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FROM IRON ORE TO BEAMS: 
CHINESE BUYERS, OVERSEAS
REAL ESTATE, AND 
INFRASTRUCTURE ASSETS

There is a link, albeit not immediately discernible, 
between the seemingly never-ending �ow of real 
estate purchases made by wealthy Chinese in 
premium locations, and the overseas investments 
in infrastructure made by Chinese �rms and 
funds. Net of all the rhetoric and hype 
surrounding the “Belt and Road Initiative” (BRI), 
these two pools of investments have much in 
common: while they are the e�ects of issues 
troubling the Chinese economy, they are also 
causes of the distortions currently a�ecting 
developed economies.

The size and growth rate of these two �nancial 
streams indicate the scope of these phenomena 
and their underlying dynamics: only last year, 
Chinese buyers invested USD 33 billion in 
overseas commercial and residential property, 
marking a year-on-year increase of nearly 53%. 
Although initially limiting their activities to 
Canada, Australia and the United States, Chinese 
buyers have now started to lead in the European 
real estate market. Similarly, between 2006 and 
2016, Chinese infrastructure investments in 
Europe have witnessed an eightyfold increase. It 
has become very rare for scheduled infrastructure 
projects or infrastructure assets on sale 
worldwide not to feature an actual or potential 
Chinese investor.
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According to Forbes, Chinese investors are also increasingly buying land. In 2016, land acquisitions saw a 44% increase, as 
developers targeted Malaysia, Australia, and Hong Kong. 

 

https://www.forbes.com/forbes/welcome/?toURL=https://www.forbes.com/sites/ellensheng/2017/01/31/chinese-investment-in-overseas-real-estate-hit-record-high-in-2016/&refURL=&referrer=#37fcdc957971
http://www.bakermckenzie.com/-/media/files/newsroom/2016/chinese-fdi-hits-usd40-billion/infographic_csb44559_vhalliday_belfast_ver3.pdf?la=en


pose any risks. 
On the contrary, it 
could o�er valuable 
opportunities at a 
key juncture in 
which economic and 
political signals seem 
to converge in
favouring better 
EU-China relations.
While steps have
been taken by 

Edoardo Agamennone is Research Fellow 
at T.wai, and Senior Legal Advisor at EDF, 
based in Paris. 

The gap between domestic and 
overseas opportunities is such that, 

left to market forces, it would result in 
a destabilizing out�ow of capital.  

and ever-expanding 
bubble. While many 
observers, particular-
ly in the West, have 
constantly predicted 
an imminent burst of 
the bubble, repeated 
interventions by
central and local 
authorities have 
succeeded in main- 
taining it intact. 

Judging by a number of recent public statements, 
this trend is expected to continue. COS Capital, 
for instance, has announced its intention to invest 
up to EUR 1 billion in the European real estate 
market. A similar statement was made by the Silk 
Road Fund, which seeks to direct a substantial 
part of its USD 40 billion �repower to 
infrastructure investments in Europe. 

The main root of these two phenomena is an 
impressive and constantly growing gap between 
the funds available to Chinese investors and the
lack of domestic opportunities available to them. 
The Chinese middle class continues to grow at an 
astounding rate in absolute numbers, as a 
percentage of the population, and by purchasing 
power. While this combination of factors is not 
matched in the corporate sector, an almost 
unstoppable �ow of credit gives Chinese �rms – 
mainly but not only large in size and state-owned 
– plenty of funds to invest in real estate and 
infrastructure projects abroad. 

These funds cannot be deployed domestically,
or only to a very limited extent, for a number of 
reasons peculiar to China: its real estate 
market seems to be stuck in a permanent  

 
House prices continue to grow at an even faster 
rate due to a number of factors such as 
urbanization, a complaisant banking system, and 
peculiar demographic and social conditions.

It thus comes as no surprise that members of the 
expanding Chinese middle class, whom to a large 
extent already own properties, have no incentive 
to invest in their domestic real estate market. It is 
in this context that properties in prime locations 
across Australasia have become particularly 
appealing. Similar dynamics are arising in 
the realm of infrastructure, where excessive 
investments and excessive reliance on 
infrastructure for growth have led to a situation 
where most new infrastructure projects are  
destroying value rather than creating it.

From this perspective, one of the main drivers 
behind the signi�cant increase in Chinese 
investments in European real estate and 
infrastructure projects and assets becomes clear: 
the possibility that returns may not be 
domestically available to investors. There are of 

course other contributing factors at both micro 
and macro levels, but expected returns certainly 
play a key role. 

The gap between domestic and overseas 
opportunities (especially but not only in real 
estate and infrastructure) is such that, left to 
market forces, it would result in a destabilizing 
out�ow of capital. This is in part what happened 
between 2015 and the beginning of this year, 
before the government crackdown on capital 
out�ow started to produce its e�ects. The scale of 
this crackdown (a good indicator of the scale of 
the capital �ight it addressed) was such that it 
delayed and in many cases torpedoed M&A deals 
and real estate purchases by Chinese investors 
worldwide. While e�ective, such a crackdown 
cannot be sustainable in the long run, and 
Chinese �rms and individuals are not short of 
countermeasures to circumvent regulatory 
restrictions. A clear example of this is the 
extensive use Chinese investors have made of 
Bitcoin to funnel money outside of the country.

As per the receiving end of these two forms 
of �nancial �ow, with particular reference 
to Europe, this situation does not seem to 

countries in the European Union to attract and 
facilitate the execution of investments in the real 
estate and infrastructure sectors, additional 
policies may boost and shape the in�ow of 
Chinese capital, possibly turning it into a catalyst 
for a European economic comeback.
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http://en.cos-capital.com/content/details29_248.html
http://www.scmp.com/news/china/diplomacy-defence/article/2081067/chinas-silk-road-fund-seeking-investment-projects
http://www.scmp.com/news/china/diplomacy-defence/article/2081067/chinas-silk-road-fund-seeking-investment-projects
https://www.ft.com/content/51ebddb0-d224-11e6-b06b-680c49b4b4c0?mhq5j=e1
https://www.bloomberg.com/news/articles/2017-01-06/bitcoin-buyers-eye-beijing-nervously-as-prices-slide-from-record
https://www.linkedin.com/in/edoardo-agamennone-5706884?authType=NAME_SEARCH&authToken=ZA-G&locale=en_US&srchid=4405859241466060804818&srchindex=1&srchtotal=1&trk=vsrp_people_res_name&trkInfo=VSRPsearchId%3A4405859241466060804818%2CVSRPtargetId%3A13617444%2CVSRPcmpt%3Aprimary%2CVSRPnm%3Atrue%2CauthType%3ANAME_SEARCH
http://www.chinamedbusiness.eu

