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Looking ahead finding new op-
portunities in foreign markets 

By Saro Capozzoli (Founder of JESA Investment Ltd)  

Exactly in these days, Italy is dangerously stand-

ing on the edge of an abyss and no one can cur-

rently predict what will happen. I remember years 

ago when the Italian economy and manufacturing 

was said to be marching parallel to politics which, 

hysterically, continued to clash on various issues. 

The average life of governments is very low, about 

130 governments in 150 years! But what makes 

this crisis different from the others? 

We are under observation, while in the past the 

world did not care about our quarrels, today our 

instability has a direct impact on the economy, not 

only Italian, but of the entire world, since the 

major European economies are too tied to ours. 

Italy has a public debt, which amounts to 120% 

GDP, and by the end of 2014 we’ll need to gather 

750 of financing resources on international mar-

kets.  

Without credible and structural reforms, without 

credible politics, and in an economy without 

growth, we will pay increasingly higher interest 

rates. Without credibility and income generation, 

how do we think to repay the debt? 

I have heard many recipes, even from former 

comedians who would blow up the whole system 

supported by pseudo economists who look at the 

example of Iceland as a model. 

A recipe for a disaster. 

But as was the case years ago, life goes on, and 

businesses, Italians, look ahead. While politics 

clashes, we seek to build the future looking at the 

opportunities that the world still offers, seeking new 

markets and trying to create value. 

Jesa will participate in a series of conferences or-

ganised by Unicredit as to encourage Italian com-

panies to look for new challenges and opportunities 

in the Chinese market. 

Meetings will be held Turin, Naples, Cremona and 

Florence respectively on October 11, 14, 16 and 17. 

During these meetings, opportunities and possible 

approaches will be analysed, with particular atten-

tion to the current situation, giving businesses 

more tools to decide and evaluate their own steps 

on foreign markets. 

* * * ITALIAN VERSION * * * 

 

Proprio in questi giorni l'Italia si trova pericolosa-

mente sul ciglio di un baratro e nessuno può al 

momento prevedere cosa accadrà.  

Mi ricordo anni fa quando si diceva che l'economica 

e l'industria marciava parallelamente alla politica 

che, istericamente, continuava a scontrarsi su vari 

temi. La vita media dei governi è molto bassa, circa 

130 governi in 150 anni! ma che cosa rende 

questa crisi diversa dalle altre? 

Siamo sotto osservazione, mentre in passato il 

mondo non si curava delle nostre beghe, oggi la 

nostra instabilità ha direttamente un impatto 

sull'economia, non solo Italiana, ma dell'intero 

sistema economico mondiale dato che le maggiori 

economie Europee sono troppo legate alla nostra.  

L'Italia ha un debito pubblico che raggiunge il 

120% del rapporto debito/PIL e entro la fine del 

2014 dovremo trovare 750 miliardi di Euro per 

finanziarci sui mercati internazionali. Senza ri-

forme credibili e strutturali, senza una politica 

credibile, e in un'economia senza cresci-

ta, pagheremo tassi d’interesse sempre più alti. 

Inoltre senza credibilità e senza creare reddito, 

come pensiamo di poter ripagare il debito? Ho 

sentito molte ricette, anche di ex comici che 

manderebbero all'aria il sistema supportati da 

pseudo economisti che guardano all'esempio 

dell'Islanda come modello. 

Una ricetta per il disastro.  

Ma come accadeva anni fa, la vita va avanti, e le 

imprese, gli italiani, guardano avanti e, mentre la 

politica litiga, noi cerchiamo di costruire il futuro 

dell'Italia guardando alle opportunità che il mondo 

ancora offre, cercando nuovi mercati e di costruire 

valore. 

Jesa parteciperà ad un serie di conferenze orga-
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nizzate da Unicredit per stimolare le aziende Ita-

liane a guardare alle nuove sfide e opportunità che 

il mercato cinese.  

Gli incontri si terranno in Ottobre a Torino, Napoli, 

Cremona, Firenze e rispettivamente l'11 il 14, 16 e 

18.  

Durante questi incontri, saranno analizzate op-

portunità e modalità di approccio, con particolare 

attenzione alla situazione attuale e dando alle 

aziende strumenti in più per decidere e valutare i 

propri passi sui mercati stranieri. 

 
 
 
 
 
 
Italy & China’s Outward Foreign 
Direct Investment 
By Martina Carli & Eva Maria Stolz 

European enterprises are increasingly on the 

lookout for foreign investors willing to finance new 

investment projects, particularly from China. The 

economic recession that has plagued the continent 

has left many firms short of cash. Such firms have 

largely welcomed Chinese state-owned corpora-

tions as a means of obtaining new capital, tech-

nologies, talents, ideas, and channels to more 

easily access the booming Chinese markets, in an 

attempt to stimulate the lagging economy and 

employment.  

Italy is first in the line of these foreign capi-

tal-seeking countries. Nevertheless, despite being 

the 8th world’s economic power by GDP and hosting 

a record number of product excellences, total 2012 

FDI inflows plunged by 70%, from USD 34 to 10 

billion1, to a mere 0.6% of GDP. A very low figure, 

when compared to the 2.8% in the United Kingdom 

and 1.4% in France. Why is Italy’s potential so 

underdeveloped at a time when foreign injections of 

capital are so crucial?  

Some nations are inevitably more attractive than 

others to foreign investors. This is explained by the 

fact that, while making investment decisions, 

Chinese corporations value the presence of specific 

characteristics in the target firm’s nation of origin.  

Besides obvious indicators such as high levels of per 

capita disposable income and GDP, Chinese cor-

porations opt to invest in nations with less regu-

lated labour and product markets, efficient juridi-

cal, legislative, and Intellectual Property Protection 

systems, low levels of corruption and corporate 

taxation, and the presence of agglomeration ec-

onomies (clusters) with availability of skilled human 

capital, infrastructures, and sector specialization.  

Securing the inflow of foreign capital is particularly 

important in a time when funds in Europe are scarce 

and emerging economies are showing increasing 

interest in financing Western firms. Let us con-

sider the investment potential of China’s 

fast-growing economy. Besides being the largest 

recipient of FDI in the world, China is also the 

world’s fourth-largest outward investor after the 

USA, Germany, and Japan. Over the past two 

decades, Chinese Outward Foreign Direct In-

vestment (OFDI) has increased by 300%, with an 

average growth rate of 20% a year. In 2010 it 

amounted to USD 68.81 billion2. Chinese OFDI is 

mainly directed towards service industries (53%), 

the mining and petroleum sector (40.4%) and 

manufacturing (4.3%), and has traditionally 

taken the form of green field investments, mer-

gers & acquisitions, and re-investments of re-

tained earnings.  

Chinese investors have injected a large part of 

their capital in Asian countries, which account for 

more than 65%3 of the total Chinese OFDI flow in 

2010. Besides proximity to China, these countries 

enjoy low labour costs, low corporate taxation, 

and expertise in the oil and mining industry, the 

second largest sector in which Chinese funds are 

invested. 80% of all Chinese Asia-bound FDI has 

gone to Hong Kong, Macao, South Korea and 

Singapore4. Tax havens like Hong Kong, the 

Cayman and British Virgin Islands are the top 

destinations of Chinese OFDI by individual coun-

try.  
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Another 15.32% of China’s OFDI is directed to 

Latin America, while the investment relations 

between China and Africa are rapidly intensifying. 

The continent’s rate of growth and need for 

infrastructure offer paramount investment op-

portunities. From 2003 to 2011, Africa-bound 

Chinese FDI has grown seven-fold, at an average 

of 115% annually, and reached USD 11.9 billion 

(cumulative FDI )5. Even though this figure 

amounts to a mere 3,07% of total Chinese OFDI, 

the strong growth signals the rapidly increasing 

importance of China as a financier of Africa. An-

other 3.8% of Chinese OFDI, or USD 2.6 billion is 

directed to North America, mainly in the USA, 

while only 9.82% is poured into the EU-27. In 

2010, this figure amounted to USD 6.8 billion with 

France, the United Kingdom, and Germany re-

spectively in the lead. Only 0.2% of this share is 

directed to finance Italian projects, equivalent to 

USD 13.27 million.  

 

 
 

It is clear that the Italian system presents many 

more obstacles to foreign investors, as it scores 

poorly in the previously mentioned criteria that 

make a nation attractive to foreign investors. The 

Italian labour market is heavily regulated, with 

tight employment protection laws than do not en-

able enterprises to adjust the labour supply to 

required levels. Italian enterprises are subject to 

the highest corporate taxation rate in the European 

Union. From a minimum of 31%, companies’ profits 

can be taxed as high as 68%. Germany, Spain, and 

the United Kingdom, on the other hand, have an 

average corporate tax rate of 46.8%, 38.7%, and 

35.5% respectively. Additionally, income tax on 

Italian households has reached 47.6%, while the 

OECD average is down to 35.6%. One of the 

prime obstacles for foreign investors lies in the 

complexity of Italian bureaucracy, which entails 

endless contracting times and procedures to ac-

complish any activity. The high number and in-

efficiency of norms and regulations, and the in-

creasing complexities of releasing visas to for-

eigners make the Italian system costly and dis-

advantageous. Lobbies exploit this situation to 

delay and veto the approval of project that might 

get in the way of their interests. The same applies 

to the juridical system: it takes eight years in Italy 

to conclude a litigation, while it only takes three in 

France and two in Spain. Chinese investors have 

repeatedly reported encountering difficulties in 

the attempt to negotiate with Italian, 

family-owned SMEs, due to the lack of interests 

alignment between the parties and a poor ability 

to communicate in English on the Italian side and 

to understand the investors needs as well. The 

presence of organized crime has also been rec-

ognized as a strong disincentive for FDI. It has 

been remarked that the eight southernmost re-

gions of Italy, with a notably high presence of 

organized crime, host, combined, a mere 1% of all 

inward FDI in the nation.   



  

YOUR PARTNER IN FAST GROWING COUNTRIES  

CHINA - HONG KONG – SAUDI ARABIA – MONGOLIA - CHILE 

JESA Investment & Management Co.  Ltd. ,  House 4 ,  Lane 112,  FenYang Rd. ,  200031 Shangha i ,  Ch ina  
Te l  +86 21 64331555,  64335666,  64338787,  Fax   +86 21 62880072 Emai l :  in fo@jesa.com.cn,  Webs i te:  www. jesa.com.cn 

5 

 

The President of the Italian Republic, Giorgio 

Napolitano, has stated that public institutions 

ought to promote reforms to encourage the flow of 

foreign capital by removing normative and ad-

ministrative complexities. Angelino Alfano, Minis-

ter of Internal Affairs, has identified fiscal tight-

ening and bureaucracy as the main issues that 

such reforms ought to target. Although the political 

environment has voiced ever-rising concerns with 

regards to this subject, we still observe the 

presence of parasite public institutions with an 

apparent mandate to act on this issue, but that 

have turned out to be completely ineffective and 

even damaging. One such institution is Invitalia, 

owned by the Ministry of Commerce. Invitalia 

claims to attract foreign investments in an attempt 

to sustain the competitiveness, growth and inno-

vation of the country leveraging its strategic sec-

tors. However, Invitalia has recently been dis-

covered indebted and unprofitable, while absorb-

ing millions of public investments and being sub-

ject of investigations by Italian courts on several 

occasions. 

 

There is no hope of persuading the necessary 

amount of Chinese financiers to invest in Italian 

businesses for as long as lobbies and private in-

terests are set on putting a stop to all reforms 

aimed at making the Italian national system a more 

attractive platform in which to invest. If the country 

truly understands the necessity to draw capital 

from overseas to compensate the domestic 

shortage of resources and stimulate the growth of 

businesses to speed up economic recovery, reforms 

should be put in place to make Italy a friendlier 

place to invest.  

References: 
1 IlSole24Ore, 3 July 2013. 

2 China Invests in Europe 
3 MOFCON of China 
4 Overview of Outward FDI Flows of China 
5 Beyond trade – China-Africa investment trends 

Rainmakers “?” 
By Riccardo Baracchi 

For foreign companies seeking success in China, it 

has been commonly accepted to employee indi-

viduals with deep and wild political connections to 

drive business. The best “targets” were relatives of 

Ministers, Provincial Governors, Party Secretaries 

of Nationally Strategic Enterprises and Politburo 

members.  

While these practices were conducted across all 

industries, nowhere was this more prevalent than in 

Investment Banking. The combination of 1) high 

rate of compensation for individual and organiza-

tion, 2) the need to inject cash, restructure, and 

build internationally competitive businesses and 

3) the limited transactions among less than 12 

competitors, created the perfect storm for the 

hiring of anyone with a politically connected 

relative. 

The list of “princelings” employed in global In-

vestment Banks is long. The first of this list is the 

grandson of former Chinese president, who 

worked for Goldman Sachs before leaving for 

private equity firm Boyu Capital. Other “prince-

lings” are the son-in-law of the former chairman 

of the National People’s Congress and the 

daughter-in-law of a former premier and Com-

munist Party chief, who is now at Bank of America 

Merrill Lynch after working at several other banks. 

The list also includes the daughter of Wen Jiabao, 

who worked for Credit Suisse’s Beijing branch for 

one year. 

Now, the U.S. government’s investigation into the 

hiring of Chinese “princelings” by J.P. Morgan 

Chase & Co. has raised the issue if they can still be 

counted on to make it “rain”. 

Since 2011, the Investment Banking market in 

China has changed. For instance, the number of 

multibillion-dollar IPO is no longer high and 

stable. According to Datalogic, IPO fees paid by 

Chinese companies tumbled to USD 77 million so 

far this year, from USD 652 million in 2012 and 
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USD 1.7 billion in 2010. So, nowadays, there are 

less big deals than the past, and “princelings” are 

far less helpful. 

 

Moreover, there are several risks when placing the 

business in the hands of a politically connected 

“rainmaker”.  

Firstly, you can face legal impropriety as it hap-

pened in 2010 to New Horizon Capital, a private 

equity company co-founded by the son of Chinese 

Premier Wen Jiabao, that was forced to pull out of 

Sihuan Pharmaceutical’s IPO because of concerns 

raised by the city’s regulator.  

Secondly, you could face accusations of corrup-

tion. Las Vegas Sands Corp. is probably the best 

example to describe this risk. According to the 

Security and Exchange Commission (SEC), this 

company likely violated in 2004 the US federal 

Foreign Corrupt Practices Act in order to obtain, 

from the Chinese Government, the required licen-

ces to operate in Macau. Nevertheless this pros-

ecution must be proved, the fact that the SEC has 

formalised it, means that it has enough proofs to 

bring the company in front of the court. So, there 

must be someone who has no longer interests in 

Sands Macau and wants, at least, to weaken the 

company.  

Last but not least, there can be a lack of execution. 

There are those at Citigroup who remember the 

amount of money spent in 2005 to hire one of this 

“rainmakers”. This individual failed to make it rain 

and, today, works for its competitor. 

Now, how are we reacting to this change and 

managing these new risks? Companies have 

started to focus on high-profile individuals that 

have a variety of connections. In this way, they gain 

credibility among investors who has seen their 

power rising and no longer rush to participate in the 

latest Chinese IPO. At the same time, Investment 

Banks are shifting to focus on performance over 

patronage. The market is moving from big deals to 

smaller ones, and fees and commission are getting 

lower. Therefore, there is a shift from talent over 

access.  

So, what can we learn from the Investment 

Banking experience? First of all, a company 

entering in the Chinese market no more need to 

hire one or two children of an official. There are too 

many reputational costs and the cleverest strat-

egy is to “hunt” a skilled leader who can ensure to 

the company to get the right meeting. Then, the 

same company should look to its performance in 

the Chinese market since the latter has less and 

less opportunity to grow. This objective cannot be 

achieved if the top management is unqualified.  

Therefore, today more than ever, a company shall 

relay on well studied and sounded strategies, 

structuring business on capabilities and well 

trained managers, rather than relay on "easy" 

approach to politicians. In China more than in 

other places, once a political faction or leader fall 

or finish the governing period, there are no 

guarantee that the new leadership will follow the 

agreement done in the past. For this reasons, we 

do suggest you to act professionally and you will 

win the market. beware from "guanxi" and con-

nection boasters: short cuts in China wont pay.. 

References: 
1 Bloomberg.com 
2 Channel NewsAsia 
3 Chicago Tribune 
4 The Wall Street Journal 
5 The Huffingtonpost 
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And please visit our website:  
www.jesa.com.cn 
 
 
 
 
Our Newsletters:   
http://ww.jesa.com.cn/newsletter.html 
 
 

 

 

 

 

ADDRESS IN SHANGHAI  

LANE 112 FENYANG ROAD – HOUSE 4 
200031 SHANGHAI -  CHINA 
 
Tel  +86 21 64331555   
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contacts informed about important changes 
occurring in China; any use of it that differs 
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