto 
the global business arena (according to the WTO China 
has become the world’s leading goods trader13), and 
considerable headway has been made in its trade rela-
tions with the Asian nation in recent years. In 2000 China 
ranked as the 33rd destination for Spanish exports, re-
ceiving 0.4% of the total. By 2012 China had moved up 
to 12th place and was the recipient of 1.7% of Spanish 
exports, ahead of countries such as Mexico and Brazil, 
with which Spain has strong historical and commercial 
links. The increased penetration of Spanish products in 

the world’s largest market is especially commendable 
insofar as it has been achieved despite the negligible 
brand image of Spanish products in China. 

Spain mainly exports industrial machinery, vehicles, 
manufactured goods, pharmaceuticals and minerals to 
China, and imports electrical and mechanical appliances, 
textiles and shoes, toys and organic chemical products. 
Their trade relations increasingly incorporate agri-food 
products such as wine and olive oil, for which there is 
growing demand from the thriving new Chinese middle 
and upper classes. 

In 2000 China ranked as the 90th largest supplier of fo-
reign goods and services in Spain, supplying 2.8% of im-
ports. By 2012 it ranked 3rd with a share of 6.9%, behind 
only Germany and France14. To summarise then, China 
has climbed up the ranks to position itself as Spain’s 

Chart 1. 
Exports and imports between Spain and the main emerging economies (%)

Source: Datacomex. Ministry of Economy and Competitiveness. 2012 data.
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primary business partner from the emerging economies 
and the number one from outside the European Union. In 
recent years, growth and development of China’s middle 
classes have led to a boom in Chinese tourism and real 
estate investments abroad. Spain receives more than 50 
million tourist visits each year and is one of the world’s 
principal destinations for tourism. Characteristics such as 
climate, natural environment, cultural heritage, gastro-
nomy and the language (now the second most impor-
tant foreign language for the Chinese, behind English) 
make Spain a highly attractive destination for Chinese 
tourists. However, the volume of Chinese visitors is still 
minimal, totalling 211,200 in 2013 (0.33% of all tourists 
visiting Spain in 2013), far below the 13 million British 
visitors and 8 million Germans who come to Spain each 
year, and also falling considerably short of the 900,000 
Chinese tourists who travel to France or the 500,000 that 
visit Germany. Major obstacles preventing the expansion 
of Chinese tourism in Spain include the limited flights be-
tween Spain and China, visa processing issues, and the 
fact that Spain lacks a brand image amongst the Chinese.

The number of inbound tourists from China has in any 
case risen substantially (up 50.8% in 2012)15. Bilateral cul-

tural exchanges also appear to have increased in the last 
few years, as demonstrated by the 39 higher education 
centres offering degrees in Spanish, the recently crea-
ted Samaranch Foundation in Beijing and the booming 
number of students enrolling for Spanish classes at the 
Cervantes Institutes in China16. In exchange, there are a 
number of institutions on Spanish soil, such as the Hou-
se of Asia and the Confucius Institute, whose remit is to 
disseminate Chinese culture in Spain.

Throughout 2013 and during the first quarter of 2014, 
positive signs have hinted at growth in Chinese tourism 
to Spain, one example being the inauguration of a new 
direct Air China flight between Barcelona and Beijing. 
Investments and acquisitions have also been made in 
Spain. 

These include HNA’s acquisition of 24% of the NH hotel 
group for €234 million, the purchase of the Hotel Valpa-
raíso in Mallorca by the Chinese investment group Jiang-
su GPRO for €40 million, and the Dalian Wanda group’s 
acquisition of the landmark Edificio España building in 
Madrid17, previously owned by Banco Santander, with an 
appraisal value of more than €300 million.  

Chart 2. 
Chinese FDI in Spain (million €)

Source: Investments Register. Ministry of Economy and Competitiveness.
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15.Spanish Institute of Tourism Studies.
16.“Spain’s image in China”, Real Instituto Elcano, Emma González, 2012.

17.http://cincodias.com/cincodias/2014/03/19/empresas/1395231051_700207.html



3.2. - CHINESE COMPANIES IN SPAIN 

Chinese FDI in Spain and greenfield projects

China has so far played a mere supporting role as an in-
vestor in Spain and the presence of Chinese companies 
has been minimal when compared with other European 
and US countries. This situation has evolved at a great 
pace in recent years, however. Before 2010, investments 
recorded in the Investments Register18 had never excee-
ded €5 million in any one year. Only in 2012 did Chinese 
investment in Spain take off, amassing €409 million. In 
2005 China ranked 65th amongst investors in Spain with 
investments totalling just €600,000 (0.003% of total inco-
ming foreign investments). By 2012 China had moved up 
to 10th place, making 2.2% of total investments in Spain. 

At the end of 2011, China’s FDI stock in Spain (i.e. the cu-
mulative volume of investments) was €77 million, having 
created 591 new jobs and generating turnover of €243 
million19. Chinese FDI stock in Spain had multiplied six-
fold by the end of 2012 to total €486 million20. According 
to official data from the Spanish Investments Register, up 
to June 2013 China had invested €518.8 million in Spain 
and ranked 37th amongst investors with its 0.13% share 
of total incoming FDI in Spain21.

According to these statistics, Chinese investments in 
Spain are highly concentrated in three sectors that make 
up 87.7% of the total market22: “Electricity, gas, steam and 
air conditioning supply” (55.5%), “Other mining and qua-
rrying industries” (22.3%) and “Manufacture of fabricated 
metal products, except machinery” (10%). 

Other less relevant sectors include “Wholesale trade and 
commission trade”, “Financial services”, “Construction of 
buildings” and “Manufacture of basic metals”. Chinese in-
vestments in the remaining sectors amount to less than a 
million euros.

The total volume of investments reflected in the Invest-
ments Register derives, in any case, from one-off opera-
tions. In the electricity sector, investments refer to the 
purchase of Energias de Portugal, which controlled 97% 

of the Asturias-based firm HC Energía, by the Chinese 
electricity giant Three Georges. 

This transaction was recognised in Spain for an amount 
of €281 million. A further purchase was undertaken in the 
“Other mining and quarrying industries” sector in the Ma-
drid autonomous region for €113 million. Other notable 
acquisitions include that of the Asturian boiler manufac-
turer Gándara Censa by the Chinese industrial conglome-
rate CITIC Group, and the purchase of the Catalan com-
pressor manufacturer Cubigel by the Chinese firm Huayi 
Compressor.

Due to certain statistical limitations, the Investments Re-
gister does not reflect the presence of some of the major 
Chinese enterprises that have invested in Spain. This infor-
mation source therefore needs back-up if we are to obtain 
a comprehensive map of Chinese firms present in Spain. 

According to the MOFCOM, at the end of 2011 Chinese 
FDI stock in Spain amounted to USD 389.31 million, which 
is 1.6% of the aggregate amount invested in Europe and 
0.09% of total investments worldwide. Based on these 
data, Spain ranks 9th amongst European countries23 and 
57th amongst recipients of Chinese investment. Both of 
these positions fall far short of the potential and weight 
of the Spanish economy as one of the world’s investment 
destinations. 

Although these data testify to the limited presence of 
Chinese investment in Spain, if we consider the number 
of greenfield projects (opening of new subsidiaries or ex-
pansion of existing ones), Spain proves to be an attracti-
ve destination for Chinese firms. The FDI Markets databa-
se24  ranks Spain – recipient of 38 greenfield projects – as 
the 5th European country, ahead of Italy (36) and in the 
wake of only Germany (321), the United Kingdom (124), 
Russia (94) and France (53). 

In the last 10 years (2003-2013), Spain has received USD 
1,015 million in investments from China (9th European 
country in terms of investment value), distributed across 
38 projects implemented by 29 Chinese firms, genera-
ting a total of 1,500 new jobs. 

The same source indicates that 18 projects have been 
undertaken in the last 4 years alone25, amassing an in-
vestment of USD 233 million and generating more than 
900 jobs. These projects are mainly concentrated in two 
regions: Madrid (7 projects) and Catalonia (6 projects). 
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18.Investments Register records begin in 1993
19.Stock data taken from the Investments Register at 31/12/2011
20.Stock data taken from the Investments Register at 31/12/2012
21.Official data up to June 2013. The Spanish Investments Register began to record investments in 1993. 
Several OFCs, such as the Cayman Islands, the British Virgin Islands, Belize and Jersey, rank ahead of China.  
22.Investments Register data for the 2000-2012 period
23.Excluding Russia, which MOFCOM does class as a European country
24.Data for the period from January 2003 to September 2013
25.Data for August 2009 to August 2013



The presence of Chinese firms in Spain

The ESADE China Europe Club Observatory26 has recor-
ded a total of 60 Chinese companies with a presence in 
Spain, the majority of which operate in sectors with a 
heavy technological slant and at the upper end of the va-
lue chain. Chinese companies have invested in a diverse 
range of activity sectors in Spain, although the presence 

of the Asian nation’s major firms is most apparent in the 
energy, telecommunications-ICT, logistics and transpor-
tation sectors27. Firstly, the energy sector has been the 
recipient of the largest number of Chinese investments 
in Europe, as reflected by the sovereign wealth fund CIC’s 
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Table 1.
Chinese companies in Spain, ESADE Observatory (April 2014)

COMPANY SECTOR

1 ADISSEO ESPAÑA (BlueStar Group) ANIMAL NUTRITION

2 XINHUA NEWS AGENCY COMMUNICATIONS

3 AIR CHINA LIMITED AIR TRANSPORT

4 AIR SEA WORLDWIDE SPAIN S.L. TRANSPORTATION AND LOGISTICS

5 ANSTEEL SPAIN S.L. STEEL AND OTHER MATERIALS

6 ANTAI TRADING S.L. HOTELS

7 AUSOME CANDIES EUROPE S.L. (HK) FOOD AND BEVERAGES

8 BAOSTEEL ESPAÑA S.L. STEEL AND OTHER MATERIALS

9 BLUESTAR SILICONAS ESPAÑA S.A. QUÍMICO

10 BYD ESPAÑA ELECTRIC VEHICLES

11 CAMPOFRÍO (Shuanghui Group) FOOD AND BEVERAGES

12 BYD ESPAÑA ELECTRIC VEHICLES

13 CAMPOFRÍO (Shuanghui Group) FOOD AND BEVERAGES

14 CATHAY PACIFIC AIRWAYS (HK) AIR TRANSPORT

15 CCIC China Certification & Inspection Group SERVICES

16 CCS China Classification Society SERVICES

17 CHINA SHIPPING AGENCY S.L. TRANSPORTATION AND LOGISTICS

18 CHINA STEEL CORPORATION METALS AND METALLURGY

19 CHINT España S.A. ELECTRICAL MATERIALS

20 CITIC CENSA SUNDRY MATERIALS

21 CNCC CHINA NATIONAL CHEMICAL CORPORATION CHEMICALS

22 CNFC China National Fisheries Corporation FOOD AND BEVERAGES

23 COSCO IBERIA S.A. TRANSPORTATION AND LOGISTICS

24 CROWN RELOCATIONS (HK) TRANSPORTATION AND LOGISTICS

25 CZICC China Zhenjiang International Economic CONSTRUCTION

26 DALIAN WANDA GROUP REAL ESTATE

27 DAXIONG SPAIN SL METAL PRODUCTS

28 EARLINYOU S.L. ELECTRONICS 

29 ESPRIT HOLDINGS LTD (HK) FASHION

30 GOLDBRIDGE BRUDER S.A. AIR CONDITIONING

COMPANY SECTOR

31 HAIER EUROPE TRADING S.L. ELECTRICAL APPLIANCES

32 HINSENSE Electronic Iberia S.L. ELECTRICAL APPLIANCES

33 HNA Group (24% of NH Hoteles) HOTELS

34 HUAWEI TECHNOLOGIES ESPAÑA, S.L. TELECOMMUNICATIONS

35 HUAYI COMPRESSOR España (Changhong Group) SPARE PARTS

36 HUTCHISON WHAMPOA LIMITED (HK) PORTS AND LOGISTICS

37 ICBC EUROPE S.A. BANKING

38 JIANGSU GPRO (Hotel Valparaiso) HOTELS

39 JINKO SOLAR RENEWABLE ENERGIES

40 KEEWAYMOTOR España, S.L. VEHICLES

41 KERRY LOGISTICS TRANSPORTATION AND LOGISTICS

42 KING & WOOD Mallesons SJ Berwin (HK) LEGAL SERVICES

43 LENOVO TELECOMMUNICATIONS

44 MINDRAY Medical España SL MEDICAL DEVICES

45 MINMETALS ESPAÑA S.A. IRON AND OTHER MATERIALS

46 MOTIC SPAIN S.L.U. MEDICAL DEVICES

47 OP-POWER / Eopply New Energy Technology RENEWABLE ENERGIES

48 SANHUA EUROPE ELECTRONIC COMPONENTS

49 SANY European Machinery S.L. CONSTRUCTION MACHINERY

50 SINOCHEM ESPAÑA PETROCHEMICALS

51 SINOVEL WIND SPAIN S.L. RENEWABLE ENERGIES

52 SIU FASHION S.L. (Neo Concept Group) FASHION

53 SOLARFUN POWER HOLDINGS LTD RENEWABLE ENERGIES

54 SUNFOR LIGHT S.L. LED PRODUCTS

55 SUNTECH POWER SPAIN RENEWABLE ENERGIES

56 TRINA SOLAR RENEWABLE ENERGIES

57 Vita Green Europa S.A. PHARMACEUTICALS

58 WOLSS SUNRAIN SOLAR ENERGY (JIANGSU GROUP) RENEWABLE ENERGIES

59 YINGLI GREEN ENERGY SPAIN S.L.U. RENEWABLE ENERGIES

60 ZTE ESPAÑA (Zhongxing Corporation S.L.U.) TELECOMMUNICATIONS

26. Data from the ESADE China Europe Club Observatory up to 30 April 2014
27. “The awakening of investment by Chinese companies in Spain and Europe”. ESADEgeo position paper, I. 

Casaburi and A. Blanco, 2013



stake in the French enterprise Gaz de France Suez (€2,300 
million)28, and Three Georges’ investment in Portugal 
through its acquisition of Energias de Portugal (€2,700 
million)29. Although no transactions of these dimensions 
have been conducted in Spain, there are nonetheless ei-
ght Chinese firms operating in the renewable energies 
subsector, including Sinovel Wind, Sunford Light, Yingli 
Green Energy and Jinko Solar. 

Secondly, the telecommunications sector also boasts 
an abundance of global Chinese enterprises, notably 
Huawei, ZTE, Lenovo and China Unicom, which conti-
nues to hold a 1.3% stake in the Spanish firm Telefónica. 
Huawei has three divisions – network equipment, consu-
mer products and corporate services – and is currently 
weighing up the possibility of opening an R&D centre 
in Spain. ZTE, a global provider of telecommunications 
equipment and network services, is expanding its sales 
network in Spain. Lenovo, meanwhile, has become a 
worldwide leader in PCs, heading the field alongside HP, 
and in Spain it has begun to develop the consumer mar-
ket for tablets and mobile phones. 

In 2013, Spain positioned itself at the forefront of Leno-
vo’s consumer business in Southern Europe, with a mar-
ket share of 7.5%, far ahead of France and Italy30. China 
Unicom has a cross-holding with Telefónica, principally 
as a means to access the Latin American market by le-
veraging the Spanish firm’s leadership position in that 
region. Furthermore, in June 2012 CIC (China Investment 
Corporation) indirectly acquired 7% of the satellite ope-
rator Eutelsat by purchasing shares from the infrastruc-
ture group Abertis for €385 million.

Thirdly, another chief recipient of Chinese investment 
is the transportation and logistics sector. Various major 
Chinese groups operate in this sector, on occasions le-
veraging their presence in Spain to enhance, speed up 
and control trade routes to Europe. COSCO, one of the 
world’s largest shipping companies, currently has its 
headquarters in the Port of Barcelona and offices in Va-
lencia, Cadiz, Algeciras and Madrid. Starting in 2012, Hut-
chinson Port Holdings, part of the Hutchinson Whampoa 

group, committed to invest €500 million in the Port of 
Barcelona’s largest container terminal, and could extend 
its activity to other economic sectors. China Shipping 
and Kerry Logistics have also invested heavily in Spain. 

Banking is another key sector. The Industrial and Com-
mercial Bank of China (ICBC), one of the big four sta-
te-owned Chinese banks and the largest in the world in 
terms of market value, has opened offices in Madrid and 
Barcelona, and recently acquired a landmark building in 
the centre of Madrid for €21.8 million to create a financial 
centre, underpinning the bank’s commitment to its busi-
ness in Spain and Southern Europe31. In 2012 the Bank of 
China, the largest Chinese bank by volume of personal 
loans, obtained authorisation to operate in Spain throu-
gh its headquarters in Luxembourg, its first investment 
in Spain amounting to USD 30 million. 

The potential externalities of setting up these financial 
institutions are especially relevant, since these banks 
serve to channel savings and available liquidity towards 
Spain. We have witnessed noteworthy transactions in 
recent quarters, such as the €50 million loan granted to 
ADIF32 by ICBC for works on the AVE high-speed railway 
lines33 or the €930 million loan facility extended to Te-
lefónica by ICBC and the China Development Bank (the 
latter without a presence in Spain) for the purchase of 
technology products and services34.

Chinese firms also operate in Spanish industry, engaging 
in manufacturing in various activity subsectors. Daxiong, 
a manufacturer of steel wire and cables, has increased its 
initial investment in its Ferrol production plant. Gándara 
Censa, a boiler manufacturer that has been producing 
goods in Spain since 1965, was acquired by the Chine-
se industrial conglomerate CITIC in 2011 and is current-
ly expanding its production capacity. Meanwhile, the 
Catalan company Cubigel, an industrial compressor 
manufacturer, was acquired by the Chinese firm Huayi 
Compressor after filing for insolvency35, thereby beco-
ming a resident company funded by Chinese capital. In 
the automotive industry, none of the major Chinese au-
tomobile manufacturing groups has set up operations 
in Spain as yet, and the negligible demand for Chinese 
vehicles is covered by distribution contracts. The Spa-
nish group Bergé, Spain’s largest importer of cars, has 
until now undertaken to market four Chinese brands 
in Spain: España BYD, Chery, Geely and MG36. Besides 
these industries in which China has already consolidated 
its presence, Chinese enterprises have been stepping 
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28.http://www.chinadaily.com.cn/business/2011-11/01/content_14016063.htm
29.http://online.wsj.com/article/SB10001424052970204464404577114471370252452.html
30.http://cincodias.com/cincodias/2013/05/23/empresas/1369339670_099565.html
31.http://www.expansion.com/2012/11/12/empresas/inmobiliario/1352726580.html
32.Administrador de Infraestructuras Ferroviarias, Spain’s state-owned rail infrastructure administrator.
33.http://www.intereconomia.com/noticias-negocios/analisis/inversion/banco-chino-icbc-aporta-50-millo-
nes-construccion-lineas-ave-201
34.http://www.cincodias.com/articulo/empresas/telefonica-cierra-linea-credito-930-millones-comprar-tec-
nologia/20120914cdscdiemp_11/
35.http://ccaa.elpais.com/ccaa/2012/07/17/catalunya/1342556638_828860.html
36.http://www.cincodias.com/articulo/empresas/berge-introducira-marcas-chinas-espa-
na-2012/20100608cdscdiemp_30/



into other sectors in the last year. In 2013 the Chinese 
firm HNA joined the shareholder structure of the Spani-
sh hotel group NH Hoteles, gaining control of 20% after 
purchasing shares to the value of €238 million37  and re-
cently adding an additional 4% to its stake. In the agri-
food sector, the meat processing company Shuanghui 
International Holdings announced its purchase of the US 
corporation Smithfield for €7,200 million, thereby gai-
ning control of the Spanish company Campofrío, owned 
by the US firm until then38. 

A further two acquisitions were undertaken in the hotel 
and real estate sectors in the first quarter of 2014: one 
on the island of Mallorca for €40 million; and the other 
in Madrid, namely the purchase of the landmark Edificio 
España building by the Chinese real estate group Dalian 
Wanda for €300 million. 

Other significant Chinese companies with a presence in 
Spain are Sinochem Corporation (petrochemicals), Min-
metals (metals), China National Chemical Group – Blues-
tar Siliconas (chemicals), Haier (electrical appliances), Air 
China (air transport), Baosteel (steel and other materials), 
Keeway Motor (electric motorcycles) and CCIC China 
Certification & Inspection Group (corporate services).
Investment prospects. In the coming years, as Chinese 
enterprises pursue their international expansion, there 
is likely to be a greater number of companies of Asian 
origin that are keen to invest in Spain. Already, business 
and government delegations of Chinese investors visi-
ting Spain for the investment opportunities it offers have 
multiplied in the last few years. 

These potential investors have expressed an interest in 
business opportunities across a range of sectors, inclu-
ding strategic companies partly funded by public sector 
capital. Such an example would be State Grid’s aspira-
tion to buy into Red Eléctrica Española (REE)39, seeking 
to enhance its penetration in the Iberian market having 
already acquired 21% of the Portuguese firm Energias de 
Portugal (EDP). Chinese investors also have their sights 
set on other State assets, aware of the government’s li-
quidity shortage. So far, the Spanish government’s only 
transaction in this respect is a building in the centre of 
Madrid sold to ICBC by Madrid City Council40. Meanwhile, 
the Spanish agri-food sector, and more specifically the 
wine and olive oil subsector, is also increasingly attracti-
ve to Chinese investors, their ultimate aim being to meet 
the growing demand for these products amongst Chi-
nese consumers41. The sizeable number of Chinese visi-

tors to the food industry trade fair “Alimentaria” held in 
Barcelona in March 2014 is testimony to this. Various real 
estate groups have been following price trends in the 
Spanish property market seeking out transaction oppor-
tunities, well aware of the downward pressure on hou-
sing prices in a country with 3.4 million vacant homes42. 

The proximity of Chinese investors to Spain has been on 
the rise since economic difficulties struck the Spanish 
economy back in 2009. Far from being a threat, Chinese 
investors seem to look upon this crisis as an opportunity. 
It has forced asset prices down, with an impact on real 
estate, industrial land and offices, shares in listed com-
panies, struggling enterprises and qualified labour alike. 

Coupled with Spain’s status as a politically and economi-
cally stable country in the long term, this represents an 
attractive investment opportunity for Chinese investors 
with abundant liquidity who eagerly seek to expand their 
operations into Europe. Any privatisation processes that 
might get underway in Spain in the coming quarters, the 
real estate assets held by Spain’s bad bank, SAREB43 and 
the industrial shareholdings of the now defunct savings 
banks all give Chinese companies and investors a prime 
opportunity to enter or expand their activities in the 
Spanish market. The former savings banks all have subs-
tantial stockholdings in listed companies such as IAG, 
Mapfre, NH Hoteles, Iberdrola, Deoleo and Tecnocom.

Spanish companies also complement Chinese compa-
nies to a great extent. Firstly, many Spanish firms have 
know-how and expertise in certain sectors (ICT, biotech-
nology, energy and infrastructure, amongst other areas) 
that could be leveraged by Chinese enterprises, enabling 
them to form strategic alliances and undertake joint pro-
jects to the benefit of both parties, whereby China offers 
funding in exchange for Spain’s know-how. 
These projects would also help to open the way for 
Spanish firms to penetrate the Chinese market, and fa-
cilitate the entry of Chinese firms into Latin America, a 
region where Spanish undertakings hold the second lar-
gest stock of investments44. Companies such as Endesa, 
Gas Natural Fenosa, BBVA, Santander, Sacyr and Repsol, 
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which have a leadership positioning in different Latin 
American countries, could be the ideal strategic allies, 
helping Chinese firms to increase their penetration of 
South America. Meanwhile, Sinopec buying into Repsol’s 
Brazilian subsidiary, or China Unicom’s cross-holding 
with Telefónica, are transactions that highlight the po-
tential of this type of alliance. Other major advantages 
of Spain include its domestic market, with 47 million in-
habitants and annual per capita income in excess of USD 
30,000, its highly trained human resources, who are also 
competitively priced in comparison with other European 
countries, its extensive infrastructure network (including 
3 of Europe’s 15 largest ports: Barcelona, Valencia and 
Algeciras), a competitive tax system for setting up hol-
dings, and an optimum quality of life for expatriates45.  

3.3. CHINESE FIRMS INVESTING IN SPAIN -THE FACTS 

The conclusions drawn in this chapter are taken from a 
survey conducted by ESADE on Chinese companies in-
vesting in Spain. This is the first survey on companies 
from the world’s second economy that have invested in 
Spain, and many of China’s major enterprises, in terms of 
asset stocks held abroad, took part. The sample encom-
passes a total of 22 companies and their answers were 
compiled in the period from 1 April to 1 June 2013. In 
most cases, the respondent was the general manager, 
or alternatively, another member of the management 
team. The questionnaire46 has 29 question categories, 
many of which have subcategories. Table 2 lists the com-
panies that took part in the survey.

Profile of Chinese companies in Spain

The arrival in Spain of major state-owned and private 
Chinese companies is a recent occurrence. Half of the 
Chinese firms taking part in the survey set up establish-
ments in Spain after 2005, and none were present prior 
to 1990. This tallies with the data from the Investments 
Register, which indicates minimal Chinese investment 
before 2005. In terms of size, the parent companies of 
the Spanish firms are large multinationals or SOEs in 
their home country, whereas the subsidiary or represen-
tative office in Spain is classed as an SME by the Euro-

pean Union. Most of these companies have between 10 
and 50 employees (42.9% of the total), followed by tho-
se with fewer than 10 employees (28.6%) and 50 to 100 
employees (23.8%). Only one of the firms has more than 
100 direct employees. They have two preferred routes for 
entering the Spanish market: through a subsidiary under 
full control of the Chinese parent, with an associated gre-
enfield investment; or via a representative office. 

These two entry routes account for 57.2% of all the Chi-
nese firms in Spain, according to the sample. To a lesser 
extent, Chinese enterprises might set up a subsidiary 
after acquiring a local firm, or may establish an equity 
joint venture, a contractual joint venture or a licensing 
agreement. 

In terms of ownership, there is a balance between com-
panies in which the Chinese government holds a signifi-
cant stake and strictly private firms. Of the companies in-
cluded in the sample, 60% are private enterprises, while 
40% are public companies or SOEs. 

More specifically, 38.1% of all the companies taking part 
in the survey state that the Chinese government has no 
stake in their firm; while the government holds an in-
terest of less than 23.8% in 25% of the companies, be-
tween 25% and 50% in 9.5% of the enterprises and more 
than 50% in the remaining 28.5%. With regard to key 
personnel, in approximately half of the sample less than 
10% of the company’s senior management are Chinese 
nationals, while more than 10% are Chinese in the other 
half of the sample. With respect to decision-making, ac-
cording to the companies surveyed there are three de-
cisions in which the Chinese parent has a significant or 
very significant influence. 

These are the introduction of new products and services 
(60% of the total), entry into new markets within Spain 
(55%) and hiring of administrative consultants (50%). 
Chinese companies in Spain place greater value on what 
they can learn from their Chinese parent than what the 
parent can learn from them as foreign subsidiaries. The 
companies surveyed consider relevant or very relevant 
what they can learn from the parent in terms of product 
development (64.7% of the total), new technological ex-
pertise (65.1%) and sales and marketing expertise (55%). 
The parent, meanwhile, benefits from the subsidiary’s 
knowledge of a foreign culture (65%); although it gains 
far less in other areas such as new technological expertise, 
product development and manufacturing processes.
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Two out of three Chinese enterprises in Spain are financed 
through the internal funds of the company, which in turn 
often seeks funding from local capital markets. According 
to the data compiled in the survey, the Chinese parent 
companies are listed on the main Chinese stock markets: 
72% of the firms state that their parent is listed on the 
Shanghai Stock Exchange (SHSE), the Shenzhen Stock Ex-
change (SZSE) or the Hong Kong Stock Exchange (HKSE). 
Generally speaking, the activity of Chinese companies in 
Spain would not appear to be focused on R&D&i, since 
none of the companies surveyed has its own R&D centre 
in Spain. However, the Chinese firms do conduct activi-
ties related with R&D&i. A total of 6 companies offer te-

chnological services, 5 develop products and technology, 
4 engage in product and technology enhancement and 
applied research, and 2 conduct basic research. For 68.4% 
of the Chinese companies in Spain, their R&D expenditure 
is less than 5% of their sales volume, and more than 10% 
for 5.3% of the firms. With respect to intellectual property, 
13 of the companies have their own brands, 8 have trade 
secrets, 8 have industrial design rights, a further 8 have pa-
tents and 6 have copyrights. One of the questions asked 
in the survey was: What are the main reasons for Chinese 
companies to invest in Spain? To answer this question, a 
structured response was provided in the questionnaire 
based on the four primary reasons for investing abroad 
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COMPANY SECTOR

Antai Trading S.L. Hotels

Baosteel España S.L. Steel and other materials

Bluestar Siliconas España S.A. Chemicals

China Certification and Inspection Group Corporate services

China Shipping Spain Agency S.L. Transportation and logistics

COSCO Iberia S.A. Transportation and logistics

Crown Relocations Transportation and logistics

Daxiong Spain S.L. Metal products

Erlinyou S.L. Consumer electronics

Gree Spain Corporation, S.L. Air conditioning equipment

Haier Europe Trading S.L. Electrical appliances and air conditioning

Huawei Technologies España, S.L. Telecommunications

ICBC Europe S.A. Financial services

Keeway Motor España S.L. Electric motorcycles and other

Kerry Logistics Transportation and logistics

Lenovo PCs and telecommunications

Minmetals España S.L.U. Materials

Siu Fashion S.L. (Neo Concept) Fashion and textiles

Sunfor Light S.L. Lighting materials

Suntech Power Spain Renewable energies

Yingli Green Energy Spain, S.L.U. Renewable energies

ZTE (Zhongxing Corporation S.L.U.) Telecommunications

Table 2. 
Companies taking part in the survey

Source: ESADE China Europe Club (2013)



Chart 4. 
Reasons for Chinese firms to invest in Spain

Source: Own research. Minimum score = 0; maximum score = 5
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Chart 3. 
Ownership structure of Chinese firms in Spain (% State-Owned)

Source: Own research. Data on companies in the sample.



listed in the Dunning model47: market seeking, natural 
resource seeking, strategic asset seeking and efficiency 
seeking. Within these four spheres, Chinese companies 
state that their investments in Spain are primarily for 
market seeking purposes (3.61 out of 5), followed by 
strategic asset seeking (3.1), closely tailed by efficiency 
seeking (3.06). As to be expected, Chinese investments 
in Spain are rarely for the purpose of natural resource 
seeking (1.5). 

Firstly, with regard to market seeking, the companies 
state that their main reason for investing in Spain is to 
open up new markets for growth (4.45 out of 5) and to 
establish a physical presence in Spain for this purpose 
(4.05). It would strongly appear, then, that the intentions 
of both state-owned and private Chinese firms in Spain 
are similar to those of companies from other countries; 
i.e. they are seeking to expand their market and poten-
tial consumer base. 
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HUMAN RESOURCES 3,3

QUALITY 3,4

AVAILABILITY 3,3

ATTITUDE TOWARDS CHINA 3,2

MARKET 3,2

LOCAL MARKET SIZE 3,0

ACCESS TO THIRD MARKETS 3,4

ACCEPTANCE OF CHINESE PRODUCTS 3,4

INFRASTRUCTURE 3,0

PORTS 3,6

AIRPORTS 2,6

RAILWAYS 2,6

ROADS 3,2

TAX SYSTEM 2,9

TAX PRESSURE 2,8

CORPORATE INCOME TAX 2,9

COSTS 2,8

LABOUR 2,9

LAND 2,3

OFFICES 3,2

REGULATIONS 2,8

BUREAUCRACY 2,3

OPENNESS TO FOREIGN INVESTMENT 3,4

AVERAGE EVALUATION 3,02

Table 3. 
Evaluation of the business climate in Spain

Source: Own research “minimum score = 0 and maximum score = 5”

47. Dunning, John H. (1988). The Eclectic Paradigm of International Production: A 
Restatement and some Possible Extensions. Journal of International Business 

Studies; and Dunning, John H. (1993). Multinational Enterprises and the Global Economy.
Addison Wesley Publishing Company



Secondly, as already mentioned, Spain’s scant natural 
resources mean that Chinese companies do not con-
sider this a relevant factor. To meet this objective, they 
focus their investments on areas with abundant natural 
resources, such as Canada, Australia and countries in 
Sub-Saharan Africa. 

Thirdly, with respect to strategic asset seeking, access to 
distribution channels is the most relevant aspect (3.95 out 
of 5); the Chinese companies in the sample consider proxi-
mity to customers and control of the supply chain parti-
cularly significant factors. It is also important for Chinese 
firms to be perceived more as local companies than as 
foreign or Chinese companies (3.71), while access to quali-
fied personnel (3.68) and, to a lesser extent, acquisition of 
advanced management techniques (3.3) are also relevant 
aspects. Acquisition of local brands (2.75) and access to 
technology and R&D (2.1) are less important than might 
at first be thought, and obtaining funding has very little 
bearing (2.15). Fourth, a key factor in terms of efficiency 
seeking is to provide local sales and service support (4.18), 

followed by meeting the necessity of physically locating 
near the customer (3.75). Improving local competitive-
ness (2.85) and diversifying risks (2.7) are also somewhat 
important. Conversely, benefiting from lower operational 
costs (2.4) and overcoming tariff and other trade barriers 
(2.35) appear to carry relatively little weight.

The business climate in Spain for Chinese companies

As part of the survey, the Chinese companies were asked 
to rank 17 variables relating to the business climate in 
Spain, grouped into 6 areas: human resources, market, 
infrastructure, tax system, costs and regulations. Genera-
lly speaking, Chinese companies’ evaluation of the Spa-
nish business climate is moderately positive, with a score 
of 3.02 points out of 5. 

The highest-scoring of the 6 areas specified is “human re-
sources” (3.3 out of 5). Chinese firms have a positive per-
ception of both the quality (3.4) and the availability (3.3) 
of the qualified workforce and management personnel. 

Table 4. 
The main challenges facing Chinese firms in Spain

Source: Own research “minimum score = 0 and maximum score = 5”
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The attitude of local human resources vis-a-vis China is 
also seen in a positive light (3.2). This aspect is particu-
larly relevant for Chinese companies operating in inter-
national markets where the perception of their brands is 
not always positive and comparison with western coun-
tries is not necessarily favourable.

Chinese firms also rate Spain positively as a market (3.2). 
The score in terms of size is a little below the average for 
this category (3), although the figure for local consumer 
acceptance of Chinese products is somewhat higher 
(3.3), as is the score for the potential to access third mar-
kets from Spain (3.3). 

Another positive aspect, albeit with some room for im-
provement, is the infrastructure available nationwide, 
which scores 3 out of 5 overall. Within this category, port 
infrastructure is the most highly rated (3.6) followed by 
roads (3.2). Railways and airports, meanwhile, are evi-
dently in need of improvement. 

The first of these areas for improvement is especially im-
portant for the development of the so-called Mediterra-
nean corridor, while the second is particularly relevant to 
provide companies located in Spain with a logistics ser-
vice that enables them to constantly increase their com-
petitiveness48.

Also rated positively are Spain’s openness to foreign in-
vestment (3.4) and certain operating costs (scoring abo-
ve 3).Chinese firms are somewhat less appreciative of the 
cost of land and labour costs, which 40% of the compa-
nies surveyed rate negatively or very negatively. Spanish 
regulations as a whole are rated close to the mean (2.8). 

The only subcategories with a score below the mean are 
the cost of land (2.3) and bureaucracy (2.3). At the 2012 
Annual Forum, the Chairman of the ESADE China Euro-
pe Club highlighted the need to speed up processes and 
eliminate obstacles to the flow of investments between 
China and Spain so as to facilitate cooperation between 
the two countries49. 

This issue no doubt continues to figure amongst Chinese 
companies’ concerns, alongside difficulties in obtaining vi-
sas. Nonetheless, as Eugenio Bregolat, the former Spanish 
Ambassador to China, explained during the 2013 Annual 
Forum of the ESADE China Europe Club, procedures have 
been accelerated and improved over the last year.

Challenges and financial results

In terms of the challenges faced by Chinese companies 
conducting business in Spain, brand recognition appears 
to be the main issue. In fact, 35% of the companies sur-
veyed give this aspect the highest score, pinpointing it 
as a major barrier to entry that generates great concern 
amongst management executives of Chinese firms. 

Secondly, the companies consider that understanding 
the market characteristics and local consumers, and 
meeting their needs, is also a primary challenge. Regula-
tory clarity and human resources management also score 
highly (i.e. they are a significant barrier). Conversely, Chi-
nese firms are much more at ease with technology mana-
gement in Spain; and access to capital is barely a concern, 
as their undertakings are generally funded from China. 

With respect to financial results, Chinese companies in 
Spain claim overall to be satisfied with their sales in the 
Spanish market, and with their share of the local market 
gained since setting up operations on Spanish soil. Con-
versely, many consider there is room for improvement in 
their pre-tax profits. 

The Chinese companies surveyed claim that their market 
share has grown (38.1% of the total) or is similar (38.1%) 
with respect to their competitors, and only 3 companies 
claim negative performance in their market share in re-
cent years. On a particularly relevant note, 72.7% of Chi-
nese firms qualify their success rate in the Spanish mar-
ket as high or very high.
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BOX I. KEYS TO SUCCESS FOR CHINESE COMPANIES IN 
SPAIN 

Author: Iván Máñez, Founder and Director of Global 
Asia

China is developing at a rate that is unprecedented in the 
modern era, with the changes affecting not only the eco-
nomic, but also the cultural, social, urban and environ-
mental spheres. In Chinese culture, where from a Wes-
tern viewpoint everything happens “slowly”, the speed 
at which certain changes are occurring has engendered 
numerous uncertainties regarding China’s development 
model. One of the biggest question marks concerns the 
globalisation of Chinese companies and their adaptation 
to new markets.

Globalisation has proved to be an unstoppable force, 
and China is no exception. The government of Xi Jinping 
is all too aware that the sustainability of China’s growth 
cannot be based purely on exports, and must also be su-
pported by an increase in domestic consumer spending 
and the internationalisation of Chinese companies.

This second point – the internationalisation of Chinese 
companies and their adaptation to the destination coun-
tries – is one of the issues that major Chinese companies 
have yet to resolve. Before we analyse the daily obstacles 
faced by these companies, it should be noted that these 
new “Chinese multinationals” mostly originate from the 
public sector and have only a few years’ experience of 
operating outside China. This does not mean, however, 
that they are not valid models, but rather that they have 
a number of peculiarities which must be understood in 
order to properly analyse their expansion.

Although Spain is not the main destination for large Chi-
nese companies, it has attracted some of the most im-
portant businesses, such as Industrial and Commercial 
Bank of China (ICBC), the technology giant HUAWEI, the 
shipping company COSCO, the Air China airline and the 
telecoms company China Mobile (through an acquisition 
of Telefónica shares).

What challenges do Chinese companies face in Spain?

Timing

 The first challenge arises from differences in the busi-

ness culture, not only relating to language barriers, but 
also the ways of understanding and carrying out busi-
ness. One of the most common complaints among Spa-
nish business people when dealing with Chinese compa-
nies that operate in Spain concerns timing. 

Spaniards like to move quickly, especially when a de-
cision has been reached. In contrast, Chinese busines-
ses take their time to analyse and change details until 
an agreement is finally reached. It is well known that 
in China negotiations start when a contract is signed. 
Fortunately, Chinese companies operating in Spain are 
starting to change their mindset and are beginning to 
understand that timings are different between the two 
countries.

Communication

Another obstacle is communication, above all external 
communication. In Spanish society there is still a percep-
tion that Chinese products are low-quality or low-cost. 
This image does not reflect reality, but unfortunately this 
is the way that most Spanish consumers think. Chinese 
companies, with some exceptions, are not aware of this 
or do not have targeted communication drives for Spain 
that demonstrate that their products are of high quality 
and very competitive. This hurdle can be overcome with 
effective communication campaigns led by experts in 
the destination market.

One example of good external communication is 
HUAWEI. This Chinese company has a very well thou-
ght-out communication strategy supported by the ima-
ge of Spain’s La Liga Football League, to launch commu-
nication and marketing campaigns which demonstrate 
that not only are its products financially competitive, 
they are also of high quality. At the other end of the scale 
is Air China, which offers next to no communication of its 
virtues and advantages in the Spanish market.

Human resources

Another of the challenges which Chinese companies face 
in Spain is that of forming management teams. Many of 
these companies opt to appoint expatriates, as it is as-
sumed that they understand the company’s philosophy. 
The problem is that many of these expatriates either do 
not understand Spanish business culture or do not ca-
rry out effective public relations campaigns that enable 
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them to gain first-hand insight into how business is done 
in Spain. Therefore, in order to guarantee a successful ex-
pansion into Spain, Chinese companies must have mixed 
management teams, comprising Chinese and Spanish 
staff. Interaction of this kind which is starting to produ-
ce results can be seen at HUAWEI and the Chinese bank 
ICBC. Although ICBC only has two operating offices in 
Spain, it has demonstrated through its new recruitment 
policy that local staff are required to help the company 
understand the Spanish market.

Conclusions

If we were to go out onto the street and ask people for 
the names of ten Chinese companies which operate in 
Spain, few people would be able to name more than five. 
Furthermore, if we were to ask the same people to name 
high-quality Chinese companies, the number would be 
even lower. This image has to change, and for this to ha-
ppen, Chinese companies which operate in Spain must 
gain a greater understanding of Spanish business cultu-
re and Spanish consumers, invest in strategic commu-
nication campaigns and establish mixed management 
teams. China and its companies will reach the head of 
all the global rankings. But for this to happen as quickly 
as possible, Chinese companies must take into account 
some of the points in this article.
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BOX II. SOME OF THE INVESTMENT PROJECTS IN 
CATALONIA

Author: Joan Tarradellas, CEO of ACCIÓ/Invest in Ca-
talonia

China plays a key role in the flow of international invest-
ments, being the recipient of the second largest volume 
of foreign direct investment worldwide, behind only the 
United States. There are major opportunities abroad for 
Chinese investors, particularly in Europe and, by exten-
sion, in Catalonia.

In fact, Chinese investment in Catalonia has evolved 
very positively in recent years, as demonstrated by the 
growing number of Chinese firms that have set up es-
tablishments on Catalan soil. Some of the investment 
projects recently undertaken in Catalonia are detailed 
below. 

Hutchison Port Holdings, Ltd (HPH), a subsidiary of the 
Hong Kong-based holding Hutchison Whampoa Limited 
(HWL), is the world’s largest port operator, with terminals 
in 52 ports and 26 countries. It has more than 30,000 em-
ployees and in 2012 it obtained a shipping cargo capaci-
ty of 76.8 million TEU. 

The Port of Barcelona terminal is a reflection of HPH’s 
commitment to the Mediterranean, positioning Barcelo-
na as a top-tier operating base for sea freight traffic from 
Asia. The Barcelona Europe South Terminal (“BEST”) is the 
company’s first semi-automated terminal and is opera-
ted using HPH’s nGen operating system enabling high 
productivity, which is especially important when opera-
ting large vessels. 

The first phase of this new terminal commenced opera-
tions in 2012 with 1,000 metres of quay, a depth of 16.5 
metres and 8 superpost-Panamax gantry cranes. Phase I 
is now completed and BEST is ready to undertake phase 
II of the project, to be completed in 2015, which will ex-
tend the terminal to 1,500 metres of quay, 100 hectares 
of yard and 11 superpost-Panamax gantry cranes.

Air China is China’s state-owned airline, with headquar-
ters at Beijing Capital International Airport. The com-
pany’s principal activity is to render air transport services, 
including aircraft engineering, in-flight catering services 
and aircraft ground operations and maintenance servi-

ces. With more than 34,000 employees and turnover of 
USD16,000 million in 2012, it ranks as China’s second 
commercial airline. 

Air China is set to inaugurate the first direct flight route 
between Catalonia and China on 5 May 2014. The airline 
will operate four flights a week between Barcelona and 
Beijing using Airbus A330-300 aircraft, with just one te-
chnical stopover foreseen en route, in Vienna (Austria), to 
refuel. The company has opened up an office in Barcelo-
na to manage this new direct route.

The new direct flight connecting Barcelona with China 
comes in response to growing demand from both in-
vestors and tourists. The route is also expected to have a 
multiplying effect, strengthening economic relations be-
tween the two countries and consolidating Barcelona as 
a benchmark airport in Europe’s Mediterranean airspace.

Bluestar Silicones is funded by Chinese capital and en-
gages in the manufacture and sale of chemical products, 
primarily silicone. The company is present on all conti-
nents, with offices in Hong Kong, Shanghai, Tokyo, Seoul, 
Sao Paulo and New Jersey. Its main European research 
base is located in Lyon. The Bluestar Silicones group is 
considered to be the fifth largest silicone manufacturer 
worldwide. It has more than 37,000 workers and turno-
ver of €4.7 trillion.

Bluestar Silicones was the first company funded by 
Chinese capital to undertake production activity in Ca-
talonia. Its operations are located in Santa Perpètua de 
Mogoda, where it has a workforce of approximately 70 
and turnover of €50 million, 59% of which is generated 
by exports. The Santa Perpètua subsidiary has been ope-
rating since 2012 and serves as an R&D base for silicone 
used in cosmetics.  

China Certification & Inspection Group CO., LTD (CCIC) is 
a state-owned Chinese group whose principal activity is 
the inspection and technical certification of electrical de-
vices, home appliances, automobile parts and non-me-
tal materials. CCIC issues CCC certificates (China Com-
pulsory Certifications), which are mandatory for certain 
products manufactured outside China to be marketed in 
that country. It has 40 subsidiaries and more than 120 
offices, and is deemed to be the fourth largest inspec-
tion and certification group in the world. CCIC already 
has other offices in Europe (Rotterdam, Bremen, Marsei-
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lles, Moscow and Barcelona), and is set to open its first 
laboratory located outside China in the Edifici Industrial 
Pedrosa building of Barcelona’s Consorci de la Zona Fran-
ca industrial estate. In 2014 the Chinese certification firm 
expects to invest around €4 million to adapt this buil-
ding, with a view to commencing its activity as a labo-
ratory for industrial and consumer electronics products 
between 2014 and 2015. 

From its new laboratory the Chinese firm will issue cer-
tifications for industrial and consumer electronics pro-
ducts of companies from Europe, North Africa and the 
Americas. 

Sunfor Light is a Chinese multinational specialised in ma-
nufacturing LED lighting devices. Its headquarters are in 
Chengdu (China). Forbes magazine flags this firm as one 
of the 200 most promising Chinese companies, and it has 
taken part in major lighting projects such as the Beijing 
Olympics in 2008. Sunfor Light has more than 300 em-
ployees and has developed around 100 global patents 
for LED materials. The Pla Xina (China Plan) promoted by 
the Catalonia regional government through Invest in Ca-
talonia, the Port of Barcelona and Barcelona City Council 
is expected to increase competitiveness, opening the 
way for a surge of Chinese investment in Catalonia.    
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 3.4. CASE STUDIES

3.4.1 Chinese multinationals with large-scale techno-
logical capacity: Huawei

Since its incorporation in 1987, the Chinese multinatio-
nal Huawei has grown exponentially, becoming a global 
firm and one of the world’s foremost technology com-
panies. It currently has more than 150,000 employees – 
73% of which work outside China – and annual revenues 
of USD 35,400 million (2012). The company itself claims 
to provide services to 45 of the 50 largest telecommuni-
cations operators and, directly or indirectly, to one third 
of the world’s population. Huawei primarily operates in 
three areas within the telecommunications sector: ne-
twork management, business services and consumer 
devices. The first of these activities generates almost 
three-quarters of its annual revenues. The company is 
manifestly committed to R&D&i and up to 45% of its wor-
kforce (70,000 employees) is engaged in these activities. 
It has 16 R&D centres, 28 joint innovation centres and 45 
training centres worldwide.  

Europe is a primary market for this Chinese company, 
which currently has offices or R&D bases in Germany, 
the United Kingdom, France, Italy, Spain, Sweden, Po-
land, Romania and Portugal, with regional headquarters 
in Düsseldorf and Warsaw. Its European activities gene-
rated turnover of USD 4,170 million for the firm in 2012 
and at present it has 7,300 employees in this continent, 
plus an ambitious growth schedule. Spain is a pivotal 
country for its European growth strategy. In 2014, the 
firm will have been operating in Spain for 13 years, and 
this period has enabled Huawei to expand and consoli-
date its position as one of the most significant foreign 
companies on Spanish soil. 

It currently has 900 direct employees and 1,600 indirect 
workers distributed across 6 offices (with headquarters 
in Madrid), and several joint innovation centres, shared 
with Telefónica and Vodafone, as well as a technical as-
sistance centre (TAC) and a network operation centre 
(NOC). In 2013 its domestic market penetration was con-
siderable, with 30 million users in Spain and smartphone 
sales of between 1 and 1.2 million. 

Over this time Chinese technology has become a key 
component of the Spanish telecommunications sector. 
In the private sphere, it provides network services to 

the country’s principal operators such as the Telefónica 
group, with which it has formed a global alliance, and 
Vodafone, Orange, Jazztel and ONO, amongst others. 
It also serves other specialised (mobile virtual network 
operators or cable operators) or local operators. The 
company has recently entered into an agreement with 
Vodafone for maintenance and management of the ope-
rator’s fixed and mobile access networks in Spain over 
the next five years, for which more than 103 employees 
have been transferred to Huawei. The firm also provi-
des technological solutions to major business groups in 
other sectors, such as Sanitas or Alstom. In the public do-
main, it is the network provider and ISP for the Ministry 
of Defence, the Ministry of Culture and the Aragon re-
gional government. The company’s retail sales and mar-
keting activity is gaining ground, helping to boost and 
expand the market for smartphones and tablets in Spain. 
Acceptance of Huawei’s own products and brand image 
amongst Spanish consumers is also growing. Huawei 
sells phones, smartphones, tablets and wifi devices and 
has launched the world’s slimmest mobile phone onto 
the Spanish market (the Ascend P6). 

Huawei is laying down firm roots in the Spanish business 
arena and Spanish society in general, largely thanks to 
its successful string of promotional campaigns. By way of 
example, the firm is one of the official sponsors of Spain’s 
professional football league (the “LPF”) and its most in-
novative products are presented each year at the World 
Mobile Congress in Barcelona. Huawei has also launched 
interesting campaigns in the field of corporate social res-
ponsibility (CSR) in Spain. 

One of its most notable recent initiatives is the educa-
tional project “Smartbus, Get on the Future Generation”, 
designed to instil amongst its youngest audience the 
need for responsible and safe usage of ICT. This project, 
backed by the Secretary of State for Telecommunications 
and the Information Society through Red.es, ran for a pe-
riod of three months, during which it conveyed to 13,000 
youths and 6,000 adults in 18 cities across 5 autonomous 
regions – including Madrid, Seville, Segovia, Valencia and 
Zaragoza – the possible risks facing young people using 
social networks and the internet. Furthermore, Huawei 
has launched its programme of study grants – “The futu-
re of ICT” – to contribute to new technology education 
in Spain, through a collaboration agreement signed by 
Huawei and the Ministry of Industry, Energy and Tou-
rism in September 2012. This programme was devised 
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in conjunction with EOI, a business school attached to 
the Ministry. The first edition ran in July 2013 and was 
rated very positively by the students taking part. In this 
first edition, 10 young people had the opportunity to vi-
sit the company’s headquarters in Shenzhen and attend 
various training seminars on the future of telecommuni-
cations. This will be an annual initiative and forms part of 
a pan-European educational programme started up by 
the company. 

3.4.2 Successful growth inside and outside China: 
Huayi Compressor and the acquisition of the Spanish 
firm Cubigel

Huayi Compressor Co. Ltd specialises in the production 
and marketing of compressors and parts. This listed com-
pany was founded in 1996. In 2007 Huayi Compressor 
came under the control of Sichuan Changhong Electric 
Co. Ltd. Alongside Hefei Meiling, controlled by the same 
group, it integrated the entire white goods industrial 
chain, producing a range of appliances from compres-
sors to refrigerators and air conditioning devices. 

The fast-growing Asian economy, led by China, caused 
production and sales of compressors to rocket, and for 
10 years running Huayi ranked as the number one ma-
nufacturer in the domestic market. In 2013, production 
and sales volumes amounted to 34 million units, placing 
Huayi at the top of the global ranking. 

Ambitious to expand, Huayi Compressor continues to 
set its sights on the international markets, building up 
an extensive sales network to export its end products 
to Europe, the United States, Australia, Southeast Asia, 
South America and Africa, with exports now making up 
40% of its total sales. In light of structural overcapacities 
in the domestic-use compressors sector worldwide and 
increased competition, in recent years Huayi Compres-
sor has been making inroads into the market for com-
mercial-use compressors. 

The company made its entry into Spain in 2012 by ac-
quiring the local compressor manufacturer Cubigel, with 
headquarters in Sant Quirze del Vallès (Barcelona). Befo-
re coming under the control of the Chinese firm, Cubi-
gel had filed for insolvency. With the arrival of the new 
shareholders and their €7.6 million capital injection, the 
company changed its name to Huayi Compressor Barce-
lona. Following the acquisition, the primary objective of 

the Chinese management team was a speedy recovery 
so as to undertake vigorous development and address 
the issues facing the newly restructured enterprise.

Guided by case studies on mergers and acquisitions, 
the Chinese management team integrated the internal 
management practices, logistics and supply systems, 
sales and marketing, technology, business culture, and 
so on. Integration of the internal management practices 
has enhanced operating efficiency while increasing the 
effectiveness of the logistics and supply system, with a 
corresponding reduction in purchasing costs. 

Customer confidence has also gradually picked up, lea-
ding to a rise in sales volumes. From a technological 
perspective, there has been a drive towards new pro-
duct development, enhancing the quality of finished 
products; while in terms of business culture, employee 
satisfaction has also been raised. 

Through its various integration processes, the restruc-
tured company has completed the manufacture of one 
million units of compressors, selling 0.9 million units 
in 2013. The acquisition of the Spanish undertaking by 
a Chinese company has undeniably had a positive im-
pact for the Spanish and Chinese firms alike. By way of 
example, the Spanish company benefited from the new 
owners’ commitment to salvage 400 jobs, which is very 
good news considering the Catalan firm’s previous fi-
nancial position. Meanwhile, the union of Huayi in China 
and Huayi Compressor Barcelona will produce synergies, 
considering Spain’s geopolitical advantage in both Euro-
pe and Latin America. 

Huayi expects to serve the bulk of its European and Me-
diterranean customers from its new Spanish base. It also 
plans to leverage this base to increase its share of the La-
tin American market. The advantages of this transaction 
for the Chinese firm are evident. Firstly, it will have a lo-
gistics base and a technological research centre for R&D 
activities in Southern Europe. 

Secondly, Huayi will benefit from the know-how and ex-
pertise of the Spanish company, which has been opera-
ting in the sector for 50 years, and this will enhance effi-
ciency and processes in the Asian group as a whole. And 
thirdly, it will add the items previously manufactured by 
Cubigel to its product range, in turn expanding Huayi 
Compressor’s product portfolio.
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3.4.3 Building a global brand: Haier, the global elec-
trical appliances firm

Haier is one of the world’s most important electrical 
appliances manufacturers. The company has undergo-
ne exponential growth since it was founded in 1984. In 
under 30 years, it has developed from a modest coope-
rative into one of the most recognised brands in the sec-
tor worldwide. In 2012 Haier reported revenues of USD 
25,800 million and an 11% share of the global electrical 
appliances market, ranking as the world’s leading brand 
in this subsector in terms of sales volume. Haier’s strate-
gy decisively centres on product innovation for market 
launches and it is the only Chinese firm among the top 
ten in the Boston Consulting Group’s “Most Innovative 
Companies 2012” ranking.

This global company has 26 plants and 16 industrial par-
ks worldwide. It made its entry into the Middle East and 
North Africa in 1993, and built up an industrial park in 
Jordan in 2005 partly for its R&D activity. It has been the 
leading brand in Nigeria for the last five years. In 1999 
the company entered the North American market, ma-
king notable brand positioning efforts that would lead 
it to claim its own building in Manhattan and sponsor 
the NBA. Haier has launched its products in many other 
countries, including advanced economies such as Aus-
tralia or Japan and developing countries such as Pakis-
tan, and has demonstrated its ability to compete on a 
global scale in both mature and growing markets. 

In Europe Haier is present in 30 countries. It has its Euro-
pean headquarters in France, while its design and R&D 
centres are located in Germany and Italy. Its only Sou-
thern European plant is also located in Italy. The firm has 
offices in these three countries, as well as in the United 
Kingdom and Spain. Haier arrived in Spain in 2005, when 
it had a small office with 7 employees engaged specifi-
cally in OEM (original equipment manufacturer) activi-
ties. In the initial stages, the company had to overcome 
a cultural and business gap that forced it to undertake 
communications and adaptation initiatives involving 
suppliers, distributors and customers alike. Moreover, to 
launch its products onto the local market Haier had to 
build up a brand image that it previously lacked in Spain. 

It especially had to overcome the “made in China” label 
associated with low quality products lacking in innova-
tion. Haier was a worldwide leader in innovation and 

needed to convey this idea to Spanish consumers if its 
products were to be accepted by its target audience 
of customers with medium to high purchasing power. 
The company therefore chose to specialise in mid- to 
high-range products and geared its promotional efforts 
towards conveying a brand image founded on design, 
quality, innovation and technology. It selected its distri-
butors and marketers carefully and opened up its pro-
duct catalogue to smartphones and top-of-the-range 
television sets. 

The company, which defines itself as a “Chinese brand 
made in Europe”, has now firmly consolidated its position 
in the Spanish market and its products are sold through 
the main distribution chains operating in Spain. 
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