
C H I N A - U K 
I N V E S T M E N T:  
S T R AT E G I E S  F O R 
S U C C E S S  I N  T H E 
N E W  ‘ G O L D E N  A G E ’ 

At a time when the UK’s traditional ally, the US, is  
at odds with China over a growing range of issues, 
Chinese investment into the UK is flourishing.
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A N  E M E R G I N G  PA R T N E R S H I P

Investment from China doubled in 
2017, totalling $20.8bn1 in a year 
when overall Chinese outbound 
investment declined for the first 
time since records began in 2003.2 
This trend is set to continue despite 
some short-term challenges posed 
by the UK’s exit from the European 
Union and a rethink by Beijing of its 
outbound investment priorities. 

The UK is attractive to Chinese companies with 
global ambitions for three broad reasons. 

Firstly, as a major international financial centre 
and the world’s biggest foreign exchange trading 
hub, London plays a key role in China’s push to 
internationalise its currency, the renminbi, and for 
its banks and financial institutions to expand 
globally. Indeed, London is already the world’s 
biggest offshore trading centre for the Chinese 
currency, with transactions up 30% in the second 
quarter of 2018 from the same period of 2017.3 

Secondly, as a traditional defender of free trade 
and a liberal economic environment, the policy 
backdrop in the UK is generally favourable for 
Chinese investors. Bilateral ties have improved 
markedly since 2015, when Chinese President Xi 
Jinping received a red-carpet welcome on a 
four-day trip that former Prime Minister David 
Cameron hailed as the start of a “golden era.”4 
These ties have, for the most part, remained warm 
under Prime Minister Theresa May, and senior UK 
politicians are actively engaging with their 
Chinese counterparts as they eye a bilateral trade 
deal with China as a cornerstone of the 
government’s post-Brexit economic strategy.  

An additional factor underpinning the UK’s appeal 
as an investment destination has been a weak 
pound in the wake of Brexit - a trend set to continue 
with few currency analysts expecting sterling to 
recoup its post-Brexit losses any time soon.5 
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This paper, based on research and the views of 
TMF Group and China-Britain Business Council 
experts, examines the present and future prospects 
of Chinese investment in the UK and what promises 
to be a new ‘special relationship’. Its key 
conclusions are:

•  The UK offers a range of investment opportunities 
that correspond to China’s strategic priorities. 
This alignment is set to drive further investment 
and partnerships in sectors like education, 
healthcare, energy, logistics and transport.

•  Uncertainties surrounding Brexit could 
temporarily slow investment activity, but are 
likely to prove positive in the longer term as 
leaving the European Union impels the UK to 
forge closer ties with strategically important 
bilateral partners like China.

•  Signs the UK government is adopting a more 
cautionary stance towards Chinese investment 
should be watched carefully, but there is little 
risk of a full-scale reversal of the UK’s ‘open for 
business’ stance.  

•  The generally positive environment in the UK 
means Chinese companies may overlook the 
regulatory and compliance complications of 
investing in the country. These include an 
intricate tax regime and stringent rules around 
employment and data protection.
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C H A N G I N G  T R E N D S  I N  C H I N A 
O U T B O U N D  I N V E S T M E N T 

For Chinese companies, last 
year saw intensified scrutiny on 
overseas deals, as the Chinese 
government sought to curb the 
unbridled outflow of capital and a 
build-up in corporate debt. 

This led to a steep 29% drop off in overseas 
investment in 2017.6 Early figures from 2018 
suggest that this trend may have run its 
course, with non-financial overseas direct 
investment up 18.7% in the first half.7 

Companies also now have more clarity 
on the government’s strategic investment 
priorities after new rules governing outbound 
investment took effect in March 2018. They 
restrict deals in some “speculative sectors” 
like property, sports clubs and entertainment, 

but also remove red tape and streamline the 
approval process. Deal making activity is 
expected to pick up in 2018,8 particularly in 
Europe where regulatory obstacles are lower 
than in the US. 

In the first half of the year, the UK attracted 
$1.6bn in investment from China,9 outpacing 
France and Germany, and making it the most 
attractive European destination after Sweden. 
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A  W E A LT H  O F 
O P P O R T U N I T I E S 

As a mature, services-oriented 
economy, the UK offers a diverse 
range of opportunities that 
increasingly dovetail with China’s 
outbound investment priorities. 

To date, the UK has yielded robust returns for 
Chinese investors. The 30 fastest-growing 
Chinese companies with investments in the 
UK employ more than 5,000 people and enjoy 
a combined turnover of more than 11 billion 
pounds. According to the Tou Ying investment 
tracker, compiled by Grant Thornton and the 
China Daily, these 30 companies saw 129% 
average revenue growth in 2017.10 

The UK has a stable regulatory environment 
and domestic companies with well-
established brands, technology, intellectual 
property and industry expertise that Chinese 
companies can translate to their home and 
international markets. 

Investment activity is now taking place across 
a broader range of sectors, including:

EDUCATION
Fuelled by the end of the one-child policy, 
aspirational parents in China are seeking 
Western-style early years education for their 
offspring. After buying Devon-based 
childcare chain Bambinos, JiaYi Education 
plans to open British-style nurseries.11 Chinese 
investors Largreen Education has also joined 
forces with British Early Education to open an 
international kindergarten in Yixing, Jiangsu. 

Interest from Chinese investors was 
responsible for a 10.8% increase in the 
average value of a British nursery in 2017, 

according to a report by property advisor 
Christie & Co.12 The UK has an edge in this 
sector, with some Chinese parents already 
familiar with the biggest names in UK 
education, like Harrow, that have set up 
campuses and schools in China.

ENERGY AND INFRASTRUCTURE 
Has been another investment hotspot. 
Chinese state oil giant CNOOC is the biggest 
crude oil operator in the North Sea off 
Scotland, according to the Times newspaper.13  
Nuclear energy has also drawn Chinese 
interest. China’s General Nuclear Power 
Group (CGN) is reported to be eyeing a 49% 
stake in 8 UK power stations, including 
Sizewell in Suffolk and Dungeness in Kent.14 
This is the same company that two years ago 
took a 33.5% stake in the Hinckley Point C 
nuclear power plant under construction in 
Somerset. 

PROPERTY
The 224-meter high ‘Cheesegrater’ and the 
28-storey ‘Walkie Talkie’ – two skyline-defining 
buildings in the heart of London’s financial 
district – are now owned by two Hong Kong 
companies; CC Land and Lee Kum Kee. 
Chinese purchases of trophy buildings like 
these are unlikely to gain pace in the wake of 
China’s efforts to slow some global 
dealmaking.15 However the city remains 
attractive to Chinese developers like ABP’s 
Xu Weiping,16 who is leading the mixed-use 
redevelopment of Royal Albert Dock in East 
London, where Country Garden17 has also this 
year bought a 400 million pound housing project. 
Meanwhile, Poly Real Estate has secured its 
first residential development in the UK in the 
North London suburb of Mill Hill.18
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TRANSPORT/LOGISTICS
A Chinese consortium, including Hong Kong’s 
MTR Corp and China’s Guangshen Railway 
Company, is expected to be among the 
bidders for the UK’s high speed rail project, 
with the winners set to be announced in 
spring 2019.19 This comes after the first 
freight train to travel between China and the 
UK covered more than 8,000 miles on its first 
journey in January 201720. Last year, 
sovereign wealth fund China Investment Corp 
bought Logicor,21 which offers warehousing 
and logistics to companies like Amazon, from 
private equity firm Blackstone for $14 billion. 

SPORT
UK football clubs Birmingham City, Aston Villa, 
Southampton, Wolverhampton Wanderers and 
West Bromwich Albion all have Chinese 
executives at the helm. Like luxury real-
estate, high-profile sporting deals look likely 
to recede after Chinese regulators took aim at 
what they deemed irrational investments.22 
The broader sector, however, remains 
appealing, with Tian Rong Sports investing 3 
million pounds to bring a F1 powerboating 
race to London in June 2018.23

REGIONS 
Chinese investment in the UK is also growing 
more diverse in terms of geography. Following 
Ctrip’s acquisition of Edinburgh-based 
Skyscanner in 2016, the Chinese online travel 
giant this year opened its first call centre 
outside China in the city.24 Meanwhile, 
residential property inquiries by Chinese 
buyers for Manchester, Liverpool, 
Birmingham and Edinburgh are reported to 
have experienced three-digit increases in 
August 2018 over August 2017.25
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Despite the broadly positive picture  
there are several forces that could impact 
future investment trends negatively, and it  
is worth noting that there is a track record  
of Chinese deals in the UK that fail, or never 
really materialise.26

In our assessment the major potential 
obstacles facing Chinese firms investing  
in the UK include:  

BREXIT
With a deal still to be hammered out on the 
terms of the UK’s exit from the EU, uncertainty 
over Brexit is inevitably going to slow some 
investment activity as the 29 March departure 
date grows closer. That said, given that many 
Chinese companies scouting for deals in the 
UK are looking for technology, brands and 
intellectual property they can adapt for their 
home turf, rather than using the UK as a 
springboard to the European market, leaving 
the EU is unlikely to dramatically reshape how 
the UK is perceived by Chinese companies and 
investors. Indeed, the prospect of a future 
bilateral trade agreement between the UK and 
China following the Brexit implementation 
period may boost investment opportunities.

PROTECTIONISM AND  
SECURITY CONCERNS 
Overall political rhetoric against Chinese 
investment in the UK has been mild compared 
to the discourse heard in the US and Australia, 
where some potential investments have been 
blocked on national security grounds.27

However, there are signs of the UK taking a  
more conservative tack, with two recent deals 
attracting scrutiny. CGN’s investment in the 
Hinckley Point C nuclear power plant was 
briefly halted when Prime Minister May took 
office in 2016 due partly to concerns about 
Chinese investment in critical national 
infrastructure, according to media reports.28 
Concerns were also raised in some quarters 
over UK data centre and cloud provider Global 
Switch, which is now majority-owned by 
Chinese investment consortium Elegant 
Jubilee.29, 30 Australia’s Department of Defence 
has said it would not use the company’s data 
centres when its contract with Global Switch 
expires in 2020.31 
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In June 2018, the UK lowered the company 
turnover threshold for intervening in a deal 
from 70 million to 1 million pounds.32 
Following a white paper on infrastructure 
and national security released in July,33 it 
looks likely that the UK will adopt a US-style 
foreign investment screening regime to 
allow for greater political intervention on 
national security grounds. As of now, and 
unlike the US, Canada or Australia, the UK 
lacks a single dedicated body to scrutinise 
foreign investments. 

The government says it expects 200 
transactions to be assessed by the 
proposed new mechanism, with 50 or so 
expected to subject to conditions or 
prohibited outright.34 This will mean a 
significant jump in enforcement activity and 
will add complexity to investing in the UK - 
something Chinese business will need to 
take into account and seek professional 
advice on. 

However, there are few indications that the 
UK will dramatically shift its ‘open for 
business’ stance towards China. UK 
politicians appear deeply committed to 
pursuing a bilateral trade deal with China in 
the wake of Brexit. In February, Prime 
Minister May and President Xi agreed to 

hold a joint trade and investment review - 
regarded as a first step towards such a 
deal. British chancellor of the exchequer 
Philip Hammond has been keen to 
downplay any suggestion that the new 
regulations are aimed at China. In June, he 
wrote in Caixin, a leading Chinese financial 
publication, that the UK was committed to 
free and open trade.35 

COMPLIANCE
The UK’s tradition of openness and 
transparency, and a lack of comparable 
regulation in their home market, means 
Chinese investors sometimes underestimate 
compliance requirements of investing in the 
country – and the UK’s departure from the 
EU may further complicate the picture. 
Major areas of concern include customs 
control and overseas recruitment. Departing 
the EU could leave the UK with very different 
tariff structures and the last-minute nature 
of negotiations means there may be a limited 
period to prepare for any changes. The UK’s 
immigration system will also change post-
Brexit, potentially impacting how EU 
citizens can be recruited, but also possibly 
creating a more level playing field for global 
skilled recruits, including from China.36
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Even factoring out Brexit, there are other 
compliance areas that require close 
attention, including: 

TAXATION
One recent study found the UK tax code 
has more than doubled in size over the last 
decade, reaching over 11,000 pages.37 
Authorities are in theory free to update rates 
and duties every year, and there are also 
multiple taxes at the national and devolved 
regional level (ie. in Scotland, Wales and 
Northern Ireland) that companies must 
keep abreast of. Corporate tax deadlines 
can vary depending on a company’s financial 
year, which is not necessarily fixed to the 
calendar year end as in China. Procedures 
in areas like deductions and value added tax 
tend to be stringent and require a high level 
of detail. 

EMPLOYMENT, HEALTH AND SAFETY
Workers in the UK enjoy a relatively high 
number of protections that companies must 
factor into planning; everything from hiring 
to compensation structures and workplace 
design. Recent changes, for example, 
include a requirement for enterprises of a 
certain size to publish information on 
gender pay differences in their workforce, 
and the introduction of more mandatory 
benefits for informal workers.38 It is also the 
employer’s responsibility to provide a safe 
working environment and a defined health 
and safety policy.39 Penalties for breaches 
of these kinds of regulations can be severe. 

DATA PROTECTION
The European Union’s introduction of the 
General Data Protection Regulation (GDPR) 
puts a significant onus on businesses to 
protect consumer data rights, including 
obtaining the consent of the data owner 
prior to use, reporting breaches and 
responding promptly to consumer data 
requests.40 GDPR requirements will likely 
persist even in a post-Brexit scenario since 
many companies will continue to conduct 
business in Europe. As there is no such data 
protection tradition in China, Chinese 
investors may fail to grasp the extent of the 
policies and procedures required.

These issues argue for Chinese  
firms seeking the support of  
a knowledgeable local partner 
who can help ensure their 
operations are compliant and 
continuously up-to-date across 
taxation, accounting, employment 
and data policy - especially as 
factors like Brexit seem likely  
to rapidly shift the picture in 
some areas. Securing such  
a partnership will free investors 
to concentrate on the more 
strategically important tasks  
of cultivating their UK presence 
and building relationships  
with local enterprises and  
the community.
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A M I D  C H A N G E ,  C A U S E  F O R 
O P T I M I S M

Despite areas of concern there are 
ample reasons to believe in a bright 
future for Chinese investment in  
the UK.  

As it prepares to leave the European Union, the UK 
is on the hunt for new global partners and China is 
a natural fit. There are already signs Brexit could 
actually strengthen focus on the UK’s bilateral 
relationships and galvanise efforts to secure 
deals with leading trading partners outside the EU.41  
In this regard, Beijing has made positive noises, 
with the Commerce Ministry agreeing in August 
to discuss a “top notch” trade deal.42

Equally important, the UK’s flourishing intellectual 
and service-orientated industries - notably research, 
healthcare, finance, education, creative and 
professional services, now among the main drivers 
of economic growth43 - align directly with China’s 
ambitions to upgrade its own economy, boosting 
the likelihood of cross-investments and partnerships. 

Carefully structured and executed investments  
in the strategically relevant sectors that the UK 
offers, supported by the experience and expertise 
of a partner on the ground, can position Chinese 
companies to seize opportunities for the long-
term success of their operations in a major 
market that will remain a strong advocate of free 
and open trade and a vital part of the global 
economy, regardless of how its relationship to  
the rest of Europe changes.
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