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Chinese Enterprises Picking Up the Pace of Offshore Activityé.

Argentina/ Uruguay
Chery-Socma-Oferol 
US$500m auto plant

Hong Kong
Air China 29.99% stake 

in Cathay Pacific for 
US$820m top-up

Peru
Shougang US$1b 
mine expansion

Jamaica
US$138m aid-for-

infrastructure

USA
CIC US$1.58b 
AES share buy 

Colombia
CNPC 30% stake 

in 3 oil blocks

Aid-linked

Oil-for-Loans

M&A

Taiwan
China Mobile 

US$528m for 12% in  
FarEasTone

Singapore
CNPC US$1b buy for 

45% of Singapore 
Petroleum

Thailand
ICBC buys 19.26% 

of ACL Bank for 
US$33m

Ecuador
Sinohyrdro-Andes 

US$2.7b aid/ loan deal:
Coca-Coda Sinclair HEP 

Angola
US$1b loan for 

agriculture (total 
US$8b to date)

Congo
US$9b cobalt-

copper for 
infrastructure

Brazil
Petrobras-CNPC:

US$10b + LongTerm 
financing, 200,000 bpd 

Nigeria
China Civil 

Engineering 
Construction 

US$875 railwayBotswana
Daheng Holdings / 
Touch Intôl US$52m 

Textiles Park

Australia
Geelyôs US$33m 
Drive Systems 

International Buy

Guinea
US$7b oil & 

mining 
infrastructure

Venezuela
PdVSA-CNPC 
US$16b credit, 

380,000 bpd

Russia
Rosneft / Transneft: 
US$25b, 20yr gôtee, 

300,000 bpd

Canada
PetroChina buys 60% 

in Athabasca Oil sands 
for US$1.7b 

Kazakhstan
US$10b CNPC -

MangistauMunaiGaz 
50% acquisitionUK

CIC invests 1.1% in 
Diageo for ~US$400m

USA
Shanda Interactive 

acquires Mochi 
Media for US$80m

Switzerland
Sinopec US$7.6b 
Addax Petroleum 

acquisition

Libya
ChinaRail US$805m 
infrastructure deal

USA
BeijingWest 

US$90m Delphi 
Brakes/Suspension 

acquisition

Spain
China Unicom-

Telefonica US$1b 
share cross-sale

New Zealand
Haier 20%, US$50m 

stake in Fisher & 
Paykel
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Agenda

Setting the Scene

Å History of Reform of the SOE

Å China FDI

Å China Outbound M&A

The Dynamics

Å Role of Government (effect of Legislation)

Å SOE vs POE

Å FDI vs M&A

The Challenges

The Future
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46 of the Worldôs Top 500 Companies are Chineseé.

World 

Top 50

World 

Top 250

World 

Top 500

Since 2005, China has Nearly Trebled its Number of Fortune 500 Companies

Source: CNN (money.cnn.com/magazines/Fortune/Fortune500/2010/)
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A History of Reform: 1949-1990

Focus On How to Produce, Not How To Do Business

1949

-

1979

üFactory rather than a Firm

eg. In 1978, 97% of commodities, 94% of agricultural 

products & 100% of capital goods were sold at planned prices

1980

-

1990

üBirth of Private Ownership

Shift from a reliance on centralized planning & state 

ownership to local decision making

1990
-

1998

1998
-
...

üñSocialism with Chinese Characteristicsò

20 years of experimental reform                               

ñ.....Crossing the river by feeling the stones under oneôs feet...ò

üSOEs to be the engines of growth
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A History of Reform: 1990-1998

FIEs - not SOEs - the Main Drivers of Chinaôs Economic Growth

1949

-

1979

1980

-

1990

1998
-
...

1990 

-

1998

üSeparation of Management from State

Creation of professional management

üChinaôs National Industrial Output

Ownership 1978 1985 1990 1999

SOE 77.6 65 54.6 28.5

Collective 22.2 32 35.6 38.5

Private 0.2 3 9.8 33

üPerformance-driven culture developing 

managerial autonomy & accountability appear
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A History of Reform: Late 1990ôs ïearly 2000ôs

1949

-

1979

1980

-

1990

1998

-

...

1990

-

1998

By 2000, 50+% of Chinaôs 159,000 SOEs had Launched Enterprise Reform

üAcceleration of reform post 16th National Party Congress

üCompetitiveness improving

Economic profits stopped declining in 1999

1998-2003 2006

SOE #ôs 258,000 �D 150,000 - 40%

SOE Profits RMB 21.37b �D RMB 495.12b 22.2x RMB 754.7b

Value of Assets RMB 5.2t �D RMB 8.4t +60% RMB 12.27t

üIn 2002, 11 Chinese SOEs entered the ñGlobal Top 500ò list 

(vs 5 in 1998)

üIn 2005, 15 ranked amongst the Top 500 global corporations:

Aim is for 50 by 2010 (already 37 in 2009)


