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C
hinese investment has a new face. Often seen as hard-

headed managers and rapacious consumers of natural 

resources, prone to sending Chinese labourers en masse, 

mainland companies seeking mergers and acquisition targets 

have diversified into a wider range of industries, and in many 

cases have adopted a less confrontational approach.

When one Chinese company took over a medium-sized 

industrial machinery manufacturer in northern Italy recently, 

it sent in a small team of key managers and engineers who 

spent time watching and listening to the Italian management 
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and employees. A priority was to extensively sample the local 

cuisine, to the delight of locals.

Lawyers say they are seeing more of such behaviour as 

Chinese acquirers take a deeper look into target countries 

in Western Europe. “We are definitely seeing a very sharply 

increasing interest in investments into Italy from Chinese 

companies,” notes Hermes Pazzaglini, a partner who runs the 

Shanghai office of NCTM Studio Legale Associato, a Milan-

based law firm.

Chinese enterprises also are investing in Italy to gain access 

to local competitive advantages in sectors such as vehicles, 

electrical and electronic appliances, textiles and clothing, and 

machinery and home appliances. 

“Multinationals from emerging countries such as China 

are trying to upgrade their production and technological 

capabilities and build their own global champions in these 

industries,” says Luca Pagliaro, a partner and co-founder of 

SQ Law in Rome.

Chinese law firms concur, saying their mainland clients are 

rapidly broadening their fields of interest. “High-end automo-

bile components, electronics, precision machinery, high-tech 

materials and renewable energy, to name a few,” recounts Xue 

Haibin, a partner with Zhong Lun Law Firm in London. 

The interest in Western Europe marks not so much a shift 

as a new level of sophistication. China is widening its focus 

way from traditional targets such as raw materials. “In the past 

few years most interest was centred on Australia, Canada and 

Africa, and was predominantly large state-owned enterprises 

[SOEs] securing natural resources,” notes Xu Ping, a partner 

with King & Wood Mallesons in Beijing. “Now, Western Europe 

has clearly become a very hot topic for Chinese companies.”

Foreign lawyers agree. “Chinese outbound investments are, 

by and large, recalibrating from being primarily resources-

driven to aiming at a wider and more sophisticated range of 

business activities,” says Alexander de Nerée tot Babberich, a 

partner with Dutch firm Stibbe in Hong Kong. 

Still, extractive industries such as petroleum and mining will 

remain important. 

KPMG China, an accounting firm, expects the value of 

Chinese acquisitions in the US, Canada and Australia to 

exceed those made in EU countries this year, largely due to 
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resource and energy deals. However, China-EU deals have 

been growing steadily and a formal investment pact is likely 

to spur them further. 

Resources deals will continue to be signed in Europe, too. 

Recent examples include the acquisition by China Petroleum & 

Chemical Corporation, through its Bermuda holding company 

Sinopec Kantons, of a 50% stake in Vesta Terminals, a liquid 

bulk petroleum and chemicals storage operator with terminals 

in the Netherlands and Estonia. The sovereign wealth fund 

China Investment Corporation, meanwhile, paid €2.3 billion 

(US$3 billion) for a 30% stake in French-owned GDF Suez’s 

global exploration and production division.

According to KPMG, most Chinese companies, both state-

owned and private, are looking to sell products and services 

but a smaller, though significant, number are seeking to acquire 

technology, expertise and brands. “The future outlook for 

Chinese investment in the EU is overwhelmingly positive,” says 

Thomas Rodemer, a KPMG partner in Beijing.

Italy is the fourth-largest EU target country for Chinese M&A 

behind Germany, Britain and France. “Although it is advanced 

in its industries, Italy has a highly bureaucratic business 

environment, which often works against foreign investment,” 

Pagliaro notes. It ranks lower than many emerging countries in 

the World Bank’s annual survey of the ease of doing business.

However, lawyers say the continuing euro zone financial 

crisis is changing Italian attitudes. “In Italy, there are a lot 

of companies in crisis, capital is needed and China has that 

capital,” says Federica Combariati, an associate at SQ Law in 

Rome. “Many entrepreneurs here are in extreme difficulties, 

and do not see an alternative solution to selling.”

In addition, a recent Bank of Italy survey reported that 

potential mainland investors are attracted by the size of Italy’s 

domestic market and its lower labour costs relative to other 

large EU countries. 

Italy’s “cluster” system of industrial specialisation is 

also an attraction and reminiscent of the Chinese economic 

model. Geographically, Chinese investments are strongly con-

centrated in the more prosperous north of Italy. “Lombardy, 

and especially Milan, is the favourite destination of Chinese 

firms,” says Pagliaro. 
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S
ituated in the heart of Western Europe, Switzerland attracts 

a great number of international investors due to, besides 

other things, its stable and prosperous economy, consistent legal 

system, attractive taxes, high level of education and research, 

first-class infrastructure and exceptional quality of life. 

Business, as well as private investments in Switzerland, 

frequently are in connection with the acquisition of real estate. 

The acquisition of real estate in Switzerland is governed by both 

federal and cantonal regulations. 

The Swiss Civil Code of 10 December 1907 defines the 

principles of Swiss property law (types of ownership and in rem 

rights), while the Swiss Code of Obligations governs in particular 

share deals, as well as the requirements of notarisation and filing 

with the land registry.

Restrictions on real estate purchases

The acquisition of real estate by persons abroad is, in par-

ticular, firmly restricted by the Federal Law on the Acquisition of 

Real Estate by Persons Abroad (FLA) and the Ordinance on the 

Acquisition of Real Estate by Persons Abroad (OA). Additionally, 

cantonal law and, for some cities and villages, municipal laws and 

regulations stipulate further conditions.

According to the FLA, as a matter of principle the acquisition 

of real estate by persons abroad is subject to prior authorisation. 

A legal transaction is subject to authorisation if the following con-

ditions are met cumulatively:

The person acquiring is a person abroad within the meaning 

of the FLA. 

 The term “person abroad” applies to natural persons who 

reside outside Switzerland and to people who are domiciled in 

Switzerland and are neither citizen of a European Community (EC) 

nor of a European Free Trade Association (EFTA) member state, 

and do not hold a valid settlement permit (settlement permit C). 

 Legal entities are considered as persons abroad if they are 

incorporated abroad. 

   Furthermore, legal entities with legal personality and 

legal entities without legal personality but capable of 

owning property incorporated in Switzerland are regarded 

as persons abroad, if persons abroad have significant 

influence over the Swiss company. In practice, significant 

influence by persons abroad is presumed if more than 

one-third of the entity’s capital or voting rights belong 

to a person abroad, or if the person abroad has granted 

substantial loans to the company.

 In addition, persons acquiring real estate on behalf of persons 

abroad are considered subject to the FLA, irrespective of 

their personal qualification (e.g. fiduciary transactions).

The object of the transaction must be real estate for which 

authorisation is required.

 Authorisation is required concerning real estate pursuant to 

Keeping an expert Swiss watch on         
real estate acquisitions 
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the definition of the Swiss Civil Code. The authorisation 

requirements depend on the purpose for which the real 

estate is used.

The legal right which is the subject of the acquisition must be 

an acquisition of real estate within the scope of the FLA.

 An acquisition of real estate requiring authorisation involves 

not only the transfer of ownership but also any transaction that 

gives a person abroad control over real estate. So acquisitions 

of a building lease, rights of residence (occupancy) or usufruct 

rights on real estate can be an acquisition of real estate in 

terms of the FLA, as well as participation and investments in 

companies that own real estate in Switzerland.

Chances for being granted an authorisation are very limited 

and only few reasons justify an approval by the authorities. A 

foreign investor must in practice fall under one of the exemp-

tions provided by the law to successfully proceed with a real 

estate transaction.

Exemptions from requirements

Exempted from the authorisation requirements are, in par-

ticular, transactions if the real estate consists of a permanent 

business establishment (for example manufacturing premises, 

warehouse facilities, offices, and doctors’ practices). Acquisitions 

of such real estate and investments in companies owning such 

real estate are permitted without prior authorisation.

However, the construction, rental or leasing of housing is not 

recognised as a permanent business, and therefore not exempted 

from the authorisation requirements. In addition, the purchase of 

reasonable land reserves for the medium-term expansion of an 

existing or planned business establishment does not require prior 

authorisation. Further, no authorisation is needed if a natural 

person abroad plans to establish his or her main residence and 

domicile in Switzerland.

Procedure

The FLA regulations apply to both asset and share deals. 

Violation of those rules leads to invalidity of the contract over the 

real estate.

The authorisation must be obtained from the competent 

cantonal authority where the real estate is located. In the federal 

state of Switzerland, it is the cantonal authorities that bear 

primary responsibility for enforcing the FLA. 

Conclusion

The situation for acquiring or investing in real estate in Swit-

zerland as a person abroad is highly complicated. A thorough 

knowledge of statutory provisions and their application by Swiss 

local authorities is indispensable. It is essential to seek the 

advice of a Swiss expert to prevent delays and costly mistakes, 

and to succeed with the real estate transaction.

 

 

 

 

 

 

  

 

Fritz Rothenbühler is a partner and Nina Hagmann is an as-
sociated attorney at WENGER PLATTNER, one of Switzerland s 
biggest law firms. They can be reached at +41 31 357 00 00 
or by email at  Fritz.Rothenbuehler@wenger-plattner.ch and                               
Nina.Hagmann@wenger-plattner.ch, respectively.

Fritz Rothenbühler WENGER 
PLATTNER Nina Hagmann +41 
31 357 00 00 Fritz.Rothenbuehler@wenger-plattner.ch
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The only Bank of China branch is in Milan, and a second 

branch is planned for Milan’s small but burgeoning Chinatown. 

Meanwhile, Piedmont, based around Turin, is Italy’s auto-

motive hub, while whitegoods are concentrated in Veneto, 

machinery in Emilia Romagna. Logistics, largely based in 

central Liguria and southern Campania, is one of the few 

modern sectors outside the north.

China’s booming appetite for luxury goods is also fuelling 

interest in Italian brand acquisitions. A PricewaterhouseCoo-

pers report last year forecast that China would overtake the US 

as the world’s largest luxury goods market by 2015. “Half of 

luxury goods sales are made to customers in emerging markets, 

led by China,” says Nicola Anzivino, a PwC partner in Milan. 

“Retail expansion is mainly driven by new openings in China.”

Recent high-profile luxury deals include the €375 million 

acquisition last year by Shandong Heavy Industry Group of 

75% of Ferretti Group, an Italian yacht manufacturer. King & 

Wood Mallesons in China, Bonelli Erede Pappalardo in Italy 

and Akerman Senterfitt in the US acted for Shangong Heavy, 

while Cleary Gottlieb Steen & Hamilton advised Ferretti’s 

creditors.

The nature of Chinese acquirers is evolving, says Pazzaglini. 

“In past years, we saw mainly large, often state-owned enter-

prises beginning their internationalisation in Europe,” he says. 

“In the past 12 months, we have noted a particularly visible 

growth in the number of enquiries coming from privately owned 

companies and individuals.”

Pazzaglini notes that private mainland companies have a 

long way to go before they turn into successful M&A players. 

Their excessive caution means that, even after they find an 

Italian lawyer, they are reluctant to disclose key documents, 

identify targets or potential rivals, or even identify them-

selves. “This makes it difficult to establish mutual confi-

dence or for the lawyer to provide a meaningful estimate of 

costs,” he points out.

No drama

It remains to be seen if Italy’s domestic political environ-

ment, following the March general election, descends into 

further chaos. However, Chinese companies see the EU 

countries as relatively free of political drama. “Many Chinese 

companies see Europe as a centre for high technology and 

brands without the political difficulties that an investment in 

the US might pose,” notes Xue at Zhong Lun.

Acquisitions in Germany, for example, have been largely 

smooth. Last year, Hengeler Mueller of Germany, King & Wood 

Mallesons, and Paul Hastings of the US advised Chinese auto-

motive and equipment manufacturing company Weichai Power 

on its €738 million investment in German forklift truck maker 

Kion Group. Freshfields Bruckhaus Deringer, Gleiss Lutz and 

Zhong Lun advised Kion.

“Over the past two years we have seen many more Chinese 

strategic investors looking at German businesses,” says Jan 

Bauer, a partner at Gleiss Lutz in Frankfurt who led the firm’s 

involvement in the Kion deal. “While the deal statistics might 

not yet show much inbound investment from China in absolute 

numbers, there is significantly more activity than previously.”

Weichai acquired 25% of Kion and lawyers believe such 

minority stakes will become more common. “Instead of outright 

acquisitions, we see a trend of Chinese companies acquiring 

There is significantly more 

[Chinese investment] activity 

than previously
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partial interests in targets in Europe,” says Fang Jian, a 

Shanghai-based partner with Linklaters who advised Wuhan 

Iron and Steel Company on its acquisition of the tailored blanks 

subsidiary of German giant ThyssenKrupp. CMS Hasche Sigle 

advised ThyssenKrupp.

“This structure allows Chinese companies to ease into a 

new environment and exploit the seller’s knowledge of business 

when the seller remains involved,” says Fang. “Chinese 

companies may also seek equity step-up rights to obtain 100% 

control in the future.”

Lawyers say they see more co-operation between cash-rich 

Chinese companies and acquisition-savvy private equity 

funds. Examples include last year’s investment by Sany Heavy 

Industry Company alongside CITIC in Putzmeister Group, a 

German maker of concrete pumps for the construction industry. 

“The full success of this structure remains to be seen, given the 

different goals of the two parties in the partnership, one being 

long-term focused and the other taking a relatively short-term 

view,” says Fang.

Nevertheless, Thomas König, a partner at Shearman & 

Sterling in Frankfurt and a member of the team that advised 

Sany, says the Sany-Putzmeister transaction will be remem-

bered as a “landmark deal for the ability of Chinese investors 

to act successfully in a competitive sales process for an at-

tractive target”.

The acquisition of small strategic stakes by Chinese 

companies is a relatively new phenomenon. In 2010, Shanghai 

industrial conglomerate Fosun International paid €23.38 million 

to acquire 7.1% of French holiday resort operator Club Med. 

Club Med, seeking new growth, hoped to attract 200,000 

Chinese customers by 2015 and sought Fosun’s local input 

regarding human resources, conference management, media 

and communications. Fosun, for its part, saw the Club Med 

deal as a way to cash in on booming domestic tourism in China 

through positioning itself with a suitable international brand.

“This strategic partnership has worked to great benefit 

for Fosun, which has been able to utilise both the company’s 

premium brand image as well as domestic expertise to take 

advantage of China’s booming tourism economy,” says Sarah 

Zeng, a partner and member of the corporate and business 

transactions practice at SNR Denton in Beijing.

Europe is quite friendly to 

Chinese investment, but 

obstacles still exist
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One advantage of acquisitions in Western Europe, say China 

lawyers, is the relatively low level of bureaucracy despite the 

EU’s reputation for red tape and arcane regulations. “There are 

fewer regulatory issues faced,” says Xu Rongrong, a partner at 

Jun He Law Offices in Beijing. 

“I think there are hardly any [regulatory issues] from a German 

perspective,” says Bauer at Gleiss Lutz. “Antitrust is seldom an 

issue because the market shares typically do not overlap,” he 

notes. “The buyer is strong in China and Asia, the target in the 

Old World.” Foreign trade clearance is rarely an issue, except for 

industries such as defence and energy, he adds.

However, increasingly complex deals have set higher bars 

for lawyers involved in China-Europe deals. Zeng points to the 

potential minefields that might be encountered when purchas-

ing distressed assets. “In acquiring underperforming assets 

for a bargain, identifying all the risks and pitfalls remains a 

challenge for Chinese firms,” says Zeng, who served as general 

counsel to Weichai when it acquired a controlling interest in 

Ferretti through debt restructuring. 

Chinese companies should remain on the lookout for the 

occasional regulatory bump in the road. “Europe is quite 

friendly to Chinese investment, but obstacles still exist,” 

Zeng notes, adding that the highest barriers appear to be at 

the national, not EU level. “Among the EU’s member states, 

many of the larger countries – Britain, France and Germany, 

for example – have their own system of security clearance for 

investments. 

Lawyers say Chinese investors are generally understanding 

of such local regulations but are opposed to the creation of an 

EU bloc security review, as it would make the approval process 

for businesses much more difficult.

EU nations are also subject to political sensitivities. “One 

interesting issue is that the European targets initially have 

fears that the Chinese buyer may dismantle the factory and 

export the jobs back to China,” Xue at Zhong Lun notes with 

some bemusement. “This has not been the case as far as 

we can tell in respect of healthy companies that the Chinese 

companies have acquired.”

To be fair, lawyers note, Beijing tends to put up more barriers 

than governments in the target country. “Apart from potential 

Chinese investors often use 

subsidiaries in Hong Kong as 

investment holding vehicles
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barriers based on national security grounds and the general anti-

competition clearances, most of the regulatory issues faced by 

Chinese investors are imposed by the Chinese authority through 

the layers of official approvals,” notes Xue at Zhong Lun. 

The principal gatekeepers for foreign investment deals are 

the National Development and Reform Commission, the Ministry 

of Commerce and the State Administration of Foreign Exchange, 

which can be capricious with their approval timelines.

“This creates deal uncertainty from the perspective of the 

European seller, which in turn can result in a higher price being 

paid by way of compensation,” says Geert Potjewijd, resident 

partner in Beijing for De Brauw Blackstone Westbroek.

The timing of Chinese outbound investment approvals is es-

pecially complicated in private deals that are done by way of an 

auction. “We have seen increasing interest by Chinese parties 

as bidders in auction procedures relating to Belgian and Dutch 

targets,” says Potjewijd. “Unfortunately, even though some 

went quite far into the process, ultimately other bidders were 

successful in acquiring these targets.”

Some lawyers point out that not all conditions required 

by law are actually enforced. One administrative procedure 

is Public Security Ministry approval required for every 

transaction involving a Chinese investor who acquires more 

than 25% of the shares of a target. “This has never been a 

real issue for Chinese investments so far,” says Hui Zhao, a 

partner at Noerr in Frankfurt.
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One major beneficiary of increased Europe-China activity is 

Hong Kong. “Chinese investors often use subsidiaries in Hong 

Kong as investment holding vehicles for overseas acquisitions,” 

notes Thomas Gilles, a partner in Frankfurt and head of the 

EMEA-China group at Baker & McKenzie, who led the team 

advising Karl Schlecht Stiftung and Karl Schlecht Familienstif-

tung on the sale of Putzmeister to Sany.

Gilles adds that preferred acquisition structures will then 

typically depend on the existing structure and tax consider-

ations, and may include further holding companies in tax-

friendly jurisdictions such as Luxembourg or the Netherlands. 

“From the statistics it is also obvious that some tax structur-

ing takes place, and in this respect Luxembourg seems to be an 

attractive investment hub,” says Bernd-Uwe Stucken, a partner 

with Pinsent Masons in Shanghai. “Luxembourg appears to 

have a good reputation among Chinese investors.”

Philippe Snel, partner in charge at the Shanghai office of 

Brussels-based De Wolf & Partners says there is an overall 

increase in investment by Chinese companies in the Benelux 

(Belgium, Netherlands and Luxembourg) bloc, but not just for 

tax structuring reasons. 

“They are interested in the automotive industry, energy 

such as photovoltaic, and companies with strong intellec-

tual property assets,” says Snel, who is also chairman of the 

Benelux Chamber of Commerce in Shanghai.

He says De Wolf has assisted several Chinese corporations 

in their M&A projects in Belgium, Luxembourg, Germany, Italy, 

Greece and France “with or without a particular Luxembourg 

acquisition vehicle”.

But Benelux lawyers note a clear trend among Chinese 

clients of a growing awareness of the advantages of a proper 

legal structure that minimises their exposure to liabilities 

and their tax burden. “In the past, Chinese investors would 

invest directly from China into the country of the target under 

the assumption that a holding company in Europe would add 

to their operational costs,” says de Nerée tot Babberich, of 

Stibbe. 

Chinese investors are now becoming familiar with the tax 

savings when upstreaming profits from their investment in 

Europe by using a holding company. “Because of the vast 

network of double tax and investment protection treaties, 

both Luxembourg and the Netherlands, and to a lesser degree 

Belgium, are preferred countries for setting up intermediary 

holding structures,” de Nerée tot Babberich adds.

The lawyer notes that Chinese interests extend to picking up 

British assets. Stibbe lawyers advised mainland state-owned 

fund Gingko Tree Investment on the acquisition from Barclays 

bank group of its 40% stake in British student housing provider 

University Partnerships Programme for more than £550 million 

(US$825 million).

Meanwhile, the Netherlands has drawn interest from a 

direct investment perspective. “The Netherlands is interesting 

because of technology and know-how,” says Potjewijd at De 

Brauw Blackstone Westbroek, citing the 2011 acquisition by 

Beijing Hainachuan Automotive Parts Company of Inalfa Roof 

Systems, based in Venray, near Eindhoven. De Brauw advised 

the seller, AAC Capital Partners.

Another example was last year’s purchase by Chinese-

Japanese owned Saab of HITT, a Dutch traffic management 

software company, Potjewijd points out. “We also notice an 

interest in the Dutch food and agricultural sectors,” he adds.

Luxembourg appears to have      

a good reputation among  

Chinese investors
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Troubled waters

EU officials would like to see more Chinese investment 

directed to the bloc’s troubled periphery – Cyprus, Greece, 

Ireland, Spain and Portugal. Greece, for example, has been 

heavily promoting its €50 billion privatisation programme to 

potential Chinese investors. 

But Greece’s troubled economy has dampened mainland 

enthusiasm. “Chinese investors have been very much 

concerned with the general economic and political environ-

ment in Greece,” says Yannis Avgerinos, managing partner 

of AVG Law in Athens. “They worry about the high corporate 

taxation and the instability of the Greek taxation system. The 

sectors that currently attract Chinese investors are renewable 

energy, infrastructure such as ports, railways, airports and 

telecommunications.” 

The government hopes Chinese investors will take the 

lead of Cosco Pacific, the Cosco Group’s terminal operating 

subsidiary, which took over operations at the Port of Piraeus, 

near Athens. In March 2013, Cosco, Hewlett-Packard and 

Greek railway monopoly TrainOSE reached an agreement to 

distribute HP products in Europe, the Middle East and North 

Africa from Piraeus.  

Meanwhile, Lisbon lawyers say Portugal’s public debt is 

perceived as an opportunity for Chinese investors, since many 

Portuguese companies are welcoming foreign investment as a 

form of raising new finance.

“We have reasons to believe that Chinese companies, as 

well as Chinese banks, are also interested in areas like trade, 

finance, construction and tourism, among others,” says João 

Soares da Silva, a partner with Morais Leitão Galvão Teles 

Soares da Silva in Lisbon. 

Last year, China Three Gorges, a state-owned company, 

acquired the Portuguese state’s 21.35% stake in Energias de 

Portugal (EDP), the Portuguese electricity company, for €2.7 

billion. It was the biggest single investment made by a Chinese 

company in a European country and the largest Portuguese pri-

vatisation executed to date. Morais Leitão Galvão Teles Soares 

da Silva advised the Portuguese government and EDP.

Portugal and China have strong links forged over centuries, 

lawyers note, largely through Macau. Those ties have extended 

to the legal sector. Lisbon firm PLMJ works in association with 

prominent mainland firm Dacheng Law Offices.

The historical connections have practical value today. 

Setting up a Portuguese company gives priority access to 

Portugal’s resources-rich former colonies such as Angola, 

Mozambique and Brazil. Chinese investors also have greater 

access to Portugal itself, says Rita Assis Ferreira, a PLMJ 

senior associate assigned to the Portuguese desk at Dacheng 

Law Offices in Beijing. 

“Since the new Resident Permit Programme came into force 

in October 2012, Chinese investors are very much aware of the 

excellent opportunities, from real estate to tourism, from agri-

cultural projects to office buildings, and of course as a great 

country for having a second home,” she says. 

But holiday cabins in the Algarve might not be uppermost in 

the minds of Chinese investors. “Chinese companies are now 

looking more to move up the value chain,” says Stanley Jia, Bei-

jing-based partner at Baker & McKenzie. “They will be concen-

trating their efforts in buying assets that are complementary to 

their operations and that provide access to new technology.” 

Chinese investors are very 

much aware of the excellent 

opportunities [in Portugal]
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