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China’s foreign direct
investment declines

China’s Q4 GDP growth beat expectations
China’s GDP grew 7.9 percent year-on-year in the fourth quarter, the
number beat expectations, lifted the overall yearly growth and reversed
quarter-on-quarter declines recorded in previous quarters.
A fourth-quarter recovery had been expected after acceleration in
industrial output in October and November and a jump in exports in

China’s foreign direct
investment fell 1.35 percent in
the first two months of 2013
from a year earlier. The decline
extends a sequence of falls
triggered by a drop in investor
confidence in emerging markets
as global economic growth
slipped. Despite the decline,
China remains one of the
world’s top FDI destinations. In
2012, China attracted $111.7
billion in FDI, just short of
2011’s record $116 billion.

December. Despite expectations, the upside surprise in China’s fourthquarter GDP data confirmed that the economy has officially exited its
slowdown. The economy is expected to perform solidly in 2013 with
analysts expecting a steady but modest recovery.

A gradual recovery would create a favorable backdrop for new President
Xi Jinping and Premier Li Keqiang to pursue further reforms of China’s
economy and continue measures aimed at rebalancing the economy
towards consumption of services thus reducing the country’s reliance on
investment in infrastructure, manufacturing and real estate.

So far in 2013, investment flows
from the European Union rose
43.0 percent in the first two
months from a year ago to $1.2
billion, while investment by U.S.
companies fell 5.4 percent
during the same period to $497
million. FDI from the top 10
Asian economies including
Hong Kong, Japan and
Singapore fell 1.3 percent year
on year in the first two months,
to $15.2 billion.
Beijing has signaled that it
wants to bring in $120 billion
worth of FDI each year between
2012 and 2015.
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Volvo wins approval to
start making cars in China
The Swedish car maker, Volvo,
owned by Zhejiang Geely
Holding Group Co. won
approval from China’s main
industry planner to begin
producing vehicles in the
country.
Since the 2010 acquisition of
Volvo by Geely, Volvo has not
been able to make cars in China
under its own brand name as
the Chinese government
subjected the Swedish brand to
the same regulatory procedures
as all foreign car makers
despite Greely’s ownership. The
authorization paves the way for
Geely to offer cheaper prices on
Volvo cars since vehicles
produced in China are not
subject to China’s 25 percent
import duty.
Volvo currently sells seven
models in China and sales of its
cars in the country rose 31
percent to 8,719 units in the first
two months of the year,
surpassing Sweden to become
the carmaker’s second-largest
market, behind only the U.S.
With approval won to start
producing vehicles in the
country, Volvo has said that it is
targeting Chengdu, the capital
city of southwestern Sichuan
province, as the site for its first
Chinese manufacturing plant,
paving the way for the company
to produce Volvo cars locally
and increase sale through
cheaper prices.
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can
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The national Bureau of
Statistics (NBS) reported that
retail sales grew 12.3 percent
year-on-year to 3.78 trillion
yuan ($602.1 billion) in the first
two months of the year, a sharp
decline from the 15.2 percent
rise in December. The growth
was also much lower than the
government’s target of 14.5
percent for 2013.
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previously

inaccessible offerings for the first
time and even though their
average income levels are lower,
online shoppers in tier 4 cities
spend almost as much on etailing as their counterparts in

tier2 and tier 3 cities.

The race for retail and the
guanxi factor
China’s retail landscape has
gone through rapid changes in
the past two decades. In recent
years, the retail market in first
tier cities has become saturated
and that in second tier cities
increasingly competitive. Retail
companies are now expanding
their horizons towards lower tier
cities which offer considerable
opportunities since 70 percent
of the Chinese population reside
in these cities.
While third and fourth tier cities
offer much promise for the
future of retail in China, there
are many challenges that need
to be addressed if foreign
retailers are to expand
effectively, including the guanxi
factor which encompasses the
level and quality of connections
essential to retailers who want
access to the best retail
locations, favorable policies,
financing, land and building
permits etc. The guanxi factor
remains critical to success.

Localize…the Chinese way
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Nearly 50 percent of China’s
cleantech companies expect the
market to continue growing
rapidly in 2013 according to a
newly released report while 9
percent, mainly in the
renewable energy sector, are
predicting bottlenecks due to
tight financing conditions amidst
the global slowdown.
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U.S. companies surplus in
clean energy trade with
China
According to a recent report,
U.S. companies enjoyed a
$1.63 billion sales advantage
over their Chinese counterparts
in 2011, the latest year for
which data is available. The
report, based on data compiled
by Bloomberg New Energy
Finance, concludes that
America’s clean energy trade
advantage is derived from the
global presence of U.S.
companies as well as
leadership in innovation and
entrepreneurship while China’s
clean energy industry enjoys an
advantage in large-scale
manufacturing and high-volume
assembly of certain products.
However, in recent years,
tensions have increased due to
fiercely competitive market
conditions affecting
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Medtronic buys stake in
Chinese Medtech
Company
Medtronic Inc., the world’s
largest medical technology
company, acquired a stake in a
Chinese maker of surgical
instruments for $46.5 million in
its latest bid to expand in a fastgrowing market.
China is one of the world’s
fastest growing markets for
medical devices and last year,
Medtronic added 1500
employees, predominantly in
China and India, and paid over
$800 million to acquire Kanghui,
a Chinese spine and joint
implant maker.

SK Telecom to acquire
49% stake in Chinese
Healthcare Company
U.S. companies aren’t the only
ones with an interest in the
Chinese medical device and
healthcare market.
SK Telecom, South Korea’s
largest mobile telecom carrier,
acquired a 49% stake in Xi’an
Tianlong Science and
Technology Co. in a bid to
diversify its business portfolio.
The acquisition was aimed at
entering China’s rapidly growing
healthcare market and enables
SK Telecom to participate in the
Chinese firms’ management
although the size of the financial
investment was not disclosed.
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