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Leveraging international investment opportunities
in a global economy
Foreign direct investment has increased exponential-

Within the European Union, the UK received USD299

ly during the last few decades as the desire for global

billion of FDI in 2016, according to the World Bank, a

trade and international influence increases among corpo-

clear indicator of its status as a gateway to Europe for

rations, and trade barriers fall away. Once the preserve

international businesses. How Brexit will affect this figure

of western conglomerates, FDI is now practised by busi-

remains to be seen, given Germany, the next biggest re-

nesses of all sizes across a wide array of industries.

cipient, welcomed just USD52 billion of investment.

Figures from the World Bank show how the FDI land-

Elsewhere, India received close to USD45 billion of in-

scape is unrecognisable today, compared to 50 years

ward investment in 2015, indicating its rapid rise towards

ago. In 2016 there was USD1.7 trillion of FDI globally,

becoming a global superpower.

while in 1970 that figure was just USD10 billion. The number of countries receiving FDI has also increased, with
official World Bank figures recording around 80 countries
receiving significant FDI during 2016.

These trends are set to continue as more governments
recognise the importance of FDI to the health of their
economies. Most offer tax incentives or rebates for investment in specific industries or regional areas in need of

Developed western nations are still big recipients of FDI,

redevelopment. Investment in research and development

but emerging markets, particularly in Asia are fast catch-

is often highly sought after, as is new technology that can

ing up due to their large, rapidly developing populations

replace jobs lost to the contraction of old industry.

and more investment friendly outlooks.

This IR Virtual Series aims to identify the various oppor-

In 2016, North America received USD456 billion of FDI,

tunities for FDI that are available in a cross-section of

and the European Union USD656 billion, while the Asia

countries. The feature will explore the general landscape

Pacific region received USD450 billion. The largest re-

for FDI, various incentives available to investors and any

cipient in the Asian region was China which received

specific opportunities in each jurisdiction.

USD170 billion of investment, as western organisations
sought to access the lucrative Chinese market.

You will hear from IR Global members in the USA, Germany, UK, Italy, China, Korea, India and the UAE.

The View from IR
Rachel Finch
CHANNEL SALES MANAGER
Our Virtual Series publications bring together a number

Each discussion features just one representative per ju-

of the network’s members to discuss a different practice

risdiction, with the subject matter chosen by the steering

area-related topic. The participants share their expertise

committee of the relevant working group. The goal is to

and offer a unique perspective from the jurisdiction they

provide insight into challenges and opportunities identi-

operate in.

fied by specialist practitioners.

This initiative highlights the emphasis we place on collab-

We firmly believe the power of a global network comes

oration within the IR Global community and the need for

from sharing ideas and expertise, enabling our members

effective knowledge sharing.

to better serve their clients’ international needs.
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Phone: +1-818-933-3838
Email: jstein@aliantlaw.com

Phone: +91 44 42048335

Jacob Stein is a partner in the Los Angeles

Email: seshwar@eshwars.com

office of Aliant, an international law firm large-

Eshwar Sabapathy is a fellow member of the

ly focused on cross-border legal work. Jacob

Institute of Company Secretaries of India and

represents highly successful small and middle

holds a Bachelor Degree in Commerce and a

market companies around the world in all as-

Bachelor Degree in Law.

pects of international taxation and cross-border M&A.

He practices in the areas of drafting and review
of contracts, tender and bidding documents,

Jacob also represents many ultra-high net

mergers and acquisitions, corporate govern-

worth individuals and families around the world

ance, liquidations & winding-up, foreign trade

(including several on the Forbes 400 list and

and international transactions and mediation.

many prominent Silicone Valley luminaries)
and assists them with complex international
tax and estate planning, and asset protection.

The genesis of S Eshwar Consultants tracks
back to the year 1921, when it started litigation as its primary practice and has in the last

Over the course of his career Jacob has pub-

decade branched out to providing legal servic-

lished several books (including A Lawyer’s

es in other areas. Prior to leading the firm, Mr.

Guide to International Joint Ventures), dozens

Eshwar headed up the legal function in India

of peer reviewed articles and has taught over

for a Fortune 25 multi-national company based

500 seminars to lawyers around the world.

in Japan.

Jacob chairs the Aliant legal counsel, is a pro-

The firm derives strength from a strong re-

fessor of taxation at a Los Angeles university,

search-oriented approach, setting up process-

and is an avid practitioner of mixed martial

es backed by maximum exploitation of modern

arts.

technology.
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Dr. Istvan Szabados is a founding partner of

Mark is a Consultant to Ahnse law firm. He be-

Europe Emirates Group is a global firm provid-

DSC Legal, specialising in advising on a broad

gan his career in the City of London with Abra-

ing a wide range of legal and fiscal services.

range of real estate transactions, project devel-

hams Dresden Solicitors becoming a partner

A team of business strategists and profession-

opments and finance, across all asset classes

there before moving to rhw Solicitors. He has

als, who place the customer at the centre of

(office, residential, hotel, nursing, logistics, and

lived and worked in Asia since 2007.

their approach and always strive to seek out

retail).

Mark has worked with Ahnse since 2013. He

and tailor solutions to perfectly match their

Istvan advises on investments and transactions

works with the firm’s foreign clients – in bound

customers’ needs.

in the area of corporate law and renewable en-

and out bound. Ahnse is committed to provid-

Europe Emirates Group is an independent,

ergy projects. His expertise encompasses the

ing high quality legal advice at a fair price. It

efficient provider that guarantees absolute

structuring of joint ventures and legal advice

has a broad corporate and commercial prac-

confidentiality in all matters. In a world full of

in relation to asset and property management

tice having both locally and foreign qualified

complicated and rapidly changing regulations,

issues. As a notary, he is mainly involved in

lawyers.

they aim to provide a clear path, providing best

property transactions, including the partition-

advice regardless of how large or small a cli-

ing of buildings into condominium ownerships

ent’s business is; offering excellent services, at

and the sale of condominiums, as well as the

competitive pricing.

foundation of companies, the sale of shares
and corporate restructuring.

The team brings together a wealth of experience and expert knowledge - employing finan-

Istvan studied law at the Humboldt University

cial specialists, accountants, bankers, char-

in Berlin, in Kingston-upon-Thames (UK) and in

tered secretaries, lawyers and international tax

Sydney (Australia), and passed the bar exam

and trade experts to ensure the best solutions

in Berlin in 2002. Prior to the foundation of

in a friendly, helpful and customer-centered

DSC Legal in 2010, he worked as a lawyer

service, which explores the latest business

in international law firms. Istvan received his

solutions, providing excellent value for money,

doctor’s degree from the Faculty of Law of

without sacrificing quality.

Europa-Universität Viadrina Frankfurt (Oder) in
2013, and was appointed as a notary in Berlin
in 2017.
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Tommaso Fonti is a partner of Bacciardi and

Mr. Pang is the founder emeritus and former

David trained as a Chartered Accountant with

Partners and the Head of its International Tax-

Managing Principal of IPO Pang Xingpu, a pre-

Price Waterhouse before moving into com-

ation Department. He specialises in interna-

mier international law firm well known for its

merce, working in the distribution of branded

tional taxation, EU VAT law and VAT applica-

ability to obtain difficult, hard to get licenses,

products.

ble to cross-border transactions, national and

permits, approvals and government support

transnational corporate law, establishment and

for entry by a foreign enterprise into highly reg-

regulation of joint ventures abroad, and expa-

ulated Chinese industries. These include phar-

triation of Italian personnel abroad and impatri-

maceuticals,

ation of foreign personnel in Italy.

television, information technology and retailing,

He holds a law degree from Bocconi Universi-

gaming,

telecommunications,

weaponry.

As well as working in finance, David has lots of
experience in management roles, overseeing
different disciplines including sales, HR, payroll, finance, tax and legal.
David is currently responsible for helping companies with their global expansion strategy

ty, Milan and a Master in International Taxation

Mr. Pang actively represents foreign compa-

held by Il Sole 24 Ore – Training and Events

nies interested in doing business in China,

Business Unit, Milan. He also has an LL.M.

splits his time between China and the US, and

(Master of Laws), Master of Advanced Stud-

zealously protects his foreign clients’ intellectu-

ies in International Tax Law, International Tax

al property rights, including trade secrets, in a

F&L provides global mobility, tax, accounting,

Center, Leiden (The Netherlands).

country where IPR protection is still evolving to

audit, financial advice, employee benefits, pay-

reach international standards.

roll, legal, HR, IT and communications servic-

In 2008 he was the visiting attorney, Zumpano,
Patricios & Winker, Miami, US and in 2009 the

Mr. Pang is a noted expert on doing business

visiting attorney at Duane Morris, New York.

in the People’s Republic of China, an expert on

He has attended courses and seminars, both
in Italy and abroad, on international taxation
and secondment of Italian personnel abroad
and foreign personnel in Italy.

the legal and economic effect of China’s entry
into the World Trade Organization (WTO), and
a well-respected attorney and businessman
having represented, founded, operated and
sold a number of businesses ranging from

and execution, sourcing and managing partner
channels and global service delivery to help
companies succeed internationally.

es to multinationals and their employees. Their
specialist teams work together on a global
scale to help clients meet their obligations and
solve their problems. They are dedicated yet
flexible in their approach, and strive to build
lasting relationships with the people they advise.

internet and gaming companies to manufac-

In addition to offices in the USA and UK, F&L

turing and distribution companies located in

has partner firms in over 40 countries who are

the PRC.

experts across a wide range of industries.
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Q U EST I O N 1

What specific FDI opportunities exist in your jurisdiction
and how can they be leveraged by investors?
China –Peter Pang (PP) China is currently the second

You might hear Donald Trump thinking of becoming iso-

largest economy in the world, with a population of 1.3

lationist, but in China we are taking the view that it is the

billion. It is also the largest internal market in the world

right time to invest. Our mantra is ‘he who owns the gold

with great potential for foreign companies.

rules’.

China has been known for years as the base for low-cost

The number of restricted industries used to include me-

production and manufacturing is still the sector that at-

dia, mining, financial services, lawyering, and education.

tracts the most foreign investment. However, due to lower

There were 93 different restricted industries in which you

labour and transportation costs, Asian countries such as

either had to have a local partner or could not be a 51

Vietnam, Thailand and Malaysia are becoming more pop-

per cent owner. That number has dropped to about 30,

ular destinations for low-cost country sourcing (LCCS).

so that just about the only thing restricted right now would

Real estate and business services come in second and

be the same as you might see in any other country – in-

third in attracting the most FDI.

dustries such as military, power or nuclear. A lot of foreign

The most popular destinations for foreign investment have
been coastal cities and special zones such as Shenzhen,
Hainan and Zhuhai. The government has set various pilot

investment is very encouraged, particularly battery technology and rail technology where China is the number
one in the world and already exports to other countries.

trade zones and granted various tax incentives in these

UK –David Jenkins (DJ) Peter it is good to hear about

regions to attract foreign investment. The biggest gov-

the loosening of previous restrictions in China, I hadn’t

ernment initiative in encouraging foreign investment had

appreciated that those steps had been taken around own-

been its project of Free Trade Zones (FTZ).

ership. FDI is well established in the UK and with this

The initial four are Shanghai, Guangdong, Tianjin and
Fuijan, and, due to the high numbers of foreign companies that established in these zones, the government is

goes a degree of regulation and specific detail. It is best
to seek professional advice in order to make the most of
what is on offer.

opening up seven new ones. They are designed to at-

There are many different types of UK FDI and availability

tract foreign investment to Central and Western China,

depends on industry sector, region and size of invest-

with the goal of contributing to the development of the

ment.

One Belt, One Road initiative. The new FTZs will be located in Chongqing, Henan, Hubei, Liaoning, Sichuan and
Shaanxi.

In its simplest form, UK FDI can be seen in how easy it
is for foreign companies to set up a branch or register a
limited company in the UK, and, unlike some other territo-

MOFCOM (the Ministry of Commerce for the People’s

ries, there is no requirement for the appointment of local

Republic of China) have announced that they will be

UK company officers. Corporation tax rates are as low as

encouraging investment in high technology and renew-

19 per cent and apply to all UK companies regardless of

able energy in the coming years. They will be offering

where and by whom they are owned. There are also bene-

tax incentives and an easier registration processes for

fits of an established legal system for both corporates and

companies willing to invest in these sectors. The govern-

individuals. Unlike some other territories, the incidence of

ment already offers corporate tax reductions, packages

corruption is almost non-existent and procurement pay-

of reduced income taxes, lower import/export duties for

ments are unheard of in the UK.

foreign investors and funding for start-ups.

A further benefit is the size of the market immediately

According to the OECD, Germany is also one of least

available to investors with the UK being the fifth biggest

restrictive major business location worldwide in terms of

economy in the world. Infrastructure, technology and

foreign equity restrictions, discriminatory screening or ap-

communication platforms are amongst some of the best

proval mechanisms, restrictions on key foreign personnel

and they are readily available to the UK’s highly skilled

and operational restrictions.

workforce.

Incentive programs in Germany are available through dif-

China –PP Chinese parties often have a lot of money and

ferent public funding instruments and for different funding

many are looking overseas. There are restrictions, due the

purposes. Funding requirements can include investment

government’s focus on internal development, but there

projects, research and development activities, person-

are always interested parties, if opportunities such as tax

nel recruitment, working capital needs or other specific

rebates or incentives are available. Are there such things

purposes. The different incentives instruments including

in the UK that we could pass along?

grants, loans and guarantees are generally available for

UK –DJ While the UK government targets an excellent
ongoing business environment over temporary grants or
financial incentives, there are still some tax breaks, hubs

all funding purposes and can ordinarily be combined;
thus matching the different business activity needs at different development stages.

and loans/funding assistance available, with government

All incentives programs define eligible economic activities

representatives providing guidance on making claims.

as well as the kind of support available. Public funding

For instance, there are attractive tax incentive routes for
R&D expenditure. The tax allowances for that are often
more than 100 per cent of the cost itself. Real incentives

depends on project-specific factors such as the planned
investment, investment location plus the investment size
and structure.

also exist in areas of the UK where there are programmes

Production site set-up or service location development is

of regeneration, designed to replace historical heavy in-

supported by investment incentives programs providing

dustry.

support in the form of cash grants. The most important

Germany –Istvan Szabados (IS) Recent studies show
that Germany is the most attractive business location
in continental Europe. According to the German federal

grant program for investments is the ‘Joint Task Improving
Regional Economic Structures’ (Gemeinschaftsaufgabe
“Verbesserung der regionalen Wirtschaftsstruktur”).

economic development agency (GTAI) Germany attracted

Labour-related incentives play a significant role in reduc-

more than 3,600 foreign direct investment (FDI) projects

ing the operational costs incurred by new businesses.

in 2016, mainly new settlements, corporate expansions

Germany’s Federal Employment Agency and the German

and relocations, which is a new record. More than 1,700

Federal states offer a range of labour-related incentive

FDI projects in 2016 were mergers or acquisitions. The

programs designed to fit the different company needs

most popular sector for investments in 2016 was corpo-

when building a workforce.

rate and financial services, followed by information and
communications technology and software.

Public loans occupy an important position in the German
funding system – at Federal (KfW Group), Federal state

There are various business location factors that are ex-

(state development banks) and EU (European Investment

ceptionally strong in Germany. These include infrastruc-

Bank) levels. Long credit periods, attractive interest rates

ture (telecommunications and logistics), Germany’s lo-

and repayment-free periods are the most important fea-

cation in the centre of the European market, workforce

tures of this funding instrument. Small and medium-sized

qualification and a strong domestic market.

enterprises in particular are often entitled to preferential conditions. A further advantage exists for investors
through the possibility of combining public loans with
other forms of incentives such as grants for investments,
R&D projects or personnel.
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South Korea –Mark Benton (MB) Korea must be viewed

These opportunities are great, despite the perceived po-

from an historical perspective. When the Korean War end-

litical instability in North Korea. Foreign companies are

ed in 1953 Korea was on its knees - one of the poorest

cautious because Seoul is just 30 miles from the demil-

countries in the world. It modelled its economy on Ja-

itarised zone (DMZ), but there are real opportunities in

pan, encouraging the development of huge family-owned

fashion, financial services, biotech and pharma.

conglomerates, arguably to the detriment of SMEs. They
wanted to be a nation with companies capable of trading
with the world and they were successful in that goal, initially with heavy industries such as steel, construction and
shipbuilding before becoming a power house in automobiles and electronics.
In the mid-90s, Korea suffered during the Asian Financial
Crisis. There were pre-existing systemic issues in Korea
which were exposed as a result of the crisis, and a lot of
companies went bankrupt.
In the aftermath of the crisis, the government pursued a
very pro-FDI policy to encourage more foreign money to
come to Korea to help its economy. The Foreign Invest-

India –Eshwar Sabapathy (ES) There are about 10 industries in India where FDI is not permitted, things like
atomic power, lawyering, accounting and real estate.
There is no FDI permitted in the buying and selling of
land, but construction is not restricted.
India’s economy grew by 7.1 per cent last year, one of the
highest growth rates globally. This is compared to just 1.6
per cent in the USA.
We have a population of 1.25 billion and the demographic
is very favourable for investors, with a large portion of the
population below 35. This gives an idea of the consumption patterns and available workforce the country offers.

ment Promotion Act made FDI easier, and, at the same

In 2015 India overtook the US and China as the top glob-

time, various tax incentives and free economic zones

al destination for foreign direct investment. FDI between

were introduced.

October 2014 and May 2016 grew 46 per cent from

While the government was very encouraging of FDI, there
remained issues not least the fact that the economy was

USD42.31 to USD61.58 billion post the launch of ‘Make
in India’ campaign.

dominated by a handful of the family-owned conglomer-

The ‘Make in India’ campaign encourages people to

ates (chaebol) with a significant level of horizontal and

come and manufacture here, taking advantage of the

vertical integration This in itself presents a challenge to

cheap labour and the lower cost workforce. India is a

foreign companies wishing to enter the market. It has

peninsular, surrounded on three sides by water, so ex-

also suppressed the development of small and medium

ports become easy. Solar energy and renewables are a

enterprises.

big part of our growth story and there is a target to have

There is a lot of potential for Korea now though, for two
reasons.
Korea is a hierarchical Confucian society which is aspirational and therefore a great market for high end foreign
goods. There is also an ageing population structure, putting pressure on younger people, and they need foreign
investment to bring money into Korea. Also, the govern-

90 per cent of automobiles as electric by 2030.
India is the fifth largest defence spender across the
globe, and the government is giving a boost to domestic
manufacturing in defence. Foreign companies in defence
manufacturing are able to invest up to 49 per cent, automatically and 100 per cent in some areas, through a
government mechanism.

ment’s efforts towards fostering a more outward looking

There is also good potential for retail investment in India,

nation have started to pay dividends, though the process

as European and American brands make inroads into the

is a slow one.

country and enough disposable income moves into the
hands of people who want to spend money.



Lorenzo Bacciardi pictured at the 2017 IR ‘On the Road’ Conference in Singapore

The Indian Government has also established 200 special

Italy –Tommaso Fonti (TF) After a highly volatile period

economic zones (SEZs) across the country, all divided

of investment flow between 2008 and 2012, foreign di-

into dedicated areas such as IT, power, footwear etc. The

rect investments (FDI) in Italy have stabilised and reached

category ‘SEZ’ covers a broad range of more specific

USD 28.9 billion in 2016, making Italy the 15th recipient

zone types, including free trade zones (FTZ), export pro-

of FDI in the world, ahead of many major economies in-

cessing zones (EPZ), free zones (FZ), industrial estates

cluding France, Mexico, Spain and Japan. In particular,

(IE), free ports, urban enterprise zones and others.

investment projects in Italy rose by 62 per cent last year

In India the indirect tax regime changes we have introduced are really making an impact. We used to have a

and that was the largest increase among large EU economies.

multiplicity of indirect taxes, but now there is a single indi-

The most out-performing industries, which amount to the

rect tax on goods and services. That has radically altered

key sectors of the national economy, are the automobile

the ease of doing business, removing a significant barrier.

sector, the fashion and luxury sector, the pharmaceutical

China –PP I have heard a lot about the changes in India,
but Chinese investors who have attempted to invest in

and chemical sector, the aerospace sector and the hightech industry and new technology sector.

India usually come back with one common concern –

Other high potential sectors for foreign investments are

corruption. Is that changing, and how is the rule of law

real estate, tourism and food industry.

being followed in India?

The most attractive regions are those of the North of

India –ES That story is something which I wouldn’t deny,

Italy that receives considerable amounts of foreign in-

but in the last three years there has been a phenomenal

vestments. In particular, Lombardy, Emilia-Romagna and

change here. The Federal government has declared war

Veneto remain the favourite destinations for foreign inves-

on corruption, which has changed the attitude of Indian

tors: the three regions account for 67 per cent of FDI. On

bureaucracy.

the contrary the regions of South of Italy remain largely
ignored by international investors.
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Peter Diedrich pictured at the 2017 IR Annual Conference in Berlin

This is the reason why the Italian government has favored

Starting from 2017, 50 per cent of the income deriving

investments in the so called “Mezzogiorno” (i.e. regions

from the exploitation of selected IPs (such as patents, de-

of southern Italy, Sardinia and Sicily). More precisely, var-

signs or models, processes) will not be subject to income

ious regional aids are granted to investors who intend to

tax as part of the Patent Box Regime.

invest and carry out business in the Mezzogiorno. The
eligible projects must enable existing companies to be
modernised and developed, new technologies to be integrated and local resources to be exploited. In addition,
companies created in the aforesaid area in order to de-

Capital gains deriving from the sale of these assets are
fully exempt from income tax, provided that at least 90
per cent of the same capital gains are reinvested into
other assets of the same type.

velop a new industrial activity (outside sectors in decline)

The 2016 Stability Act introduces a tax credit in favour

may be exempted from corporate tax in all or in part.

of those businesses that purchase new assets between

The main tax incentives available for companies establishing a business in Italy include the ACE regime, which
reduces corporate or income tax by an amount determined with regard to the increase of the net equity of the
relevant taxpayer.
Research and development (R&D) incentives are also
important to be aware of. Up to the tax year 2020 (included), companies investing at least EUR30,000 (annually)
in some eligible R&D activities benefit from a tax credit equal to 50 per cent of the annual increase in R&D

2016 and 2019 and is aimed at production plants based
in the regions of Campania, Apulia, Basilicata, Calabria,
Sicily, Molise, Sardinia and Abruzzo. In particular, the tax
credit is up to 20 per cent for small enterprises, 15 per
cent for medium-sized enterprises and 10 per cent for
large enterprises.
China –PP Unless our clients in China are involved in
M&A, or unless they have a brand or customers in that
country, it is hard to make a case for investment from a
lower cost to a higher cost country.

expenses, compared to the average of the investments

The only way I can justify that is via incentives, do you

made in 2013, 2014 and 2015 (within certain limits per

have those in Italy?

tax year).

Italy –TF There are indeed opportunities for Italian-based

The surrounding Middle East and North Africa (MENA)

companies to lower costs due to some tax incentives (as

region is home to around 1.7 billion consumers. Across

explained above) as well as due to other social security

the region, the majority of the population is under 25,

and labour incentives, like a reduction or rebate in social

which bodes well for future purchasing power. The UAE

security contributions for those companies that enter into

is also located at the fulcrum of the booming India, Afri-

open term employment agreements. The trend is towards

ca and Asia trade triangle, which allows access to high

an economy that is open to foreign investments, linked to

growth markets.

a better performing economy.

The UAE government offers a large range of foreign inves-

The main issue when a foreign investor looks at the Italian

tor incentives, such as very low corporate taxes and 100

market is the judicial system. We have seen that when

per cent foreign ownership in ready-made sector-specific

providing assistance to our foreign clients. One of the

free zones. Currently there are no national taxes. Howev-

main questions posed is around how long judicial pro-

er, early next year the GCC region is set to roll out VAT at

ceedings take in Italy. Foreign investors are discouraged

a flat rate of five per cent.

sometimes because of this. The Government is doing
quite well at attracting investment from an economic perspective, but the next step is, in my opinion, to re-organise
the judicial system to increase the speed and application
of the law.

The UAE has a relatively mature banking system and is
home to a large network of investment companies, private
equity firms and brokerages –these allow for consumer
and institutional investment into bonds and the bourses.
The UAE has two well-liquidated bourses, Dubai Financial

UAE –Adrian Oton (AO) The UAE is one of the most in-

Market and Abu Dhabi Securities Exchange, which are

vestor-friendly locations in the Middle East. The country’s

open to foreign investors.

favourable business environment, transparent regulatory
system and central geographical position lend it a competitive edge as an FDI destination – both regionally and
internationally.
In the coming months, the UAE government is also expected to unveil a new FDI law to attract further investment. The law is expected to permit 30 free zones to
carry 100 per cent foreign ownership and to permit alien
shareholders more guarantees.

USA –Jacob Stein (JS) The United States continues to
be the world’s leading haven for foreign investment. Foreign investors choose the United States for its political
and economic stability, diversity of available investments
and a transparent judicial and financial system.
There is practically no corruption, a well-established system for structuring foreign investment and an open-minded philosophy that welcomes foreigners. Foreign investors feel a strong attraction to the US real estate market,

This liberal attitude has helped the UAE to be ranked

with significant funds flowing into states like California,

as one of the top 10 destinations for FDI inflows by the

Florida and New York. Recent years have seen significant

United Nations Conference on Trade and Development

foreign investment into the entertainment industry, various

(UNCTD). The country’s total investment inflows reached

sectors of manufacturing and the food and agriculture in-

almost USD100 billion in 2015, with Dubai, in particular,

dustry (including wineries and winemaking). Numerous

emerging as a major access point for foreign investments,

tax incentives are available to foreign investors and in-

with many companies using the emirate as a platform to

flow of foreign capital is encouraged through government

enter the wider region.

policy.
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Q U EST I O N 2

What are the pitfalls or potential barriers investors should
be aware of when considering FDI in your jurisdiction?
UAE –AO The UAE is currently facing a tough climate of

Foreign investment in industries and projects that are

weakened oil prices. This situation means that the coun-

deemed significant to national security (for example,

try is experiencing reduced GDP growth in the short to

ports and defense) is generally prohibited. The only pit-

medium term.

falls that foreign investors should be aware of are the tax

Based on forecasts, expected real GDP growth in the
UAE for 2017 is likely to be pegged at 2.8 per cent, which
is lower than the stated 3.8 per cent growth in 2016.
As a result, government spending has been cut and FDI
projects could be prone to dampened growth owing to

and legal consequences of improperly structuring their
investments. With proper planning, these pitfalls can be
easily avoided. While the US is comprised of 50 state-level jurisdictions, for foreign investment purposes there is
no discernable difference.

fiscal cuts. In addition, low oil prices may dampen the real

UK –DJ Provided investors plan well and include in their

estate sector and could have an inevitable trickledown

investment strategy the need to secure good professional

effect on unemployment and domestic consumption.

advice, the pitfalls are minimal in the UK.

Despite the country’s many progressive steps in encour-

Penalties for corporations who have not set themselves

aging FDI inflows, the country’s legal infrastructure still

up properly can be high. In addition, it is important that

has a bias towards local companies as opposed to over-

the correct immigration procedures are followed for indi-

seas companies. This means that, for some types of busi-

viduals coming to work in the UK.

ness, local agents are required.

As is the case around the globe, the opening of a bank

This procedure adds costs and complexity to the busi-

account is now more of a process than in previous years.

ness set-up process. Freedom of establishment is limited

However, for most businesses a bank decision can be

for non-free zone companies, as foreign shareholding in

obtained and an account set-up ready for use, provided

the company cannot exceed 49 per cent.

the information requested by banks is supplied promptly

All eyes will be on the upcoming national FDI law to see

and in full.

how the new legalisation could provide more protection

China –PP The starting point for all foreign investors con-

and benefits for foreign investors.

sidering entry into the Chinese Market should be the Cat-

USA –JS There are practically no barriers to foreign investment in the US. We do not impose any currency con-

alogue for the Guidance of Foreign Investment Industries
(the Catalogue).

trols, or require participation by local partners, and we do

This Catalogue lists out the industries which are encour-

not prohibit foreign investors from gaining access to the

aged, restricted and prohibited for foreign investors. It first

local capital markets.

came into force in 2013 and applied only to foreign companies that wanted to establish in the FTZs in China. Very
recently, in June 2017, MOFCOM announced that the new
Negative List (prohibited and restricted industries) found
in the 2017 Catalogue will apply to foreign investments
nationwide.

The most recent additions to this list are editing and

On the other hand, the legal certainty for enterprise acqui-

publishing of book, newspaper, periodicals, audio-visual

sitions should become even higher due to the increased

products and electronic publications; radio and TV broad-

involvement of the regulator. M&A transactions cannot

casting; online news services and research institutions on

be prohibited once the review process has been orderly

humanity and social sciences.

carried out.

The Chinese government is still very reluctant to ‘open up’

Apart from the regulatory process, it must be noted that

Its media and telecommunications to contribution from

new companies often experience difficulties securing fi-

the outside world. Regardless of the government’s recent

nancing, as the required loans often cannot be collateral-

promotion of an even greater open economy, they are

ised to a sufficient degree. In these cases, with econom-

still reluctant to introduce that openness to political and

ically appropriate projects, so-called ‘public guarantees’

social life.

may replace or supplement any shortfall in loan securities.

Major changes were introduced to China’s labour laws
in 2008, due to unrest amongst employees claiming unfair treatment. The government legislated comprehensive
employee rights protection measures that resulted in stringent restriction over employers’ activities.
These rules are still in place and they constitute significant

This instrument delivers additional confidence in favour of
the investor’s bank concerning the financed investment
project in Germany. Different types of public guarantee
programs exist dependent on the size of the loan.
Italy –TF Foreign investors can carry out any type of activity under the same conditions as a local investor.

problems for foreign investors in China, who are unable

There are no restrictions on foreign direct investments,

to employ temporarily and are forced to commit to poten-

foreign ownership of real estate or foreign guarantees or

tially unproductive long-term employment relationships.

security for ownership, except in certain industries which

Germany –IS New rules under the German Foreign Trade
Ordinance (Außenwirtschaftsverordnung) aim to tighten
the regulatory screening process around foreign acquisi-

include defence and national security, telecommunications and press, airline and shipping companies, electricity and gas and petroleum exploitation.

tion of specific German companies. The Federal Ministry

The Italian rules on foreign investments in the above-men-

for Economic Affairs and Energy now has the option to

tioned sectors apply to both share and asset deals.

review whether a foreign acquisition poses a hazard to
public order or security.

Furthermore, any acquisition of a considerable shareholding in banks and insurance companies must also be

More companies than before will be subject to the

approved by the Bank of Italy (Banca d’Italia) and the

screening process, in particular those in the energy, IT

Institute for the Regulation of Private Insurance and Rein-

and telecommunications, transport, health, water, food

surance Undertakings (Istituto per la vigilanza sulle assi-

and finance/insurance sectors. Foreign acquirers of such

curazioni private e di interesse collettivo) (ISVAP).

companies must report relevant transactions to the Federal Ministry for Economic Affairs and Energy in writing.

There are also no exchange controls in Italy. Residents
and non-residents of Italy can hold foreign currency and

Levels of scrutiny will depend on whether the investor is

securities of any kind within and outside Italy. However,

from within the European Union/European Free Trade As-

transfers of cash and securities in euros or a foreign cur-

sociation or not. Greater planning and preparation will be

rency in excess of (the equivalent of) EUR10,000, to and

required prior to the implementation of many mergers or

from foreign countries, by residents and non-residents,

acquisitions, and this is likely to have a negative impact

must be reported to the Customs Agency (Agenzia delle

on M&A activity.

Dogane). Sanctions are applied in the case of breach.

irglobal.com | page 13

Virtual Series | The FDI Age

As for labor restrictions, non-EU nationals must fall within

Another barrier to entry, or perhaps frustration is that Ko-

the yearly quota of foreign employees set by the Italian

rea is very highly regulated. The regulations are often not

government and must obtain a work authorisation, work

easy for the foreign company to fathom.

visa and residency permit before coming to Italy for working purposes. Certain limited categories of non-EU employees are eligible to be granted a special work visa
which is not restricted to any quota limitation.

India –ES The FDI Manual that is released by the government each year is a good reference tool where many
of the regulatory aspects are covered. In certain sectors,
the government has prescribed foreign shareholding

EU nationals do not, instead, require any work visa or

caps and in some sectors foreign investment is subject

residency permit before coming to Italy. However, EU na-

to conditions which may require prior written approval of

tionals who are staying in Italy for more than three months

the regulatory authority. For example, multi-brand retailing

must be enrolled in the register of the population resid-

comes in with certain restrictions where FDI is permitted

ing in Italy (the required documentation for this enrolment

only up to 51 per cent under the government approval

may vary depending on the reason for the stay).

route. It also has sourcing conditions where 30 per cent

South Korea –MB There is an imbalance in the Korean economy, due to the chaebol that still dominate the

of value of procurement should be from micro, small and
medium industries in India.

economy and which have a significant level of horizontal

There is a pricing guideline for acquisition or transfer of

and vertical integration. Also, historically there has been a

shares in an Indian company by a foreign investor, which

heavy focus on export and, domestically, a relative dearth

limit flexibility. Where unlisted Indian company shares are

of SMEs though this situation is changing.

being purchased, the foreign investor is required to pay

This led to the rise of an economic and political elite who
were effectively above the law. Important new anti-corruption legislation was introduced last year, by the new liberal

at least the fair market value of the shares (floor price)
calculated using an internationally accepted pricing methodology.

president Mun Jae In, who has an agenda to seriously

Corporate tax rates differ for different structures, and

address Korea’s real cultural and structural issues.

where a branch office is established in India, the tax rate

Another obvious downside is that, where there is so much
horizontal and vertical integration, it is difficult for foreign
companies to compete unless their product or service
is highly desirable, or distinct, or they partner with the
chaebol.

is 40 per cent. In addition to corporate tax, there is also
tax on dividends distributed. India is yet to implement full
convertibility on capital account transactions, hence the
foreign investor needs to be cognisant about this while
dealing with the Indian party, and any commercial transaction with an Indian party that is a capital account trans-

Korea has not traditionally been a country of mass immi-

action, may involve obtaining approval from the Reserve

gration or inbound trade and foreign companies tend to

Bank of India. If such a transaction is undertaken without

have very similar gripes.

approval, then enforcement may be an issue.

One criticism of the education system is that it is largely
rote learning. A product of this is that the workforce tends
to lack creativity and decision making skills. It is also
very hierarchical. One less obvious, but equally pernicious, facet to this is that Korea has often favoured its own
industries. Likewise, its employment laws are perceived
by foreign companies to be inflexible and favourable to
the employee; Korean employees are difficult to fire.

Q U EST ION 3

Which investment structures are typically used by
international investors in your jurisdiction? How can you
help to facilitate the process?
USA –JS Foreign investors should structure their invest-

Joint Ventures, on the other hand, allow foreign investors

ment in the US to minimise taxation, avoid exposure to

to, not only establish their full business presence in Chi-

lawsuits and retain privacy.

na, but also, in certain cases, to invest in restricted or pro-

The US has a very robust system of global taxation, but
foreign investment is encouraged with the creation of various exceptions to taxation. For example, foreign investors
are not taxed on revenues stemming from sales of capital
assets, with the exception of real estate. Gain on the sale
of real estate is taxed at a preferential 20 per cent rate.

hibited industries. If the foreign investor can find a reliable
Chinese partner, they can tap into the partner’s business
experience, network and local know-how to make access
to market and distribution channels much easier. Aside
from the obvious advantages, partnerships bring along
several disadvantages. We have built an expansive portfolio of Chinese business partners over the years and

Investors coming from countries that have income tax

offer our clients the opportunity to connect with the most

treaties with the US are able to obtain other favorable

suitable partner for their business vision.

tax benefits, like reduced rates of withholding on passive
income. The most frequently used structure for direct foreign investment, is a foreign corporation that owns a US
limited liability company. Often, the LLC is organised in
the state of Delaware and an election is made to tax the
LLC as a corporation for US tax purposes.

Last but not least, WFOEs are currently the most popular
corporate structures for foreign investors. WFOEs are foreign companies registered in China. In the past 10 years,
the government has significantly loosened the registration
procedure and capital requirements of these corporations. We usually advise our clients to set up WFOEs if

China –PP The three most popular corporate structures

they are sure about establishing a long-term presence

for foreign investors in China are a representative of-

in China. This structure enables a foreign party to have

fice, joint venture or a wholly foreign owned enterprise

full autonomy and control over the business activities of

(WFOE).

the company, to purchase and build property and to ob-

A representative office is a fast and easy to set up without
a registered capital requirement. We advise this option
for our clients who want a branch in China for promotion,
networking and market research purposes, since they are

tain long-term licensing. Even though the entity is subject
to Chinese corporate taxes and is strictly confined to its
registered business scope, the liberty of managing the
business without any interference is valuable.

restricted from indulging in profit-making activities. This

UAE –AO There are three company set up options in the

corporate structure is not advised for investors who are

UAE. There is a free zone company, where no local part-

looking for a long-term presence in China.

ner is required, an offshore business, or a wholly local
business outside of a free zone.
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Europe Emirates Group provides expert advice for busi-

Depending on the nature of the investors’ business, each

ness owners who are seeking the next step in global ex-

of the above vehicles has its own advantages and dis-

pansion and investment. We advise clients on company

advantages. As in other countries, a major consideration

formation in the UAE and globally, facilitating the develop-

for the type of business structure is the tax implications.

ment of appropriate financial services, tax planning and

These require careful planning and reliable expert advice.

investment holding. Through our large and well-established local network, we find businesses the right solution
for their corporate operations in the UAE.
South Korea –MB The type of market entry by a foreign
company very much depends on the business model and
availability of funds of that investing company. It will also
obviously vary from sector to sector.
Korea, as it pertains to western economies, is a highly
specialised market in terms of language, customs, laws
and culture. We often see companies wishing to find local
partners, and, more commonly, this tends to be in the
form of a distribution model. Local partners are aware of
the customs and culture and may have an existing distribution network, while sometimes the foreign company will
enter the market as a joint venture.

German –IS One crucial factor determining investment
structure is the expected tax burden. So much so, that a
preferred tax structure often pre-defines the type of investment vehicle used in a transaction.
As a law firm we co-operate with tax advisors that are
experts and have experience in the area of cross-border
tax structuring and together with whom we can assist our
clients in the optimisation of their investment structure.
Foreign companies seeking to set up a business in Germany can choose between different forms of establishment. A separate company held by the foreign investor is
in practice often established for that purpose. In almost all
cases clients wish to establish a structure in which their
investment vehicle enjoys a limited liability, usually in the
form of a limited liability company (GmbH) or a limited

Other companies will establish wholly-owned subsidiar-

partnership (GmbH & Co. KG). Existing companies can

ies, and this is often seen as a progression from agen-

also conduct business via a German branch office.

cy and distribution and perhaps a joint venture. Offshore
holding companies are treated with a degree of suspicion
in Korea, cynically referred to as ‘paper companies’.

The basic structure of all company forms is stipulated by
statutory law which provides for predictability and legal
certainty. Certain aspects of German company law may

There is a growing private equity and venture capital

differ materially from foreign law, for example, a managing

business as the economy becomes more developed and

director in a German limited liability company can only be

more SMEs are allowed to grow.

a natural person, not another company. Also, the trans-

UK –DJ There are a number of different options whereby
overseas companies can establish a business presence
in the UK.
A subsidiary company is a separate legal entity owned
and controlled by the overseas company, while a UK establishment is not a separate legal entity, but simply an
office or presence of the overseas company in the UK.
You can also use a joint venture with a local UK partner;
or a UK agent, distributor or franchisee.

parency and reliability of the German commercial register
is not common in all countries.
Another important area in which potential foreign investors require legal guidance is the type and level of their
involvement in the German business. As a corporate law
advisor, we inform clients about the legal risks in scenarios such as insolvency which can occur during the course
of the corporate decision making process.
If the foreign investor teams up with a local entrepreneur,
then a joint venture may be the right solution. In this situation, special care must be taken in the negotiation and
definition of the internal relationship among the partners.

Alternatively, investment in a German business may be

There are no prior filings or authorisations required, ex-

purely financial. This can be done in a number of ways,

cept a communication with the Italian company registry.

including collateralised loans or venture capital, particu-

The RO can only operate for promotional and network-

larly into Germany’s booming start-up sector.

ing purposes and no trading or production activities are

India –ES FDI Regulations in India permit two structures
for FDI; either a company or a limited liability partnership
(LLP).
A company form of organisation could be either a public
company or a private company. Private companies are
preferred structures so long as the ownership is privately
held. Public companies are used to raise capital from the
stock market. LLPs, though permitted, aren’t the preferred
investment structure, despite the fact regulations are more
relaxed. This appears to be because of lack of awareness

authorised. The RO is usually not subject to corporate
income tax.
The branch, similar to the RO, is not a separate legal
entity from its foreign parent company, but it can carry on
commercial activities on behalf of the foreign parent company. The establishment of a branch requires preparation
of certain documents, which must be notarised, legalised
and filed with the Italian company registry. Branches of
foreign companies carrying on a commercial activity are
subject to the same corporate taxes as companies.

of this form of organisation. If the foreign investor wishes

The incorporation of a subsidiary as a separate and inde-

to collaborate with an existing Indian business then it may

pendent Italian company from its foreign parent requires

enter into a joint venture with them as a private company.

preparation of specific documents and execution of a no-

We advise foreign investors to form a liaison office in case

tary deed in front of an Italian notary. The main forms of

they wish to undertake market research about the foreign

Italian business vehicles used by foreign investors in Italy

companies’ products and such similar non-commercial

are the joint stock company (Società per azioni) (SpA)

activities.

and the limited liability company (Società a responsabilità

We assist entities in forming companies (either as whol-

limitata) (Srl).

ly-owned subsidiaries or JVs) or LLPs, drafting Joint Ven-

The minimum corporate capital for a joint stock company

ture/Shareholders’ Agreements and continue to advise

is EUR 50,000, with the corporate capital divided into

them on all regulatory and governance aspects of their

shares.

business.

The minimum corporate capital for a limited liability com-

Every company is required to have at least one director

pany is EUR 10,000, with the corporate capital divided

who has stayed in India for a total period of not less than

into quotas. The minimum corporate capital can also be

one hundred and eighty-two days in the previous calen-

lowered to EUR 1, but special rules and restrictions would

dar year. If a foreign investor wants to incorporate a com-

then apply.

pany in India, they need to keep in mind that there should
be at least one resident director in the Board of Directors.
We can assist in finding resident directors.

The Srl has a more streamlined (and flexible) governance
structure than the SpA. The law applicable to Srls provides for peculiar rules on withdrawal rights and directors

Italy –TF Depending on the nature of their business ac-

liability. The Srl cannot issue bonds, although it can issue

tivities, foreign companies may need to set up a business

debentures, under certain limitations.

presence in Italy.
The representative office (RO) is the simplest business
structure.
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Q U EST I O N 4

What are some of most important considerations when
closing an investment deal in your country?
Germany –IS One major advantage of Germany as an

UAE –AO The UAE is an Islamic country. While most of

investment location is the reliability and security of its po-

the laws pertaining to business are based on an interna-

litical, legal and commercial culture.

tional framework, Sharia law is the general legal system

Most investors love the fact that they can rely on the statutory regulations, can legally enforce their rights against
the state or third parties and have effective access to the
courts, if necessary.
Against that background it is clear that a sufficiently profound knowledge of the rules, regulations and business
usages that may apply to a specific investment in Germany, is very important. To that end, investors normally
engage the services of experienced lawyers, tax advisors

in the country. Sharia law is based on the Koran and governs many aspects of daily life, such as banking, families,
divorce, inheritance and so on.
It is important for an overseas investor to be aware of the
UAE’s cultural values, beliefs, social norms and taboos in
order to build strong relationships with the local Emiratis.
At present, the UAE’s business culture tends towards the
conservative and is largely male-dominated and hierarchal.

and technical experts in order to carry out a due diligence

USA –JS Due diligence. And a good tax and corporate

review of an investment prior to the signing of a purchase

lawyer.

or finance agreement.

The US is a very litigious country and there are approx-

Our law firm, for example, is very experienced in carry-

imately 1.5 million practicing lawyers, all trying to make

ing out such legal due diligence reviews in the areas of

a living. For that reason, our contracts tend to be excep-

real estate or corporate transactions. We provide foreign

tionally detailed. We almost always plan for litigation when

clients with a written due diligence report in the English

drafting contracts, while on bigger deals, we will retain

language and draft or negotiate any necessary legal in-

business litigators to review contracts and get a better

struments highlighted by our findings.

sense of how various provisions will stand up in litigation.

The language barrier must also be taken into account

UK –DJ The UK has the reputation of being a relatively

when investing in Germany. While most young people

straight forward jurisdiction in which to close and com-

understand and speak English very well, communication

plete a deal, and run a business.

with the elder generation, outside large cities and metropolitan areas, with governmental bodies, registries and
courts usually requires the use of the German language.
As many can depend on the correct translation, it is certainly advisable for a foreign investor to make use of advisors, experts and assistants that are proficient in both the
English and the German language.

On the whole, UK citizens like to be clear on what is expected of the parties to a deal and then people do what
they say they will do. Much of the UK’s legal system has
been adopted elsewhere in the world, and so most of
the rules and procedures that need to be followed will be
familiar to the majority of overseas investors. The ability
to be able to converse in the business language of the
world, English, is an advantage.
South Korea –MB Korea is an Asian culture with its own
particular idiosyncracies.



Peter Pang pictured at the 2017 IR ‘On the Road’ Conference in Singapore

The Korean legal system is based on Prussian law, which

A further difference is that there is a belief, perhaps right-

is of the European civil law variety. This is due to the fact

ly, that not everything can be agreed and determined in

that during the late 1800s the Emperor Meiji of Japan

advance; it follows that things are often left to be agreed

was ‘benchmarking’ world legal systems to transplant into

at a future juncture. In one sense, this is extremely prag-

his own society. Brandenburg / German law, which is of

matic – and Koreans tend to be very pragmatic by nature

course based on Roman law, was ultimately chosen.

– but in another, it is a little open-ended.

Japan imposed its legal system on Korea during the co-

As the Korean market opens up more and more, western

lonial period from the early 1900s to the end of WWII.

style contracts and attitudes, or certainly hybrids thereof,

That system has remained, although in many ways it has

are being adopted; to an extent it is a matter for negoti-

been influenced economically, intellectually and culturally

ation.

by the USA, which helped rebuild the country after the
Korean War.
Attitudes towards contracts differ somewhat from the
western norm. Contractual relationships are influenced
by personal relationships (similar to the Chinese concept
of Guanxi), rather than steadfast adherence to a written
document.

China –PP Even though China is the third biggest recipient of FDI in the world, it is still a country where local
business culture differs greatly from the West.
Chinese people are raised in a culture that teaches them
that the way to success is being the best. They are extremely competitive and hardworking; aiming to ‘be the
best’. While this is something to appreciate, foreign inves-

In practice, this has a number of manifestations. Contracts

tors should be aware that the Chinese party will be the

tend to be much shorter than their western counterparts,

first to pull out of a deal if they realise they are not getting

and they are often somewhat vague. This can be rather

the best end of it. Thus, it is important for foreign investors

frustrating for foreign business people who are used to

to realise that values such as loyalty, team work, integrity

precision and certainty. This is simply the Korean style.

and good faith can be set aside if the deal does not bear
the finest result for the Chinese party.
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The foreign investor is vulnerable in a new market with

who speaks and understands the language of the Indian

a completely different culture and language. In order to

party with whom negotiations are being had, so that he

eliminate the vulnerabilities, safeguard clauses in the con-

will be able to clarify the position in that language.

tract and a reliable legal representative are crucial. When
concluding an investment deal in China, the foreign party
should ensure that the contract specifies all the obligations and rights of both parties, leaving nothing open for
discussion. It is extremely important to insert termination
clauses that would set out the liabilities of each party under various circumstances. Usually we advise our clients
to put down China as the governing jurisdiction of the
contract, as it is hard to legally enforce foreign judgments
and contracts under a foreign jurisdiction in China.
Foreign investors should be extremely careful when selecting their legal representatives. The most common
practice is appointing someone from the parent company’s board of directors who knows how the business is

When signing a contract, it is better that the foreign investor spends time with the Indian party, to ensure that the Indian partner has understood his obligations and liabilities
under the contract, as more often, an Indian party, who
is dealing with a foreign party for the first time, may sign
a contract without fully understanding the same, which in
the end will lead to a frustration for the foreign investor
when the business is being transacted under the contract.
Italy –TF One of the most important cultural aspects foreign entrepreneurs should be aware of while doing business in Italy, is the need to build close relations. It is important to find a well-connected person who can properly
introduce the foreign investor.

run, or a trustworthy lawyer from China who understands

Initial meetings are often informal opportunities for eval-

all relevant legal intricacies.

uating colleagues and establishing relations, while not

India –ES It is important for the foreign investor to frame
a strategy specific to the Indian market as the country
is very diverse and has different cultures. If one were to
travel 1000 kms or 600 miles in any direction, one will
come across people speaking a different local language

making business decisions. The decision-making process
might be slow, in which case using pressure is not welcome. During business meetings, your Italian colleagues
may speak simultaneously or interrupt one another, which
is the normal Italian communication style.

and eating a different local food. This is very unique to

Dress code is a priority amongst Italians, your attire will

India, hence it is necessary that the foreign investor has a

be perceived as a reflection of your social standing and

strategy that fits the local culture.

relative success, as well as your competence as an entre-

Most Indian businesses are promoter-driven with their
family members participating in the management and be-

preneur. Business discussions might be conducted over
a long lunch, which can last up to three hours.

coming involved in business negotiations. Also, one may

Foreign investors should also be aware of the fact that not

not often come across men and women being dressed

all Italian entrepreneurs know or are fluent in English. This

in western business formal attire, more so with women.

might sometimes be a barrier to doing business or close

Also, to get to know a person well, culturally Indians feel

investment deals with Italian entrepreneurs.

that they should get to know about the family of the other
person. So, if you are being asked questions about your
family, then it means that the person wants to know you
well.
During business discussions, it is likely that the Indian
parties may converse amongst themselves in the local
language. Usually this is to allow one or more of their party to fully understand the conversation. While English is
the predominant language of business, it may be good to
have one or more persons in the foreign investors’ team

In this respect, it may therefore be worth involving an Italian business lawyer or consultant from the beginning of
the negotiations, who may assist the foreign investor in
approaching Italian entrepreneurs and, subsequently, in
carrying out the negotiations with the same.

Q U EST ION 5

How do you see the FDI landscape evolving over the next
five years in your jurisdiction?
USA –JS The current political administration in the US

UK –DJ The ongoing Brexit discussions are likely to have

presents some uncertainty for foreign investors. While

an impact on UK FDI.

the administration is business-friendly and has advocated for decreased taxation, it has also expressed strong
protectionist views and has pulled out of the Trans-Pacific
Partnership (TPP).

If anything, the impact is likely to be positive as the UK
negotiates its way out of the EU and looks to set up alternative arrangements with both remaining EU members
and the rest of the world. The UK is keen to maintain its

For now, the US retains free trade and favourable trade

position at the forefront of innovation and will be looking

agreements with many nations, and we are hopeful those

to sustain the flow of investment funding.

will remain in place. There is also a gathering consensus
that the strong performance of the US real estate market
and the equities market cannot continue forever. Either
the bubble will burst or we will enter a period of price
stagnation. We encourage our clients to price that into
their deals.
China –PP Chinese society is undergoing changes that
make China extremely favourable for foreign investors.
Living conditions have significantly improved, the middle
class is expanding, consumer behaviour is going through
a revolution while urbanisation rates are skyrocketing.

UAE –AO Dubai has been named as the number one
expansion target by nearly a quarter of companies based
in Asia, Europe and North America. The report by the
Alliance Business Centres Network showed that Dubai
ranked first among the best centres for the expansion of
companies on a global level. This trend bodes well for
future inward investment flows.
On a broader level, the UAE’s increasingly diversified
economy offers strong growth potential for international investors. Despite a general global decline in foreign
investments, FDI inflows into the UAE grew by 2.2 per

All of these factors make China, with a population of 1.3

cent in 2016 to USD9 billion from USD8.8 billion in 2015,

billion people, the market that every service provider

according to the United Nations Conference of Trade and

wishes to be in.

Development (UNCTAD).

President Xi Jinping, in a speech on July 17, 2017

FDI flows will increase over the next five years as a direct

stressed that China must move forward to protect con-

result of newly launched government mega projects in

sumer rights, increase financial competition and fend

areas such as renewable energy and retail industries. As

off financial risks. As a result, it is anticipated that the

the government continues with its ambitious economic

financial sector and consumer services are the next in-

diversification plans, FDI opportunities will open up in

dustries that will be opened up to foreign investment. A

transformational and other heavy industries, including al-

basic law governing foreign investment and promoting fair

uminium and petrochemicals, as well as other sectors,

treatment for foreign companies is also on the horizon,

like tourism and aviation.

according to his speech.
Ultimately, China’s economic growth has resulted in large
part from foreign investment, and China will remain as
one of the developing world’s most attractive markets.
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David Jenkins pictured at the 2017 IR Annual Conference in Berlin

India –ES The focus of the Government now is to move

The country has been incredibly successful in certain

up the index on the Doing Business Report of the World

sectors, particularly technology, but challenges remain.

Bank. In the last report, India jumped about 30 places

These include an ageing population with a very low birth

and moved to the 100th rank, and the Government has

rate.

set its sight to move to the top 50 places. Many reforms
are being put in place so that investors find India an attractive place to invest. Being a federal form of Government, the Union Government has put in place a ranking
methodology for the different states in India, so that there
is competition amongst states too to improve the environment for ease of doing business in each state.
These measures include the ease of closing down a business. A common indirect tax regime, has made India a
global leader in business environment reformation. With a
thrust on “Make in India”, the Government’s ability to cut
red tape, and the demographics of the country leaning
towards young educated population, India is becoming a

Long term planning is obviously key. The Chinese for example have benefited from a highly stable political structure which has enabled it to follow successful five year
plans. More democratic countries could be considered
less far-sighted in their planning and are swayed more
by the vagaries of re-election and popularity, rather than
what is good for the long term benefit of the country.
More recently the Korean government has very much
looked outwards. It wants to be a big part of a global
society and a genuine world economic hub. Of course
there will always be a hangover from the past and there is
an inertia to move with the times.

very attractive place for FDI, with many foreign investors

Korea has done so remarkably well both despite and be-

wanting to make India one of their destinations.

cause of its culture. Koreans work extremely hard and will

South Korea –MB Korea has risen to become the world’s
11th largest economy in the short period since the end
of the Korean War.

need to maintain that ethos if they are to stay ahead of the
emerging economies of South East Asia.

These countries look up to Korea as a leading light, nur-

Despite growing protectionist tendencies, we are quite

tured as they are by a healthy dose of Korean popular

optimistic that the attractiveness of Germany for foreign

culture which is exported all over Asia.

investors will continue to improve in the coming years.

Italy –TF The improved general economic climate and

However, after the national elections last September, it

conditions of the European and Italian financial markets

remains to be seen how the future German government

has helped to strengthen the confidence of Italian busi-

will look. Currently, negotiations are being held between

ness operators and the interest of foreign investors in Italy.

the party led by chancellor Merkel (Christian Democrat-

After some years of weak economy and credit crunch,
the Italian economy is now strengthening, although public
investment has not yet recovered and Italy’s integration in

ic Union) and other parties (CSU, FDP and Alliance 90/
The Greens) to form a coalition in the German parliament
(Bundestag).

the global value chains remains limited. Italy’s economy

It looks pretty likely that these parties will form a so-called

is projected to grow by 1.3 per cent in 2017 and by be-

‘Jamaica coalition.’ The term refers to an association be-

tween 1.3 – 1.5 per cent in 2018.

tween the symbolic colours of the parties in such a co-

The main factors contributing to the slight and slow business investment recovery has been the extension of tax
incentives enacted by the Italian government in the recent

alition - black for the conservative CDU/CSU, yellow for
the business friendly liberal FDP, and green for the Green
Party - and the colours of the flag of Jamaica.

years as well as the more accommodative monetary poli-

Such party alliances can be assumed to preserve and

cy stance that resulted in the provision of persistently low

further improve the favourable climate for FDI in Germa-

interest rates.

ny. An essential criterion for the future FDI landscape will

In the years to come, we expect an increase of foreign
investors acquiring Italian companies or brands or knowhow or lines of businesses. In particular, we see a tendency by the elite mid-size Italian companies to start using capital markets financing to accelerate their growth
domestically and internationally. We expect an increase
in use of private debt as well as private equity financing.

certainly be how the German economy will cope with the
huge challenges of digitalisation, and the transition from
one of the world’s leading industrial and high technology
locations to a top-notch digital location. To date, other
countries are setting the pace for digitisation - especially the United States and China. The Germany economy
needs to put a main focus on that development in order
to stay at the forefront of the digital age.

We also believe that elite mid-size companies will, in the
future, increase their recourse to public listing at the Italian stock exchange as a mean of raising finance in order
to accelerate their domestic and international growth and
visibility.
With the Italian government political elections expected
to be called in early 2018, it is very hard to predict how
much Italian economy will grow in the forthcoming years.
Germany –IS As the saying goes, ‘prediction is very difficult, especially about the future.’
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