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Abstract: The This paper compares findings from two scholarly investigations conducted in 2019
and 2022, exploring the logic and financial repercussions of China's direct investments in Germany.
The initial study, undertaken in 2019, aimed to differentiate Chinese investments from other
international investments within Germany, examining hypotheses concerning aspects like corporate
expansion, financial success, and exposure to risk. Through the application of regression analysis,
this research did not uncover significant disparities in these parameters among firms acquired by
Chinese entities compared to other international investors. Notably, it observed a tendency among
Chinese investors to favour transactions involving assets, frequently associated with companies
facing insolvency. In 2022, a subsequent investigation utilized both descriptive and multivariate
statistical methods to reassess these elements. Aligning with prior results, traditional financial
measures such as corporate growth, profitability, and risk did not substantially affect the probability
of acquisitions by Chinese investors.

The uniformity of these outcomes in both studies suggests that solely financial indicators do not fully
account for the decision-making process in Chinese investments in Germany.
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Summary: 2019 Study

The academic article ‘Targets and Impact of Chinese Direct Investment in Germany — An
Empirical Analysis by Lochel/Sachtig published in 2019 was dedicated to the ongoing debate
regarding the rationality of Chinese direct investment in Germany. The focus of the study was on
the question of whether Chinese investments have an economic significance that distinguishes them
significantly from other foreign direct investments in Germany. In addition, the study analysed the
development of companies with Chinese direct investments in comparison to their previous
development.

Hypothesis Testing

The authors first formulated hypotheses postulating an interaction between direct investment and
economic characteristics. These hypotheses were tested using a comparison group to find out
whether Chinese investments are economically unique. The hypotheses formulated are as follows:

H1: The growth of a company has a positive influence on the likelihood of being acquired by a
Chinese investor.
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H2: The profitability of a company has a positive influence on the likelihood of being acquired
by a Chinese investor.

H3: Lower business risk has a positive influence on the likelihood that a company is acquired by
a Chinese investor.

To test these hypotheses, the authors utilised a regression analysis and used various economic
indicators such as the number of employees, gross profit, EBITDA, equity ratio, and total assets as
independent variables. The dependent variable was coded binary and represented differences
between the two categories “Chinese target” and “other target” of the companies. The study chose a
multilevel analysis with random slopes as the statistical method. The three-level model showed the
highest explanatory power based on Akaike (AIC) and Bayesian information criterion (BIC) values
and confirmed the absence of multicollinearity.

The results of the hypothesis testing showed that none of the formulated hypotheses could be
significantly confirmed: No significant differences were found in the growth, profitability, or
business risk of companies acquired by Chinese investors compared to other foreign investors.

The study also analysed other independent variables such as the type of deal and the accounting
standard. A positive correlation was found between the probability of a company being acquired by
a Chinese investor and asset deals. This might be due to the fact that Chinese investors often acquire
insolvent companies, which in most cases are handled as asset deals.

Post-Merger Analysis

The article went on to analyse the development of Chinese-invested companies in Germany
following mergers. This involved a comparison of the companies over a period of four years before
the takeover and five years after the takeover. The analysis focussed on economic indicators such as
growth, profitability, and business risk.

The evaluation of the post-merger analysis shows mixed results. While some economic
indicators such as gross profit and number of employees showed positive trends before the takeover
and negative trends after the takeover, other indicators such as total assets, equity, and EBITDA
showed negative trends before the takeover and positive trends afterwards. Business risk and
profitability show a tendency to improve after the takeover.

Conclusion of previous research

Ultimately, the article concludes that despite the lack of significant differences between Chinese
and other foreign investments in Germany in terms of growth, profitability, and business risk, the
observed development of Chinese-invested companies after the takeover appears to be positive.
However, it should be noted that the period analysed includes the financial and economic crisis of
2008, which may have influenced the results.

Overall, the study provided insights into the rationality of Chinese direct investment in Germany
and suggests that Chinese investors may follow similar economic and business strategies as other
foreign investors. Furthermore, the study emphasised the positive contribution of Chinese direct
investments to Germany's economic development, especially through acquisitions of companies
facing insolvency.

Results of the Second Wave

In 2023, an additional study was conducted taking into account transactions until end of
December 2022 and the obtained results were compared with the findings from the previous study
conducted in 2018. This analysis considered a variety of variables that could potentially influence
acquisitions by Chinese investors.
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Descriptive Statistics

The analysis began with descriptive statistics, examining the distribution of the dependent
variable (“acquisition by Chinese investors”) over time. It was observed that the distribution of
values “0” and “1” in the target variable remained constant over time. This suggests that the
dependent variable remained stable across all companies throughout the various periods.

Subsequently, an examination of the distribution of metric independent variables across different
years was conducted, revealing differences between the years, particularly in terms of means. These
differences could indicate the presence of outliers in the data. To address this issue, various data
cleaning methods were applied, including the removal of extreme outliers and the application of the
winsorizing method to limit outliers to less extreme values.

Categorical independent variables, such as industry, type of transaction, billing, and deal, were
visualised using bar charts. It was observed that some industries were more frequently represented
than others, while the categories “billing” and “deal” exhibited largely uniform distributions. It was
noted that categorical variables remained constant over time, indicating that the attribute values of
the companies did not change significantly.

Multivariate Statistics

In the next step, a logit model and a mixed model were computed and modelled to analyse the
data. The primary objective of this analysis was to explain the binary dependent variable “target”,
incorporating five metric and four categorical independent variables into the model.

Given that measurements for a specific ID were considered dependent on each other, a multilevel
model was employed, with IDs integrated as a second level into the model. Initially, a simple logit
model was estimated to provide an initial overview of the data. This model was chosen due to the
binary distribution of the dependent variable.

The interpretation of the estimated parameters in the logit model was facilitated by calculating
the odds ratio of the coefficients to analyse their effects on the probability of the dependent variable.
An odds ratio below 1 suggests a lower likelihood of the value “1”” compared to the value “0”, while
an odds ratio above 1 indicates a higher likelihood of the value “1”.

The model’s goodness-of-fit was assessed using information criteria such as AIC and BIC, where
smaller values suggest a better-fitting model. It was found that models with and without
winsorization of the data yielded similar results and comparable information criteria.

The analysis of categorical variables revealed that certain industries and the “deal” variable had
a significant impact on the dependent variable, while the metric variables did not exhibit significant
effects. Multicollinearity was also explored, with no problematic values identified.

Finally, a mixed model was applied to better account for dependencies in the data, incorporating
multiple levels into the model, including ID and industry as additional levels. The results of the
mixed model displayed similar patterns to the simple logit model.
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Table 1. Results of the regression analysis

Modell 1
0,192
0,024
-1,190
-1,420
-0,052
0,717
4,990

17,200***

3,570
0,241
-11,700
-11,700*
-12,800***
0,426
-14,000***
-13,700***
-15,900***
-14,700***

7,030
-151,000
344,000
443,000

789

Modell 2
0,111
-0,049
-0,999
3,810
-0,278
4,130
5,660

17,200**

-9,880
4,600
-6,090
-11,200*
-9,520*
4,150
-9,330***
-7,450*
-13,100
-1,850

-7,500
-158,000
357,000
455,000

789

| Modell 3 |

0,205
0,037
-0,435
-1,240
0,064
1,630
6,140
15,000**

2,460
1,700
-9,580
12,700**
-14,100**
1,240
-13,200***
-13,400***
-15,600
-6,150

1,580
-152,000
348,000
450,000

789

*p<0'1; **p<0'05; *k*k
p<0,01

Modell 4
0,324
-0,031
-0,127
-2,500
0,086
1,100
1,270

16,600**

3,970
4,580
-9,760
-10,400*
-8,520*
5,700
-10,200***
-8,930**
-10,600
-7,160

4,910
-154,000
352,000
454,000

789

In summary, the analysis revealed that the growth, profitability, and business risk of a company

Hypothesis Testing

alone did not have significant effects on the likelihood of being acquired by Chinese investors.

H1: The growth of a company has a positive influence on the likelihood of being acquired by a

Chinese investor.

The analysis did not reveal significant effects of the metric variables (growth) on the likelihood

of being acquired by Chinese investors. Therefore, this hypothesis cannot be confirmed.

H2: The profitability of a company has a positive influence on the likelihood of being acquired

by a Chinese investor.

Similar to H1, the metric variables (profitability) did not exhibit significant effects on the
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likelihood of being acquired by Chinese investors. Hence, this hypothesis also cannot be confirmed.

H3: Lower business risk has a positive influence on the likelihood that a company is acquired by
a Chinese investor.

The analysis did not demonstrate significant effects of the metric variable (business risk) on the
likelihood of acquisition. Thus, H3 cannot be confirmed either.

Overall, it can be concluded that the acquisition of companies by Chinese investors in the
available data is not significantly influenced by the growth, profitability, or business risk of the
companies. Other factors not considered in this analysis appear to play a more significant role.

Differences and Similarities

Analysing the results from the two waves of the survey in 2018 and 2022 revealed some
similarities and differences with regard to the factors that influence the acquisition of companies by
Chinese investors.

One important similarity was that none of the hypotheses relating to growth, profitability, and
business risk could be significantly confirmed in both survey waves. Neither the growth,
profitability, nor business risk of the companies showed significant effects on the likelihood of a
takeover by Chinese investors. This suggests that these financial metrics alone are not sufficient to
explain Chinese investors' interest in German companies.

Another common finding was that the industry and the type of deal were significant factors
influencing the likelihood of a takeover by Chinese investors. Certain sectors, such as electronics,
energy, healthcare, mechanical engineering, metal processing, food, and textiles, were more
frequently targeted by Chinese investors in both waves of the survey. This suggests that sector
affiliation has a decisive influence on Chinese investments and that this effect has remained stable
over the years.

However, there were also differences in the specific sectors that were significant in each survey
wave. In the first wave of the survey (2018), certain industries such as electronics, energy,
healthcare, mechanical engineering, metal processing, food, and textiles were identified as being
significantly positively influenced by Chinese investors. In the second wave of the survey (2022),
the picture was slightly different, with some of the above-mentioned sectors remaining significant,
while new sectors such as automotive and biomedicine (healthcare) saw a noticeable increase in
significance. This suggests that the preferences of Chinese investors may have shifted slightly over
time.

The type of deal, particularly asset deals, was found to be a significant influencing factor in both
waves of the survey. Chinese investors apparently favoured asset deals, which could indicate a
possible strategy in which they become active in crisis situations or in companies with special
resource interests.

In addition, financial metrics (growth, profitability, business risk) alone were found to be
insufficient to explain Chinese investors' decisions. This emphasises the importance of other, non-
financial factors such as strategic goals, technology access, or market access in their decisions.

It is important to note that analysing the results also required some methodological
considerations, including cleaning the data of outliers, applying multilevel models, and checking for
multicollinearity. Overall, the results illustrate that the acquisition of companies by Chinese
investors depends on a variety of complex factors that go beyond financial performance.

Impulses for Future Studies
Identifying significant industries and their changes over time in relation to Chinese investment
in German companies opens up a wide range of research opportunities and provides important
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insights into the dynamics of the global economy. This research is of great importance as it can help
to make informed economic and policy decisions for both Germany and China.

One promising research direction is an in-depth industry analysis. In this context, a more
thorough examination of the reasons why certain sectors are more attractive to Chinese investors
than others could provide important insights. This requires a deeper analysis of market trends,
competitive environments, regulatory changes, and other factors that could influence these
preferences.

Another important research direction is to analyse long-term trends in the investment activities
of Chinese companies in Germany. Such an analysis could shed light on whether these are temporary
shifts or long-lasting changes. Investment cycles and global economic developments could be
tracked over the years.

It is also important to analyse the influence of global events on the preferences of Chinese
investors. This includes analysing events such as trade wars, political tensions, or pandemics and
could provide important insights into the impact of such events on investment decisions.

Qualitative research approaches, such as interviews with Chinese investors or German managers,
could provide a deeper understanding of the underlying motives and decision-making processes
behind investments and make the results of quantitative analyses easier to interpret.

Comparative studies between Germany and other European countries could show whether the
preferences of Chinese investors in Germany are similar or different to their preferences in other
European countries. This could reveal differences in investment strategies.

Another line of research is risk analysis, in which the influence of business and market risks on
the investment decisions of Chinese companies is analysed. Such an analysis could contribute to the
development of models for predicting investments and help to better manage risks.

It is equally important to analyse the impact of political decisions and geopolitical tensions on
Chinese investments. This research could help to assess political risks and develop policy strategies.

Finally, research on the integration and management of acquired companies by Chinese investors
could provide insights into the long-term impact of such transactions on the companies concerned.

These different lines of research could help to develop a more comprehensive understanding of
the dynamics of Chinese investment in Germany. This in turn could serve as a basis for informed
economic and political decisions, which are of great importance for both Germany and China.
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AKTYAJIM3AIIUS HA IIEJUTE U Bb3JIENCTBUETO HA IPEKUTE KUTAWCKH
NMHBECTHUIIMU BI'EPMAHUA

Pestome: B cmamusma ce cpasuasam pezyimamume om 08e HAYYHU U3CTIe08aHUSA, NPOBEOEHU Npe3
2019 2. u 2022 2., 6 koumo ce uzciedsam JO2UKAMA U QUHAHCOBUME NOCIeOUYU Om NpeKume
unsecmuyuu na Kumaii 6 I'epmanus. [Ivpeonauannomo npoyusane, nposedero npes 2019 2., umauie
3a yen 0a pasepaHuyyu KUMAUCKume UHBECMUYUU OM Opy2U MeHCOYHAPOOHU UHBECTMUYUU 8
I'epmanus, kamo paseneoa xunomesu, OMHACAWU ce 00 ACHeKMU Kamo KOPpRopamueHa eKCnau3sus,
@unancos ycnex u usnazane na puck. Upes npunazarnemo na pecpecuoner aHanu3 moea usciedsane
He pas3Kpu 3HAYUMenHU pa3iudus 6 me3u napamempu cpeo upmume, npuooOUMU om KUMaucKu
cybekmu, 8 cpasHenue ¢ Opyau mMexncoyHapooHu uneecmumopu. Ilo-cneyuanno npu kumaickume
uHgecmumopu ce Habno0aséa MmeHoeHyus 0a Npeonovumam MmpaH3aKyuu, 6KIYEAUU AKMUEU,
Yecmo c8vp3aHu ¢ Opydcecmea, unpasenu nped nHecvcmosmennocm. Ilpesz 2022 2. 6 nocredsawo
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npoyueane 65Axa U3NON36AHU KAKMO ONUCAMETHU, MAKA U MHO2OMEPHU CIMAMUCMU4ecKy Memoou
3a noemopHa oyeHKa Ha mesu eleMmenmu. B cvomeemcmeue ¢ npeduwmume pesyimamu
mMpaouyuoHHume  (QUHAHCOBU  NOKA3AMenU, KAmo HaAnpumep KOPHNOpPAmueeH pacmedr,
DPEHMAabUIHOCM U PUCK, He NOGIUAXA CHUeCMBEHO 8bpX) GEPOIMHOCMMA 3a npuoodusamne om
CMpana Ha KUMaticKume uH8eCmumopu.

Eonakeocmma na me3u pe3ynmamu u 6 0eme HNpOYYBAHUA NpeOnoidazd, uye eOUuHCMEeHO
@unancogume nokazamenu He OMUUMAM HANBIHO NPOYeca HA B3eMaHe HAd peuleHus npu
Kumatickume uneecmuyuu 6 I epmanus.
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