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1. Development of Chinese FDI into Germany 

The launch of China’s ‘Going Global’ strategy in the early 2000s initiated a long period of growth 

of foreign direct investment (FDI) outflow. The volume of FDI from China has increased from USD 

4.612 billion in 2000 to USD 57.954 billion in 2010 (OECD, 2019) whereby mergers and acquisitions 

(M&A) accounted for the lion share. In 2016, China’s FDI outflows reached a record high of USD 

216.424 billion before reaching more modest levels again in the following years (USD 96.472 billion 

in 2018) (OECD, 2019).   

During the decade starting in 2000, M&A transactions took place predominantly in the manufac-

turing sector. But, as research by KfW Group (2018) shows, M&A activities soon began to expand 

beyond the manufacturing sector, also driven by the ‘Made in China 2025’ strategy which was 

adopted in 2015. Since then, Chinese investors focused increasingly on the key sectors under 

‘Made in China 2025’: new information technology, numerical control tools, aerospace equipment, 

high-tech ships, railway equipment, energy saving, new materials, medical devices, agricultural 

machinery, and power equipment (People’s Daily, 2015).  

German companies are attractive M&A targets for Chinese investors. 22% of Chinese acquisitions 

in Europe in 2017 involved targets in Germany (KfW Group, 2018) – no other European country 

was more popular in terms of number of deals. As research by the Mercator Institute for Chinese 

Studies (2019) shows, Chinese FDI transactions into Germany had a cumulative value of EUR 22.2 

billion from 2000 to 2018.   

Chinese investors are especially targeting Germany’s technological world market leaders, the so-

called ‘hidden champions’. Prominent examples of completed deals in recent years include the 

acquisition of industrial machinery maker KraussMaffei for EUR 925 million by China National 

Chemical Corporation, the acquisition of Putzmeister by its Chinese competitor Sany for EUR 360 

million, and the aforementioned acquisition of robotics company Kuka by Chinese appliance man-

ufacturer Midea for EUR 4.4 billion (Deutsche Welle, 2017). While the focus continues to be on 

technology firms, Chinese investors are also showing interest in pharma and biotech companies, 

clinics and care homes (Financial Times, 2016). 
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2. Investment motives 

From the Chinese perspective, Germany offers favorable conditions for foreign investment. In the 

sixth annual overseas investment risk report released by the Chinese Academy of Social Sciences 

(2018) Germany is the only nation to receive the highest AAA rating. The report covers 57 countries 

that accounted for 86 percent of China’s outbound investment flows in 2017 and considers the 

following criteria: economic fundamentals, solvency, political risks, social resilience and the coun-

try’s relations with China.  

 “In China, we have a lot of respect for German manufacturing excellence, their craftsmanship, 

their dedication to technology. There is lots of goodwill towards German brands,” says Midea’s VP 

Andy Gu in the context of the acquisition of robot manufacturer Kuka (Financial Times, 2016). 

For Chinese companies, mergers and acquisitions are, amongst others, a shortcut to overcome 

competitive disadvantages such as technological weaknesses and R&D competence. China faces a 

talent shortage and engineering positions are among the hardest to fill (Manpower, 2018). 9 out 

of 10 AI engineering positions remain unfilled in China (South China Morning Post, 2017). The es-

tablishment of overseas labs to attract foreign researchers and acquisitions of competitors as a 

means to acquire the talent are logical consequences, according to Edward Hsu, managing director 

of global advisory firm Willis Towers Watson (South China Morning Post, 2017). 

Also, in the automotive sector the shortage of research talent is an acknowledged problem. For 

key development areas, such as connected vehicles and advanced driver assistance systems, Chi-

nese companies hire overseas technology experts from Germany and North America (China Daily, 

2017). 

Besides hoping to close technology and know-how gaps, many investors are also hoping that buy-

ing into a foreign institutional environment gives them credibility and lends them trust – not only 

in foreign countries, but also and especially in their home country. Companies like Midea and Geely 

(through the acquisition of Volvo) are celebrated as national heroes in China and the acquisitions 

have enhanced their reputation at home.  
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3. Negative sentiments are hardening 

While Germany is known to have an open and welcoming attitude towards FDI, events in recent 

years led to a more cautious attitude. Criticism was ignited by the Midea-Kuka deal in 2015. Con-

cerns over giving cutting-edge technology into Chinese hands and thereby potentially jeopardizing 

national security led to considerable political resistance and medial controversy. Leading politi-

cians demanded tougher restrictions for Chinese takeovers in Germany and Europe.   

It became clear that ‘Made in China 2025’ may as well be a risk factor for Germany and other 

countries. ‘Made in China 2025’ targets a 70% self-sufficiency in core components and materials 

in industries like aerospace equipment and telecom equipment – this could have severe conse-

quences for an industry nation like Germany, where high-tech sectors account for a significant 

portion of industrial output (Council on Foreign Relations, 2018). 

In 2018, Germany established stricter rules to make it harder for non-European companies to ac-

quire stakes in German companies. Under these rules, German authorities will probe every case in 

which a non-European foreign company wants to buy more than 10% of a German firm involved 

in defense, technology or media (Wall Street Journal, 2018). 

This comes at the same time as concerns about Huawei’s involvement in the buildout of Germany’s 

5G network occupy the minds of political leaders. Huawei, with a turnover of CNY 603 billion, is 

the world’s biggest supplier of telecom equipment and overtook Apple as the second-biggest seller 

of smartphones (Economist, 2018). Huawei plans to dominate the market for the back-end kit nec-

essary for telecom firms to offer 5G mobile-phone networks (Economist, 2018), but is facing 

stricter controls in the United States and other countries amidst fears of national security risks 

from using Huawei products (CNN, 2018). The United States go as far as warning to refuse to share 

intelligence with governments that install kits from Huawei (Economist, 2019). Germany, so far, 

has not excluded China from the bidding process.  
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4. Lack of trust is a key issue for Chinese investors 

As these developments suggest, there is a certain degree of mistrust when it comes to Chinese 

M&A in Western industry nations. As the Edelman Trust Barometer shows, only 40% of respond-

ents trust Chinese companies, compared with 70% for German, Swiss and Canadian companies, 

according to Edelman CEO Richard Edelman (Forbes, 2019). Much of this mistrust may stem from 

the fact that Chinese companies were often stigmatized as know-how stealing copycats. Another 

issue may be uncertainty about the origin of FDI. In 2017, state-owned enterprises accounted for 

half of Chinese FDI stock (Knoerich and Miedtank, 2018). This makes it difficult to differentiate 

whether the investment is a company-initiative or a government-initiative.  

New data collected by Edelman in March this year shows a further deterioration of trust, which 

Edelman attributes to the “Huawei factor” (Forbes, 2019). 

For Chinese companies – which in general take a very transactional approach to M&A – these neg-

ative sentiments come as a surprise and represent a difficulty they are not yet prepared to handle. 

They need a more transformational approach to build trustful relationships and need to get en-

gaged in sustainability reporting and public relations to make their M&A initiatives a success. To 

find good will and trust on a global scale, it is important that Chinese investors present themselves 

as transparent companies. 

 

  



 

5 

 

References 

Chinese Academy of Social Sciences (2017). Country-risk rating of overseas investment from China. 

Retrieved from: http://en.iwep.org.cn/papers/papers_pa-

pers/201701/W020170119399685684329.pdf 

China Daily (2017). Skills shortage to hit Chinese companies. Retrieved from: http://www.china-

daily.com.cn/business/2017-03/07/content_28455833.htm 

CNN (2018). Huawei's 5G ambitions suffer another big setback. Retrieved from: 

https://www.cnn.com/2018/12/05/tech/huawei-5g-bt-technology/index.html 

Council on Foreign Relations (2018). Why does everyone hate Made in China 2025? Retrieved from: 

https://www.cfr.org/blog/why-does-everyone-hate-made-china-2025 

Deutsche Welle (2017). China's unsatisfied hunger for German companies. Retrieved from: 

https://www.dw.com/en/chinas-unsatisfied-hunger-for-german-companies/a-39658363 

Financial Times (2016). German angst over Chinese M&A. Retrieved from: https://www.ft.com/con-

tent/e0897e24-598e-11e6-8d05-4eaa66292c32 

Forbes (2019). Huawei controversy is damaging trust in 'Brand China,' Edelman says. Retrieved from: 

https://www.forbes.com/sites/russellflannery/2019/04/07/huawei-controversy-is-damaging-trust-

in-brand-china-edelman-says/#3e8d21c622d1 

KfW Group (2018). More Chinese M&A deals in the German SME sector – but the share remains neg-

ligible. Retrieved from: https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-

Dokumente-Fokus-Volkswirtschaft/Fokus-englische-Dateien/Fokus-2018-EN/Fokus-No.-229-October-

2018-M-A_China.pdf 

Knoerich, J., and Miedtank, T. (2018). The idiosyncratic nature of Chinese foreign direct investment. 

CESifo Forum, ifo Institute - Leibniz Institute for Economic Research at the University of Munich, vol. 

19(4), pages 03-08, December. 

Manpower (2018). 2018 talent shortage. Retrieved from: http://www.manpower.com.cn/up-

load/MG_TalentShortage%202018_EN%20version.pdf 

Mercator Institute for Chinese Studies (2019). Chinese FDI in Europe: 2018 trends and impact of new 

screening policies. Retrieved from: https://www.merics.org/sites/default/files/2019-

03/190311_MERICS-Rhodium%20Group_COFDI-Update_2019.pdf 

OECD (2019). FDI flows. Retrieved from: https://data.oecd.org/fdi/fdi-flows.htm 

People`s Daily (2015). 'Made in China 2025' to focus on ten key sectors. Retrieved from: 

http://en.people.cn/n/2015/0522/c98649-8895998.html 

http://www.chinadaily.com.cn/business/2017-03/07/content_28455833.htm
http://www.chinadaily.com.cn/business/2017-03/07/content_28455833.htm
https://www.cnn.com/2018/12/05/tech/huawei-5g-bt-technology/index.html
https://www.dw.com/en/chinas-unsatisfied-hunger-for-german-companies/a-39658363
https://www.ft.com/content/e0897e24-598e-11e6-8d05-4eaa66292c32
https://www.ft.com/content/e0897e24-598e-11e6-8d05-4eaa66292c32
https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-Dokumente-Fokus-Volkswirtschaft/Fokus-englische-Dateien/Fokus-2018-EN/Fokus-No.-229-October-2018-M-A_China.pdf
https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-Dokumente-Fokus-Volkswirtschaft/Fokus-englische-Dateien/Fokus-2018-EN/Fokus-No.-229-October-2018-M-A_China.pdf
https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-Dokumente-Fokus-Volkswirtschaft/Fokus-englische-Dateien/Fokus-2018-EN/Fokus-No.-229-October-2018-M-A_China.pdf
https://www.merics.org/sites/default/files/2019-03/190311_MERICS-Rhodium%20Group_COFDI-Update_2019.pdf
https://www.merics.org/sites/default/files/2019-03/190311_MERICS-Rhodium%20Group_COFDI-Update_2019.pdf
http://en.people.cn/n/2015/0522/c98649-8895998.html


 

6 

 

South China Morning Post (2017). World’s most populous country lacks the one thing it needs to be-

come an AI powerhouse: enough talented people. Retrieved from: 

https://www.scmp.com/tech/china-tech/article/2123949/worlds-most-populous-country-lacks-one-

thing-it-needs-become-ai 

The Economist (2018). Can Huawei survive an onslaught of bans and restrictions abroad? Retrieved 

from: https://www.economist.com/business/2018/12/15/can-huawei-survive-an-onslaught-of-bans-

and-restrictions-abroad 

The Economist (2019). Are security concerns over Huawei a boon for its European rivals? Retrieved 

from: https://www.economist.com/business/2019/03/23/are-security-concerns-over-huawei-a-

boon-for-its-european-rivals 

Wall Street Journal (2018). Germany tightens foreign acquisition rules amid China’s push for technol-

ogy deals. Retrieved from: https://www.wsj.com/articles/germany-tightens-foreign-acquisition-

rules-amid-chinas-push-for-technology-deals-11544969293 

https://www.scmp.com/tech/china-tech/article/2123949/worlds-most-populous-country-lacks-one-thing-it-needs-become-ai
https://www.scmp.com/tech/china-tech/article/2123949/worlds-most-populous-country-lacks-one-thing-it-needs-become-ai
file:///C:/Users/Dr.%20Z/Documents/WeChat%20Files/wxid_lv7agy6qu79k12/FileStorage/File/2019-06/Can%20Huawei%20survive%20an%20onslaught%20of%20bans%20and%20restrictions%20abroad
file:///C:/Users/Dr.%20Z/Documents/WeChat%20Files/wxid_lv7agy6qu79k12/FileStorage/File/2019-06/Can%20Huawei%20survive%20an%20onslaught%20of%20bans%20and%20restrictions%20abroad
file:///C:/Users/Dr.%20Z/Documents/WeChat%20Files/wxid_lv7agy6qu79k12/FileStorage/File/2019-06/Can%20Huawei%20survive%20an%20onslaught%20of%20bans%20and%20restrictions%20abroad
https://www.economist.com/business/2019/03/23/are-security-concerns-over-huawei-a-boon-for-its-european-rivals
https://www.economist.com/business/2019/03/23/are-security-concerns-over-huawei-a-boon-for-its-european-rivals

