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Foreign Direct Investment in China: Trends and Developments

Introduction to FDI (Key Terms):
» Inward FDI Stock as a percentage of GDP

» FDI Employment

> Sectoral Distribution
> FTZ’s / SEZ’s

FDI Definition

FDI refers to an investment made to acquire lasting Interest In
enterprises operating outside of the economy of the investor, which
allows investors to gain an effective voice in the management.

J

A threshold of 10 % of equity ownership qualifies an investor as a
foreign direct investor having an effective voice in the management
of an enterprise

Abstract

> Foreign direct investment (FDI) is a key element in international
economic globalization and integration. FDI encourages the transfer of
technology and knowledge between countries which allows the host
economy to promote its products more widely in international markets.
FDI Is an important factor to consider when studying the effects on an
economy of a country. The focus of this research will be specifically
on Inward FDI in China. Research will analyze 1its effects on China’s
economy from 2003-2014 and seek to find correlations between
Current GDP and FDI Stock. Investigation into the Sectorial
breakdown of Inward FDI along with Regional inflows towards
Special Economic Zones (SEZ’s) and Free Trade Zones (FTZ’s) will
be explored. Employment, Greenfield Investments, Mergers and
acquisitions (M&A’s) will be examined.

Methodology
>

Data was extracted from the United Nations Conference on Trade
and Development (UNCTAD), World Investment Reports, as well
as other selected databases from China. We are using the statistics
found in these sources, between 2003 and 2014, to conduct analysis

specifically on China.
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Inward FDI Stock

(2003-2013)

China - FDI inward stock as a percentage of GDP
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Top Ten Countries Investing in China

(2014)
Germany]. Y%
o] \ | [TR) it
R.O.K. USA. /
a% 3%

W Hong Kong

™ Singspore
™ Talwan

i Japan
HR.OX.

B USA
mGermany
muUK,

= France

® Holland

Top Ten Countries Investing in China (2014)
Country USD (Millions)
Hong Kong 61,640
Singapore 4,520
Taiwan 3,940
Japan 3,339
R.O.K. 3,230
U.S.A. 2,170
Germany 1,320
U.K. 1,010
France 510
Holland 470
Amount of Foreign Investment by Form
(USD 100 million)

- Processing and Assembly [

E Compensation Trade |

2 Sale Share B

_:_2. FDI Shareholding Inc [ 4

'_': Wholly Foreign-owned Enterprise _

5 Contractual laint Venture .

go Equity Jaint Venture —

100 200 300 400 500

uUsD 100 Million

m2013 w2012

Greenfield FDI Investments

Number of greenfield FDI projects
(2003-2013)

600 700 800

900

Value of greenfield FDI projects as a destination

(2003-2013)

Sectoral Distribution

China - Foreign Direct Investment by Sector (2013)

Sector
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China - Foreign Direct Investment by Sector (2013)
Investment Valued (USD 10 000)

Wholesale and Retail Trades
Leasing and Business Services

Transport, Storage and Post

Production and Supply of Electricity, Gas and Water
Financial Intermediation

Agriculture, Forestry, Animal Husbandry and Fishery

Culture, Sports and Entertainment
Hotels and Catering Services

Services to Households and Other Services

Health, Social Security and Social Welfare

Manufacturing
Real Estate

A 121738
M ::3056
o ;750726
M 242910
M 233046
@ 130003
W 121983
® 103586
® 82075

® 77181

P 65693

# 36495

f 6435
11822

Construction

Mining

Education

Public Management and Soclal Organizations § 5

0 1000000

2000000

3000000

Investment (USD 10 000)

4000000

£ 55193
A 70507
A 1151099
A 1035158

5000000

Source: China Statistical Yearbook - http://www.stats.gov.cn/tjsj/ndsj/2014/indexeh.htm

Cross-border M&AS
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chma Employment (10 000 persons) China - Average Hourly Compensation per Employee (2003-2009)
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Top Ten M&A’s in China
M&A World
Ranking Value Ultimate home
(2013) | ($ billion) [Acquired company Hosteconomy Ultimate acquiring company economy Industry of the ultimate acquiring company | Shares acquired
4 19.1 |[NexenInc Canada China National Offshore Oil Co |China Crude petroleum and natural gas 100
16 4.8 Smithfield Foods Inc United States Shuanghui Intl HIdg Ltd China Meat packing plants 100
21 4.2 ENI East Africa SpA Mozambique CNPC China Crude petroleum and natural gas 29
39 3.0 Apache Corp-Egypt Oil & Gas Business |Egypt Sinopec Group China Crude petroleum and natural gas 33
53 2.5 Chalco Iron Ore Holding Ltd Hong Kong, China |Aluminum Corp of China China Primary production of aluminum 65
69 2.0 OAQO Uralkaliy Russian Federation |China Investment Corp China Management investment offices, open-end 13
79 1.8 91 Wireless Websoft Ltd China Baidu Inc China Information retrieval services 100
88 1.7 Pioneer Natural Resources Co United States Sinochem Group China Crude petroleum and natural gas 40
93 1.6 Browse LNG Project,Western Australia |Australia CNPC China Crude petroleum and natural gas 10
126 1.3 Visteon Corp-Automobile JV Assets China SAIC China Motor vehicles and passenger car bodies 100

Case Study: Shanghai
Zone (FTZ)

Free Trade
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_“_, » Waigaogiao Free Trade Zone, China's first bonded area, is located in the Yangtze River

Top Ten FDI Regions of China
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estuary, where a "golden waterway" and a "golden coastline" converge. Adjacent to the
Port of Waigaoqiao, the zone will cover 10 square kilometers when fully completed. The
zone is the biggest and the most profitable of all areas under the special administration of

the General Administration of Customs.

_ » Yangshan Free Trade Port Area comprises the land portion of Shanghai Luchao port, the

Donghai Bridge and the Little Yangshan port in Shengsi in Zhejiang Province. When fully
developed, it will cover 14.16 square kilometers. The zone was created under a joint
cooperative effort of the Shanghai and Zhejiang governments.

» Pudong Airport Free Trade Zone is located to the west of the third runway at Pudong

International Airport. It connects with the Waigaoiqao Free Trade Zone in the north and
with the Yangshan Free Trade Port Area in the south. With an operational area of 3.59
square kilometers, the zone sits at the center point of the coastline of the Pudong New

Area.

. Current FDI | Previous FDI s
Region (USD Billion) | (USD Billion) | 22" (USP Billion)

Jiangsu 28.5(2010) 25.3 (2009) 596.8 (2010)
Guangdong 19.54 (2009) | 19.54(2009) 665 (2010)
Liaoning 15.44 (2009) 12 (2007) 260 (2010)
Tianjin 10.8 (2009) 5.3(2007) 133 (2010)
Shanghai 10.54 (2009) 8.1(2008) 250 (2010)
Zhejiang 9.94 (2009) 10.1 (2008) 379 (2010)
Beijing 6.12 (2009) 5.1(2007) 201 (2010)
Fujian 5.67 (2008) 5.67 (2008) 206 (2010)
Binhai New Area 5.1(2008) 5.1(2008) 33.68 (2010)
Henan 4.8 (2009) 4.8 (2009) 333 (2010)




